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EXPECTED TIMETABLE

If there is any change in the following expected timetable’ of the Hong Kong Public Offer,
the Company will issue an announcement in Hong Kong to be published in English in the South
China Morning Post and in Chinese in the Hong Kong Economic Times.

Application lists open? . ........... ... 11:45 a.m. on Wednesday,
27 October 2010

Latest time for lodging WHITE and YELLOW
Application Forms and giving electronic
application instructions to HKSCC® ................. 12:00 noon on Wednesday,
27 October 2010

Latest time to complete electronic applications
under White Form eIPO service through
the designated website www.eipo.com.hk* ...... ... ..., 11:30 a.m. on Wednesday,
27 October 2010

Latest time to complete payment of White Form
eIPO applications by effecting internet banking
transfer(s) or PPS payment transfer(s) ................ 12:00 noon on Wednesday,
27 October 2010

Application lists close ... ... .. 12:00 noon on Wednesday,
27 October 2010

Expected Price Determination Date S Thursday, 28 October 2010

(1):  Announcement of the Offer Price, the indication of
the level of interest in the International Placing,
the level of applications and the basis of allocation of
Hong Kong Public Offer Shares under the
Hong Kong Public Offer to be published in
the South China Morning Post (in English) and the
Hong Kong Economic Times (in Chinese)
onorbefore .......... ... ... .. Wednesday, 3 November 2010

(2): Results of allocations in the Hong Kong Public Offer
(with successful applicants’ identification document
numbers, where appropriate) to be available through
a variety of channels (see the section headed
“How to apply for Hong Kong Public Offer Shares —
Results of Allocations” in this prospectus) ....... Wednesday, 3 November 2010

A full announcement of the Hong Kong Public Offer
containing the information in (1) and (2) above
will be published on the website of the Hong Kong
Stock Exchange at www.hkexnews.hk and the Company’s
website at www.evergreen-intl.com ............... Wednesday, 3 November 2010

Results of Allocation of the Hong Kong Public Offer
will be available at www.iporesults.com.hk
with a “search by ID” function ................... Wednesday, 3 November 2010



EXPECTED TIMETABLE

Despatch of share certificates in respect of wholly or
partially successful applications pursuant to
the Hong Kong Public Offer on or before ® .......... Wednesday, 3 November 2010

Despatch of refund cheques in respect of
wholly successful (if applicable) or
wholly or partially unsuccessful applications
pursuant to the Hong Kong Public Offer on or before ® . Wednesday, 3 November 2010

White Form e-Refund payment instructions in respect of
wholly successful (if applicable) or wholly or
partially unsuccessful applications will
be despatched on or before ® ..................... Wednesday, 3 November 2010

Dealings in Shares on the Hong Kong Stock Exchange
expected to commence at 9:30 am.on ............... Thursday, 4 November 2010

Uncollected share certificates and/or refund cheques (if any) will be despatched by
ordinary post at the applicants’” own risk to the addresses specified in the Application
Forms promptly after the expiry of the time for their collection. Further information is set
out in the section headed “How to apply for Hong Kong Public Offer Shares —
Despatch/collection of share certificates and refund monies” in this prospectus.

Unless otherwise stated, all times and dates refer to Hong Kong local times and dates. Details of the
structure of the Global Offering, including its conditions, are set out in the section headed “Structure of
the Global Offering” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday, 27 October 2010, the application
lists will not open and close on that day. Further information is set out in the section headed “How to
apply for Hong Kong Public Offer Shares — Effect of bad weather condition on the opening of the
application lists” in this prospectus. If the application lists do not open and close on Wednesday, 27
October 2010, the dates mentioned in this section may be affected. A press announcement will be made by
the Company in such event.

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

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, at which time the
application lists will close.

The Offer Price is expected to be determined on or around Thursday, 28 October 2010 or such later time as
may be agreed by the Company and the Joint Global Coordinators (on behalf of the Underwriters), but in
any event not later than Tuesday, 2 November 2010. If, for any reason, the Offer Price is not agreed
between the Company and the Joint Global Coordinators (on behalf of the Underwriters) by 5:00 p.m. on
Tuesday, 2 November 2010, the Global Offering will not proceed and will lapse.
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The Company will not issue any temporary documents of title in respect of the Offer Shares. Share
certificates for the Hong Kong Public Offer Shares will only become valid certificates of title at
8:00 a.m. on Thursday, 4 November 2010, provided that (i) the Global Offering has become
unconditional in all respects, and (ii) neither of the Underwriting Agreements has been terminated in
accordance with its terms. Investors who trade Shares on the basis of publicly available allocation
details prior to the receipt of share certificates or prior to the share certificates becoming valid
certificates of title do so entirely 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
Offer, and also in respect of wholly or partially successful applications if the final Offer Price is less 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
cashing the refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card number or
passport number may lead to delay in encashment of or may invalidate the refund cheque.

Applicants who have applied on WHITE Application Forms for 1,000,000 Hong Kong Public Offer Shares
or more under the Hong Kong Public Offer and have indicated in their Application Forms that they wish
to collect refund cheques and (where applicable) share certificates in person may do so from the
Company’s Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Center, 183 Queen’s Road East, Wanchai, Hong Kong, from 9:00 a.m. to
1:00 p.m. on Wednesday, 3 November 2010 or any other date notified by the Company in the newspaper
as the date of despatch of share certificates/e-Refund payment instructions/refund cheques. Individual
applicants who are applying for 1,000,000 Hong Kong Public Offer Shares or more and opt for personal
collection must not authorize any other person to make their collection on their behalf. Corporate
applicants who are applying for 1,000,000 Hong Kong Public Offer Shares or more and opt for personal
collection must attend by their authorized representatives, each bearing a letter of authorization from
such corporation stamped with the corporation’s chop. Both individuals and authorized representatives
(if applicable) must produce, at the time of collection, evidence of identification and (if applicable)
authorization documents acceptable to Computershare Hong Kong Investor Services Limited.

Applicants who have applied on YELLOW Application Forms for 1,000,000 Hong Kong Public Offer
Shares or more under the Hong Kong Public Offer and have indicated in their Application Forms that
they wish to collect refund cheque(s) in person may collect their refund cheques (if any) but may not elect
to collect their share certificates, which will be deposited into CCASS for credit to their designated
CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate. The
procedures for collection of refund cheques for applicants who apply on YELLOW Application Forms for
Hong Kong Public Offer Shares are the same as that for applicants who apply on WHITE Application
Forms for Hong Kong Public Offer Shares.

Applicants who apply for Hong Kong Public Offer Shares by giving electronic application instructions
to HKSCC should refer to the section headed “How to apply for the Hong Kong Public Offer Shares” in
this prospectus for details.

Applicants who apply for Hong Kong Public Offer Shares via White Form eIPO should refer to the
section headed “How to apply for the Hong Kong Public Offer Shares” in this prospectus for details.

If you have applied for less than 1,000,000 Hong Kong Public Offer Shares or have applied for 1,000,000
Hong Kong Public Offer Shares or more but have not indicated in the Application Form that you wish to
collect share certificates and/or refund cheques in person, your share certificates and/or refund cheques
will be despatched by ordinary post at the applicant’s own risk to the address specified on the
Application Form on Wednesday, 3 November 2010.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus and is qualified in its entirety by, and should be read in conjunction with, the more
detailed information and financial information appearing elsewhere in this prospectus. As this
is a summary, it does not contain all the information that may be important to you and we urge
you to read the entire prospectus carefully before making your investment decision. There are
risks associated with any investment. Some of the particular risks in investing in the Offer
Shares are set out in the section headed “Risk Factors” in this prospectus. You should read that
section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are one of the leading menswear enterprises and brands operators in the PRC
owning and managing two brands, V.E. DELURE and TESTANTIN, covering the
middle-upper to high-end segments of the menswear market. According to the Frost &
Sullivan Report, our V.E. DELURE brand was ranked among the top three brands in terms
of retail revenue for each of the two years ended 31 December 2008 and 2009 and the six
months ended 30 June 2010 within the high-end business formal and casual menswear
market in the PRC with a corresponding market share of 3.8% in 2008 and 2009 and 4.2%
for the six months ended 30 June 2010, respectively. We launched our V.E. DELURE brand
in 2000, targeting the high-end business formal and casual menswear market. We
launched our TESTANTIN brand in 2005, targeting the middle-upper fashion casual
menswear market. Our V.E. DELURE brand, inspired by French craftsmanship and
elegance, offers business formal and casual menswear and accessories targeting affluent
and successful men between the ages of 35 to 50 and has a brand theme of “Love.” Our
TESTANTIN brand offers contemporary and chic casual menswear and accessories
targeting younger and more fashion conscious men between the ages of 25 to 40 and has a
brand theme of “artistic expression and simplicity.” According to the Frost & Sullivan
Report, the middle-upper fashion casual and high-end business formal and casual
menswear market in the aggregate constituted around 7.3% of the entire menswear market
in China in the year ended 31 December 2009.

We have established a nationwide retail network in the PRC. According to the Frost
& Sullivan Report, our V.E. DELURE brand ranked second in terms of the number of retail
stores among the top ten high-end business formal and casual menswear brands ranked
by retail revenue in the PRC as at each of 31 December 2008 and 2009 and 30 June 2010. As
at 31 December 2007, 2008 and 2009 and 30 June 2010, we had 167, 242, 259 and 268 Retail
Stores, respectively, of which 120 sold products under the V.E. DELURE brand and 47 sold
products under the TESTANTIN brand in 2007, 184 sold products under the V.E. DELURE
brand and 58 sold products under the TESTANTIN brand in 2008, 197 sold products under
the V.E. DELURE brand and 62 sold products under the TESTANTIN brand in 2009, and
202 sold products under the V.E. DELURE brand and 66 sold products under the
TESTANTIN brand in the six months ended 30 June 2010. As at 31 December 2007, 2008
and 2009 and 30 June 2010, we had 60, 101, 90 and 88 distributors, respectively (out of
which 3, 11, 9 and 9 operated both V.E. DELURE and TESTANTIN Stores, respectively),
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SUMMARY

and 6, 6, 7 and 7 sub-distributors, respectively. The growth in the number of our Retail
Stores slowed down in 2009 primarily due to our decision to consolidate our position in
2009 rather than pursuing a more active expansion path in light of the global economic
crisis. In particular, for our V.E. DELURE brand, we focused on increasing self-operated
Retail Stores in 2009 as opposed to distributor-operated Stores. For further information on
our distribution channels, please refer to the section headed “Business — Sales and
Distribution” in this prospectus.

During the Track Record Period, we primarily utilized two distribution channels to
manage our self-owned brands: (i) our self-operated Retail Stores; and (ii) Retail Stores
operated by distributors and sub-distributors. For self-operated Retail Stores, we source
products and sell to end customers. For Retail Stores operated by distributors, we enter
into distributorship agreements with distributors, pursuant to which they purchase
products from us and then sell to end customers in general. In addition, commencing in
2009, we started to make sales to corporate purchasers that purchased large volumes of
made-to-order products from us. Sales made through this channel continued in the six
months ended 30 June 2010. For further information on our distribution channels, please
refer to the section headed “Business — Sales and Distribution” in this prospectus.

Regardless of the distribution channel, it is our strategy to locate our Retail Stores in
prestigious shopping areas, which are usually located in close proximity to other
competing menswear brands. Currently, a significant portion of our Retail Stores are
located in established department stores and shopping malls. Generally speaking, we
believe these department stores and shopping malls act as a vetting mechanism and only
allow brands that they consider to be well-regarded. Therefore, we believe that the fact
that a significant portion of our Retail Stores are located in these shopping areas is a
positive reflection of the reputation of our brands and the quality of our products. We
strive to have our Retail Stores for each brand designed and decorated to present a
consistent and distinctive brand image from the design and color of the Stores to the
merchandise display:.

As at 30 June 2010, out of our 202 V.E. DELURE Stores, 71 were operated by us and
131 were operated by our distributors. Out of our 66 TESTANTIN Stores, 13 were operated
by us, 53 were operated by distributors (eight of which were operated by one distributor
through its sub-distributors). As at 30 June 2010, over 80% of the Retail Stores directly
operated by us are located in tier one and tier two cities in the PRC, such as Beijing,
Shanghai, Tianjin, Changchun, Xi’an, Nanjing, Shenzhen and Guangzhou, and in Hong
Kong. In 2008 and 2009 and the six months ended 30 June 2010, sales generated by our
self-operated Stores for our V.E. DELURE and TESTANTIN products accounted for
approximately 34.8%, 38.8% and 41.0% of our total sales, respectively. Most of our
self-operated Stores are operated under the following type of arrangement. We enter into
cooperation agreements or lease agreements with department stores and shopping malls,
which govern the operation of our self-operated Stores, in particular, the collection of
sales proceeds. Generally, the department stores and shopping malls charge a fixed fee or
a percentage of the sales turnover of our Stores as commission subject to an agreed
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monthly or annual minimum commission amount determined based on an agreed
minimum sales target of the relevant Store. For further details on the major terms of these
cooperation agreements or lease agreements, please refer to the section headed, “Business
— Sales and Distribution — I. Self-operated Stores” in this prospectus. On the other hand,
our distributorship agreements set out terms with respect to geographic exclusivity,
duration, product exclusivity, pricing and discount, use of our brand names and store
design, among others terms. For further details on the major terms of our distributorship
agreements, please refer to the section headed, “Business — Sales and Distribution — II.
Distribution by distributors/sub-distributors — Major terms of the distributorship
agreements” in this prospectus.

To enhance our distribution management ability, as at the Latest Practicable Date, at
our request, our relevant distributor has terminated all of its sub-distributionship
agreements for our products with its sub-distributors. Instead, those sub-distributors
have entered into direct distributorship agreements with us. The Directors have
confirmed that we will no longer allow our distributors to appoint sub-distributors going
forward.
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The following table sets out a breakdown of our revenue by brand and sales channel
(for self-owned brands) for each of the three years ended 31 December 2007, 2008 and 2009
and the six months ended 30 June 2009 and 2010:

Revenue Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
% of % of % of % of % of
(RMB  totll  (RMB  totl (RMB  totl (RMB  ‘total (RMB total
million)  revenue million)  revenue million)  revenue million)  revenue  million)  revenue

I Bybrand

1. Self-owned brands

V.E. DELURE

Self-operated Stores 392 202 845 49 1374 Bo 481 B2 908 364
Distributors 1081 558 1549 455 1576 385 529 387 1133 455
Corporate sales - - - - 6.0 15 14 1.0 21 0.8
Sub-total 1473 760 2394 704 3010 736 1024 749 2062 827
TESTANTIN (Note 1)

Self-operated Stores 206 106 338 99 211 5.2 7.6 5.6 114 46
Distributors 26 12 42 121 645 157 140 102 192 7.7
Sub-total 22 18 70O 20 86 209 216 158 306 123

Self-owned brands
total 189.5 978 3144 924 386.6 945 1240 90.7  236.8 95.0

2. Licensed brands

(Note 2)
CARTIER - - 88 26 155 38 7.1 5.2 10.1 41
Harmont & Blaine 44 2.2 17.2 5.0 6.9 1.7 5.6 41 23 0.9
Licensed brands

total 44 2.2 26.0 7.6 24 5.5 12.7 9.3 124 5.0
Total 193.9  100.0 3404 1000  409.0 1000 1367  100.0  249.2  100.0

Il By sales channel
(for self-owned
brands) (Note 3)

Self-operated Stores 598 308 1183 348 1585 388 557 408 1022 410
Distributors 1297 670 191 576 2221 542 669 489 1325 532
Corporate sales - - - 6.0 15 14 1.0 21 0.8

Sub-total 189.5 978 3144 924 386.6 945 1240 90.7 2368 95.0
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Notes:

1. The sales of TESTANTIN products through TESTANTIN self-operated Stores decreased in the
year ended 31 December 2009 primarily because we launched a series of promotional events at
our TESTANTIN self-operated Stores in Hong Kong offering 10% to 60% discounts to customers in
2009 in response to the highly competitive retail market in Hong Kong and the generally difficult
economic environment in Hong Kong as a result of the global economic crisis and the closing of
two TESTANTIN Stores in Hong Kong in late 2008. Our sales to TESTANTIN distributors
increased in the year ended 31 December 2009 mainly because (i) the full year effect of our sales to
certain other distributors in 2009 appointed in 2008 that did not operate through Retail Stores; (ii)
the full-year effect in 2009 arising from the 15 newly opened TESTANTIN Stores operated by the
distributors located in the PRC in 2008; and (iii) the number of TESTANTIN Stores operated by the
distributors located in the PRC increased from 47 as at 31 December 2008 to 51 as at 31 December
2009. The four newly-opened TESTANTIN Stores in 2009 were opened in the second half of 2009
when the economic conditions after the financial crisis began to improve.

2. From August 2004 to August 2009, we acted as the sole distributor for an Italian menswear brand,
Harmont & Blaine, in the PRC. The distributorship agreement for the Harmont & Blaine brand
expired in August 2009. According to the distributorship agreement, we had nine months to sell
the remaining stocks after the agreement was terminated. Beginning in early 2008, we started to
act as an authorized dealer of CARTIER accessories sold in two CARTIER Stores, one in Fuzhou
and the other in Nanning, both of which are operated by us. In September 2010, we opened our
third CARTIER Store in Xiamen.

3. Our customers consisted of end customers and distributor customers. Our end customers include
retail customers that purchased products directly from us through our self-operated Stores and
corporate customers that purchased large volume made-to-order products directly from us
through our corporate sales. Our distributor customers purchased products from us and then sell
to the end customers in general.

The following table sets out the gross profit and gross profit margin for our
self-owned brands and licensed brands for each of the three years ended 31 December
2007, 2008 and 2009 and the six months ended 30 June 2009 and 2010:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
RMB RMB RMB RMB RMB
million ~ GP% million ~ GP% million ~ GP% million ~ GP% million ~ GP%
V.E. DELURE
- self-operated Stores 83 N2 621 735 1018 741 349 726 7.7 801
- distributors 516 477 816 527 853 541 80 435 088 608
- corporate sales - - - - 38 635 08 57 17 83
Subtotal 799 543 1437 601 1909 634 587 573 1432 695
TESTANTIN
- self-operated Stores 146 709 M4 M2 138 650 48 633 88 766
- distributors/
sub-distributors 98 450 25 546 344 533 0.6 472 107 556
Subtotal U4 577 469 625 482 5.2 14 58 195 635
CARTIER - - 34 389 58 374 23 320 32 3l
Harmont & Blaine 4 35 93 541 30 441 20 354 10 45
Total 1057 545 2083 597 1479 606 744 544 1669  67.0
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For details of an analysis of revenue and gross profit margin by brands, sales
channels and geographical regions, please refer to the section headed “Financial
Information” in this prospectus.

Our primary focus is on managing our brands and distribution network through our
branding, research, design and distribution capabilities. We enjoy the benefits of an
asset-light business model as we outsource the production of most of our apparel and
accessory products to Independent Third Party outsourced manufacturers. Our
production facilities in Huadu District, Guangzhou in Guangdong Province primarily
engage in sampling, packaging and post-finished processing of the apparel produced by
our outsourced manufacturers and manufacturing a small portion of our own apparel. We
have a stringent quality control system to ensure high product quality.

The apparel products that bear the V.E. DELURE and TESTANTIN labels are
principally designed by our in-house design team located in Guangzhou. Designs are
always developed consistently with our designated brand strategy and theme as set out in
the subsection headed “Branding Strategy” in the “Business” section in this prospectus.

Our design team keeps abreast of the latest trends and developments in new designs
and types of fabric, primarily through attending fashion shows and trade exhibitions in
the PRC, Italy and France, and through other means such as studying local and
international fashion magazines. Our design team also works closely with our sales and
marketing team to understand the latest market needs and tastes.

Our key revenue and earnings drivers during the Track Record Period included:
economic growth in the PRC, urbanization in the PRC, pricing of our products and cost
control measures, size of our retail network, our ability to differentiate us from our
competitors, our ability to continuously maintain and enhance brand recognition and
awareness, business performance of shopping malls, department stores and distributors
and our working relationship with them, cost of raw materials, seasonality and weather,
purchase costs of outsourced products and external production arrangements and
taxation. Our Directors have confirmed that given that the Group is principally focusing
on its business in the PRC market, save and except for the general market environment
which affects consumers’ confidence, the recent economic conditions in Hong Kong and
abroad have not had a material adverse effect on our assets, business or financial position.

Beginning in early 2008, we started to act as an authorized dealer of CARTIER
accessories in designated CARTIER Stores in the PRC. Each CARTIER agreement entered
into with Richemont governs one of our Stores selling CARTIER accessories. The
agreements do not give us exclusive licensing or distribution rights within any
geographical area and we are not required to pay any royalty or minimum guaranteed fee.
We purchase the accessory products directly from Richemont at the prices determined by
a price list that is in force at the time of delivery and we sell the products at the
recommended retail prices determined by Richemont. Certain CARTIER accessories are
covered under the CARTIER international warranty. The CARTIER Stores that we operate
follow the shop design directives issued by Richemont. Among other terms, we are also
required to devote sufficient display area to CARTIER accessories, ensure that sales of
CARTIER accessories are to end-customers and submit to regular monitoring by CARTIER
representatives. The distributorship agreements can be terminated by Richemont if we fail
to meet our obligations under the agreements. For further details of the material terms of
these distributorship agreements, please refer to the section headed “Business — Branding
Strategy — II. Licensed Brands — CARTIER” in this prospectus.
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In May 2010, we entered into several agreements with Admiralfly, a special purpose
vehicle set up and wholly-owned by New Horizon for the purpose of investing in the
Company. New Horizon is a limited liability partnership established and registered in the
Cayman Islands, focusing on equity investment in China. For further details, please refer
to the section headed “Financial Investor” in this prospectus.

SUMMARY OF FINANCIAL INFORMATION

The following tables set forth our summary consolidated income statements, our
summary consolidated statements of financial position and our summary consolidated
statements of cash flows for the Track Record Period. Information contained in these
tables were derived from our consolidated financial statements, which have been
prepared in accordance with IFRS, set forth in the section headed “Appendix I -
Accountants” Report” to this prospectus.

Summary Consolidated Income Statements

Six months ended
Year ended 31 December 30 June
2007 2008 2009 2009 2010
RMB’000  RMB’000 RMB’000 RMB’000 RMB’000

REVENUE 193,879 340,408 409,013 136,716 249,235
Cost of sales (88,190)  (137,053)  (161,141) (62,358) (82,311)
Gross profit 105,689 203,355 247,872 74,358 166,924
Other income 2,686 2,161 2,067 788 966
Selling and

distribution costs (46,531) (98,673) (89,079) (41,471) (63,059)
Administrative

expenses (11,392) (19,925) (20,842) (8,542) (13,918)
Other expenses (304) (6,767) (3,000) (493) (8,643)
Finance costs (1,496) (5,217) (6,065) (3,392) (3,828)

PROFIT BEFORE

TAX 48,652 74,934 130,953 21,248 78,442
Income tax
credit/(expense) 510 (14,456) (26,035) (4,547) (8,099)

PROFIT FOR THE
YEAR/PERIOD 49,162 60,478 104,918 16,701 70,343

Attributable to:
Owners of the
Company 49,162 60,478 104,918 16,701 70,343




SUMMARY

Assets
Current assets
Non-current assets

Total assets

Equity and liabilities
Current liabilities
Non-current liabilities
Total equity

Total equity and liabilities

Net cash flows from/(used in)
operating activities

Net cash flows from/(used in)
investing activities

Net cash flows/(used in)
financing activities

NET INCREASE/(DECREASE)
IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at
beginning of year/period

Effect of foreign exchange rate
changes, net

CASH AND CASH
EQUIVALENTS AT END OF
YEAR/PERIOD

Summary Consolidated Statements of Financial Position

Summary Consolidated Statements of Cash Flows

As at 30
As at 31 December June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
188,472 272,527 365,724 498,373
9,783 15,876 16,235 23,663
198,255 288,403 381,959 522,036
135,629 162,410 200,168 142,166
57 2,288 7,866 172,639
62,569 123,705 173,925 207,231
198,255 288,403 381,959 522,036

Six months ended

Year ended 31 December 30 June

2007 2008 2009 2009 2010
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000
(53,066) 6,077 153,333 30,061 29,521
35,839 (20,816) (102,318) (25,422) 70,219
22,172 28,971 (53,207) (16,246) 84,899
4,945 14,232 (2,192) (11,607) 184,639
4927 9,830 24,042 24,042 21,850
(42) (20) - 1 (20)
9,830 24,042 21,850 12,436 206,469




SUMMARY

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2010

Forecast consolidated net profit attributable
to owners of the Company
for the year ending 31 December 2010 (Note 1) ...... not less than RMB150.0 million
(equivalent to about HK$172.4 million)

Unaudited pro forma forecast earnings per Share
for the year ending 31 December 2010 (Note 2) ............. not less than RMB0.16
(equivalent to about HK$0.18)

Notes:

(1) The forecast consolidated net profit attributable to owners of the Company for the year ending 31
December 2010 is extracted from the section titled “Financial Information — Profit Forecast for the Year
Ending 31 December 2010” in this prospectus. The forecast consolidated profit attributable to equity
holders of the Company for the year ending 31 December 2010 has been prepared based on the audited
consolidated results of the Group for the six months ended 30 June 2010 and the unaudited consolidated
results based on management accounts of the Group for the two months ended 31 August 2010. The profit
forecast has been prepared on a basis consistent in all material respects with the accounting policies
presently adopted by the Group as set out in Section II of the Accountants’ Report, the text of which is set
out in Appendix I to this prospectus. The forecast consolidated net profit attributable to equity holders of
the Company is translated at the exchange rate of RMB0.87 to HK$1.00.

(2) The unaudited pro forma forecast earnings per Share is calculated by dividing the forecast consolidated
net profit attributable to owners of the Company for the year ending 31 December 2010, on the basis that
946,695,763 Shares were in issue, assuming that the Shares to be issued pursuant to the Conversion and
the Global Offering had been in issue on 1 January 2010, but does not take into account any Shares that
may be issued upon the exercise of the Over-allotment Option. The unaudited pro forma forecast
earnings per Share is translated at the exchange rate of RMB0.87 to HK$1.00.

OFFERING STATISTICS

Based on an Based on an
Offer Price of Offer Price of
HK$3.80 HK$4.60
Market capitalization of the Shares HK$3,597.4 HK$4,354.8
million million
Prospective price/earnings multiple 20.9 times 25.3 times
on a pro forma basis®
Unaudited pro forma adjusted consolidated HK$1.14 HK$1.33
net tangible assets per Share®
Notes:
(1) The calculation of market capitalization is based on 946,695,763 Shares expected to be in issue following

the Global Offering and the Conversion, but takes no account of any Shares that may be allotted and
issued upon exercise of the Over-allotment Option or any options that may be granted under the Share
Option Scheme or any Shares that may be allotted and issued or repurchased by the Company.
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(2) The calculation of the prospective price/earnings multiple on a pro forma basis is based on the forecast
earnings per Share for the year ending 31 December 2010 on a pro forma basis at the respective Offer
Prices of HK$3.80 and HK$4.60 per Share. This calculation does not take into account Shares that may be
issued upon exercise of the Over-allotment Option or any options that may be granted under the Share
Option Scheme or any Shares that may be allotted and issued or repurchased by the Company.

(3) The unaudited pro forma adjusted consolidated net tangible asset per Share is calculated after making
the adjustments referred to in Appendix III and based on 946,695,763 Shares expected to be in issue
following the Global Offering and the Conversion, but takes no account of any Shares that may be
allotted and issued upon exercise of the Over-allotment Option or any options granted under the Share
Option Scheme or any Shares that may be allotted and issued or repurchased by the Company.

DIVIDEND AND DIVIDEND POLICY

The Company declared and paid out interim dividends out of the Company’s
internal funds in the amount of RMB54.6 million and RMB38.6 million during the year
ended 31 December 2009 and the six months ended 30 June 2010, respectively, in respect of
the relevant prior years’/periods” profits distributed to the Company by the Company’s
subsidiaries.

Declaration of dividends is subject to the discretion of the Directors, depending on
the Company’s results of operations, working capital, cash position, future operations,
and capital requirements as well as any other factors which the Directors may consider
relevant. In addition, any declaration and payment as well as the amount of the dividend
will be subject to the constitutional documents of the Company and the Cayman Islands
Companies Law. Any future declarations and payments of dividends may or may not
reflect the historical declarations and payments of dividends of our Company and will be
at the absolute discretion of the Directors. Under applicable PRC law, each of our
subsidiaries in the PRC may only distribute after-tax profits after it has made (i)
allocations or allowances for recovery of accumulated losses and (ii) allocations to the
statutory reserves.

Subject to the conditions set forth in the preceding paragraph, it is the Directors’
current intention for the foreseeable future to recommend annually the distribution to
Shareholders of not less than 30% of our Company’s annual net profits attributable to the
owners of our Company as dividends commencing from the year ending 31 December
2010.

For further details, please refer to the section headed “Financial Information -
Dividend and Dividend Policy” in this prospectus.

COMPETITIVE STRENGTHS
The Directors believe our principal competitive strengths are as follows:
o A leading PRC menswear brand operator with two proprietary brands

targeting different customer bases in the middle-upper to high-end market
segments;
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. Effective branding and marketing strategy;

o A nation-wide retail network occupying prime locations and with ample room

for growth;

o A business model that strategically combines self-operated Retail Stores and

distributor networks;
. High growth momentum and attractive margins;
. High quality products and stringent quality control; and

o Management’s experience in managing middle-upper to high-end menswear
brands.

Please refer to the section headed “Business — Competitive Strengths” in this

prospectus for a detailed description of these competitive strengths.
STRATEGIES

Our aim is to become the leading brand operator in the middle-upper to high-end

menswear market segments. In view of this, we will implement the following strategies:
o Expanding our retail network and sales channels;
. Increasing same store sales growth by (i) expanding product and service

offerings and design capabilities and (ii) enhancing brand equity of our

proprietary brands;

. Enriching our portfolio of brands;
. Enhancing our ERP system and administrative support; and
. Increasing our corporate sales.

Please refer to the section headed “Business — Strategies” in this prospectus for a

detailed description of these strategies.
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USE OF PROCEEDS

The net proceeds of the Global Offering after deducting the underwriting
commissions and estimated expenses in relation to the Global Offering, and assuming an
Offer Price of HK$4.20 per Offer Share (being the mid-point of the indicative Offer Price
range between HK$3.80 and HK$4.60 per Offer Share), are estimated to amount to
approximately HK$920.4 million. The Directors intend to apply the net proceeds in the
following manner:

. Approximately HK$414.2 million, representing about 45% of the net proceeds
from the Global Offering, will be used for the expansion and improvement of
our retail network, of which (i) approximately 55% will be used for the
opening of new self-operated Stores; (ii) approximately 7% will be used for
refurbishing existing self-operated Stores; and (iii) approximately 38% will be
used for the costs related to the appointment of new distributors, such as
sharing of refurbishment and other set up costs with distributors. As at the
end of 2010, we expect to have 325 Stores of which 105 are to be self-operated
Stores (including Stores that sell products of our licensed brand) and 220 are
to be Stores operated by our distributors. As at the end of 2011, we expect to
have 497 Stores of which 164 are to be self-operated Stores (including Stores
that sell products of our licensed brand) and 333 are to be Stores operated by
our distributors. We expect these Stores will be located in 141 cities in 30
provinces/municipals/autonomous regions of the PRC. Please refer to the
section headed “Business — Strategies” in this prospectus for the factors that
may affect our retail network expansion plan. The budgeted initial costs and
working capital requirements for self-operated Stores (including
refurbishment of existing self-operated Stores) are expected to be RMB20.0
million (approximately HK$23.0 million) and RMB87.3 million
(approximately HK$100.4 million), respectively, for the fourth quarter of 2010
and the year of 2011, respectively. The budgeted initial costs and working
capital requirement for Stores operated by our distributors are expected to be
RMB12.9 million (approximately HK$14.8 million) and RMB57.5 million
(approximately HK$66.1 million) for the fourth quarter of 2010 and the year of
2011, respectively;

. Approximately HK$92.0 million, representing about 10% of the net proceeds
from the Global Offering, will be used to expand our product offerings under
our V.E. DELURE brand by developing independent lines of branded apparels
and accessories, including but not limited to, leather goods and shoes, with a
plan to launch such products around 2012 or 2013;

. Approximately HK$184.1 million, representing about 20% of the net proceeds
from the Global Offering, will be used for acquisitions or licensing of
additional brands with duly registered intellectual property, good brand
history and scale, good assets and a profitable operating and management
model, development potential and complementary brand positioning and a
sales network to enhance our brand portfolio. As at the Latest Practicable
Date, we do not have any potential targets for acquisitions;
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Approximately HK$64.5 million, representing about 7% of the net proceeds
from the Global Offering, will be used for marketing and promotional
activities in 2011 and 2012, of which (i) approximately 40% will be used for
media advertising, (ii) approximately 10% will be used for fashion shows, (iii)
approximately 30% will be used for brand building and product promotions,
and (iv) approximately 20% will be used towards sponsorship of
spokespersons and major events;

Approximately HK$46.0 million, representing about 5% of the net proceeds
from the Global Offering, will be used for the upgrade of hardware and
software of our ERP system and database management system over three
years to create a direct interface between the individual system at each of the
Stores operated by our distributors, which will allow us to obtain real-time
operating data, thereby allowing central management to further improve our
inventory and financial management capability. The budgeted initial costs
and working capital requirement to upgrade our ERP system and database
management system are expected to be around RMB20 to 40 million
(approximately HK$23 to 46 million);

Approximately HK$46.0 million, representing about 5% of the net proceeds
from the Global Offering, will be used for hiring international design talent
and design consultant firms, expanding our existing design team and
establishing our own research and design center, of which (i) approximately
43% will be used towards employing suitable design personnel and (ii) the
remainder of approximately 57% will be used towards the operational cost of
our design team; and

Approximately HK$73.6 million, representing about 8% of the net proceeds
from the Global Offering is expected to be used as additional general working
capital.

In the event that the Offer Price is fixed at HK$3.80 per Share, being the lowest point
of the indicative price range, the net proceeds will be reduced by about HK$91.8 million.

In such circumstances, the Directors intend to reduce the application of proceeds

described above proportionally.

In the event that the Offer Price is fixed at HK$4.60 per Share, being the highest
point of the indicative price range, the net proceeds will be increased by about HK$91.8

million. In such circumstances, the Directors intend to apply the additional proceeds

proportionally.

To the extent that the net proceeds of the Global Offering are not immediately

required for the above purposes, the Directors currently intend that such proceeds will be

placed on short-term deposits with licensed banks or financial institutions in Hong Kong.
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SUMMARY OF RISK FACTORS

We believe there are certain risks involved in our operations. Many of these risks are

beyond our control and can be categorized as: (i) risks relating to our business; (ii) risks

relating to our industry; (iii) risks relating to the PRC; and (iv) risks relating to the Global

Offering.

Risks relating to our business

We rely heavily on our V.E. DELURE and TESTANTIN brands. We may not be
able to effectively promote and maintain our brands;

We may not be able to respond in a timely manner to rapid changes in fashion
trends and consumer tastes in the PRC;

Our business may be negatively affected if our distributors fail to comply with
our retail policies;

The loss of, or significant decrease in, sales to our major distributors may have
a material adverse effect on our financial condition and results of operations;

Our ability to lease properties in suitable locations and on commercially
acceptable terms may affect our expansion plans;

We may be required to seek alternative premises and/or we may be required
to pay penalties for some of our leased properties if our landlords do not have
title thereto and for non-registration or change of prescribed use of some of
our leased properties;

We may not be able to monitor the retail sales price and inventory levels of our
distributors;

Our brand image and profitability may be negatively affected by actions of
our outsourced manufacturers and distributors;

We rely on our outsourced manufacturers for the production of most of our
products and any material disruption to the supply of products from our
outsourced manufacturers would materially and adversely affect our results
of operations;

We may be affected by intellectual property rights infringement;

We may not be able to adequately protect our intellectual property rights;

Fluctuations in the price, availability and quality of raw materials could cause
production delays and increase production costs;
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. A labor shortage or an increase in labor cost or the cost of products
manufactured by outsourced manufacturers may expose us to an increase in
total cost;

o We may not be able to manage our rapid growth and expansion of our retail

network effectively;

. We may lose our license to sell CARTIER accessories or may not be able to
renew such license on commercially reasonable terms or at all;

o We are heavily dependent on certain key executives and senior management;

. Any significant disruption or damage to our administrative or production

facilities could have a material adverse effect on our results of operations;
o Our inventory may become obsolete;

o We may not successfully integrate newly acquired or licensed brands and/or

businesses into our business model;

o Our suppliers and outsourced manufacturers may be affected by national and
local government regulations in the areas in which they operate;

. We may be exposed to product liability, property damage or personal injury
claims;

o The Company’s future dividend policy is subject to the discretion of the

Directors;

. We may not be able to secure future financing; and

. We will not continue to receive preferential tax treatments that we currently
enjoy.

Risks relating to our industry

. We face intense competition in the menswear industry in the PRC;

o Our sales volume is sensitive to seasonality effects and weather patterns;

. We may be affected by the recent global financial turmoil; and

o Our business may be affected by events that are beyond our control, such as

natural disasters, outbreaks of epidemics, acts of war, terrorist acts, and social
or political unrest.
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Risks relating to conducting operations in the PRC
o We may be affected by changes in the PRC foreign exchange regulations;

. Fluctuations in the exchange rates of the Renminbi may affect our business

and results of operations;

. We may experience fluctuations in consumers’ purchasing behavior caused by
changes in macroeconomic conditions in the PRC; and

. Interpretation of PRC laws and regulations involves uncertainty that could
adversely affect our business and results of operations and limit the legal
protections available to investors.

Risks relating to the Global Offering

o There has not been any prior public market for the Shares. The market may be
volatile and liquidity may be low;

o Shareholders’ interests may be diluted;

. Future sales or perceived sales of substantial amounts of the Shares in the
public market could have a material adverse effect on the prevailing market
price of the Shares;

o Certain facts and public statistics in this prospectus may not be reliable;

o It may be difficult to effect service of process upon us or the Directors who
reside in the PRC or to enforce against them or us in the PRC any judgments
obtained from non-PRC courts;

. There are forward-looking statements in this prospectus; and

o Investors should read this entire prospectus carefully and should not consider
any particular statement in this prospectus or in published media reports

without carefully considering the risks and other information contained in

this prospectus.
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In this prospectus, the following expressions shall have the meanings set forth below
unless the context otherwise requires.

“Adjustment”

“Admiralfly”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

“Audit Committee”
“Board”

“Business”

“Business Day”

IIBVIU

as referred to in Clause 6 of the Subscription and SP
Agreement, particulars of which are set out in the
section headed “Financial Investor” in this prospectus

Admiralfly Holdings Limited, an investment holding
company incorporated in the BVI with limited
liability on 28 August 2009, which will directly hold
approximately 14.26% interest of the Company upon
completion of the Global Offering (before exercise of
the Over-allotment Option) and is wholly-owned by
New Horizon

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s), or where
the context so requires, any of them, relating to the
Hong Kong Public Offer

the articles of association of the Company, adopted on
8 October 2010, and as amended from time to time

has the meaning ascribed thereto under the Listing
Rules

the audit committee of the Board of the Company

the board of Directors

means:

(a) the branding, design, manufacturing and
distribution of business formal and casual
menswear in the PRC; and

(b) any other activities which, subject to the
Securityholders” Agreement, the Board decides
from time to time to be carried on by the Group

any day (excluding Saturdays, Sundays or public

holidays) on which banks in Hong Kong are generally

open for business

the British Virgin Islands
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“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CAGR”

“Cayman Islands Companies

”

Law

“Chan Brothers”

“CLSA” or, a “Joint Global

i

Coordinator,” “Joint

Bookrunner” or “Joint Lead
Manager”

“Company”

“Companies Ordinance”

“Controlling Shareholder(s)”

“Conversion”

the Central Clearing and Settlement System
established and operated by HKSCC

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

a person admitted to participate in CCASS as a
custodian participant

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

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

compound annual growth rate, a method of assessing
the average growth of a value over time

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

Mr. Chan and Messrs. Chen Yunan and Chen Minwen,
all being executive Directors

CLSA Limited, licensed to conduct type 1 (dealing in
securities) and type 4 (advising in securities)
regulated activities under the SFO, acting as a Joint
Global Coordinator, Joint Bookrunner and Joint Lead
Manager of the Global Offering

Evergreen International Holdings Limited = H [ [
(SR E) ERARAF, an
incorporated in the Cayman Islands with limited
liability on 26 June 2008

exempted company

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

has the meaning ascribed thereto under the Listing
Rules, and in the context of the Company, means Mr.
Chan and Pacific Success

the conversion of the Redeemable Convertible Bonds

into Shares in full by Admiralfly pursuant to the
Subscription and SP Agreement
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“Deed of Indemnity”

“Deed of Non-Competition”

“Definitive Agreements”

“Director(s)”

IIERP ”

“Evergreen Asia”

“Evergreen Guangdong”

“Evergreen International”

the deed of indemnity dated 8 October 2010 and
executed by the Controlling Shareholders in favor of
the Company, particulars of which are set out in the
section headed “Other information — Estate duty, tax
and other indemnity” in Appendix VI to this
prospectus

the deed of non-competition dated 8 October 2010 and
executed by the Controlling Shareholders in favor of
the Company, particulars of which are set out in the
section headed “Relationships with the Controlling
Shareholders — Deed of Non-Competition” in this
prospectus

the Subscription and SP Agreement, the disclosure
letter issued by the Company and Mr. Chan to
Admiralfly dated 29 April 2010 and the
Securityholders” Agreement

the director(s) of the Company, including all
executive and independent non-executive directors,
from time to time

Enterprise Resources Program

Evergreen (Asia) Trading Company Limited =¥ (52
M) Z o ABRAT, a company incorporated in Hong
Kong with limited liability on 19 September 1997 and
a wholly-owned subsidiary of Sunsonic. It is
principally engaged in import and export of
materials, garment products and accessories

B (R kA PRAF, a sino-foreign enterprise
established in the PRC on 12 May 2005 and,
subsequently became a wholly-owned foreign
enterprise and a wholly-owned subsidiary of
Evergreen International. It is principally engaged in
manufacturing and sale of clothing and clothing
accessories

Evergreen International Group Limited =B 4 # ([
F%) AR A ], a company incorporated in Hong Kong
with limited liability on 18 August 2004 and a
wholly-owned subsidiary of Sunsonic. It is
principally engaged in investment holding and
trading of garment products
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“First Six-month Period”

“Frost & Sullivan”

”

“Frost & Sullivan Report

IIGDPN

“Global Offering”

“GREEN Application Form(s)”

//Groupﬂ

“Guangzhou Changyue”

“Guangzhou Changzhuxing”

“Guangzhou Dilai”

“HK$” or “Hong Kong dollars”

“HKSCC”

“HKSCC Nominees”

the period commencing from the date of this
prospectus and ending on the date which is six
months from the Listing Date

Frost & Sullivan (Beijing) Inc., a global market
research and consulting company, which is an
Independent Third Party

a report we commissioned with Frost & Sullivan
dated 31 August 2010 regarding menswear market in
the PRC

gross domestic product

the International Placing and the Hong Kong Public
Offer

the application form(s) to be completed by the White
Form eIPO Service Provider

the Company and its subsidiaries

JE N R85 A BR A F, a company established in the
PRC with limited liability on 8 June 2005 and a
wholly-owned subsidiary of Evergreen Guangdong.
It is principally engaged in the sale of apparel and
accessories of V.E. DELURE brand in PRC

BN TR BB 5 A FR/A 7], a company established in
the PRC with limited liability on 15 January 2004 and
a wholly-owned subsidiary of Evergreen Guangdong.
It is principally engaged in sale of apparel and
accessories of TESTANTIN brand and products of
CARTIER brand

B T 5 85 e A BR/A 7], a company established
in the PRC with limited liability on 28 July 2000 and
was deregistered in July 2010. It was beneficially
wholly-owned by Mr. Chen Yunan and Mr. Chen
Minwen throughout and before its deregistration

Hong Kong dollars, the lawful currency of Hong
Kong

Hong Kong Securities Clearing Company Limited

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

“Hong Kong Public Offer”

“Hong Kong Public Offer
Shares”

“Hong Kong Public Offer
Underwriters”

“Hong Kong Public Offer
Underwriting Agreement”

7

“Hong Kong Stock Exchange’
“IFRS”

“Independent Third Party(ies)”

“International Placing”

“International Placing Shares”

“International Underwriters”

the Hong Kong Special Administrative Region of the
PRC

the offer by the Company of initially 23,668,000 Offer
Shares for subscription by the public in Hong Kong
(subject to adjustment as described in the section
headed “Structure of the Global Offering” of this
prospectus) for cash at the Offer Price (plus brokerage
of 1%, SFC transaction levy of 0.003% and Hong Kong
Stock Exchange trading fee of 0.005%) on and subject
to the terms and conditions described in this
prospectus and the Application Forms as further
described in the section headed “Structure of the
Global Offering” in this prospectus

the Offer Shares offered for subscription pursuant to
the Hong Kong Public Offer

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

the underwriting agreement dated 21 October 2010
relating to the Hong Kong Public Offer entered into
by the Company, the Controlling Shareholders, the
executive Directors, the Joint Global Coordinators, the Sole
Sponsor and the Hong Kong Public Offer Underwriters

The Stock Exchange of Hong Kong Limited
International Financial Reporting Standards

a person(s) or company(ies) who/which is or are not a
connected person (within the meaning of the Listing
Rules) of the Company

the conditional placing of the International Placing
Shares at the Offer Price as set out in the section
headed “Structure of the Global Offering” in this
prospectus

the 213,006,000 new Shares initially being offered for
subscription under the International Placing (subject
to adjustment as described in the section headed

“Structure of the Global Offering” in this prospectus)

the underwriters of the International Placing
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DEFINITIONS

“International Underwriting
Agreement”

“Latest Practicable Date”

“laws”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Main Board”

“Master (HK)”

IIMOC ”

“multi-brand and other
distributors”

“Mr. Chan”

the international underwriting agreement to be
entered into between the Company, the Controlling
Shareholders, the executive Directors, the Joint Global
Coordinators and International Underwriters in
respect of the International Placing

15 October 2010, being the latest practicable date for
the inclusion of information in this prospectus prior
to its publication

all laws, rules, statutes, ordinances, regulations,
guidelines, opinions, notices, circulars, orders,
judgements, decrees or rulings of any governmental
authority and “law” includes any one of them

listing of the Shares on the Main Board

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

the date on which dealings in the Shares on the Main
Board first commence

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

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

Master (Hong Kong) Marketing Limited # %2 (i)
M5 KB GRRA T, a company incorporated in Hong
Kong with limited liability on 9 January 2004 and a
wholly-owned subsidiary of Sunsonic. It is
principally engaged in the retail and trading of
apparel and accessories of V.E. DELURE and
TESTANTIN brands in Hong Kong

The Ministry of Commerce of the PRC (13 A\ R LA
[ 7 5 46 )

distributors which do not operate through a Retail
Store dedicated solely to one of our brands

Mr. Chan Yuk Ming B & W], a Controlling Shareholder
and an executive Director
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DEFINITIONS

“New Horizon”

“New Trend”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“Pacific Success”

7

New Horizon Capital III, L.P., a limited liability
partnership established in the Cayman Islands on 22
September 2008. It focuses on equity investment in
China and it will indirectly hold approximately
14.26% interest of the Company upon completion of
the Global Offering (before exercise of the
Over-allotment Option)

New Trend Apparel Limited J&#ENRfifi 5 BR 2 A
(formerly known as Tieshidandun Apparel Ltd. #Jif
FHE i i 47 BR 2 7)), an inactive investment holding
company incorporated in Hong Kong with limited
liability on 19 February 2002 which is wholly-owned
by Mr. Chan

the final offer price per Offer Share (exclusive of a
brokerage fee of 1.0%, SFC transaction levy of 0.003%
and Hong Kong Stock Exchange trading fee of 0.005%)
of not more than HK%$4.60 and expected to be not less
than HK$3.80, such price to be agreed upon by the
Company and the Joint Global Coordinators (on
behalf of the Underwriters) on or before the Price
Determination Date

the Hong Kong Public Offer Shares and the
International Placing Shares

the option to be granted by the Company to the
International Underwriters, exercisable by CLSA
(after consultation with Piper Jaffray Asia Securities)
on behalf of the International Underwriters at any
time from the date of the International Underwriting
Agreement up to (and including) Friday, 26
November 2010, being the 30th day after the last day
for the lodging of applications under the Hong Kong
Public Offer, to require the Company to issue up to an
aggregate of 35,501,000 additional Offer Shares,
representing approximately 15% of the initial size of
the Global Offering, to cover over-allocations in the
International Placing as described in the section
headed “Structure of the Global Offering” in this
prospectus

Pacific Success Holdings Limited (previously known
as Kasino Success Holdings Limited), an investment
holding company incorporated in the BVI with
limited liability on 16 April 2008 which is wholly
owned by Mr. Chan
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DEFINITIONS

“Piper Jaffray Asia” or
“Sole Sponsor”

“Piper Jaffray Asia Securities”

or, a “Joint Global Coordinator,”

“Joint Bookrunner” or
“Joint Lead Manager”

//POSII

“PRC” or “China” or the

“People’s Republic of China”

“PRC Legal Advisor”

“Price Determination
Agreement”

”

“Price Determination Date

“Redeemable Convertible
Bonds”

“Reorganization”

Piper Jaffray Asia Limited, a licensed corporation
under the SFO permitted to carry out type 1 (dealing
in securities) and type 6 (advising on corporate
finance) regulated activities (as defined under the
SFO), being the sole sponsor to the Global Offering

Piper Jaffray Asia Securities Limited, licensed to
conduct type 1 (dealing in securities) and type 4
(advising in securities) regulated activities under the
SFO, acting as a joint global coordinator, joint
bookrunner and joint lead manager of the Global
Offering

point of sale

the People’s Republic of China which for the purpose
of this prospectus does not include Hong Kong, the
Macau Special Administrative Region of the PRC and
Taiwan

GFE Law Office, the Company’s PRC legal advisor

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

on or around Thursday, 28 October 2010 or such later
time as may be agreed by the Company and the Joint
Global Coordinators (on behalf of the Underwriters)
at which time the Offer Price is determined, but in any
event, no later than Tuesday, 2 November 2010

the redeemable convertible bonds issued by the
Company to Admiralfly in the aggregate principal
amount of US$25,000,000

the reorganization arrangements undergone by the
Group in preparation for the Listing, which are more
particularly described in the section headed “History,
Reorganization and Group Structure” in this
prospectus
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DEFINITIONS

“Retail Store” or “Store”

“Richemont”

“Richwood”

“RMB” or “Renminbi”

//SAFE ”

“Second Six-month Period”

“Securityholders” Agreement”

“Stock Borrowing Agreement”

“Subscription and SP
Agreement”

* for identification purpose only

the venue or location operated by us or our
distributors (excluding multi-brand and other
distributors) exclusively dedicated to the sale of
products under our proprietary brands or licensed
brands, including, without limitation, stores, shops,
boutiques, sales stalls and counters, whether
stand-alone or located in a department store, a
shopping mall or a shopping area in a mixed-use or
multi-purpose complex or building

Richemont Commercial Company Limited, a
company incorporated and existing under the laws of
the People’s Republic of China

Richwood Management Limited (%t 8 & 3 A FRA %),
a company incorporated in the BVI with limited
liability on 1 July 2004 and a wholly-owned
subsidiary of Sunsonic. It is principally engaged in
holding trademarks for the Group

Renminbi, the lawful currency of China

the State Administration of Foreign Exchange of the
PRC ([ [ 5 A1 BE 7 21 ) )

the period of six months commencing from the
expiration of the First Six-month Period

the securityholders’ agreement dated 29 April 2010
and executed by Admiralfly, Pacific Success, Mr. Chan
and the Company

the stock borrowing agreement expected to be entered
into on or about the Price Determination Date
between CLSA and Pacific Success pursuant to which
Pacific Success will agree to lend up to 35,501,000
Shares to CLSA on terms set forth therein

the subscription and sale and purchase agreement
dated 29 April 2010 and executed by the Company,
Pacific Success, Mr. Chan and Admiralfly, as
supplemented by the amendment letter dated 25 May
2010
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DEFINITIONS

“Supplemental Agreement”

“SFEC” or “Securities and
Futures Commission”

“SFO” or “Securities and

Futures Ordinance”

“Share(s)”

“Share Option Scheme”

”

“Share Repurchase Mandate

“Shareholder(s)”

“State Council”

“subsidiary(ies)”

“substantial shareholder(s)”

“Sunsonic”

the supplemental agreement to the Subscription and
SP Agreement dated 2 August 2010 and executed by
the Company, Pacific Success, Mr. Chan and
Admiralfly

the Securities and Futures Commission of Hong Kong

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

ordinary share(s) with nominal value of HK$0.001
each in the share capital of the Company, which are to
be subscribed for and traded in Hong Kong dollars
and listed on the Hong Kong Stock Exchange

the share option scheme conditionally approved and
adopted by the Company on 8 October 2010, a
summary of its principal terms is set out under the
section headed “Share Option Scheme” in Appendix
VI to this prospectus

the general unconditional mandate to repurchase
Shares granted to the Directors pursuant to the
written resolutions of all the Shareholders passed on 8
October 2010 as described in the section headed
“Share capital — General mandate to repurchase
Shares” in this prospectus

the holder(s) of the Shares

B %5 Pt, the Central Government of the People’s
Republic of China which is the highest executive
organ of State power, as well as the highest organ of
State administration

has the meaning ascribed to it under section 2 of the
Companies Ordinance

has the meaning ascribed to it under the Listing Rules
Sunsonic Holdings Limited, an investment holding
company incorporated in the BVI with limited

liability on 16 April 2008 and a wholly-owned
subsidiary of the Company
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DEFINITIONS

“Takeovers Code”

“The Management Center for

Table Tennis and Badminton”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“US$” or “U.S. dollars”

“VEDS”

“WHITE Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

//0/0 ”

the Code on Takeovers and Mergers of Hong Kong

The Management Center of Table Tennis and
Badminton of the General Administration of Sport of

China (BIZ # & #85 fo CBRoM B RRE B 4 21 Pl

the three financial years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2010

the Hong Kong Public Offer Underwriters and the
International Underwriters

the Hong Kong Public Offer Underwriting Agreement
and the International Underwriting Agreement

the United States of America, including its territories
and possessions

United States dollars, the lawful currency of the
United States

VE Delure SARL, a company incorporated in France
with limited liability on 22 October 2001 and a
wholly-owned subsidiary of Richwood. It is
principally engaged in holding trademarks for the
Group

the form of application for the Hong Kong Public
Offer Shares for use by the public

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

Computershare Hong Kong Investor Services Limited

per cent
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DEFINITIONS

In this prospectus:

a i a i a

“Group,” “the Group,” “our Group,” “our,” “we,” “us” and “ourselves” means the
Company and its subsidiaries from time to time and where the context refers to any
time prior to the completion of the Reorganization.

/7

The terms “connected person,” “controlling shareholder” and “connected
transaction” shall have the meanings given to such terms in the Listing Rules, unless

the context otherwise requires.

Certain amounts set out in this prospectus have been rounded. Accordingly, figures
shown as totals of certain amounts may not be an arithmetic sum of such amounts,
and figures shown as totals in certain tables may not be an arithmetic aggregation of
the figures preceding them.

Unless otherwise specified, all relevant information contained in this prospectus

assume no exercise of the Over-allotment Option.

In this prospectus, unless otherwise stated, certain amounts denominated in RMB
have been translated into Hong Kong dollars and vice versa at an exchange rate of
RMB1.00 = HK$1.15, and certain amounts denominated in US$ have been translated
into Hong Kong dollars and vice versa at an exchange rate of US$1.00 = HK$7.78, for
illustration purpose only. Such conversions shall not be construed as
representations that amounts in RMB or US$ were or may have been converted into
Hong Kong dollars at such rates or any other exchange rates.

If there is any inconsistency between the official Chinese names of PRC laws or
regulations or PRC government authorities or PRC entities mentioned in this
prospectus and their English translations, the Chinese version shall prevail. English
translations of official Chinese names are for identification purpose only.

All times referred to in this prospectus in relation to the Global Offering refer to
Hong Kong local time.

In this prospectus, our classification as a middle-upper to high-end menswear
enterprise and the positioning of our V.E. DELURE brand as a high-end brand and
the positioning of our TESTANTIN brand as a middle-upper brand are based on the
classification of Frost & Sullivan as set out in the section headed “Industry

Overview” in this prospectus.

In this prospectus, “tier one cities” refer to Beijing, Shanghai and Guangzhou, “tier
two cities” refer to provincial capital cities excluding Beijing, Shanghai and
Guangzhou, “tier three cities” refer to prefecture-level cities excluding provincial

capital cities and “tier four cities” refer to county-level cities.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements. Statements that are not historical
facts, including statements about our intentions, beliefs, expectations or predictions for the
future, are forward-looking statements.

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

These forward-looking statements include, without limitation, statements relating

to:
o our business strategies and plans of operation;
o our capital expenditure plans;
. our operations and business prospects;
o our Company’s projected dividend policy;
o the regulatory environment as well as the general industry outlook of our
industry;
. future development in our industry; and
. the general economic trend of China.

This prospectus contains certain statements that are “forward-looking” and uses
forward-looking terminology such as “may,” “future,” “plan” or “planned,” “will” or
“could,” “would,” “should,” “estimates” or “estimated,” “expected,” “anticipates,”
“draft,” “eventually” or “projected.” Those statements include, among other things, the
discussion of our growth strategies and expectations concerning our future operations,
liquidity and capital resources. Forward-looking statement involves inherent risks and

a7

uncertainties and, although we believe the assumptions on which the forward-looking
statements are based are reasonable, any or all of those assumptions could prove to be
inaccurate and as a result, the forward-looking statements based on those assumptions
may also be incorrect. Purchasers of the Shares are cautioned that a number of factors
could cause actual outcomes to differ, or to differ materially, from those expressed in any
forward-looking statement. The risks and uncertainties in this regard include those
identified in the risk factors discussed below. In light of these and other risks and
uncertainties, the inclusion of forward-looking statements should not be regarded as
representations by the Directors that our plans and objectives will be achieved.

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

—29_



RISK FACTORS

Investors should carefully consider all of the information set out in this prospectus and,
in particular, should consider and evaluate the following risks in connection with an
investment in the Company. Investors should also pay particular attention to the fact that we
conduct a considerable part of our operations in mainland China, which has a legal and
regulatory environment that may differ in some respects from that of other countries. The
business, financial condition or results of our operations could be adversely and materially
affected by such risks and uncertainties. The trading price of the Shares could decline due to
any of these risks, and investors may lose all or part of their investment. For more information
concerning the PRC and certain related matters discussed below, please refer to the section
headed “Regulatory Overview” in this prospectus.

RISKS RELATING TO OUR BUSINESS

We rely heavily on our V.E. DELURE and TESTANTIN brands. We may not be able to
effectively promote and maintain our brands

Most of our revenue during the Track Record Period were generated through sales
of our V.E. DELURE and TESTANTIN brand products. Our revenue from sales of V.E.
DELURE and TESTANTIN brand products were approximately RMB189.5 million,
RMB314.4 million, RMB386.6 million and RMB236.8 million, representing approximately
97.8%, 92.4%, 94.5% and 95.0% of our total revenue, for the three years ended 31 December
2007, 2008 and 2009 and the six months ended 30 June 2010, respectively. Therefore, the
V.E. DELURE and TESTANTIN brands are critical to our success. We believe that brand
image is a determining factor that affects consumers purchasing decisions for menswear
products. To effectively promote our brands, we strive to build and maintain our brands’
image as unique and uniform. We do this by focusing on a variety of promotional and
marketing activities to promote the brand image and awareness. If we are unsuccessful in
promoting our brands’ image or fail to maintain our brands’ position among our targeted
consumer groups, market perception and consumer acceptance of our brands may be
eroded and our business, financial condition and results of operations may be adversely
affected. We also promote our brands through sponsoring events organized by magazines,
the PRC national table tennis team and the PRC national badminton team. We are, in part,
dependent on the market perception of these events, and the PRC national table tennis
team and the PRC national badminton team, over which we have no control. Any negative
publicity, whether in the PRC or abroad, regarding any of our brands and images could
have a material adverse effect on the public’s perception of our brands. There is no
assurance that we will be able to effectively promote and maintain our brands and if we
fail to do so, the goodwill of such brands may be undermined, and accordingly our
business, as well as our financial results, may be materially and adversely affected.

We may not be able to respond in a timely manner to rapid changes in fashion trends
and consumer tastes in the PRC

The apparel industry is highly susceptible to changes in fashion trends and
fluctuations in consumer tastes and preferences. In order to achieve continued and
sustained success in our business, we must be able to anticipate, identify and respond
promptly to such changes. If we fail to anticipate accurately and respond in a timely
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RISK FACTORS

manner to these changes, we may experience lower sales volumes, lower selling prices
and lower profit margins. As such, our financial results may be adversely affected. On the
other hand, if we fail to anticipate the increase in consumer demand for apparel products,
we may experience inventory shortages and loss of sales opportunities, which may also
materially and adversely affect our image.

Our business may be negatively affected if our distributors fail to comply with our
retail policies

Some of our V.E. DELURE and TESTANTIN Retail Stores are operated by our
distributors. As at 31 December 2007, 2008 and 2009 and 30 June 2010, we had 60, 101, 90
and 88 distributors, respectively (out of which 3, 11, 9 and 9 operated both V.E. DELURE
and TESTANTIN Stores, respectively). Apart from these distributors, we had 1, 31, 17 and
4 multi-brand or other distributors as at 31 December 2007, 2008 and 2009 and 30 June
2010, respectively. Multi-brand or other distributors are either (i) distributors which
normally sell our V.E. DELURE and/or TESTANTIN products together with products
under other third party brands in the same store in which V.E. DELURE and/or
TESTANTIN products do not occupy a dedicated sales area or counter; or (ii) distributors
which do not operate through a Store. In general, multi-brand or other distributors
operate in relatively more remote areas. For the years ended 31 December 2007, 2008 and
2009 and the six months ended 30 June 2010, revenue contributed by multi-brand or other
distributors amounted to RMBO0.9 million, RMB8.3 million, RMB13.1 million and RMB3.6
million, respectively, representing 0.5%, 2.4%, 3.2% and 1.5% of our total revenue. For the
same period, revenue contributed by our distributors amounted to RMB129.7 million,
RMB196.1 million, RMB222.1 million and RMB132.5 million, respectively, representing
67.0%, 57.6%, 54.2% and 53.2% of our total revenue. We rely on contractual obligations set
forth in our distributorship agreements to implement our retail policies in the Stores
operated by our distributors. In the past, we have experienced certain violations of our
distributorship agreements, including our distributors offering discounts on products
greater than is allowed and mislabeling of certain products. Although we have taken steps
to prevent these violations and will take remedial action if we learn of violations, we
cannot assure you that these or similar violations will not occur in the future. If our
distributors fail to comply with our retail policies, we may not be able to effectively
manage our sales network, maintain a uniform brand image or we may be subject to
consumer action taken by our end-customers or be affected by regulatory action taken by
governmental authorities against our distributors, which may result in erosion of
goodwill and an unfavorable public perception of our brands. Although we have the right
to replace any distributor that fails to comply with our retail policies, there is no assurance
that we will be able to find replacements for them in a timely manner, or at all. As a result,
our business and results of operations may be materially and adversely affected.

The loss of, or significant decrease in, sales to our major distributors may have a
material adverse effect on our financial condition and results of operations

Our five largest distributors together accounted for about 12.3%, 12.2%, 11.3% and
16.2% of the total revenue and our largest distributor accounted for about 3.4%, 3.3%, 3.7%
and 4.7% of our total revenue for the three years ended 31 December 2007, 2008 and 2009
and the six months ended 30 June 2010, respectively. Our distributorship agreements
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RISK FACTORS

generally have a term of one year, and there is no assurance that the agreements will be
renewed on the same or similar terms, or at all. There is no assurance that our existing
distributors will continue to place orders with us at historical levels, or that we would be
able to find sizable distributors to purchase similar types and quantities of goods should
we lose any of our existing distributors. If any of our major distributors substantially
reduce their transaction volume or cease their business relationship with us, our financial
condition and results of operations may be materially and adversely affected.

Our ability to lease properties in suitable locations and on commercially acceptable
terms may affect our expansion plans

We enter into concessionaire and lease agreements in order to obtain retail space for
the operation of our self-operated Stores. There is no assurance that we will be able to
obtain retail space for our new self-operated Stores on concessionaire fees or lease terms
that are acceptable to us, or at all. Additionally, we cannot guarantee that we will be able
to renew our existing concessionaire or lease agreements upon expiry or on terms and
conditions that are acceptable to us. Generally, the term of these agreements ranges from
six months to one year. If such existing concessionaire or lease agreements cannot be
renewed, we will have to find alternative premises that may not be located in areas that
offer similar business environments. In addition, failure to renew such retail spaces will
provide an opportunity for competitors to move into such retail spaces previously
occupied by us. Accordingly, failure to secure such retail spaces for our self-operated
Stores on terms that are acceptable to us may increase our cost of operations and
materially and adversely affect our turnover and financial performance.

For the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, we incurred rental fees for Retails Stores of RMB26.3 million, RMB43.1
million, RMB49.9 million and RMB34.4 million, respectively, among which RMB15.4
million, RMB14.7 million, RMB10.8 million and RMB6.0 million, respectively, were
attributable to fixed rental expenses while RMB10.9 million, RMB28.4 million, RMB39.1
million and RMB28.4 million, respectively, were attributable to concessionaire
commissions. During the Track Record Period, the concessionaire commissions
represented 41.3%, 65.9%, 78.4% and 82.6%, respectively, of the rental fees for Retail
Stores, mainly due to our increasing utilization of the distribution model pursuant to
which we enter into sales concessionaire arrangements with department stores or
shopping malls to obtain retail space for our self-operated Retail Stores. The Directors
confirmed that the fixed rental expenses that we paid during the Track Record Period were
based on arms-length negotiations and comparable to the rental rates in the relevant
markets during such periods. Please refer to the section titled “Business — Sales and
Distribution — I. Self-operated Stores” in this prospectus for more details.

We may be required to seek alternative premises and/or we may be required to pay
penalties for some of our leased properties if our landlords do not have title thereto and
for non-registration or change of prescribed use of some of our leased properties

(i) Leased properties that have not been provided ownership certificates

As at 31 August 2010, certain building ownership certificates in respect of a total
floor area of 7,682.63 sq.m. of the properties leased by us in the PRC had not been
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RISK FACTORS

(ii)

(iii)

provided by the relevant landlords to prove their ownership titles or rights to these
properties as required under the relevant PRC laws and regulations. As a result, the
validity of the relevant lease agreements is uncertain. As at 31 August 2010, among
these properties, about 230 sq.m. were used by us for Retail Store operation in
Nanning, about 4,592.63 sq.m. were used as offices and about 2,860 sq.m. were used
as warehouses. Our Nanning Store contributed about 0%, 0.5%, 1.3% and 1.8% of
our revenue for the three years ended 31 December 2007, 2008, 2009 and the six
months ended 30 June 2010, respectively. In the event that the title to any of these
leased properties is defective, we may be required to cease our occupation and
usage of the above properties.

The PRC Legal Advisor has advised us that it cannot confirm whether we are using
those leased properties without ownership certificates according to the allowed
land use prescribed in the ownership title certificates. The Directors confirmed that
they are not aware of any third parties challenging the validity of the relevant leases
or requiring us to vacate these properties. Only if we are not in compliance with the
land use stipulated in the lease agreements will we be exposed to any liabilities or
penalties.

Leased agreements not duly registered with the relevant PRC governmental authorities

As at 31 August 2010, lease agreements of 14 of our leased properties have not been
registered with the relevant PRC governmental authorities. According to the
relevant administrative regulations issued by the local governments of the
respective cities where the leased properties are located, there is no provision in the
relevant laws and regulations that subjects us to any penalties for failure to register
the lease agreements in respect of seven of the properties, and seven of them may
subject us to maximum penalties ranging from RMB500 to RMB30,000 per lease. The
PRC Legal Advisor has confirmed that the maximum amount of possible penalties

for our 14 lease agreements without registration is about RMB100,000 in aggregate.
Leased properties occupied not for the prescribed use of the property

There are eight of our leased properties which we have changed their prescribed use
of property as at 31 August 2010. According to the relevant administrative
regulations issued by the local governments of the cities where such properties are
located, there is no provision in the relevant laws and regulations that subjects us to
any penalties for altering the prescribed use of property in respect of five of these
properties, while three of these may subject us to maximum penalties ranging from
RMB5,000 to RMB50,000 per property. The PRC Legal Advisor has confirmed that
the amount of possible penalties for our eight leased properties which we have
altered their prescribed use of property is about RMB65,000 in aggregate. We may
also be required to vacate these properties.
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In the event we are required to relocate from any of the above-mentioned leased
properties, we may incur relevant costs relating to such relocation and may experience
certain business interruption. The estimated time for the relocation of any of these leased
properties will be for a period ranging from fifteen to one-hundred days and the estimated
cost for the relocation of these leased properties would amount to approximately
RMB130,000 in aggregate. Further, the relocation of the Retail Stores in Nanning may
incur an estimated loss of profits of approximately RMB1,549,000 if calculated based on
the average monthly profit generated by this Retail Store in 2009. In addition, we may not
be able to find suitable alternative premises for our Retail Store operation and our
business may be adversely affected if we relocate to a less desirable location.

We may not be able to monitor the retail sales price and inventory levels of our
distributors

We may not be able to exercise adequate control in practice over the retail sales price
and the inventory levels of our distributors. Our sales team is responsible for monitoring
our distributors” performance. Our distributorship agreements require our distributors to
provide us with their operating status on a regular basis or upon our request. We generally
require the distributors to submit sales and inventory reports on a weekly or monthly
basis. However, such arrangement requires the cooperation of our distributors to
accurately and timely report and submit the relevant data to us, and we cannot ensure the
accuracy of the data collected from our distributors. Due to the above reasons, we may not
be able to immediately monitor the retail sales price and inventory levels at our
distributors Retail Stores, or to identify or prevent any excessive inventory build-up at
these Retail Stores. In addition, there is no assurance that our sales data based on
information in such sales and inventory reports provided by distributors correlates
directly to the sales of our products to the end customers.

Our brand image and profitability may be negatively affected by actions of our
outsourced manufacturers and distributors

During the Track Record Period, the cost of outsourced production as a percentage
of our total cost of sales was about 78.0%, 71.7%, 74.1% and 78.0%, respectively. We may
not be able to exercise adequate control over the operations of our outsourced
manufacturers and are therefore not able to ensure their compliance with applicable laws
and regulations. We enter into distributorship agreements with our distributors but
because they do not constitute members of our Group, we are not in a position to ascertain
that all of our distributors have obtained all licenses, permits and approvals necessary for
their operations or complied with all applicable laws and regulations, notwithstanding
that we reserve the right to terminate our distributorship agreements if our distributors
deviate from any key terms. Failure on the part of any of our outsourced manufacturers or
distributors to comply with applicable laws and regulations, such as product or retail
related, labor and environmental laws and regulations, may result in negative publicity
which may damage our image and reputation, and materially and adversely affect our
profitability.
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We rely on our outsourced manufacturers for the production of most of our products
and any material disruption to the supply of products from our outsourced
manufacturers would materially and adversely affect our results of operations

During the Track Record Period, the cost of outsourced production amounted to
RMB68.8 million, RMB98.3 million, RMB119.4 million and RMB64.2 million, respectively,
representing about 78.0%, 71.7%, 74.1% and 78.0% of our total cost of sales. These
outsourced products comprise certain apparel products as well as accessories. For
example, as at the Latest Practicable Date, we engaged two outsourced manufacturers to
produce high-end suits for our V.E. DELURE brand. For the years ended 31 December
2007, 2008 and 2009 and the six months ended 30 June 2010, revenue contribution from
products produced by these two outsourced manufacturers amounted to RMB6.0 million,
RMB11.1 million, RMB25.2 million and RMB16.5 million, respectively, representing 3.1%,
3.2%, 6.2% and 6.6% of our total revenue. Should these two outsourced manufacturers fail
to deliver products to us, it would severely affect our ability to supply our V.E. DELURE
Stores. We cannot ensure that we will not face material disruptions to the supply of
products from our outsourced manufacturers in the future. In the event of such
disruptions, we may not be able to find suitable alternative outsourced manufacturers on
a timely basis, or offset such disruptions by increasing production at our own production
facilities. During the Track Record Period, the Group had not experienced any material
disruption to the supply of products from the outsourced manufacturers. In addition, as at
the Latest Practicable Date, we did not carry any business interruption insurance to
protect us from disruption in the supply of products. Any material disruption in the
supply of products from our outsourced manufacturers may materially and adversely
affect our results of operations.

We may be affected by intellectual property rights infringement

Competitors or other third parties may believe that one or more of our trademarks
or products infringe their intellectual property rights and initiate legal proceedings
against us. During the Track Record Period, there had been no legal proceeding issued
against us for infringement of intellectual property rights. If any legal proceedings against
us for infringement of intellectual property rights is, or likely to be, successful and we are
unable to obtain any substitute usage of such intellectual property rights on suitable
terms, or unable to redevelop around such disputed intellectual property rights, we may
be prohibited from manufacturing or selling products that are dependent on the use of
such intellectual property rights. Such proceedings could have a material adverse effect
on our financial situation and results of operations. We may also be subject to other legal
and equitable claims, as well as damage to our reputation and image, and such
proceedings and consequences could divert management attention from our business, all
of which could have a material adverse effect on our financial situation and results of
operations.

We may not be able to adequately protect our intellectual property rights
We believe our trademarks and other intellectual property rights are crucial to our

success. Our principal intellectual property rights include trademarks for our V.E.
DELURE and TESTANTIN brands. We are currently applying for the registration of
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trademarks for a number of logos. The success of these applications depends upon a
number of factors, and we cannot guarantee that we will be successful in registering these
trademarks. We significantly depend on PRC laws to protect our trademarks, patents or
other intellectual property rights. During the Track Record Period, the Group did not
encounter instances of counterfeit products. There is no assurance that third parties will
not infringe our intellectual property rights. In addition, there are countries, including but
not limited to the PRC, where protection of patents, trademarks and other intellectual
property rights may not be effective or may be limited. If we are unable to adequately
protect or safeguard our intellectual property rights, our business, financial condition and
results of operations and prospects may be materially and adversely affected.

Fluctuations in the price, availability and quality of raw materials could cause
production delays and increase production costs

We depend on external suppliers for all of the raw materials and product parts for
the production of our apparel products. The principal raw materials used in the
production of our apparel products are fabrics and leather materials. Raw materials are
sourced from both PRC and overseas suppliers. About 20.7%, 25.1%, 41.2% and 33.4% of
our raw material and product parts were sourced from our top five raw materials
suppliers for the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, respectively. Our largest raw material supplier accounted for about
5.7%,7.7%, 16.3% and 14.5% of our total purchases of raw materials for the same periods,
respectively.

According to Frost & Sullivan Report, the market price of leather materials is likely
to remain stable between 2010 and 2012 due to the development of animal husbandry in
China. Our fabrics are mainly made from cotton and wool. According to the Frost &
Sullivan Report, the market price of cotton is expected to grow at 5% to 10% annually
between 2010 and 2012, while that of wool is expected to increase by 10% to 15% annually
between 2010 and 2012, mainly due to economic growth and domestic supply shortage.
The price of raw materials may experience fluctuations that are beyond our control.
Depending on the price fluctuations of raw materials, we may need to adjust the selling
price of our products. However, there is no assurance that we can pass increases in raw
materials costs onto our customers in a timely manner or at all, which could materially
and adversely affect our profit margins.

We must obtain sufficient quantities of quality raw materials from our suppliers in
order to maintain our normal operations. If we are unable to obtain the raw materials from
our suppliers for any reason, we may have to incur additional costs in order to source the
raw materials from alternative suppliers in order to avoid any interruption to our
production schedule. We do not have long term supply contracts with our raw materials
suppliers. There is no assurance that we will be able to contract suitable alternative
suppliers in a timely manner and this could result in a delay in our production schedule,
which may adversely affect our profitability. If we are unable to source quality raw
materials at acceptable prices and in a timely manner, our production schedules may be
adversely affected and the cost of production may increase, and our sales, business and
trading position, as well as our financial results and condition, may be materially and
adversely affected.
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A labor shortage or an increase in labor cost or the cost of products manufactured by
outsourced manufacturers may expose us to an increase in total cost

In addition to raw materials, we rely on our outsourced manufacturers for certain
apparel products. In addition, our production of apparel, packaging and post-finished
processing are labor intensive. For the three years ended 31 December 2007, 2008 and 2009
and the six months ended 30 June 2010, the cost of direct labor amounted to about RMB0.4
million, RMB4.3 million, RMB1.0 million and RMBO0.5 million, respectively, which
accounted for approximately 0.5%, 3.1%, 0.6% and 0.6% of our total cost of sales, and the
cost of outsourced production amounted to RMB68.8 million, RMB98.3 million, RMB119.4
million and RMB64.2 million, respectively, which represented approximately 78.0%,
71.7%, 74.1% and 78.0% of our total cost of sales. Generally, we do not maintain long-term
contracts with our outsourced manufacturers, and prices that we pay for the outsourced
products may increase due to greater industry demand or a shortage of labor. Labor costs
in the PRC have increased and may continue to increase in the future. If we are unable to
identify and take other measures to reduce costs of our outsourced production or direct
labor and are unable to pass on such increases in costs to our customers by increasing the
selling prices of our products, our profit margin may decrease and our financial results
may be materially and adversely affected.

We may not be able to manage our rapid growth and expansion of our retail network
effectively

We have a broad menswear retail network in the PRC. We have grown rapidly over
the past few years and our revenue increased by 75.6% from RMB193.9 million in 2007 to
RMB340.4 million in 2008 and by 20.1% from RMB340.4 million in 2008 to RMB409.0
million in 2009. The number of V.E. DELURE and TESTANTIN Retail Stores aggregately
increased from 167 as at 31 December 2007 to 242 as at 31 December 2008, to 259 as at 31
December 2009 and to 268 as at 30 June 2010. As we continue to expand our retail network,
particularly in the PRC, this expansion plan may place significant strain on our
managerial, operational and financial resources. We may not be able to successfully
manage the rapid growth of our retail network despite adopting various measures and
strategies to do so. Therefore, there is no assurance that the intended growth of our retail
network can be achieved or will become profitable. In addition, an economic downturn,
which may materially and adversely affect the profitability of our Stores, could result in
longer lead-time for new Stores to reach optimal operating levels.

If the expansion of the retail network is not successfully managed, our operating
costs may increase and our sales and financial results may be materially and adversely
affected. We may not meet our retail expansion target if our business or financial
conditions change from what we anticipated or there is a change in the overall economic
conditions of the PRC or the regions in which we plan to locate our Stores or we are unable
to secure locations for additional Stores in well known department stores and shopping
malls where we would expect to draw customers with spending power consistent with our
target clientele. We also may be unable to agree on acceptable financial and operational
terms with potential distributors to be able to expand our distribution network or
landlords to be able to expand our self-operated Stores. In addition, we may not be able to
identify distributors and hire employees to operate our Stores appropriately and in a
manner consistent with the image of our brands.
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We may lose our license to sell CARTIER accessories or may not be able to renew such
license on commercially reasonable terms or at all

Beginning in early 2008, we started to act as an authorized dealer of CARTIER
accessories in designated CARTIER Stores in the PRC. As at the Latest Practicable Date,
we operated three CARTIER Stores in Nanning, Guangxi Province and Fuzhou and
Xiamen, Fujian Province, selling accessories such as watches, pens and leather goods. We
have entered into distributorship agreements with Richemont, which are renewable
annually, whereby Richemont has granted us the right to distribute CARTIER accessory
products. We purchase the accessory products directly from Richemont and sell the
products through the CARTIER Stores we operate. The distributorship agreements can be
terminated immediately by Richemont if we fail to fulfill our obligations. For the years
ended 31 December 2008 and 2009 and the six months ended 30 June 2010, revenue from
CARTIER products accounted for RMB8.8 million, RMB15.5 million and RMB10.1 million,
respectively, representing 2.6%, 3.8% and 4.1% of our total revenue. There is no assurance
that we will be able to fulfil our current obligations under the distributorship agreements
or meet all of the renewal conditions necessary in order to retain our CARTIER license. If
we lose such license, our business as well as our financial results may be materially and
adversely affected.

We are heavily dependent on certain key executives and senior management

Our success depends heavily on our ability to attract, retain and motivate our key
executives and senior management. There is no assurance that these key executives and
members of senior management will not voluntarily terminate their employment with us.
Although we do not rely on any one particular Director or member of senior management,
the loss of any key personnel without a timely and suitable replacement could be
detrimental to the ongoing success of our operations.

In addition, competition for qualified sales and marketing and design personnel is
very intense, and we face competition for such personnel from competitors in our
industry. The competition for qualified personnel may be more acute for us as we are still
a developing company. If we are unable to retain or are unsuccessful in recruiting
qualified sales, marketing and design personnel, we may not be able to maintain our
position as a leading menswear enterprise in the PRC. This may render us incapable of
meeting our growth targets, and our business, financial condition, and results of
operations will be materially and adversely affected.

Any significant disruption or damage to our administrative or production facilities
could have a material adverse effect on our results of operations

We are heavily reliant on the efficient, proper and uninterrupted operation of our
facilities in order to grow our business and meet our contractual obligations with our
distributors and suppliers. Power failures or disruptions, the improper installation or
operation of equipment and the destruction of buildings, equipment and other facilities
due to natural disasters such as hurricanes, fire, flooding or earthquakes would severely
affect our ability to continue our operations. We currently do not carry any business
interruption insurance. No assurance can be given that our insurance coverage would be
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adequate to compensate us for the actual cost of replacing our buildings, equipment and
infrastructure nor can we assure you that such events would not have a material adverse
effect on our business, financial condition and results of operations and prospects.

Our inventory may become obsolete

Our average inventory turnover was about 112 days, 183 days, 251 days and 285
days for the three years ended 31 December 2007, 2008 and 2009 and the six months ended
30 June 2010, respectively. The increase in our average inventory turnover days during the
Track Record Period was primarily due to expansion of our retail network in the PRC and
Hong Kong during the period.

We became an authorized dealer of CARTIER in 2008. Because CARTIER is a luxury
brand, Richemont requires us to operate our CARTIER Stores like a showroom and, as a
result, the buffer inventory for store display and sale is maintained at a higher level than
is typical of most retail stores. In addition, pursuant to the distributorship agreements,
requires us to keep at all times a sufficient and representative stock of CARTIER products
and implement specific inventory requirements for our CARTIER Stores, one of which
opened in Fuzhou, Fujian Province, in March 2008, one in Nanning, Guangxi Province, in
December 2008 and one in Xiamen, Fujian Province, in September 2010. As at 31 December
2008, 2009 and 30 June 2010, our inventories attributable to the CARTIER products were
RMB10.1 million, RMB21.0 million and RMB20.8 million, respectively, or 11.2%, 16.0% and
16.1%, respectively, of our total inventories. For the years ended 31 December 2008 and
2009 and the six months ended 30 June 2010, the inventory turnover days for our
CARTIER products were 344 days, 587 days and 551 days. CARTIER also has the right to
require us to stock new CARTIER products that it may decide to launch on the market at
any time which may further increase our inventory. Due to the foregoing reasons, and the
fact that we have only recently entered into the market of licensed CARTIER products in
the PRC, in the event that sales performance of our CARTIER Stores falls below our
management’s expectation, we may not be able to prevent excessive inventory build-up,
which could result in an inventory write-down or write-off.

We do not generally have a rigid inventory control policy or pre-set inventory level.
Products within the current season will generally continue to be sold in our Retail Stores.
We classify our products as aged products when our designs become outdated and no
longer reflect the trend and style of the current season. We have special offer sales
annually that our staff and their families and friends are invited to attend to clear unsold
aged products. Our inventory provision as at the periods ended 31 December 2007, 2008
and 2009 and 30 June 2010 amounted to nil, RMB4.3 million, RMB6.1 million and RMB12.1
million, respectively.

We may not successfully integrate newly acquired or licensed brands and/or businesses
into our business model

We may acquire or obtain the license to operate additional brands to expand our
business portfolio in the future. Our ability to achieve such expansion depends on our
ability to identify the appropriate additional brands and to initiate, negotiate and
complete the acquisition of or obtain the license for such brands.
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We may experience difficulties in integrating newly acquired or licensed brands or
businesses into our existing business model and in retaining the key personnel to manage
such acquired or licensed brands or businesses. In addition, the cost and duration of
integration could also exceed our original estimation. Further, if we acquire a business
that operates outside of China or offer products that are different from our existing
products, our exposure to these risks may increase because of our limited experience in
operating businesses in foreign jurisdictions or that are not within our existing operations.
Any of these factors could materially and adversely affect our business, operations and
financial results.

Our suppliers and outsourced manufacturers may be affected by national and local
government regulations in the areas they operate

We source a large volume of our raw materials from third-party suppliers and
outsource the production of our product parts to outsourced manufacturers. These
suppliers may be subject to national and local government regulations in the areas in
China they operate. Any change to the relevant government regulations or policies,
whether relating to labor safety, tax treatment, environmental protection or any other
aspects, may directly affect the operating costs of these suppliers. This may in turn
increase the costs of our products or other fees charged to us. In such circumstances, our
costs of sales may increase, thereby materially and adversely affecting our profitability
and financial results.

We may be exposed to product liability, property damage or personal injury claims

We generally do not have product liability insurance because it is not specifically
required under PRC laws. If we are found liable for any product liability claim, we may be
required to pay substantial damages. Even if we are successful in defending such a claim,
we may incur substantial financial and other resources in defending such a claim. In such
circumstances, our financial results will be adversely affected. Depending on the outcome
of any such claims, the reputation of our brands could also be adversely affected. In
addition, we do not maintain third-party liability insurance against claims for property
damage, personal injury or environmental liabilities. We may incur significant costs and
expenses to defend against such claims or enter into settlement agreements. We may be
fined or sanctioned, which could materially and adversely affect our reputation, business,
prospects, financial condition and results of operations. During the Track Record Period,
the Group has not been subjected to any material product liability claim.

The Company’s future dividend policy is subject to the discretion of the Directors

The Company declared and paid out interim dividends out of the Company’s
internal funds in the amount of RMB54.6 million and RMB38.6 million during the year
ended 31 December 2009 and the six months ended 30 June 2010, respectively, in respect of
the relevant prior years’/periods” profit distributed to the Company by the Company’s
subsidiaries. However, the amount of dividends which we may declare in the future will
be subject to the discretion of the Directors depending on the Company’s results, working
capital, cash position, future operations, profitability, surplus and capital requirements, as
well as the Company’s general financial condition and any other factors which the
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Directors may consider to be relevant. Therefore, the Company’s historical dividend
distributions are not indicative of the Company’s future dividend distribution policy.

We may not be able to secure future financing

From time to time, we may require additional funds depending on our future
business plan, market conditions and other factors which are beyond our management’s
control and expectation. Extra funding may also be needed for store expansion or
renovation, to acquire or license new brands, or to strengthen the design team as well as
the back-end office support. The tightening of credit in the PRC which resulted from the
ongoing economic uncertainty may increase our finance costs and create difficulties for us
to renew our existing banking facilities and obtain additional sources of debt financing,
which may affect our overall liquidity. Our lenders may impose more stringent terms
under our credit facilities, request early payment of outstanding loans or request increases
in the amount of pledges for secured borrowings. Further, if we require additional debt
financing, our lenders may require us to agree on restrictive covenants that could limit our
flexibility in conducting future business activities. If we are unable to secure external
financing on acceptable terms to meet our operational and expansion needs, our business
and trading position, as well as our financial results and conditions may be materially and
adversely affected.

We will not continue to receive preferential tax treatments that we currently enjoy

Pursuant to the approval from the tax bureau, Evergreen Guangdong was exempted
from the corporate income tax for its first two profit-making years and is entitled to a 50%
tax reduction in the succeeding three years. The first profitable year of Evergreen
Guangdong was 2006. Therefore, Evergreen Guangdong was exempted from corporate
income tax in 2006 and 2007 and subject to the reduced rate of 12.5% for each of the two
years ended 31 December 2008 and 2009 and also the year ending 31 December 2010.
Beginning on 1 January 2011 and every year thereafter, Evergreen Guangdong will be
subject to a corporate income tax rate of 25%. We do not expect to be able to obtain new
preferential treatments in the future upon the expiration of the preferential income tax
treatment mentioned above and, as a result, our business, financial condition and results
of operations may be materially and adversely affected.

RISKS RELATING TO THE INDUSTRY
We face intense competition in the menswear industry in the PRC

The menswear industry in the PRC is characterized by intense competition from
both international and domestic brands. We generally face competition from brands with
similar brand positioning based on brand recognition, design, product mix, quality, price,
customer service and breadth of retail network, among other factors. There is no assurance
that we will be able to compete effectively against competitors who may have greater
financial resources, greater scales of production, superior technology, better brand
recognition and a wider, more diverse and established distribution network. In order to
maintain our market share and remain competitive, we may be forced to provide more
sales incentives to our distributors, and increase capital expenditures, which may in turn
negatively affect our profit margins and our results of operations.
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In addition, with the liberalization measures adopted pursuant to the PRC’s
accession to the World Trade Organization, or WTO, foreign brands are permitted to
expand their business in the PRC with fewer restrictions. Further, as the economy
continues to grow in the PRC, consumers are expected to accumulate greater purchasing
power and can more readily afford foreign brands. As a result, more foreign brands have
entered, and are continuing to enter, the PRC market, which further increases competition
in the menswear industry in the PRC.

Our sales volume is sensitive to seasonality effects and weather patterns

Our performance is highly subject to seasonal trends or fluctuations. Sales amounts
therefore vary throughout the year with significantly higher levels of sales for our winter
and autumn collections and lower levels of sales for our spring and summer collections.

Extreme changes in weather patterns could also affect consumers’ purchasing
behavior, which may lead to fluctuations in our sales revenue. For example, extended
periods of unseasonably warm weather during the winter season or cool weather during
the summer season could render a portion of our inventory incompatible with such
unseasonable weather conditions. These extreme or unseasonable weather conditions
could have a material adverse effect on our results of operations.

We may be affected by the recent global financial turmoil

The recent economic turmoil during the second half of 2008 and first half of 2009,
which resulted in tightened credit markets, increased unemployment rates and liquidity
problems for financial institutions, has adversely affected the U.S. and the world
economies.

The prolonged global economic downturn, to some extent, could lead to a decline in
consumer confidence and changes to consumer spending patterns in the PRC. This is
particularly so as fashion items are generally considered discretionary consumption items
and the fashion apparel industry is very sensitive to changes in the economy. In such
situations, we may have to offer deeper discounts for longer periods than usual, which
could materially and adversely impact our profit margins.

Our business may be affected by events that are beyond our control, such as natural
disasters, outbreaks of epidemics, acts of war, terrorist acts, and social or political
unrest

From November 2002 to July 2003, the PRC and certain other countries and regions
experienced an outbreak of a new and highly contagious form of atypical pneumonia
known as SARS. In July 2003, the World Health Organization declared that the SARS
outbreak had been contained. However, a number of isolated cases of SARS were reported
in the PRC in 2004. In June 2009, the World Health Organization declared a global
outbreak of a new strain of influenza virus, the HIN1 virus, which affected many
countries worldwide. In May 2008, Wenchuan County of Sichuan Province, was hit by an
earthquake with a magnitude of 7.8 on the Richter Scale. There was no material adverse
impact on our financial position, business operations or prospects as a result of the
earthquake.
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If there is an outbreak or a recurrence of epidemics, a natural disaster in the PRC, a
further spread or mutation of the HIN1 leading to a more severe HIN1 outbreak, acts of
war, terrorist acts, social or political unrest that is beyond our control, it could result in
disruption to our business and could adversely affect our operations and financial results.

RISKS RELATING TO CONDUCTING OPERATIONS IN THE PRC
We may be affected by changes in the PRC foreign exchange regulations

At present, the RMB is freely convertible to other currencies only under limited
circumstances. Foreign invested enterprises are permitted to remit their net profit or
dividends in foreign currencies out of the PRC or to repatriate such profit or dividends
after converting the same from RMB to foreign currencies through authorized banks.
Foreign invested enterprises are also permitted to convert RMB to foreign currencies for
items in the current account, including trade and service related foreign exchange
transactions and payments of dividends to foreign investors. Foreign exchange
transactions in the capital account, including the foreign currency capital in any foreign
investment enterprise in the PRC, the repayment of the principal amount of foreign
currency loans and payments pursuant to foreign currency guarantees, continue to be
subject to significant foreign exchange controls and require the prior approval of SAFE.

Based on our current business model, most of our revenue is derived from the PRC
and is denominated in RMB. If the PRC Government imposes additional restrictions on
the conversion of the RMB to foreign currencies, under the existing foreign exchange
regulations in the PRC, we may have difficulty remitting the profits generated from our
operations in the PRC to Hong Kong, which may in turn adversely affect our ability to pay
dividends to Shareholders in Hong Kong dollars or other foreign currencies.

Fluctuations in the exchange rates of the Renminbi may affect our business and results
of operations

The exchange rates between the Renminbi and the Hong Kong dollar, the U.S. dollar,
the Euro and other foreign currencies are affected by, among other things, changes in the
PRC’s economic and political conditions. In 2005, the PRC government changed its policy
of pegging the value of the Renminbi to the U.S. dollar. Under the new policy, the
Renminbi is pegged against a basket of currencies, determined by the PBOC, against
which it can rise or fall within a regulated band each day. Under the current circumstances
of global economic crisis, the exchange rates of the Renminbi against the US dollar, the
Hong Kong dollar or other foreign currency may fluctuate in an unprecedented way.

Most of our purchases are denominated in Renminbi, U.S. dollars or Euros.
Fluctuations in exchange rates, particularly among the U.S. dollar, Renminbi and the
Euro, may affect our net profit margins and may result in fluctuations in foreign exchange
and operating gains and losses. We have not used any other forward contracts, currency
options or borrowings to hedge our exposure to foreign currency exchange risk. We
cannot predict the impact of future exchange rate fluctuations on our results of operations
and may incur net foreign currency losses in the future.
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Furthermore, following the completion of the Global Offering, we expect a
significant portion of our cash and cash equivalents to be denominated in currencies other
than Renminbi. As our functional currency is Renminbi, such foreign currency
denominated cash and cash equivalents are exposed to fluctuations in the value of
Renminbi against the currencies in which such cash and cash equivalents are
denominated. Any significant appreciation of the Renminbi against these foreign

currencies may result in significant exchange losses.

We may experience fluctuations in consumers’ purchasing behavior caused by changes
in macroeconomic conditions in the PRC

Since a significant portion of our revenue is derived from the PRC, the success of our
business depends on the future growth of the PRC consumer market, which, in turn,
depends on worldwide economic conditions and individual disposable income levels in
the PRC and the resulting impact on levels of consumer spending, which have recently
deteriorated significantly in many countries and regions and may remain depressed for
the near future. There are many factors affecting the level of consumer spending,
including, but not limited to, interest rates, currency exchange rates, recession, inflation,
deflation, political uncertainty, taxation, stock market performance, unemployment levels
and general consumer confidence. There can be no assurance that historical growth rates
of the PRC economy will continue or that projected growth rates of the PRC economy and
the PRC consumer market will be realized. Any future slowdowns or declines in the PRC
economy or consumer spending may materially and adversely affect our business and
results of operations.

Interpretation of PRC laws and regulations involves uncertainty that could adversely
affect our business and results of operations and limit the legal protections available to
investors

The PRC legal system is a civil law system based on written statutes. Unlike
common law systems, it is a system in which prior court decisions have limited
precedential value. Since 1979, the PRC government has promulgated laws and
regulations governing economic matters in general, such as foreign investment, corporate
organization and governance, commerce, taxation and trade. This legislation has
significantly enhanced the protections afforded to various forms of foreign investment in
the PRC in general and laws and regulations applicable to wholly foreign-owned
enterprises in particular. Many of these laws, regulations and legal requirements are
relatively new and because of the limited volume of published cases and their
non-binding nature, interpretation and enforcement of these laws and regulations involve
greater uncertainties than those in jurisdictions under common law systems. These
uncertainties may limit the legal protections available to us and to our investors. We
cannot predict the effect of future developments in the PRC legal system, including the
promulgation of new laws, changes to existing laws or the interpretation or enforcement
thereof, or the pre-emption of local regulations by national laws. Any changes to such
laws and regulations may materially increase the cost of production and regulatory
exposure in complying with them.

— 44 —



RISK FACTORS

RISKS RELATING TO THE GLOBAL OFFERING

There has not been any prior public market for the Shares. The market may be volatile
and liquidity may be low

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

at or above the Offer Price.
Shareholders’ interests may be diluted

The initial Offer Price of the Shares is higher than the net tangible assets book value
per Share immediately prior to the Global Offering. Therefore, purchasers of our Shares in
the Global Offering will experience an immediate dilution in the pro forma consolidated
net tangible asset book value of HK$3.27 per Share based on the maximum Offer Price of
HK$4.60 per Share. In order to expand our business, we may consider offering and issuing
additional Shares in the future. In such a situation, purchasers of our Shares may
experience a further dilution in the net tangible asset book value per Share of their Shares
if we issue additional Shares at a price which is lower than the net tangible asset book
value per Share.

Future sales or perceived sales of substantial amounts of our Shares in the public
market could have a material adverse effect on the prevailing market price of the Shares

All the Controlling Shareholders have given undertakings not to dispose of their
Shares prior to the expiration of a six-month period from the Listing Date. We cannot
guarantee that all of the Controlling Shareholders will not dispose of any Shares upon the
expiration of such period. In the event that the Controlling Shareholders sell a substantial
number of Shares in the market, or where there is a perception that such sales may occur,

there could be a substantial adverse effect on the prevailing market price of the Shares.
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Certain facts and public statistics in this prospectus may not be reliable

Certain facts and statistics in this prospectus, such as those related to the economy
and the retail industry of the PRC, are derived from various publicly available
government and official publications or from Frost & Sullivan, which the Directors believe
to be reliable. We cannot, however, guarantee the quality or reliability of such government
or official sources. Although we have taken reasonable care to ensure that the facts and
statistics presented are accurately reproduced from such government, official sources or
Frost & Sullivan, they have not been independently verified by us, the Sole Sponsor, the
Joint Global Coordinators, the Underwriters or any of our or their respective affiliates or
advisors. We therefore make no representation as to the accuracy of such facts and
statistics which may not be consistent with other information compiled by other sources
and prospective investors should not place undue reliance on any facts and statistics
derived from government or official sources or the Frost & Sullivan Report contained in

this prospectus.

It may be difficult to effect service of process upon us or our Directors who reside in the
PRC or to enforce against them or us in the PRC any judgments obtained from non-PRC
courts

Some of our Directors and executive officers reside in the PRC, and substantially all
of our assets are located in the PRC. It may therefore be difficult for investors to effect
service of process upon us or those persons in the PRC. The PRC does not have treaties
providing for the reciprocal recognition and enforcement of judgments of courts within
the United States, the United Kingdom or most other Western countries. In addition, Hong
Kong has no arrangement with the United States for the reciprocal enforcement of
judgements. Therefore, it may be difficult for investors to enforce any judgments obtained

from non-PRC courts against us or our Directors and executive officers in the PRC.
There are forward-looking statements in this prospectus

This prospectus contains certain statements that are “forward-looking” and uses

7ai

forward-looking terminology such as “may,” “future,” “plan” or “planned,” “will” or
“could,” “would,” “should,” “estimates” or “estimated,” “expected,” “anticipates,”
“draft,” “eventually” or “projected.” Such statements address, among other things, our
strategies, visions and expectations regarding our future operations, business
performance and capital resources. Potential investors are cautioned that reliance on any
forward-looking statements involves risks and that although we reasonably believe in the
assumptions on which the forward-looking statements are made, such assumptions could
prove to be incorrect and accordingly, the forward-looking statements could also be
incorrect. In light of these and other risks and uncertainties, the inclusion of
forward-looking statements should not be regarded as representations by us that our

plans and objectives will be achieved.
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RISK FACTORS

Investors should read this entire prospectus carefully and should not consider any
particular statement in this prospectus or in published media reports without carefully

considering the risks and other information contained in this prospectus

There has been coverage in the media regarding the Global Offering and our
operations, which cited certain information about the size of Global Offering and our
business. We did not make any such statements and we do not accept any responsibility
for the accuracy or completeness of such information and make no representation as to the
appropriateness, accuracy, completeness or reliability of any information disseminated in
the media. To the extent that any of the information in press articles or other media
coverage is inconsistent or conflicts with the information contained in the prospectus, we
disclaim such information. Accordingly, prospective investors should not rely on any of
the information in press articles or other media coverage.
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WAIVER FROM STRICT COMPLIANCE WITH THE LISTING RULES

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, a new applicant applying for a primary
listing on the Main Board must have a sufficient management presence in Hong Kong, and
this normally means that at least two of its executive directors must be residents of Hong
Kong. Our business and operations, including the design, source, manufacture and sale of
high-end menswear for men in the PRC, are located, managed and conducted in the PRC
through our operating subsidiaries in the PRC. Most of our products are sold to retail
customers through our distributors based in the PRC. Most of our turnover is generated
from the PRC. We maintain an office in Hong Kong to operate the retail selling of certain
products in Hong Kong. Except for Mr. Chan, Mr. Fong Wo, Felix, Dr. Ko Wing Man and
Mr. Kwok Chi Sun, Vincent, none of the Directors are Hong Kong permanent residents or
ordinarily based in Hong Kong. Each of the Directors, who is not ordinarily a resident of
Hong Kong, currently holds valid travel documents that allow him to travel to Hong Kong
for meetings with the Hong Kong Stock Exchange within a reasonable period of time. The
Company does not, and does not contemplate in the foreseeable future that it will, have a
sufficient management presence in Hong Kong for the purpose of satisfying the
requirement under Rule 8.12 of the Listing Rules.

Accordingly, the Company has applied to the Hong Kong Stock Exchange for, and
the Hong Kong Stock Exchange has granted, a waiver from strict compliance with the
requirement under Rule 8.12 of the Listing Rules. In order to ensure that regular and
effective communication is maintained between the Hong Kong Stock Exchange and the
Company, the Company has appointed and will continue to maintain two authorized
representatives pursuant to Rule 3.05 of the Listing Rules who will act as the Company’s
principal channel of communication with the Hong Kong Stock Exchange. The two
authorized representatives of the Company are Mr. Chan, our Chairman and one of our
executive Directors, and Ms. Kwok Yu Ching, a resident in Hong Kong and one of the
company secretaries of the Company. Ms. Chan Sau Ling, a resident in Hong Kong and
one of the company secretaries of the Company, is appointed as Ms. Kwok’s alternate.
Each of the authorized representatives will be available to meet with the Hong Kong Stock
Exchange within a reasonable time frame upon the request of the Hong Kong Stock
Exchange and will be readily contactable by providing his/her office phone number,
mobile phone number, residential phone number, facsimile and email address to the Hong
Kong Stock Exchange. They will be contactable on their mobile phone numbers at all
times. Each of the authorized representatives has been authorized to communicate on our
behalf with the Hong Kong Stock Exchange. The Company has been registered as a
non-Hong Kong company under Part XI of the Companies Ordinance, and Mr. Chan has
been authorized to accept service of legal process and notices in Hong Kong on behalf of
the Company.
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Each of the authorized representatives, including the alternate, will be provided
means to contact all Directors promptly at all times as and when the Hong Kong Stock
Exchange wishes to contact the Directors for any matters. In order to further enhance
communication among the Hong Kong Stock Exchange, the authorized representatives
and the Directors, the Company will implement the following policies:

. each Director will provide his office phone number, mobile phone number, fax
number, email address and (for all executive Directors only) residential phone
number to the authorized representatives;

° in the event that an executive Director expects to travel and be out of office, he
will provide the phone number of the place of his accommodation to the
authorized representatives;

o all the Directors and the authorized representatives will provide their office
phone numbers, mobile phone numbers, fax numbers, email addresses and
(for all executive Directors and the authorized representatives only)
residential phone numbers to the Hong Kong Stock Exchange;

. each of the Directors, who is not ordinarily resident in Hong Kong, will
maintain valid travel documents that will allow him to travel to Hong Kong
for meetings with the Hong Kong Stock Exchange within a reasonable period
of time; and

o if circumstances require, a meeting of the Board will be summoned and held in
such manner and on short notice as permitted under the Articles of
Association to discuss and address any issues about which the Hong Kong

Stock Exchange is concerned in a timely manner.

The Company will also appoint Piper Jaffray Asia as its compliance advisor
pursuant to Rule 3A.19 of the Listing Rules which will act as an additional channel of
communication with the Hong Kong Stock Exchange for the period commencing from the
Listing Date and ending on the date on which the Company complies with Rule 13.46 of
the Listing Rules in respect of its financial results for the first full financial year
commencing after the Listing Date.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS” RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies 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 to the public with
regard to us. The Directors, having made all reasonable enquiries confirm that to the best
of their knowledge, 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 in this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and the
representations made in this prospectus and the Application Forms. No person is
authorized in connection with the Global Offering to give any information, 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 the Company,
the Joint Global Coordinators, the Sole Sponsor, the Underwriters, any of their respective
directors, agents, employees or advisors or any other person involved in the Global
Offering.

UNDERWRITING

The Global Offering comprises the International Placing and the Hong Kong Public
Offer. Details of the structure of the Global Offering are set out in the section headed
“Structure of the Global Offering” in this prospectus. This prospectus is published solely
in connection with the Hong Kong Public Offer, which forms part of the Global Offering.
For applicants under the Hong Kong Public Offer, this prospectus and the Application
Forms set out the terms and conditions of the Hong Kong Public Offer.

The Listing is sponsored by the Sole Sponsor. The Global Offering is fully
underwritten by the Underwriters (subject to the terms and conditions of the
Underwriting Agreements). Information relating to the underwriting arrangements is set

out in the section headed “Underwriting” in this prospectus.
DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by the
Joint Global Coordinators (on behalf of the Underwriters) and the Company on or around
Thursday, 28 October 2010 (Hong Kong time), or such later date as may be agreed between
the Joint Global Coordinators (on behalf of the Underwriters) and the Company, but in
any event no later than Tuesday, 2 November 2010.
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If the Joint Global Coordinators (on behalf of the Underwriters) and the Company
are unable to reach an agreement on the Offer Price on or around Thursday, 28 October
2010, or such later date as may be agreed between the Joint Global Coordinators (on behalf
of the Underwriters) and the Company but in any event no later than Tuesday, 2
November 2010, the Global Offering will not proceed and will lapse.

RESTRICTIONS ON OFFER OF THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares or the
distribution of this prospectus and/or the related Application Forms to the public in any
jurisdiction other than Hong Kong. The distribution of this prospectus and the offering of
the Offer Shares in certain jurisdictions is restricted by law and may not be made except as
permitted under the applicable securities law of such jurisdictions pursuant to
registration with, and authorization by, the relevant securities regulatory authorities or an
exemption therefrom. Accordingly, this prospectus and the related Application Forms
may not be used for the purpose of, and do not constitute, an offer or invitation, nor are
they circulated to invite or solicit offers 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. Persons who possess this prospectus are deemed to
have confirmed with the Company, the Sole Sponsor, the Joint Global Coordinators and

the Underwriters that such restrictions have been observed.

Each person acquiring the Offer Shares under the Global Offering will be required,
and is deemed by his or her acquisition of the Offer Shares, to confirm that he or she is
aware of the restrictions on offers of the Offer Shares described in this prospectus and that
he or she is not acquiring, and has not been offered, any Offer Shares in circumstances that

contravene any such restrictions.

The Offer Shares are offered for subscription and sale solely on the basis of the
information contained and representations made in this prospectus. No person is
authorized in connection with the Global Offering to give any information, or to make any
representation, not contained in this prospectus, and any information or representation
not contained in this prospectus must not be relied upon as having been authorized by us,
the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, and the Underwriters, any of their respective directors, agents, employees or

advisors or any other persons or parties involved in the Global Offering.

Prospective applicants for the Offer Shares should consult their financial advisors
and obtain legal advice, as appropriate, to inform themselves of, and to observe, all
applicable laws and regulations of any relevant jurisdiction. Prospective applicants for
the Offer Shares should inform themselves as to the relevant legal requirements of
applying for the Offer Shares and any applicable exchange control regulations and
applicable taxes in the countries of their respective citizenship, residence or domicile.
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APPLICATION FOR LISTING ON THE HONG KONG STOCK EXCHANGE

Application has been made to the Listing Committee for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned in this prospectus
(including Shares which may fall to be issued upon the exercise of the Over-allotment
Option and the Conversion) and any Shares to be issued upon the exercise of any options
that may be granted under the Share Option Scheme on the Main Board.

No part of the share or loan capital of the Company is listed on or dealt in on any
other stock exchange and no such listing or permission to list is being, or is proposed to be,
sought in the near future.

Under section 44B(1) of the Companies Ordinance, any allotment made in respect of
any application will be invalid if the listing of, and permission to deal in, the Offer Shares
on the Hong Kong Stock Exchange is refused before the expiration of three weeks from the
date of the closing of the application lists, or such longer period (not exceeding six weeks)
as may, within the said three weeks, be notified to the Company by the Hong Kong Stock
Exchange.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

All Shares issued pursuant to the Global Offering and any Shares to be issued upon
exercise of any option that may be granted under the Share Option Scheme will be
registered on the Company’s Hong Kong register of members to be maintained in Hong
Kong by the Hong Kong Share Registrar, Computershare Hong Kong Investor Services
Limited. The Company’s principal register of members will be maintained by the
Company’s principal registrar and transfer agent, Butterfield Fulcrum Group (Cayman)
Limited, in the Cayman Islands. Only Shares registered on the Company’s Hong Kong
register of members maintained in Hong Kong may be traded on the Hong Kong Stock
Exchange.

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

Unless determined otherwise by the Company, dividends payable in Hong Kong
dollars in respect of the Shares will be paid to the Shareholders listed on the Hong Kong
share register of the Company, by ordinary post, at the Shareholder’s risk, to the
registered address of each Shareholder of the Company, or if joint Shareholders, to the
first-named therein in accordance with the Articles.
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SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares in issue
and to be issued as described herein on the Hong Kong Stock Exchange and the
Company’s compliance 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 Hong
Kong Stock Exchange or any other date as HKSCC chooses. Settlement of transactions
between participants of the Hong Kong 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. All necessary arrangements have been made for the Shares to be admitted into
CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional
advisors if they are in any doubt as to the taxation implications of holding and dealing in
the Shares. It is emphasized that none of the Company, the Sole Sponsor, the Joint Global
Coordinators, the Underwriters, any of their respective directors, supervisors, agents or
advisors or any other person involved in the Global Offering accepts responsibility for
any tax effects or liabilities of holders of Shares resulting from the subscription, purchase,
holding or disposal of Shares.

OVER-ALLOTMENT AND 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 a decline in the public market price of the securities below
the offer price. Such transactions may be effected in all jurisdictions where it is
permissible to do so, in each case in compliance with all applicable laws and regulatory
requirements including those of Hong Kong. In Hong Kong, the stabilization price is not
permitted to exceed the Offer Price.

In connection with the Global Offering, CLSA (or its affiliates or any person acting
for it), as stabilizing manager, on behalf of the Underwriters, may, but are not obliged to,
over-allocate and/or effect transactions with a view to stabilizing or maintaining the
market price of the Shares at a level higher than that which might otherwise prevail in the
open market for a limited period. Such transactions, if commenced, may be discontinued
at any time and are required to be brought to an end after a limited period. CLSA has been
or will be appointed as stabilizing manager for the purpose of the Global Offering in
accordance with the Securities and Futures (Price Stabilizing) Rules made under the SFO
and, should stabilizing action be effected in connection with the Global Offering, this will
be done at the sole and absolute discretion of CLSA (or its affiliates or any person acting
for it), on behalf of the Underwriters, and will be effected in accordance with the laws,
rules and regulations in place in Hong Kong on stabilization and may be discontinued at
any time, and is required to be brought to an end on the 30th day after the last day for
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

lodging applications under the Hong Kong Public Offer. The stabilization period is
expected to expire on Friday, 26 November 2010.

Following any over-allocation of Shares in connection with the Global Offering,
CLSA (or its affiliates or any person acting for it), on behalf of the Underwriters, may
cover such over-allocation by (among other methods) making purchases in the secondary
market and/or exercising the Over-allotment Option. Any such purchases will be made in
compliance with all applicable rules and regulatory requirements including the Securities
and Futures (Price Stabilizing) Rules made under the SFO. The number of Shares that can
be over-allocated will not exceed the number of Shares which may be issued upon exercise
of the Over-allotment Option, being 35,501,000 Shares, representing approximately 15% of
the number of Shares initially available under the Global Offering.

Further details with respect to stabilization and the Over-allotment Option are set
out in the section headed “Structure of the Global Offering — Over-allotment and
Stabilization” in this prospectus.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Main Board are expected to commence at 9:30 a.m. on
Thursday, 4 November 2010. Shares will be traded in board lots of 1,000 Shares each.

PROCEDURES FOR APPLICATION FOR HONG KONG PUBLIC OFFER SHARES

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

STRUCTURE OF THE GLOBAL OFFERING

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

ROUNDING

Any discrepancies in any table between totals and sums of individual amounts
listed in any table are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Address
Executive Directors

Mr. CHAN Yuk Ming Flat A, 10th Floor, Block 5
2 Yin Ping Road
Dynasty Heights, Tropicana
Kowloon Tong
Kowloon
Hong Kong

Mr. CHEN Yunan 20th Floor, Block B
Zhu Jiang Di Jing Ming Quan Street
Yi Yuan Road, Hai Zhu District
Guangzhou, PRC

Mr. CHEN Minwen 20th Floor, Block B
Zhu Jiang Di Jing Ming Quan Street
Yi Yuan Road, Hai Zhu District
Guangzhou, PRC

Independent Non-Executive Directors

Mr. FONG Wo, Felix 9D, Repulse Bay Towers
119A Repulse Bay Road
Repulse Bay
Hong Kong

Dr. KO Wing Man Unit C-D, 15th Floor, Block 10
One Beacon Hill
One Beacon Hill Road
Kowloon Tong

Kowloon
Mr. KWOK Chi Sun, Flat 1, 12/F, Block C, Beverly Hill
Vincent 6 Broadwood Road
Happy Valley
Hong Kong
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Chinese

Chinese
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Chinese

Australian




DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED

Sole Sponsor

Joint Global Coordinators,
Joint Bookrunners and Joint
Lead Managers

Piper Jaffray Asia Limited
Suite 1308

Two Pacific Place

88 Queensway

Hong Kong

CLSA Limited

18th Floor, One Pacific Place
88 Queensway

Hong Kong

Piper Jaffray Asia Securities Limited
Suite 1308

Two Pacific Place

88 Queensway

Hong Kong
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Legal advisors to the Company

As to Hong Kong law
Woo, Kwan, Lee & Lo
26th Floor, Jardine House
1 Connaught Place
Central

Hong Kong

As to United States Law
Dorsey & Whitney
Suite 3008

One Pacific Place

88 Queensway

Hong Kong

As to PRC law

GFE Law Office

18th Floor, Guangdong Holdings Tower
No. 555 Dong Feng East Road
Guangzhou 510050

PRC

As to Cayman Islands law
Maples and Calder

53rd Floor, The Center
99 Queen’s Road Central
Hong Kong

As to French law

Gide Loyrette Nouel AARPI
26 Cours Albert Ter

75008 Paris

France
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Legal advisors to the Sole As to Hong Kong law
Sponsor and the Richards Butler in association with Reed Smith LLP
Underwriters 20th Floor, Alexandra House
16-20 Chater Road
Central
Hong Kong

As to United States law

Reed Smith LLP

20th Floor, Alexandra House
16-20 Chater Road

Central

Hong Kong

As to PRC law

Jingtian & Gongcheng
Room 3505, K. Wah Center
1010 Huai Hai Road (M)

Shanghai 200031
PRC
Auditors and Ernst & Young
Reporting Accountants Certified Public Accountants

18th Floor, Two International Finance Center
8 Finance Street

Central

Hong Kong

Property valuer CB Richard Ellis
4 /F Three Exchange Square
8 Connaught Place
Central
Hong Kong

Receiving Bank The Hongkong and Shanghai
Banking Corporation Limited
1 Queen’s Road Central
Hong Kong
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CORPORATE INFORMATION

Registered office

Principal place of
business and headquarters
in the PRC

Principal place of
business in Hong Kong

Website Address

Joint Company Secretaries

Authorized Representatives

Audit committee

Remuneration committee

Nomination committee

Offshore Incorporations (Cayman) Limited
Scotia Center, 4th Floor

P.O. Box 2804

George Town

Grand Cayman, KY1-1112

28th Floor, Guangzhou Department Store Complex
4-14 Xihu Road
Guangzhou, China

Rooms 1305-1307, 13/F
New East Ocean Center
9 Science Museum Road
Tsimshatsui East
Kowloon

Hong Kong

www.evergreen-intl.com

Ms. Kwok Yu Ching ACIS, ACS (PE)
Ms. Chan Sau Ling ACIS, ACS (PE)

Chan Yuk Ming

Flat A, 10th Floor, Block 5

2 Yin Ping Road

Dynasty Heights, Tropicana
Kowloon Tong

Kowloon

Hong Kong

Kwok Yu Ching

c¢/o Tricor Services Limited
Level 28, Three Pacific Place
1 Queen’s Road East

Hong Kong

Chan Sau Ling (as alternate to Kwok Yu Ching)
c/o Tricor Services Limited

Level 28, Three Pacific Place

1 Queen’s Road East

Hong Kong

Kwok Chi Sun, Vincent (Chairman)
Fong Wo, Felix
Ko Wing Man

Ko Wing Man (Chairman)
Fong Wo, Felix
Kwok Chi Sun, Vincent

Fong Wo, Felix (Chairman)

Ko Wing Man
Kwok Chi Sun, Vincent
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CORPORATE INFORMATION

Compliance Advisor

Cayman Islands principal
share registrar and
transfer office

Hong Kong Share Registrar

Principal bankers

Piper Jaffray Asia Limited
Suite 1308

Two Pacific Place

88 Queensway

Hong Kong

Butterfield Fulcrum Group (Cayman) Limited
Butterfield House

68 Fort Street

P.O. Box 609

Grand Cayman

KY1-1107

Cayman Islands

Computershare Hong Kong Investor Services
Limited

Shops 1712-1716

17th Floor, Hopewell Center

183 Queen’s Road East

Wanchai

Hong Kong

Agricultural Bank of China
Xihulu sub-branch

No. 52 Xiha Road, Guangzhou,
Guangdong Province

The PRC

Shanghai Commercial Bank Limited
666 Nathan Road, Mongkok
Kowloon

Hong Kong

Shanghai Pudong Development Bank
Guangzhou branch, Jiefanglu sub-branch,
668 Jiefangbei Road, Guangzhou,
Guangdong Province

The PRC

The Hongkong and Shanghai Banking Corporation

Limited

Shop 361-5, Level 3
Ocean Center,

Harbour City

Tsim Shai Tsui, Kowloon
Hong Kong
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INDUSTRY OVERVIEW

This section contains certain information which is derived from official government
publications and industry sources as well as a report we commissioned from Frost & Sullivan,
an Independent Third Party. Although we have exercised reasonable care in extracting and
reproducing such information from official government publications, it has not been
independently verified by us, or any of our affiliates or advisors, nor by the Sole Sponsor, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, or the
Underwriters or any of their respective affiliates or advisors or any party involved in the
Global Offering. The information from official government publications may not be consistent
with information available from other sources within or outside the PRC. We, our affiliates or
advisors, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint
Lead Managers, or the Underwriters or their affiliates or advisors, or any party involved in the
Global Offering do not make any representation as to the accuracy, completeness or fairness of
such information from official government publications and, accordingly, you should not
unduly rely on such information from official government publications presented in this
section or elsewhere in this prospectus.

The information extracted from the Frost & Sullivan Report reflects estimates of market
conditions based on samples, and was prepared primarily as a market research tool. References
to Frost & Sullivan should not be considered as Frost & Sullivan’s opinion as to the value of
any security or the advisability of investing in the Company. The Directors have taken
reasonable care in extracting and reproducing such information. We have no reason to believe
that such information is false or misleading or that any material fact has been omitted that
would render such information false or misleading. The information extracted from the Frost
& Sullivan Report has not been independently verified by us or any of our affiliates or
advisors, nor by the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the
Joint Lead Managers or the Underwriters or any other party involved in the Global Offering
and no representation is given by any of the foregoing parties as to the accuracy, completeness
or fairness of such information from the Frost & Sullivan report and, accordingly, you should
not unduly rely on such information from the Frost & Sullivan report presented in this section
or elsewhere in this prospectus.

ABOUT THIS SECTION
Report Commissioned From Frost & Sullivan

We commissioned Frost & Sullivan to conduct an analysis of, and to report on, the
menswear market in the PRC for the period from 2006 to 2013. The Frost & Sullivan Report
was prepared by Frost & Sullivan independent of our influence. Frost & Sullivan charged
us a fee of RMB520,000, which the Directors consider to reflect market rates.

Founded in 1961, Frost & Sullivan has over 38 global offices with more than 1,800
industry consultants, market research analysts, technology analysts and economists. Its
services include technology research, market research, economic research, corporate best
practices advising, training, customer research, competitive intelligence and corporate
strategy. Based in the United States, it has been covering the Chinese market from its
offices in China since the 1990’s.
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The Frost & Sullivan Report includes information on the Chinese menswear market,
the Chinese business formal and casual menswear market, the Chinese causal menswear
market and other economic data. The market research process for this study was
undertaken through detailed primary research which involved discussing the status of the
industry with leading industry participants and industry experts. Primary research
involved interviewing 100 leading industry participants from menswear brand companies
and menswear retailers as well as industry experts. Secondary research involved
reviewing company reports, independent research reports and data obtained from Frost &
Sullivan’s own research database. Projected total market sizes in the PRC were obtained
from historical data analysis plotted against macroeconomic data, as well as specific
related industry drivers such as increasing disposable income, wider geographic coverage
of the menswear stores, increasing acceptance of commercial and modern social
etiquettes, emerging of a wealthy customer group, and training franchisees by menswear

companies, obtained through interviews with industry experts and participants.
Forward looking statement

This section contains “forward-looking statements.” “Forward-looking statements”
describe future expectations, plans, results or strategies and are generally preceded by

V77

words such as “may,” “future,” “plan” or “planned,” “will” or “could,” “would,”

i

“should,” “estimates” or “estimated,” “expected,” “anticipates,” “draft,” “eventually” or
“projected.” You are cautioned that such statements are subject to a multitude of risks and
uncertainties that could cause future circumstances, events, or results to differ materially
from those projected in the forward-looking statements, including the risks that actual
results may differ materially from those projected in the forward-looking statements as a
result of various factors, including, without limitations, those factors set forth in the
section headed “Risk Factors” in this prospectus, and other unanticipated circumstances.
Accordingly, you should not place undue reliance on these forward-looking statements.
These statements speak only as at the date of their publication in the Frost & Sullivan
report and we undertake no obligation to revise or update any of them to reflect events or

circumstances that occur after the date of their publication.
RAPID ECONOMIC GROWTH IN THE PRC
China’s Nominal GDP Growth

Due to quickly advancing economic reform, China’s nominal GDP has experienced
rapid growth at a CAGR of 17.1% from 2006 to 2009. China’s nominal GDP grew from
RMB21,192.4 billion in 2006 to RMB34,050.7 billion in 2009. Although the Chinese
economy was temporarily affected by the global financial crisis, it has shown signs of
revival. According to the International Monetary Fund, China’s economy is likely to
rebound in 2010. The CAGR from 2009 to 2013 is expected to reach 11.7%, and China’s
nominal GDP is expected to be RMB53,070.3 billion by 2013.
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Nominal GDP (China), 2006-2013
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In the 1980s, the PRC made a blueprint to build a moderately-prosperous nation by
the beginning of the 21st century, which depicted a moderately-developed modern society
with overall improvement in the economy and people’s standard of living. In 2009,
China’s per capita GDP was RMB25,575, up by approximately 58.2% from RMB16,165.0 in
2006. Although the growth rate has dropped in 2009 due to the global financial crisis,
China’s per capita nominal GDP is expected to sustain moderate growth and reach
RMB38,975 by 2013, fueled by increasing domestic investment and consumption.

Per Capita Nominal GDP (China), 2006-2013
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China’s Urban Population and Urbanization Growth

Accelerating urbanization is one of the important features of China’s
modernization. Three decades have passed since China carried out its economic and social
reform, which has resulted in an increasing number of cities and an increase in China’s
urban population, as defined by the National Bureau of Statistics of China. The
urbanization rate in the PRC has gradually increased during the past several years.
China’s urban population has risen since the 1990s. From 2006 to 2009, the level of
urbanization in China increased from 43.9% to 46.6%. In the forecast period during 2010
and 2013, China’s urban population is estimated to further increase from 645.3 million in
2010 to 706.0 million in 2013. The urbanization rate is forecast to reach around 51.8% by
2013.

Urban Population and Urbanization (China), 2006-2013
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In 2009, the per capita annual disposable income of urban households was
RMB17,175.0, up by 46.1% from 2006, with the CAGR being 13.5%. During the global
financial crisis, China’s economic growth slowed down in 2009, yet the growth rate of per
capita disposable income is expected to rise again in 2010 due to the effectiveness of
China’s economic stimulus package. By 2013, the per capita annual disposable income of
urban households in China is expected to reach RMB24,753.6, with a CAGR of 9.6% during
2009 and 2013.
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Per Capita Annual Disposable Income of Urban Households (China), 2006-2013
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THE PRC MENSWEAR MARKET
Overview of Menswear Market in the PRC

The Chinese menswear market has grown steadily in recent years, and it is in the
middle of the growth stage. There are nearly eight hundred menswear brands in China,
including around six hundred Chinese domestic brands and two hundred foreign brands.
The market concentration is very low at this stage, which leads to intense rivalry. There is
no obvious market leader in terms of market share in menswear market in China. In 2009,
the Chinese menswear market hit the total retail revenue of RMB300.3 billion, with a
CAGR of 15.8% from 2009 to 2013.

Key barriers of entry in menswear market in China include economies of scale,
brand development, channel construction, and capital requirements. With the intense
competition and rising cost in recent years, economies of scale in menswear industry gives
larger companies cost advantages and allows them to strengthen leading position in the
competition. At the same time, it requires long term and solid experience to build up a
well-known brand and mature sales network for a menswear supplier. Additionally,
capital investment is largely important for the network development. For new entrants, it
is hard to succeed in these aspects in a short time period.

The major threats and challenges to the industry are competition from new entrants,
rising production cost, as well as increasing and upgraded consumer needs. Firstly, new
entrants to Chinese menswear market are likely to raise the level of competition, and
grasp the market share of current market participants. Secondly, Chinese menswear
industry faces the ever-rising cost of energy, transportation, raw materials and labor. The
rising cost of menswear reinforce the importance of economies of scale. Lastly, menswear
consumers are increasingly paying more attention to the menswear style and quality,
which requires design and quality upgrade, and more capital investment from menswear
suppliers in China.
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The PRC menswear market, which can be segmented into three product types,
namely: (i) business formal and casual menswear, (ii) fashion casual menswear and (iii)
accessories, has expanded rapidly in recent years. Business formal menswear refers to
adult menswear appropriate for formal occasions, such as business suits, shirts and
trousers, etc., while business casual menswear refers to adult menswear appropriate for
casual occasions when dealing with business affairs, such as casual suits, shirts, jackets,
trousers, etc. Business formal and casual menswear is the collection of both business

formal and business causal menswear.

Fashion casual menswear represents adult menswear appropriate for casual and
non-formal occasions, such as when participating in recreational activities, social, or

leisure activities, such as casual coats, sweaters, etc.

Accessories of menswear usually include leather belts, neckties, and other
accessories. According to Frost & Sullivan, total retail revenue for the menswear market
has grown from RMB205.7 billion in 2006 to RMB300.3 billion in 2009, at a CAGR of 13.4%.
The business formal and casual menswear market achieved a retail revenue of RMB182.0
billion in 2009, accounting for 60.6% of the total menswear market in the PRC. Fashion
casual menswear recorded a retail revenue of RMB105.4 billion in 2009, or 35.1% of the
total market. Accessories accounted for the remaining 4.3% of market share, or a retail
revenue of around RMB12.9 billion in 2009.

Menswear Market: Retail Revenue Breakdown by Product Type (China), 2009
Total: RMB300.3 Billion

Accessories,
4.3%

Fashion
Casual, 35.1%

Business
Formal and
Casual, 60.6%

Source: Frost & Sullivan
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Retail sales of menswear in the PRC are expected to increase further in the forecast
period. In 2013, the retail revenue of the Chinese menswear market is expected to reach
RMB539.9 billion, at a CAGR of 15.8% from 2009 to 2013, according to Frost & Sullivan.

Menswear Market: Total Retail Revenue and Forecast (China), 2006-2013

= 600 1 Retail Revenue —— Annual Growth Rate 5390 | 50%
2 CAGR (2006-2009): 13.4%  CAGR (2009-2013%): 15.8%
= 464.5 1 a0%
& =
399.3 £
S 400 f =
> 345.4 1309 £
& 300.3 °z
% 5o 262.6 3
s 205.7 : 120% =
L -~ . S
Z 200 . X . . — 2
= A}% i) 15.0% 15.6% 16.3% 16.2% <=ﬁ=
g 11.3% 1 10%
[~
1 1 1 1 1 1 1 0%

2006 2007 2008 2009  2010*  2011*  2012*  2013*

Year

Note:  All data are rounded. The base year is 2009.
Source: Frost & Sullivan
* Forecast Numbers by Frost & Sullivan

Key Drivers of the PRC’s Menswear Market
(i) Increasing Purchasing Power

The increase of the disposable income of residents has led to the increase of
purchasing power in China. As a major part of the clothing industry, the menswear
industry is closely related to consumer purchasing power in China. Higher
purchasing power is expected to expand the scope of choice for the customers, who
are able to buy suits of better design and quality.

(ii)  Rising Brand Awareness of Consumers

As the living standards of customers in the urban areas became much better
than before, male customers are becoming increasingly aware of the value of
menswear products. Male customers pay more attention to the design and quality of
different brands than in the past.

(iii)  Upgrade of Menswear Design and Quality

Along with rising customer awareness, the design and quality upgrade of
high-end menswear have taken place. Design reflects the brand value of a menswear
product and quality is the key to ensure customer satisfaction. Both are essential to
ensure the market development of high-end menswear. This factor is expected to
have a medium impact on the market size of menswear market in China in the next
five years.
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Menswear Market Breakdown by Product Type

According to Frost & Sullivan, business formal and casual menswear has been the
largest product category during the past years, and is expected to remain the major
product group in the Chinese menswear market in the forecast period. In 2009, about
60.6% of the retail revenue was derived from business formal and casual menswear, 35.1%
by fashion casual wear, and the remaining 4.3% by accessories. From 2009 to 2013, the
market of business formal and casual menswear is expected to grow at a CAGR of 16.9%,
and that of fashion casual menswear at 13.6%. In 2013, business formal and casual
menswear is expected to reach retail revenue of RMB340.4 billion, and fashion casual
menswear is expected to reach retail revenue of RMB175.7 billion in the PRC.

Menswear Market Breakdown by Product Type (China), 2006-2013

600 1
539.9
=
£
= 5001 464.5
o 399.3
m B
4 L
E 00 345.4
et 300.3
g 300 1 262.6
= 228.9
g 205.7
> n
E 200
T..‘.
z 100t
=7
0 2006 2007 2008 2009 2010* 2011* 2012* 2013*
Accessories 8.7 9.8 11.3 129 15.0 17.5 204 23.7
M Fashion Causal 76.0 83.1 93.7 105.4 119.0 135.0 154.1 175.7
M Business Formal and Casual 121.0 136.0 157.6 182.0 211.4 246.8 290.0 340.4

Note:  All data are rounded. The base year is 2009.
Source: Frost & Sullivan
* Forecast Numbers by Frost & Sullivan

BUSINESS FORMAL AND CASUAL MENSWEAR SEGMENT
Segment Overview

Frost & Sullivan uses the retail price of a suit (including coat and trousers) as the
yardstick to segment Chinese business formal and casual menswear by tier. Generally
speaking, the retail price of a suit from luxury brands is mainly above RMB15,000.
High-end brands usually set retail price ranging from RMB5,000 to RMB15,000 per suit,
while middle to low-end brands provide suits with a retail price less than RMB5,000 each.

As China has no official sub-categorizations of menswear market, the
sub-categorizations of business formal and casual menswear and fashion casual
menswear market by retail prices of a suit and a set of clothes for spring and autumn
respectively are not an official definition in China. Frost & Sullivan does these
sub-categorizations based on its experience and industry knowledge in Chinese
menswear market, and considers them to be commonly accepted by the industry. Frost &
Sullivan has also consulted these sub-categorizations with many leading industry
participants from menswear brand companies and menswear retailers as well as industry
experts.
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According to Frost & Sullivan, the business formal and causal menswear segment
historically was the largest segment in the Chinese menswear market, generating a retail
revenue of RMB182.0 billion, or 60.6% of the total menswear market in the PRC in 2009.

In the business formal and casual menswear market segment, luxury, high-end and
middle to low-end business formal and casual menswear market accounted for 6.4%, 4.4%
and 49.9% of the total menswear retail revenue, respectively. Although the middle to
low-end business formal and casual menswear segment still dominates the market, the
market share of high-end business formal and casual menswear has grown considerably

in recent years.

As more and more consumers prefer menswear with good quality and image, the
market of high-end business formal and casual menswear in the PRC is expected to
continue to grow during the forecast period. By 2013, the retail revenue of high-end
business formal and casual menswear in the PRC is expected to be RMB25.0 billion,
representing a CAGR of 17.5% from 2009 to 2013, according to Frost & Sullivan.

Business Formal and Casual Menswear Market Breakdown by Tier (China), 2006-2013
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High-end Business Formal and Casual Menswear Market

In 2006, the total retail revenue of high-end business formal and casual menswear in
the PRC was RMBS8.7 billion, while in 2009, the revenue rose to RMB13.1 billion,
representing a CAGR of 14.7% from 2006 to 2009. Due to strong market demand, the total
retail revenue of high-end business formal and casual menswear is expected to keep
rising. By 2013, the retail revenue of high-end menswear in the PRC is expected to be
RMB25.0 billion, representing a CAGR of 17.5% from 2009 to 2013, according to Frost &

Sullivan.
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High-end Business Formal and Casual Menswear Market: Retail Revenue and
Forecast (China), 2006-2013
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Within the high-end business formal and casual menswear market in the PRC in the
six months ended 30 June 2010, according to Frost & Sullivan, our brand V.E. DELURE
ranked third in terms of retail revenue, at approximately RMB312.0 million and captured
approximately 4.2% of the market share. According to Frost & Sullivan, V.E. DELURE
ranked second in terms of number of stores in the Chinese high-end business formal and
casual menswear market, with 201 stores (excluding our V.E. DELURE Store in Hong
Kong). As different menswear operators have different business model (i.e. through
wholesale or retail or mixture of both), Frost & Sullivan considers the use of retail revenue
(sales amount based on sale to ultimate customers) to be a more consistent and
comparable benchmark. (Note that such retail revenue is different from our revenue
reported in the Accountants’ Report as set out in Appendix I because our revenue includes
the amount of wholesale sales at our self-operated Stores to our distributors, while the
retail revenue should include the amount of retail sales from V.E. DELURE Stores
(self-operated and through distributors to ultimate customers.)

Number of Retail Stores

Retail revenue for the six months ended as at
30 June 2010 30 June 2010
Total
retail Our
revenue in  Qur retail market Our Our Our
the market revenue share ranking number ranking
(RMB’ (RMB’
million) million)
V.E. DELURE 7,345.1 312.0 4.2% 3rd 201 2nd
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The table and pie chart below set forth the market share by retail revenue of the

leading brands in the high-end business formal and casual menswear market in the PRC in
the six months ended 30 June 2010. The top brands, such as Satchi, VASTO, V.E. DELURE,
BONI, and S.D. Spontini, have been leading the market in the six months ended 30 June

2010. Top ten participants have taken an individual market share ranging from 1.5% to

5.9% by retail revenue in the six months ended 30 June 2010.

Rank

O oo NI O\ Ul HE WO PO/

—_
=]

Brand

Satchi
VASTO

VEE. DELURE
5.D. Spontini
BONI
Lampo
DIDIBOY
VSKONNE
Auta Son
Aquascutum
Other Brands

Total

Retail
Revenue Market
in TH 2010 Share

(RMB Million)
4324 5.9%
382.7 5.2%
312.0 4.2%
263.3 3.6%
23.2 3.0%
2085 2.8%
200.0 2.7%
1512 2.1%
1355 1.8%
1101 1.5%
49264 67.1%
7,345.1 100.0%

Source: Frost & Sullivan
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Notes: Other bands include Sharmoon, Callisto, Frognie
Zila, Deicea, Galaxy, efc.

The table and chart below set forth the ranking of major brands in terms of outlet

number as at 30 June 2010 in the high-end business formal and casual menswear market in

the PRC.
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Source: Frost & Sullivan
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Key Drivers of the High-end Business Formal and Casual Market
(i) Wider geographic coverage of menswear stores

With increasing urbanization in China, the number of high-end menswear
stores is expected to increase. More cities are likely to be covered by the high-end
business formal and casual menswear suppliers.

(ii)  Increasing acceptance of commercial and modern social etiquettes

The wider acceptance of commercial etiquettes is expected to boost customer
demand for high-end business formal and casual menswear in China. As different
menswear products suit different occasions, the actual demand for business formal
and casual menswear is largely dependent on customers’ frequency of commercial
activities or social occasions.

(iii)  The emergence of a wealthy customer group

The emergence of a wealthy customer group, which is less price sensitive but
cares more about quality, shapes the foundation of the business formal and casual
menswear market. This new customer group is generally well educated and has
medium or high incomes. They generally buy menswear of higher quality and better
design and, therefore, are the key target group of high-end business formal and
casual menswear retailors.

(iv)  Training franchisees by menswear companies

As more training is provided to the franchisees on management and sales
skills, which helps to increase the professionalism of franchisees, sales revenue is
expected to increase.

FASHION CASUAL MENSWEAR SEGMENT
Segment Overview

Frost & Sullivan uses the retail price of one set of fashion casual menswear
consisting of a jacket and a pair of trousers for spring and autumn as the yardstick to
define middle-upper fashion casual menswear in China. According to Frost & Sullivan,
fashion casual menswear generated RMB105.4 billion, or 35.1% of the retail revenue of the
total menswear market in the PRC in 2009. RMB2,000 to RMB5,000 is the commonly
accepted price range of middle-upper fashion casual menswear. Prices above RMB5,000
are generally regarded as the major price range for high-end to luxury fashion casual
menswear. Menswear products priced below RMB2,000 are regarded as middle to low-end
fashion casual menswear. In 2009, among the fashion casual menswear market, high-end
to luxury, middle-upper and middle to low-end fashion casual menswear market
accounted for 3.0%, 2.9% and 29.2% of the total menswear retail revenue, respectively.
Although middle to low-end fashion casual menswear still dominates the casual
menswear market, the market share of middle-upper fashion casual menswear has
gradually increased in recent years.
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As more Chinese consumers are pursuing a leisure and wealthier lifestyle, more
they consumers tend to buy fashion casual menswear of better quality and design. In 2009,
the Chinese middle-upper fashion casual market reached RMB8.7 billion in terms of retail
revenue, up from RMB5.8 billion in 2006, representing a CAGR of 14.3% from 2006 to 2009.

Along with the increase of the PRC’s per capita GDP, Chinese consumers have
gained stronger purchasing power. More consumers are able to afford middle-upper
fashion casual menswear. The share of the middle-upper fashion casual menswear market
is expected to increase from 2010 to 2013. It is also anticipated to be the fastest growing
segment in the entire fashion casual menswear category, with an expected CAGR of 16.5%
from 2009 to 2013, reaching a retail revenue of RMB16.1 billion in 2013. Based on the above
stated price range, our TESTANTIN branded products generally fall within the
middle-upper market segment.

Fashion Casual Menswear Market Breakdown by Tier (China), 2006-2013
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Middle-upper Fashion Casual Menswear Market

In 2006, the total retail revenue of middle-upper fashion casual menswear in the
PRC was RMB5.8 billion, while in 2009, the revenue rose to RMB8.7 billion, representing a
CAGR of 14.3% from 2006 to 2009. Due to consumers’ anticipated stronger purchasing
power and purchasing will, the total retail revenue of middle-upper fashion casual
menswear in the PRC is expected to keep rising. By 2013, the retail revenue of
middle-upper fashion casual menswear is expected to be RMB16.1 billion, representing a
CAGR of 16.5% from 2009 to 2013, according to Frost & Sullivan.
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Middle-upper Fashion Casual Menswear Market: Retail Revenue and
Forecast (China), 2006-2013
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Key Drivers of the middle-upper Fashion Casual Menswear Market
(i) Prevalence of leisure life style

As the result of more public holidays and higher per capita income of
consumers, male consumers are exposed to an increasing number of social
occasions, and, as a result, they pay more attention to the leisure life style. Fashion
casual menswear is one among the many aspects of this brand-new style.

(i) Lifting income level of non-business personnel

The increase in income level of non-business personnel is another important
driver for the middle-upper fashion casual menswear market. Some non-business
occupations, such as artists, musicians, and designers are enjoying higher income
than in the past, with the upgrade of artistic appreciation of consumers. This group
of consumers is more inclined to purchase fashion casual menswear, especially
middle-upper products.

(iii)  Increasing channel penetration

More and more newly-added distribution outlets are increasing the
accessibility of middle-upper fashion casual menswear, which is likely to further
boost sales revenue.
(iv) Improving design-level of fashion casual menswear

A quality design-level of fashion casual menswear is essential to the
acceptance of middle-upper fashion casual menswear. With recent industry

developments, the design level of middle-upper fashion casual menswear
manufacturers has progressed considerably.
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This section sets out a summary of certain aspects of the PRC laws and regulations,
that are relevant to our operation and business.

PRC REGULATION ON PRODUCT LIABILITIES AND QUALITY CONTROL

1.  The Law of the PRC on Protection of Consumer Rights and Interests ({ # A K #£ 5
BH & &S REE)

Pursuant to the Law of the PRC on Protection of Consumer Rights and Interests ('
e N\ [ LA 2 5 HE 45 R %) promulgated by the Standing Committee of the National
People’s Congress (EBI ARMEKE) on 31 October 1993 and came into effect on 1
January 1994, both manufacturers and distributors will be held jointly liable for losses and
damage suffered by consumers caused by the defective products they manufacture and
distribute.

The Law of the PRC on Protection of Consumer Rights and Interests sets out
standards of behaviour which business operators must observe in their dealings with
consumers, including the following:

. Goods and services provided by the business operators to consumers must
comply with the Law of the PRC on Products Quality and other relevant laws
and regulations, including requirements regarding personal safety and
protection of property;

. Business operators shall provide consumers with authentic information
concerning their commodities or services, and may not make any false and
misleading propaganda. Business operators shall give truthful and definite
replies to inquiries from consumers about the qualities of the commodities or
services they supply and the operation methods thereof. Business operators
shall mark in their stores clearly the prices of the commodities they supply;

o Business operators who supply commodities or services shall make out for
consumers invoices for purchases or documents of services in accordance
with relevant regulations of the State or commercial practices; business
operators must produce such invoices or documents in case consumers so
demand;

. Business operators who are under the obligation of repair or caveat venditor,
or other responsibilities in accordance with regulations of the State or
agreements with consumers shall carry out such obligations correspondingly
according to such regulations or agreements, and may not delay deliberately
or refuse unreasonably to do so;

o Business operators shall indicate their real names and marks, and business

operators who lease counters or grounds from others shall indicate their own
real names and marks; and
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o Business operators may not, through format contracts, notices,
announcements, entrance hall bulletins and so on, impose unfair or
unreasonable rules on consumers or reduce or escape their civil liability for
their infringement of the legitimate rights and interests of consumers. Format
contracts, notices, announcements, entrance hall bulletins and so on with
contents mentioned in the preceding paragraph shall be invalid.

Violations of the above articles may result in the imposition of fines. In addition, the
business operator will be ordered to suspend its operations and its business licence will be
revoked. Criminal liability may be incurred in serious cases.

According to the Law of the PRC on Protection of Consumer Rights and Interests,
Consumers whose legitimate rights and interests are infringed upon in their purchasing or
using commodities may demand compensation from the sellers concerned. In case the
liability is on the manufacturers or other sellers who supply the commodities to the said
sellers, the said sellers shall, after paying the compensations, have the right to recover the
compensations from the manufacturers or the other sellers. Consumers or other victims
suffering personal injuries or property damage resulting from defects of commodities may
demand compensations either from the sellers or from the manufacturers. If the liability is
on the manufacturers, the sellers shall, after paying the compensations, have the right to
recover the compensations from the manufacturers; if the liability is on the sellers, the
manufacturers shall, after paying the compensations, have the right to recover the
compensations from the sellers. Consumers whose legitimate rights and interests are
infringed upon in receiving services may demand compensations from suppliers of the
services.

2. Product Quality Law of the People’s Republic of China (PEARKENEEREEE)

According to Product Quality Law of the People’s Republic of China (H'## A R 3LA0
B 7€ il ' # 75) promulgated by the Standing Committee of the National People’s Congress
on 22 February 1993 and amended on 8 July 2000, consumers who sustain losses or
damages from defective products are entitled to be indemnified by either manufacturers
or distributors. Nevertheless, if manufacturers are responsible for the defective products
and the losses or damage caused thereby, the distributors which have indemnified
consumers for their losses may seek claims on the indemnities against the manufacturers.

Pursuant to the Product Quality Law, a seller shall have the following obligations:

. Sellers shall adopt measures to maintain the quality of products for sale;

. Sellers may not sell any product that has been put into disuse by order of the
state and therefore the sale of which has been prohibited or those that have

lost effect or have deteriorated;

] Sellers are not allowed to fake the place of origin or fake or use the names and
addresses of other producers;
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. Sellers are not allowed to fake or use quality marks such as certification marks
and fine quality marks;

o Sellers are not allowed to adulterate the products for sale or pose fake ones as
genuine or shoddy ones as good or sub-standard ones as standard; and

. Sellers shall ensure that the marks on the products or the packaging of the
products are true.

Pursuant to the Product Quality Law, a producer shall have the following
obligations:

. Products shall be free from any irrational dangers threatening the safety of
people and property. If there are State standards or trade standards for
ensuring the health of the human body and safety of lives and property, the
products shall conform to such standards. Products shall have the property
they are due to have, except cases in which there are explanations about the
defects of the property of the products. Products shall tally with the standards
prescribed or specified on the packages and with the quality specified in the
instructions for use or shown in the providing samples;

o The marks on the products or the package of products shall be true to the fact
and satisfy the relevant requirements;

° For products which are easily broken, inflammable, explosive, toxic, erosive
or radioactive and products that cannot be handled upside down in the
process of storage or transportation or for which there are other special
requirements, the package thereof shall meet the corresponding requirements,
carry warning marks or warnings written in Chinese or points of attention in
handling in accordance with the relevant provisions of the state;

. Producers are forbidden to produce products eliminated according to State
laws or decrees;

o Producers are not allowed to fake the place of origin or fake or use the names
and addresses of other producers;

. Producers are not allowed to fake or use the quality marks such as
certification marks and fine quality product marks; and

. Producers shall not adulterate their products or pose fake products as genuine
or shoddy products as good or non-standard products as standard.

Violation of the Product Quality Law may result in the imposition of fines. In

addition, the seller or producer will be ordered to suspend its operations and its business
licence will be revoked. Criminal liability may be incurred in serious cases.
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According to the Product Quality Law, producers shall be responsible for
compensating for damages done to the person or property except the defective products
themselves (hereinafter referred to as “property of others”) due to the defects of products.
Producers shall not be held responsible if they can prove one of the following cases: (a)
The products have not been put into circulation; (b) The defects are non-existent when the
products are put into circulation; (c) The defects cannot be found at the time of circulation
due to scientific and technological reasons.

PRC ENVIRONMENTAL PROTECTION LAWS

The main PRC environmental protection laws and regulations include: the
Environmental Protection Law of the PRC, Law of the PRC on the Prevention and Control
of Water Pollution, Law of the PRC on the Prevention and Control of Atmospheric
Pollution, Law of the PRC on the Prevention and Control of Pollution From
Environmental Noise and Law of the PRC on the Prevention and Control of
Environmental Pollution by Solid Waste. These laws and regulations govern a broad range
of environmental matters, including air pollution, noise emissions and water and waste
discharge.

Pursuant to The Environmental Protection Law of the PRC (the “Environmental
Protection Law”) (1% N RILFIFHIREE (R # %) effective as at 26 December 1989, the
Administration Supervisory Department of Environmental Protection of the State Council
(“ASDEP”) shall establish national standards for environmental quality control. The
governments of provinces, autonomous regions and municipalities directly under the
Central Government may establish their own local standards for environmental quality
control for the items not specified in the national standards and shall report them to the
ASDEP for its record.

The Environmental Protection Law requires all enterprises and institutions that
cause environmental pollution and other public hazards to incorporate and implement
environmental protection policies into their plans and establish a responsibility system
for environmental protection. These enterprises and institutions shall adopt effective
measures to prevent and control the pollution and damage to the environment from waste
gas, waste water, waste residues, dust, malodorous gases, radioactive substances, noise,
vibration and electromagnetic radiation generated in the course of production,
construction or other activities.

Installations for the prevention and control of pollution in a construction project
shall be designed, built and commissioned together with the principal part of the project.
No permission shall be given for a construction project to be commissioned, until its
installations for the prevention and control of pollution are examined and assessed to be
up to the standard by the competent department of environmental protection
administration which examines and approves the environmental impact statement.

New construction projects, expansion, reconstruction projects and other
installations which directly or indirectly discharge pollutants into the water body shall be
subject to the state regulations on environmental protection of construction projects
according to the Law of the PRC on Prevention and Control of Water Pollution (H' % A R 3t

_78 —



REGULATORY OVERVIEW

A 7K 7594 B iR 1%) amended on 28 February 2008 and came into effect on 1 June 2008 and
the Implementation Rules of the Law of the PRC on Prevention and Control of Water
Pollution (H 3 A RN E /K V5 Y4 B 16 15 B it 4 ) effective as at 20 March 2000. Enterprises
and institutions that discharge pollutants directly or indirectly into a water body shall
report to and register with the local environmental protection department at or above the
county level their existing facilities for discharging and treating water pollutants, and the
categories, quantities and concentrations of water pollutants discharged under their
normal operation conditions, and also submit technical information concerning
prevention and control of water pollution to such department.

Enterprises and institutions that discharge pollutants directly into a water body
shall pay a pollutant discharge fee counted on the basis of categories, quantities and
collection standards of the water pollutants discharged.

New construction projects, expansion, or reconstruction projects that discharge
pollutants into the air shall be subject to state regulations on environmental protection of
construction projects under the Law of the PRC on Prevention and Control of Atmospheric
Pollution (H# A RILAN B K 5005 4By ih ) amended on 29 April 2000 and effective as at 1
September 2000. Enterprises and institutions that discharge atmospheric pollutants shall
report their existing discharge and treatment facilities for pollutants and the categories,
quantities and concentrations of pollutants discharged under normal operation
conditions to the local concerning prevention and control of atmospheric pollution to such
department.

The PRC government implements a system of collecting fees for discharging
pollutants on the basis of the categories and quantities of the atmospheric pollutants
discharged, and establishes reasonable standards for collecting the fees hereinbefore
according to the needs of strengthening prevention and control of atmospheric pollution
and the State’s economic and technological conditions.

According to the Law of the PRC on Prevention and Control of Environmental
Pollution by Noise (773 A [ 31 8 B 55 M8 5 YL Bl 16 1%) effective as at 1 March 1997, new
construction projects, expansion, or reconstruction projects shall be subject to the state
regulations on environmental protection of construction projects. If noise pollutions are
generated due to the use of fixed facilities during industrial production, the industrial
enterprise shall report to the competent local administrative department of environmental
protection at or above the county level about the categories and quantities of noise
discharging facilities, the noise volume of noise discharged under normal operation
conditions and the conditions of the facilities that prevent and control noise pollution.
Meanwhile, the enterprise shall submit to the same department their technical
information concerning prevention and control of noise pollution. Industrial enterprises
which discharge noise shall take treatment measures and pay a fee for excess discharge
according to State regulations.

As at 1 April 2005, producers, distributors, importers and users of a product shall be
responsible for the prevention and control of the solid wastes it generates or discharges
under the Law of the PRC on Prevention and Control of Environmental Pollution by Solid
Waste (H#E A RS AN 5] [ 88 3 4 75 YL IR BE B iR 1%) amended on 29 December 2004 and
effective as at 1 April 2005.
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PRC LABOR LAWS

Effective as at 1 January 2008, labor contracts shall be concluded in writing if labor
relationships are to be or have been established between enterprises or institutions and
the laborers under the Labor Contract Law of the PRC (the “Labor Contract Law”) (3 A
ROILFN R 45 ) 45 [7] 1%). Enterprises and institutions are forbidden to force the laborers to
work beyond the time limit and employers shall pay laborers for overtime work in
accordance with national regulations. In addition, the labor wages shall not be lower than
local standards on minimum wages and shall be paid to the laborers timely.

According to the Labor Law of the PRC (1% A RILAEH 55 8)i%) promulgated on 5
July 1994 and effective as at 1 January 1995, enterprises and institutions shall establish and
perfect their system of work place safety and sanitation, strictly abide by State rules and
standards on work place safety, educate laborers in labor safety and sanitation in the PRC.
Labor safety and sanitation facilities shall comply with State-fixed standards. The
enterprises and institutions shall provide laborers with work place safety and sanitation
conditions which are in compliance with State stipulations and relevant articles of labor
protection.

The PRC Law for Promotion of Employment (H*#E A [0 B g 36 (2 2 12%),
promulgated by NPC Standing Committee on 30 August 2007 and effective as at 1 January
2008, provides that no employee can be discriminated in employment by reason of ethical
group, race, gender, or religious belief. The employer should neither refuse, nor request
higher conditions for, the employment of any woman, merely because of such gender; and
no provision limiting any woman employee in marriage and child-bearing is allowed in
the labor contract. The employer should not refuse the employment of anybody just
because of such person being an infection pathogen carrier, unless otherwise stated by
laws and regulations. Additionally, enterprises should allocate the employee education
fund intended for occupational training and further education of employees, violation of
which may result in punishment imposed by the labor administration.

SOCIAL INSURANCE REGULATIONS

Pursuant to the Interim Regulations Concerning the Levy of Social Insurance Fees
(kL8 DR B 2 U 17 #]) promulgated and implemented on 22 January 1999 by the State
Council, the Interim Measures Concerning the Maternity Insurance of Enterprise
Employees ({38 LA & (R a1T##1%) promulgated on 14 December 1994 and
implemented on 1 January 1995 by former Ministry of Labor, the Regulation Concerning
the Administration of Housing Fund (fEE AR&EHAG]) promulgated and
implemented on 3 April 1999 and amended on 24 March 2002 by the State Council, the
Regulation on Occupational Injury Insurance (L {RF#H]) promulgated on 27 April
2003 by the State Council and implemented on 1 January 2004, the employer shall pay the
pension insurance fund, basic medical insurance fund, unemployment insurance fund,
occupational injury insurance fund, maternity insurance fund and housing fund for the
employees.
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PRODUCTION SAFETY LAWS

Effective as at 1 November 2002, enterprises and institutions shall be equipped with
the measures for safe production as provided in the Production Safety Law and other
relevant laws, administrative regulations, national standards and industrial standards
under the PRC Production Safety Law (the “Production Safety Law”) (H" #E A [ 3L A1 5] % 4
A FE ). Any entity that is not equipped with the measures for safe production is not
allowed to engage in production and business operation activities. Enterprises and
institutions shall offer education and training programs to the employees thereof
regarding production safety.

The designing, manufacturing, installation, using, checking, maintenance,
repairing, reforming and disposal of safety equipments shall be in conformity with the
national standards or industrial standards. In addition, enterprises and institutions shall
provide labor protective equipments and articles that reach the national standards or
industrial standards to the employees thereof, supervise and educate them to use these
equipments and articles according to the prescribed rules.

PRC INCOME TAX LAW

According to the Enterprise Income Tax (“EIT”) Law of the PRC (H 3 A [& A1 B 4
ST 188L1%) enacted on 16 March 2007 and the Implementation Regulations of Enterprise
Income Tax Law of the PRC (3 A R ILHI B 3 5 BLIL E ik #l) enacted on 6
December 2007 (collectively the “Income Tax Law”), which both took effect on 1 January
2008, the EIT for both domestic and foreign-invested enterprises are unified at 25%. For
those enterprises established before 16 March 2007 and entitled to preferential income tax
treatments by tax related laws and administrative regulations, the Income Tax Law
provides for a five-year transitional period, during which the applicable EIT rate shall be
converted to the unified rate at 25% gradually.

According to the Notice of the State Council on the Implementation of the
Enterprise Income Tax Transitional Preferential Policy (275 i B i B it 11> S Fir 15 80 4 4
HEUR A A issued on 26 December 2007 and took effect on 1 January 2008, enterprises
that enjoy “2-year exemption and 3-year half payment,” “5-year exemption and 5-year
half payment” of the enterprise income tax and other preferential treatments in the form
of periodic tax deductions and exemptions in the past may, after the Income Tax Law took
effect on 1 January 2008, continue to enjoy the relevant preferential treatments under the
preferential measures and the time period set out in the previous tax law, administrative
regulations and relevant documents until the expiration of the said time period. However,
the preferential time period applicable to an enterprise shall start to run from 2008 if such
enterprise has not enjoyed the preferential treatments yet because of its failure to make
profits. In addition, enterprises which were entitled to a preferential income tax at the rate
of 15% will gradually be levied on the unified 25% tax within five years commencing on 1
January 2008. The transitional tax rates applied to the enterprises entitled to the 15%
preferential rate are 18% for 2008, 20% for 2009, 22% for 2010, 24% for 2011 and 25% for
2012. Enterprises which previously enjoyed the 24% preferential tax rate are imposed with
the unified 25% tax rate from 1 January 2008. Further, the tax preferential treatments
applied to enterprises within the designated great western development region in the PRC
of western area will continue to be applied.
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According to the Income Tax Law, income such as dividends, rental, interest and
royalty from the PRC derived by a Non-Resident enterprise which has no establishment in
the PRC or has establishment but the income has no relationship with such establishment
is subject to a 10% withholding tax, which may be reduced if the foreign jurisdiction of
incorporation has a tax treaty with the PRC that provides for a different withholding
arrangement, unless the relevant income is specifically exempted from tax under the
applicable income tax laws, regulations, notices and decisions which relate to FIEs and
their investors.

According to the Arrangement between the Mainland and Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with respect to Taxes on Income effective on 1 January 2007 (/A0 F1 75 % 45 7l 17 B
[, 8 7 364 e 75 2 4 B o OB AN BT (- M I B 10 2 BF), the withholding tax rate for dividends
paid by a PRC resident enterprise to a Hong Kong resident enterprise is 5%, if the Hong
Kong enterprise owns at least 25% of the PRC enterprise. According to the Notice of the
State Administration of Taxation on issues relating to the administration of the dividend
provision in tax treaties promulgated on 20 February 2009 (2 Z< i %5 88 =) B it 4T BL U h 7
Ji S A B R R D), the corporate recipients of dividends distributed by Chinese
enterprises must satisfy the direct ownership thresholds at all times during the 12
consecutive months preceding the receipt of the dividends.

INTERIM PROVISIONS RELATING TO THE DOMESTIC INVESTMENT OF
FOREIGN-FUNDED ENTERPRISES

According to the Interim Provisions on the Domestic Investment of Foreign-funded
Enterprises formulated by the Ministry of Foreign Trade and Economic Cooperation and
the State Administration for Industry and Commerce promulgated and came into force as
at September 1, 2000, in the event a FIE invest in and establish a company in the
encouraged or permitted category, the FIE may directly apply for registration procedures
with the AIC authority of the place where the said investee company is located, while a
FIE invest in and establish a company in the restricted category, the FIE shall submit an
application for approval to the provincial level authority for foreign trade and economic
cooperation of the place where the said investee company is located. A FIE is not allowed
to invest in or establish a company in the prohibited category.

REGULATIONS RELATING TO FOREIGN CURRENCY EXCHANGE

Under the Foreign Currency Administration Rules (73 A [ 3L A1 e 4 245 1)
promulgated by the State Council in 1997 and amended in 1998 and 2008 and various
regulations issued by SAFE, and other relevant PRC government authorities, Renminbi is
convertible into other currencies for the purpose of current account items, such as trade
related receipts and payments, interest and dividend. The conversion of Renminbi into
other currencies and remittance of the converted foreign currency outside China for the
purpose of capital account items, such as direct equity investments, loans and repatriation
of investment, requires prior approval from SAFE or its local office. Domestic entities are
permitted to free retain their current exchange earnings according to their needs of
operation.
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PRC REGULATION ON FOREIGN INVESTORS INVESTING IN COMMERCIAL
SECTORS

On 25 June 1999, with the approval from State Council, the State Economic and
Trade Commission and Ministry of Foreign Trade and Economic Cooperation issued and
implemented Measures for Commercial Enterprises with Foreign Investment (the
“Measures”) (4P E & 3 A 2B HE). The Measures allowed Sino-foreign equity joint
venture or Sino-foreign cooperative joint venture commercial retail enterprises (“Joint
Venture Commercial Enterprises”) to be incorporated in capital cities of provinces and
autonomous regions, municipalities directly under the central government,
municipalities under independent development plans and special economic zones (“Trial
Zones”). Wholly foreign-funded commercial enterprises were not permitted to be
incorporated for the time being. Joint Venture Commercial Enterprises were subject to
review and approval of the State Economic and Trade Commission and Ministry of
Foreign Trade and Economic Cooperation. The Measures set higher standards for both
Chinese and foreign investors:

(1)  foreign investors of Joint Venture Commercial Enterprises applying for retail
businesses engagement must maintain an annual average turnover of more
than US$2 billion three years prior to the application and total assets of over
US$200 million a year prior to the application;

(2) foreign investors of Joint Venture Commercial Enterprises applying for
wholesale businesses engagement must maintain an annual average turnover
of more than US$2.5 billion three years prior to the application and total assets
of more than US$300 million a year prior to the application.

(3) Chinese substantial investors should be liquid enterprises with comparatively
stronger economical background and higher operating capacity, with total
assets of more than RMB50 million (RMB30 million for middle and western
regions of the PRC). In the case of Chinese investors as commercial
enterprises, an annual average turnover of more than RMB300 million
(RMB200 million for western region of the PRC) three years prior to the
application must be maintained; in the case of Chinese investors as foreign
trading business, an annual average import and export turnover of more than
US$50 million (with no less than US$30 million for export) three years prior to

the application must be maintained.

The Measures also mentioned that the registered capital of Joint Venture
Commercial Enterprises engaged in retail business could not be less than RMB50 million
(RMB30 million for middle and western regions of the PRC) and the registered capital of
Joint Venture Commercial Enterprises engaged in wholesale business could not be less
than RMB80 million (RMB60 million for middle and western regions of the PRC).
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In order to fulfill the undertaking in respect of the opening up of commercial sector
for PRC’s entry to WTO, the Ministry of Commerce issued the Measures for
Administration on Foreign Investment in Commercial Fields (the “Measures of
Administration”) (¥} % & i 3£ S FLHFZ) on 16 April 2004 which took effect on 1 June
2004. The Measures of Administration abolished the original higher standard of
requirements for foreign investors, allowed Sino-foreign equity joint venture,
Sino-foreign cooperation and wholly foreign-funded commercial enterprises (collectively
the “Foreign-invested Commercial Enterprises”) to engage in commission agency,
wholesale, retail and franchise businesses. The establishment of shops of those
Foreign-invested Commercial Enterprises which engage in retail business was restricted
to the Trail Zones prior to 11 December 2004. Since 11 December 2004, the restriction of
zones has been abolished; the restriction of zones for those Foreign-invested Commercial
Enterprises which engage in wholesale business has been abolished since 1 June 2004. The
incorporation of Foreign-invested Commercial Enterprises is subject to review and
approval of the MOC and its authorized provincial ministry of commerce and should
nevertheless meet the following conditions:

(1) registered capital in compliance with the requirement of PRC Companies
Law;

(2) compliance with the standard total investment and registered capital
requirements for foreign-invested enterprises; and

(3) in general, Foreign-invested Commercial Enterprises’ term of operation not
exceeding 30 years and Foreign-invested Commercial Enterprises’ term of
operation in the middle and western regions of the PRC not exceeding 40
years.

According to the Measures of Administrations and Notice of the Ministry of
Commerce on Entrusting Local Departments to Check Foreign-Funded Commercial
Enterprises (B ZE5EHh 77 & 1 a5 % S0 i £ & i 6 R 2ERY @A) issued by the MOC on 9
December 2005 and took effect on 1 March 2006, Foreign-invested Commercial Enterprises
fulfilling the conditions below and were engaged in retail business by opening stores in
provincial administrative regions or China national economic and technical development
zones were subject to rights of review and approval of the local authorities and report to
the MOC:

(I) no more than 3 stores and the total gross floor area of a single store shall not
exceed 5000 sq.m. and the total number of similar stores opened by the foreign
investors through Foreign-invested Commercial Enterprises in the PRC shall
not exceed 30;

(2) no more than 5 stores and the total gross floor area of a single store shall not
exceed 3000 sq.m. and the total number of similar stores opened by the
foreign-investors through Foreign-invested Commercial Enterprises in the

PRC shall not exceed 50; or

(3) total gross floor area of a single store shall not exceed 300 sq.m.
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In terms of wholesale enterprises, except for those operations involving television,
phone, mailing order, internet, vending machines, or sales products involving steel,
precious metal, ironstone, fuel oil, caoutchouc and other significant raw materials, and
specific commodities such as books, newspapers, magazines, vehicles, medicines,
pesticide, agricultural film, chemical fertilizers, refined oil, food, vegetable oil, sugar and
cotton, other wholesale enterprises are subject to review and approval of local authorities
and required to report to the MOC.

According to Article 23 of the Measures of the Administration, where a
foreign-funded enterprise invests in commercial fields within the PRC, it shall accord with
the Interim Provisions on Investment of Foreign-funded Enterprises in China (B 41 #%
ERERNBENEITHE) (“Interim Provisions”), and refer to the Measures of the
Administration. According to the Interim Provisions, a “re-investment company of
foreign-funded enterprise” means a foreign-invested limited company which is duly
established within the PRC, which then either, sets up a new company or acquires equity
interest in the other company within the PRC. As the shareholder of Guangzhou
Changyue, Evergreen Guangdong, is a foreign-funded limited company established in the
PRC, Guangzhou Changyue shall be regarded as a re-investment company of a
foreign-funded enterprise in commercial fields and therefore fell within the scope of the
Measures of the Administration.

According to the Notice of Ministry of Commerce on Delegation of Approval Power
for Foreign-Funded Commercial Enterprises (%5 7l B A T 750/ i 50 & v 26 A SE e it S IH 1Y
#H) issued by the MOC on 12 September 2008 and taking effect on the same day, all the
establishments of foreign-funded commercial enterprises and all the alterations of
established foreign-funded commercial enterprises shall be subject to review and
approval by competent provincial Ministries of Commerce (& # i %5 7& # "), and report
to the MOC; however, the MOC retains the approval power upon the enterprises which are
doing business not by opening stores but via television, telephone, mail, internet, vending
machine and the enterprises which are engaged in the wholesale of audio-visual products
or the sales of books, newspapers and magazines.

With respect to our two self-operated Retail Stores located in shopping malls in
Shanghai and Guangzhou which were set up on 20 July 2009 and 6 April 2010 by
Guangzhou Changyue, respectively, the PRC Legal Advisor has respectively confirmed
with the Department of Foreign Trade and Economic Cooperation of Guangdong Province
(ERAEHINE 5 KIS VERE), which is the competent authority to approve the
establishment and organizational changes of Guangzhou Changyue, and Shanghai
Municipal Commission of Commerce (¥ Z & &), which is the competent
authority to approve the establishment and organizational of a foreign-funded enterprise
in Shanghai Municipal, that since Guangzhou Changyue is a re-investment company of a
foreign-funded enterprise and engaged in clothing wholesale and retail businesses, no
approval was required in relation to the establishment of the two retail stores. The PRC
Legal Advisor advised that according to the major responsibilities (EZHKEE) of the
Department of Foreign Trade and Economic Cooperation of Guangdong Province (& R #
HANE 5 K G AEEE), it is a department of the People’s Government of Guangdong
Province which is in charge of foreign trade and economic cooperation and responsible for
administrating foreign investment, drafting and implementation of administrative
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measures relating to foreign investment. Department of Foreign Trade and Economic
Cooperation of Guangdong Province and Shanghai Municipal Commission of Commerce
are similar authorities in respect of its administration of foreign investment. Both of them
are the provincial branches of MOC (& #& Fi%5 L4 #F['). As advised by the PRC Legal
Advisor, based on the above confirmation, Guangzhou Changyue is not required to obtain
the approval from the competent provincial ministry of commerce for its retail outlets. The
relevant laws of the PRC only stipulate that setting up retail stores by a foreign-funded
enterprise shall obtain the approval from the Provincial Ministries of Commerce but do
not specify whether an approval from the Provincial Ministries of Commerce is required
for setting up of retail stores by a re-investment company of a foreign-funded enterprise.
As the Department of Foreign Trade and Economic Cooperation of Guangdong Province
and Shanghai Municipal Commission of Commerce are competent authorities in charge of
foreign investment in commercial fields, the PRC Legal Advisor is of the opinion that such
government departments have the relevant authorities to decide whether or not the Group
is required to obtain approval for setting up of the two self-operated Retail Stores. Since
the aforesaid two Retail Stores were set up by Guangzhou Changyue rather than
Evergreen Guangdong, Evergreen Guangdong was not required to obtain any approvals
for the establishment of the two Retail Stores. The PRC Legal Advisor has further
confirmed that all necessary approvals have been obtained for our wholesale distribution
and retail business. The Directors have also confirmed that these two Retail Stores are the
only Stores in the PRC operated by us to sell products directly to ultimate customers as
our other self-operated Stores in shopping malls and department stores operate on a

concessionary basis.

According to Article 3 and Article 9 of the Measures for Administration, the
definition of “wholesale” refers to the selling of goods to retailers, customers of industry,
commerce and organizations, or to other wholesalers or providing relevant ancillary
services, and “retail” is defined as selling goods for consumption and use of individuals
or groups or providing relevant ancillary services at fixed locations or through television,
telephone, mail order, internet, and automat. Therefore, the PRC Legal Advisor is of the
opinion that since the self-operated Stores of Guangzhou Changyue and Guangzhou
Changzhuxing settle the concessionary sale of products with department stores and
shopping malls rather than receive payment directly from the ultimate customers, such
distribution model shall be regarded as wholesale sales. Further, the wholesale business is
within the approved business scope of Guangzhou Changyue and Guangzhou
Changzhuxing approved by the Department of Foreign Trade and Economic Cooperation
of Guangdong Province (& & %4 & 5 8% 4 {1 BE), the competent provincial Ministry of
Commerce in Guangdong Province. So, Guangzhou Changyue and Guangzhou
Changzhuxing are permitted by relevant laws and regulations in the PRC to engage in
wholesale business. In rendering such legal opinion, the PRC Legal Advisor has
confirmed that all relevant registration and approval procedures required have been
obtained and the distribution model adopted by us was in compliance with the Measures
and the approved business scope of Guangzhou Changyue and Guangzhou
Changzhuxing.
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The Measures for the Administration of Sales Promotion Activities of Retailers
(CEE AL EH1T S5 FEHHE D)) (the “Measures for Promotion”) is applicable to Guangzhou
Changyue which has two Retail Stores selling our products to the ultimate customers and
is regarded as a retailer as described in the Measures for Promotion. The Measures for
Promotion, however, do not apply to Evergreen Guangdong or Guangzhou Changzhuxing
because these companies did not engage in retail business during the Track Record Period.

According to the Measures for Promotion, a retailer, when undertaking sales
promotion activities, should follow the principles of lawfulness, fairness and good faith
and may not impair the lawful rights and interests of consumers and other business
operators. Furthermore, when undertaking sales promotion activities, a retailer should
show the promotion contents at an eye-catching place in its business site and clearly mark
the prices on the price tags; a retailer may not cheat or induce the consumers to buy
commodities by taking a misleading price method or reduce the quality of the promotion
commodities. No retailer may undertake any sales promotion activity by making up a
reason such as rummage sale or shifting to another business. Where any retailer’s act is in
violation of the Measures for Promotion and such act is also in violation of any other laws
or regulations, such other laws or regulations shall govern. Otherwise, the Measures for
Promotion apply and the retailer may be ordered to make corrections and imposed a fine
of not exceeding RMB30,000.

We enter into distributorship agreements with our distributors directly to sell our
self-owned brands products. Based on the fact that our distributors and us are
independent entities and the distributorship agreements expressly stipulate that our
distributors shall be responsible for their own liability and indebtedness in relation to the
distribution of our products within their defined geographic area, the PRC Legal Advisor
is of the view that any non-compliance with relevant laws and regulations by our
distributors will not result in any liability to our Group. Since our distributors are
independent entities and do not constitute members of our Group, we are not in a position
to ascertain whether all of our distributors’ Retail Stores have obtained all licenses,
permits and approvals necessary for their operations or complied with all applicable laws
and regulations.

We do not have direct contractual relationship with the sub-distributors during the
Track Record Period. We rely on our distributors to oversee them. Should any of the
distributors deviate from the terms in the distributorship agreements with respect to the
actions of the sub-distributors, we may terminate the agreements with such distributors.
Therefore, we are not in a position to ascertain whether these sub-distributors’ Retail
Stores have obtained all licenses, permits and approvals necessary for their operations.

RULES ON MERGER AND ACQUISITION

On 18 August 2007, Mr. Chan, through Evergreen Guangdong, acquired all the
equity interests in each of Guangzhou Changyue and Guangzhou Changzhuxing from
several domestic persons in the PRC. For details, please refer to the subsection headed
“Corporate Development and Structure” in the “History, Reorganization and Group
Structure” section. As Evergreen Guangdong is a foreign-invested enterprise established
in the PRC, the PRC Legal Advisor is of the opinion that the acquisition of 100% equity
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interest in each of Guangzhou Changyue and Guangzhou Changzhuxing, respectively, by
Evergreen Guangdong shall be governed by Interim Provisions rather than Article 2 of the
Rules on Merger and Acquisition of Domestic Enterprises by Foreign Investors which is
only applicable to the acquisition of a PRC domestic enterprise by a foreign investor. As
Evergreen Guangdong is a foreign-funded limited company established in the PRC rather
than a foreign investor and both Guangzhou Changyue and Guangzhou Changzhuxing
upon acquisition by Evergreen Guangdong are re-investment companies of a
foreign-funded enterprise rather than foreign-funded enterprises, the PRC Legal Advisor
confirmed that the Article 2 of the Rules on Merger and Acquisition of Domestic
Enterprises by Foreign Investor are not applicable to the aforesaid acquisitions.
Furthermore, the aforesaid acquisitions have been approved by The Department of
Foreign Trade and Economic Cooperation of Guangdong Province, being the competent
authority for granting such approval in August 2007, and relevant required registration
procedures with Guangzhou AIC, as required under the Interim Provisions, have been
completed, the PRC Legal Advisor is of the opinion that the Group has complied with the
applicable legal requirements.

FOREIGN INVESTMENT INDUSTRIAL GUIDANCE

According to applicable PRC regulations on Foreign-invested enterprise, capital
contributions from a foreign holding company to its PRC subsidiaries, which are
considered foreign-invested enterprises (or foreign-funded enterprises), may only be
made when the approval by the Ministry of Commerce or its local counterpart is obtained.
In approving such capital contributions, the Ministry of Commerce or its local counterpart
examines the business scope of each foreign-invested enterprise (or foreign-funded
enterprise) under review to ensure it complies with the Foreign Investment Industrial
Guidance Catalogue, which classifies industries in China into three categories:

Zan

“encouraged foreign investment industries,” “restricted foreign investment industries”

and “prohibited foreign investment industries”.

According to the “Guideline Catalogue of Foreign Investment Industries”
promulgated on 30 November 2004, by the State Development and Reform Commission
and the Ministry of Commerce, revised on 7 November 2007 and enforced on 1 December
2007, investments and operation in the area of menswear are classified as permitted
foreign investment projects. None of the companies within the Group is engaged in any of
the “restricted foreign investment industries” or “prohibited foreign investment

industries”.
REGULATIONS RELATING TO DIVIDENDS DISTRIBUTION

The principal regulations governing dividend distributions by wholly foreign
owned enterprises includes: The PRC Company Law ("3 A LMY 2 7] 3%); The Wholly
Foreign Owned Enterprise Law (1986), as amended ("' # A [ AL FI B 41 & b 3£ 75); and The
Wholly Foreign Owned Enterprise Law Implementing Rules (1990), as amended (% A &
SO S A 2 3k A ).
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Under these law and regulations, wholly foreign owned enterprises in the PRC may
pay dividends only out of their retained earnings, if any, determined in accordance with
the PRC accounting standards and regulations. Additionally, a wholly foreign-owned
enterprise is required, as other enterprises subject to PRC laws, to set aside at least 10% of
its after tax profits each year, if any, to fund statutory reserve funds until the cumulative
amount of such funds reaches 50% of its registered capital. These reserves are not
distributable as cash dividends. Under the relevant PRC law, no net assets other than the
accumulated after-tax profits can be distributed in the form of dividends.

PRC TRADEMARK LAW

The period of validity of a registered trademark shall be ten years, to be counted
from the date of approval of the registration under the Trademark Law of the PRC (3 A
RN i #75) promulgated on 23 August 1982, amended as at 22 February 1993 and 27
October 2001. The administrative authority for industry and commerce has the power to
investigate and handle any act of infringement of the exclusive right to use a registered
trademark according to the Trademark Law and relevant regulations Where the case is so
serious that it constitutes a crime, in addition to compensating for the losses suffered by
the infringed, shall be investigated into for the criminal responsibilities according to law.

Any of the following acts shall be an infringement upon the right to exclusive use of
a registered trademark:

(I) wusing a trademark which is identical with or similar to the registered
trademark on the same kind of commodities or similar commodities without a
license from the registrant of that trademark;

(2)  selling the commodities that infringe upon the right to exclusive use of a
registered trademark;

(3) forging, manufacturing without authorization the marks of a registered
trademark of others, or selling the marks of a registered trademark forged or
manufactured without authorization;

(4) changing a registered trademark and putting the commodities with the
changed trademark into the market without the consent of the registrant of
that trademark; and

(5) causing other damage to the right to exclusive use of a registered trademark of
another person.

In the event of any above mentioned acts which infringe upon the right to the
exclusive use of a registered trademark, the infringer would be imposed a fine, ordered to
stop the infringement acts immediately, and give the infringed party compensation.

Saved as disclosed above and in this section, our business and operations in the PRC

are not subject to any special legislation or regulatory controls other than those generally
applicable to companies and businesses operating in the PRC.
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VALUE-ADDED TAX

Pursuant to the Provisional Regulations of the PRC Concerning Value-Added Tax
(“VAT Regulations”) promulgated by the State Council which was subsequently amended
and came into effect on 1 January 2009 and its Implementation Rules, value added tax is
imposed on goods sold in or imported into the PRC and on processing, repair and
replacement services provided within the PRC.

A company, if it is not qualified as a small-scale VAT tax payer, is subject to value
added tax at the rate of 17% on the sale and import of goods (unless (i) the goods fall
within Article 2(2) of the VAT Regulations, such as grain, water, gas and newspapers, in
which case the VAT rate is 13%; and (ii) the goods are agricultural products produced by a
company itself specified in the Notice on issuing Interpretation of Tax Range of
Agricultural Products, in which case the VAT is exempted) as well as on processing, repair
and replacement services. Goods exported will be taxed at a rate of 0%, except where
otherwise determined by the State Council. A company importing goods will pay value
added tax on the total value of the goods. Our applicable value-added tax rate is 17%.

COMPETITION LAW

The relevant PRC laws in relation to competition in the commercial field is Anti
Unfair Competition Law of the PRC and Anti-monopoly Law of the PRC, both of which are
applicable to us.

Pursuant to the Anti-unfair Competition Law of the PRC (the “Competition Law”),
which was promulgated on 2 September 1993 and came into effect on 1 December 1993.
The Competition Law provides that business operators shall not undermine their
competitors by engaging in the following improper market activities:

. infringement of trademark rights or confidential business information;

o false publicity through advertising or other means, or forgery and
dissemination of false information that infringes upon the goodwill of
competitors or the reputation of their products; and

o other improper practices, including commercial bribery, cartels, dumping
sales at below-cost prices, and offering prizes as sales rebates illegally.

Violations of the Competition Law may result in the imposition of fines and, in
serious cases, revocation of its business license as well as incurrence of criminal liability.

Pursuant to the Anti-monopoly Law of the PRC, which was promulgated on 30
August 2007 and came into effect on 1 August 2008, monopoly agreements shall not be
made between operators. Those operators that have dominant market positions shall not
abuse their positions to eliminate or restrict competition. Operator consolidation which
has or may have the effect of eliminating or restricting market competition is prohibited.
Where an operator violates the Anti-monopoly Law of the PRC, the competent authorities
order a halt to illegal activities, confiscate illegal earnings and impose a fine.
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REGULATORY COMPLIANCE

As at the Latest Practicable Date, the PRC Legal Advisor, has advised us, and the
Directors have confirmed that except as may be otherwise disclosed in this prospectus, we
have in all material aspects complied with all relevant laws and regulations in the PRC
necessary for conducting our business operations and we have obtained all the necessary
permits and licenses for our current operations in the PRC.
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BUSINESS DEVELOPMENT

Mr. Chan, the Company’s chairman, and his two brothers, Mr. Chen Yunan and Mr.
Chen Minwen, all executive Directors of the Company, began their business in managing
and distributing international high-end and luxury-branded goods in China in the 1990s
before starting our business. The Chan Brothers were first introduced to the distributor of
two well-known French apparel/accessories brands through their personal network in or
about 1994 and subsequently engaged in the sales and distribution business of
international menswear and accessories brands. During the period from 1998 to 2000, the
Chan Brothers were primarily engaged in the sale and distribution of the two above
mentioned French apparel/accessories brands, and during the same period, Evergreen
Asia was used as a channel of procurement of materials and products relating to the sale
and distribution of these two brands. Through these earlier business ventures, our key
management personnel have accumulated extensive experience in, and exposure to, the
distribution of international brands, and have built up personal networks and business
relationships with distributors of menswear, reputable department stores and shopping
malls in the PRC, and members of the advertising and media industries in the PRC.

Leveraging their experience and networks, the Chan Brothers developed and
launched our V.E. DELURE brand in 2000 when Guangzhou Dilai was established. During
the period from 2000 to 2005 until the establishment of Guangzhou Changyue, the
business activities of V.E. DELURE were primarily conducted through Guangzhou Dilai.
Upon the establishment of Guangzhou Changyue in 2005, Guangzhou Dilai’s business
was gradually assumed by Guangzhou Changyue.

Guangzhou Dilai was a company established under the laws of the PRC on 28 July
2000 with an initial registered capital of RMB1,000,000 and was initially held by Chen Han
Bin, first cousin once removed of Mr. Chan, as to 60% and Chen Mianna, sister of Mr.
Chan, as to 40%. When Guangzhou Dilai was set up in 2000, the Chan Brothers were still
involved in the sale and distribution of the two French apparel/accessories brands and at
the same time, also focused on the business development aspect of our newly launched
V.E. DELURE business. In order to focus on the above and for the purpose of reducing
administrative burden of the procedural steps and other administrative tasks that were
required to be carried out by the registered holders and/or legal representative in
establishing and running a PRC company, Chen Yunan and Chen Minwen decided to rely
on their sister, Chen Mianna, and other relatives to carry out such tasks. In 2003, when
Chen Han Bin left Guangzhou Dilai to pursue his own business interests, he ceased to hold
interests in, and resigned as a legal representative of, Guangzhou Dilai and Chen Mianna
was appointed as the legal representative of Guangzhou Dilai. Chen Han Bin’s registered
interests were transferred to Jiang Yi Hong, a cousin of Mr. Chan. After injection of
RMB1,800,000 in the capital of Guangzhou Dilai by Chen Mianna (on behalf of Chen
Yunan) and RMB200,000 by Jiang Yi Hong (on behalf of Chen Minwen), the registered
capital of Guangzhou Dilai was RMB3,000,000, which was held by Chen Mianna as to 80%
and Jiang Yi Hong as to 20% on trust for Chen Yunan and Chen Minwen respectively. On 5
April 2004, the ownership percentage of Chen Mianna and Jiang Yi Hong in Guangzhou
Dilai was changed to 88.75% and 11.25% respectively. Changes in Chen Mianna’s and
Jiang Yi Hong’s registered interests in Guangzhou Dilai reflected the respective change in
the actual investment amount in Guangzhou Dilai contributed by Chen Yunan and Chen
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Minwen. On 3 January 2008, Chen Mianna, due to family commitments and personal
health problems, gave up her role as legal representative to Jiang Yi Hong. At the same
time, Chen Yunan and Chen Minwen agreed to have Jiang Yi Hong hold on trust for them
their respective interest in Guangzhou Dilai and Jiang Yi Hong became the sole interest
holder of Guangzhou Dilai. During the Track Record Period, (i) Chen Mianna has been a
director of Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing;
(ii) Chen Han Bin has been working in the warehouses of Guangzhou Changyue; and (iii)
Jiang Yi Hong has been working in the finance department of Guangzhou Dilai. The roles
of Chen Mianna, Chen Han Bin and Jiang Yi Hong within the Group will remain the same
after Listing.

Beginning with Guangzhou Dilai’s establishment, the Chan Brothers were
responsible for its overall strategic planning, management and business development and
operational work until its business was assumed by Guangzhou Changyue. Chen Mianna
was responsible for managing its purchasing team until 2008 when she left her position in
Guangzhou Dilai due to family commitments and personal health problems. After the
transfer of its business to Guangzhou Changyue, and up to its deregistration in 2010, its
administrative work was carried out by Jiang Yi Hong.

Guangzhou Dilai began the distribution of products under the V.E. DELURE brand
in 2000. Evergreen Asia, a company controlled by Mr. Chan, imported raw materials and
products to Guangzhou Dilai from overseas. In or about 2005, the Chan Brothers decided
to restructure the business structure in order to have more flexibility in managing future
licensed brands (if any) in addition to our self-operated brands. They considered that the
first step of such restructuring was to differentiate the name of the brand from that of the
company owning it. Since the Chinese name of the V.E. DELURE brand and the Chinese
name of Guangzhou Dilai bear the same Chinese characters “#%£”, Guangzhou Changyue
was established in 2005 to operate the V.E. DELURE brand and avoid confusion of the
Chinese names.

After the establishment of Guangzhou Changyue, Guangzhou Dilai gradually
stopped entering into new arrangements/contracts and subsequent new contracts with
the then existing distributors, department stores and shopping malls were entered into by
Guangzhou Changyue. However, in order to minimize the effects of such restructuring on
the prior commitments with the distributors, department stores and shopping malls and
to not affect the long-term relationship with them built by Guangzhou Dilai, our
management took the view that during such transition period, prior
arrangements/commitments with the distributors, department stores and shopping malls
should be honoured by Guangzhou Dilai until all such prior arrangements/commitments
expired or terminated. Therefore, even with the establishment of Guangzhou Changyue in
2005, Guangzhou Dilai did not promptly cease operation and was not deregistered in
order to complete its prior arrangement/commitments with its customers and to allow
time for Guangzhou Changyue to assume the then existing customers.

In 2007, as Guangzhou Dilai gradually reduced its business activities, it transferred
to Guangzhou Changyue and Evergreen Guangdong certain fixed assets (mainly office
equipment and motor vehicle) in the approximate amount of RMB575,000 and
RMB953,000, respectively. As it gradually reduced its business, Guangzhou Dilai incurred
losses during the Track Record Period.
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Since Guangzhou Dilai finished all prior commitments in 2009 and has since

remained inactive, Guangzhou Dilai was resolved to be deregistered. Guangzhou Dilai
has been deregistered since 14 July 2010. As advised by the PRC Legal Advisor, the
deregistration of Guangzhou Dilai will not result in any liability or obligation against the

Directors and/or senior management of the Group.

The table below sets out the approximate transaction amounts of Evergreen

Guangdong, Guangzhou Changyue, Guangzhou Changzhuxing and Guangzhou Dilai for
the years ended 31 December 2005 to 2009:

Transaction amounts for the Financial Year ended 31 December (approx. RMB)

Transaction
type with
Guangzhou
Dilai 2005 2006 2007 2008 20097
Evergreen Purchase 473,000 - 159,000 - -
Guangdong
Sale - 2083000 3,517,000 ¥ - ]
Guangzhou Purchase 46,0000k 2 - 5,064,000t 2 80,000ete 2 B
Changyue
Sale - - SO/OUO(Note 1) _ ~
Guangzhou Purchase 1,126,000t 4 51,000Nete # - 3 g0 (ot )
Changzhuxing
Sale 3,751,000 - - . _
Notes:
1. During 2006 and 2007, Guangzhou Dilai, in order to complete its prior commitments to its

remaining customers, depending on its then existing inventory type and level, would need to buy
additional V.E. DELURE products such as shirts, T-shirts and shoes etc from the Group to fulfill
such commitments. Depending on the type of stock required by Guangzhou Dilai, the actual
products would then be sourced from Evergreen Guangdong and/or Guangzhou Changyue.

Upon the establishment of Guangzhou Changyue in June 2005, Guangzhou Dilai gradually
stopped entering into new contracts with its then existing V.E. DELURE distributors and after
ensuring its ability to meet the demand of its remaining customers including fulfilling any prior
commitment to its existing customers, Guangzhou Dilai began to transfer to Guangzhou
Changyue its remaining stock of V.E. DELURE products including shirts, jackets, suits, pants and
other accessories as it gradually reduced its business activities.

Prior to the establishment of Evergreen Guangdong, depending on its specific needs and
requirements, Guangzhou Dilai would outsource further processing or alteration work to
external independent manufacturers. Upon the establishment of Evergreen Guangdong by the
Group in May 2005 which is principally engaged in manufacturing and sale of clothing and
clothing accessories, Guangzhou Dilai began to sell to Evergreen Guangdong its then existing
inventory of V.E. DELURE apparel products which required further processing or alteration
work, including but not limited to, refinement and adding of buttons, branding tags and/or other
components in order to be sold to customers.
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4. In 2005 and 2006, several TESTANTIN self-operated Stores of Guangzhou Changzhuxing offered
promotional discounts to promote its TESTANTIN products. Guangzhou Dilai considered that it
may also utilize such platform to sell some of its past seasons’” V.E. DELURE apparel products
including suits, jackets and sweaters.

5. In 2008, Guangzhou Dilai sold to Guangzhou Changzhuxing a small amount of accessory
products so that Guangzhou Changzhuxing could put them on sale in its TESTANTIN
self-operated Stores to help Guangzhou Dilai to further reduce its inventory as it continued to
gradually reduce its business activities.

6. Guangzhou Changzhuxing sold TESTANTIN products to Guangzhou Dilai for about RMB3.8
million in 2005 because three customers of Guangzhou Dilai that distributed V.E. DELURE
products during that time were also interested in exploring the sale of TESTANTIN products
during the initial launch of our TESTANTIN brand in 2005. Therefore such sale was conducted
through Guangzhou Dilai on a trial basis for the above-mentioned customers of Guangzhou Dilai.
When our TESTANTIN brand became more established, such customers subsequently became
customers of and bought directly from Guangzhou Changzhuxing for sale of our TESTANTIN
products. Therefore, since 2006 onwards, there has been no more sale from Guangzhou
Changzhuxing to Guangzhou Dilai.

7. Since 2009, there have been no more sale and purchase transactions between Guangzhou Dilai
and any member of our Group.

To restructure our corporate structure, the following companies of the Group were
established in 2004 and 2005, with Evergreen Guangdong being primarily responsible for
our material sourcing and production functions, Guangzhou Changyue being primarily
responsible for the sale and distribution of products of our V.E. DELURE brand and
Guangzhou Changzhuxing being primarily responsible for licensed distribution of other
brands of products such as Harmont & Blaine and CARTIER and the sale and distribution
of products of our later established TESTANTIN brand. On 18 August 2007, Mr. Chan,
through Evergreen Guangdong, acquired all the equity interests of Guangzhou Changyue
and Guangzhou Changzhuxing to consolidate his interest in us. For details, please refer to
the below subsection headed “Corporate Development and Structure.”

As at 30 June 2010, there were 202 V.E. DELURE Stores, consisting of, one Store in
Hong Kong and 201 Stores in 121 cities in 27 provinces/municipals/autonomous regions
of the PRC.

Due to the increasing consumption power in the PRC, we believed that the potential
demand for casual menswear is strong, we anticipated that it was the appropriate time to
expand into this market segment. In order to broaden our brand and product offerings and
customer base, we launched the TESTANTIN brand in 2005. The number of TESTANTIN
Stores has since grown to 66 as at 30 June 2010, consisting of 2 Stores in Hong Kong and
remaining Stores in 49 cities in 14 provinces/municipals/autonomous regions of the PRC.
Our Directors believe that our TESTANTIN and V.E. DELURE dual-brand strategy allows
us to segment our target menswear markets with unique brand names that cater and
appeal to different consumer groups of different ages, disposable income levels, fashion

tastes and preferences.
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From August 2004 to August 2009, we acted as the sole distributor for an Italian
menswear brand, Harmont & Blaine, in the PRC. Our distributorship agreement for the
Harmont & Blaine brand expired in August 2009. By mutual agreement, both parties
decided not to renew the licensing arrangement. Since the termination of the arrangement,
we have been focusing our efforts on our self-owned menswear brands. We are also an
authorized dealer of CARTIER’s accessories sold in three CARTIER Stores in Fuzhou,
Xiamen and Nanning, all of which are operated by us.

Since the 1990s, we have successfully evolved from a distributor of international
brands to a menswear enterprise in the PRC with our own middle-upper and high-end
menswear brands while also strategically engaging in selective licensed brand
distribution for renowned international brand.

CORPORATE DEVELOPMENT AND STRUCTURE

Evergreen International was incorporated on 18 August 2004 in Hong Kong. The
authorized share capital of Evergreen International was HK$1.0 million divided into
1,000,000 shares of HK$1.00 each and was wholly-owned by Mr. Chan until the
Reorganization as described below.

Evergreen Guangdong was established as a sino-foreign enterprise in the PRC on 12
May 2005 and held as to 70% by Evergreen International and as to 30% by Guangzhou
Dilai. The initial registered capital of Evergreen Guangdong was HK$12.0 million and was
contributed proportionally by Evergreen International and Guangzhou Dilai. On 14
December 2006, Guangzhou Dilai transferred its 30% equity interest in Evergreen
Guangdong to Evergreen International for a consideration of HK$4.0 million, determined
based on the net asset value of Evergreen Guangdong as at 31 July 2006 of RMB12.7
million. As at 14 December 2006, Evergreen Guangdong was wholly-owned by Evergreen
International and became a wholly-foreign owned enterprise (WFOE) in the PRC.
Evergreen Guangdong is primarily responsible for our sourcing of materials, management
of production outsourcing and sampling, packaging, production and post-finished
processing products.

Guangzhou Changyue was established on 8 June 2005 in the PRC and held as to 60%
by Chen Yunan and as to 40% by Chen Minwen, both brothers of Mr. Chan. The registered
capital of Guangzhou Changyue was RMB1.0 million and was contributed proportionally
by Chen Minwen and Chen Yunan. To consolidate Mr. Chan’s control of Guangzhou
Changyue under the Group, on 18 August 2007, Evergreen Guangdong acquired 100% of
the equity interest in Guangzhou Changyue from Chen Minwen and Chen Yunan for an
aggregate consideration of RMB1.38 million, determined based on an independent asset
valuation of Guangzhou Changyue as at 31 December 2006 of approximately RMB1.3
million. No intangible assets were separately identified during the acquisition. For details
of the acquisition, please refer to note 27 "Business Combination" to the Accountants’
Report in Appendix I. Since 18 August 2007, Guangzhou Changyue was wholly owned by
Evergreen Guangdong. Guangzhou Changyue is primarily responsible for the sale and
distribution of our products under the V.E. DELURE brand in the PRC.
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Guangzhou Changzhuxing was established on 15 January 2004 in the PRC and held
as to 60% by Chen Jiachang and as to 40% by Jiang Shunzhu, parents of Mr. Chan. The
initial registered capital of Guangzhou Changzhuxing was RMB1.0 million and was
contributed proportionally by Chen Jiachang and Jiang Shunzhu. On 24 March 2005, the
registered capital of Guangzhou Changzhuxing was increased to RMB5.0 million in such
proportion by Chen Jiachang and Jiang Shunzhu so as to result in the registered capital of
Guangzhou Changzhuxing being held as to 72% by Chen Jiachang and 28% by Jiang
Shunzhu. To consolidate Mr. Chan’s control of Guangzhou Changzhuxing under the
Group, on 18 August 2007, Evergreen Guangdong acquired 100% of the equity interest in
Guangzhou Changzhuxing from Chen Jiachang and Jiang Shunzhu for an aggregate
consideration of RMB4.8 million, determined based on an independent asset valuation of
Guangzhou Changzhuxing as at 31 December 2006 of approximately RMB 4.8 million. No
intangible assets (other than goodwill) were separately identified during the acquisition.
For details of the acquisition, please refer to note 27 "Business Combination" to the
Accountants’ Report in Appendix I to this prospectus. As at 18 August 2007, Guangzhou
Changzhuxing was wholly-owned by Evergreen Guangdong. Guangzhou Changzhuxing
is primarily responsible for the sale and distribution of our products under the
TESTANTIN brand and the operation of our three CARTIER Stores. Chen Jiachang was a
supervisor of Evergreen Guangdong during the Track Record Period and was a supervisor
of Guangzhou Changyue and Guangzhou Changzhuxing since 28 November 2007. Jiang
Shunzhu was a director of Evergreen Guangdong during the Track Record Period. The
roles of Chen Jiachang and Jiang Shunzhu will remain the same after the Listing.

As advised by the PRC Legal Advisor, except for the remaining increased share
capital of HK$47,923,900 of Evergreen Guangdong which is only required to be paid up
before 14 July 2012, all the registered share capital and/or increased share capital of
Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing, being the
principal subsidiaries of the Group, have been properly paid up in accordance with
applicable PRC laws. Evergreen International intends to use the dividend to be
distributed by Evergreen Guangdong to pay up such required share capital before 14 July
2012.

On 13 July 1998, Mr. Chan acquired Evergreen Asia, then a shelf company, with one
share (representing 50% of the issued share capital) held by Mr. Chan and one share
(representing the other 50% of the issued share capital) held by Ms. Ng Yin Shan, wife of
Mr. Chan. At the time of acquiring the then shelf company, Mr. Chan arranged for his wife
to hold one share as nominee for him, as under the Companies Ordinance then in force, a
Hong Kong company is required to have at least two registered shareholders. Such
nominee arrangement was evidenced by a declaration of trust executed by Ng Yin Shan.
On 13 October 2006, Ng Yin Shan transferred her one share in Evergreen Asia to Mr. Chan
at par value of HK$1.00. On 9 October 2006, the authorized share capital of Evergreen Asia
was increased to HK$10,000. Evergreen Asia was wholly owned by Mr. Chan from 13
October 2006 until the Reorganization as described below. Evergreen Asia is principally
engaged in the import and export of materials, garment products and accessories.

Shortly after the incorporation of Master (HK), then a shelf company, in January

2004, Mr. Chan also arranged for the accountant who assisted Mr. Chan in acquiring
Master (HK), Mr. Leung Ka Wa, to hold one share as nominee for him. Such nominee
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arrangement was evidenced by a declaration of trust executed by Mr. Leung Ka Wa. The
issued share capital of Master (HK) was HK$2.00. On 9 March 2005, Mr. Leung Ka Wa
transferred the one share in Master (HK) back to Mr. Chan. Master (HK) was wholly
owned by Mr. Chan until the Reorganization as described below. Master (HK) is
principally engaged in the sale and distribution of our products under both the V.E.
DELURE brand and the TESTANTIN brand in Hong Kong.

Richwood was incorporated on 1 July 2004 in the BVI and was wholly owned by Mr.
Chan until the Reorganization as described below. The issued share capital of Richwood
was US$1.0. Richwood holds our trademarks, other than those registered in France.

VEDS was incorporated on 22 October 2001 in France and was owned by Mr. Chan
and his family members before the Reorganization as described below. The registered
capital of VEDS amounted to 8,000 euros. VEDS holds certain of our trademarks that are
registered in France.

PRC Government Approvals

Pursuant to the Notice on Issues Relating to the Administration of Foreign Exchange
in Fund-raising and Reverse Investment Activities of Domestic Residents Conducted via
Offshore Special Purpose Vehicles (B 55 A B2 i 35 SMRr K B B9 2 B il 8 BORFE #%E Ab
B4 P A B P 1 48 1) (“Notice 75”) promulgated by SAFE on 21 October 2005 and
effective on 1 November 2005, the establishment of offshore special purpose vehicles
directly set up by or indirectly controlled by “domestic residents” must be registered with
the local branch of SAFE (the “Round-trip Investment”). Further, the acquisition of shares
or assets of domestic companies by such offshore special purpose vehicles must be
registered with SAFE. Failure to complete such registration may result in difficulties in the
foreign exchange transactions conducted by such domestic companies, including without
limitation, those for the purpose of dividend repatriation. On 29 May 2007, SAFE
promulgated the Notice on the Operational Rules for the Notice on Issues Relating to the
Administration of Foreign Exchange in Fund-raising and Reverse Investment Activities of
Domestic Residents Conducted via Offshore Special Purpose Vehicles (% Ef % < B 7 Sh b
B B e I S 5 N B AR S5 A R IR A 2 )l R R R 8 I R A AT AR o A 2R ) #R A AR
FERJZEH) (“Notice 106”). Notice 106 specifies the requirements of the Round-trip
Investment that can be registered under Notice 75.

As advised by the PRC Legal Advisor, Notice 75 is not applicable to Mr. Chan, our
ultimate controlling shareholder, since he is a Hong Kong permanent resident.

On 8 August 2006, MOC, the State Assets Supervision and Administration
Committee (B e [ A & = B & # 2 B 9), the State Taxation Bureau (B ZBLHS 44 )), the
State Administration of Industry and Commerce (BIZ% L7 BE L)), the China
Securities Regulatory Committee ([ # 757 B & 45 % B #) and SAFE jointly issued a set
of new Rules on the Acquisition of Domestic Enterprises by Foreign Investors (as
amended, re-promulgated and effective on 22 June 2009)< B it 41 Bl % & 25 f W 5 14 1> 2114
Bi/E ) (the “Foreign Investors M&A Rules”). The Foreign Investors M&A Rules require
that an application shall be made to MOC for examination and approval of the acquisition
of any company inside China affiliated with a domestic company, enterprise or natural
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person, which is made in the name of an overseas company lawfully established or
controlled by such domestic company, enterprise or natural person. The Foreign Investors
M&A Rules also provide that the overseas listing of a special purpose company controlled
directly or indirectly by PRC companies or individuals on an overseas stock market must
be approved by the China Securities Regulatory Committee.

As advised by the PRC Legal Advisor, since (i) our ultimate shareholder is a Hong
Kong permanent resident, (ii) Evergreen Guangdong has been a foreign investment
enterprise since the time of establishment, and (iii) the acquisitions of Guangzhou
Changyue and Guangzhou Changzhuxing by Evergreen Guangdong are categorized as
investments by foreign investment enterprise within the PRC, the Listing is not subject to
the Foreign Investors M&A Rules and does not require the approval of the China
Securities Regulatory Committee.

The Reorganization

We underwent the Reorganization to rationalize our structure in preparation for the
Listing. As a result, the Company became our holding company. The major steps of the
Reorganization are set out below:

(@) On 14 December 2006, Guangzhou Dilai transferred to Evergreen
International 30% of the equity interest in Evergreen Guangdong, at a cash
consideration of HK$4,000,000 which was settled on 16 April 2007.

(b) On 18 August 2007, Mr. Chen Yunan and Mr. Chen Minwen transferred to
Evergreen Guangdong their respective 60% and 40% equity interests in
Guangzhou Changyue at an aggregate cash consideration of RMB1,380,000,
which was settled on 3 July 2008 and 29 April 2009.

(c) On 18 August 2007, Mr. Chen Jiachang and Ms. Jiang Shunzhu transferred to
Evergreen Guangdong their respective 72% and 28% equity interests in
Guangzhou Changzhuxing at an aggregate cash consideration of
RMB4,800,000, which was settled on 20 June 2008.

(d) On 1 January 2008, (i) 255 shares of VEDS were transferred from Mr. Chen
Yunan to Mr. Chan for cash at par value of the shares; and (ii) five shares of
VEDS were transferred from Ms. Ng Yin Shan, the wife of Mr. Chan, to Mr.
Chan for cash at par value of the shares.

(e) On 16 April 2008, Sunsonic was incorporated under the laws of the BVI with
an authorized share capital of US$50,000 divided into 50,000 shares of US$1.00
each.

(f)  On 26 June 2008, the Company was incorporated under the laws of the
Cayman Islands with an authorized share capital of US$50,000 of US$1.00
each, and one share of US$1.00 in its share capital was issued and allotted to
the initial subscriber on the same day. On 18 July 2008, one share of the
Company of US$1.00 was transferred from the initial subscriber to Pacific
Success for cash at par value of the share.
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(8)

(h)

()

(k)

M

(m)

(n)

(0)

On 18 July 2008, one share of Sunsonic was allotted and issued to the
Company.

On 18 July 2008, one share of Richwood, representing its then entire issued
share capital, was transferred from Mr. Chan to Sunsonic for cash at par value
of the share.

On 8 August 2008, 500 shares of VEDS of 16 euros each, representing its then
entire issued share capital, were transferred from Mr. Chan to Richwood for
cash at par value of the shares.

On 29 August 2008, (i) 10,000 shares of Evergreen Asia, representing its then
entire issued share capital, were sold by Mr. Chan to Sunsonic for cash at par
value of the shares; (ii) two shares of Master (HK), representing its then entire
issued share capital, were transferred from Mr. Chan to Sunsonic for cash at
par value of the shares; and (iii) one share of Evergreen International was
transferred from Mr. Chan to Sunsonic for cash at par value of the shares.

On 16 September 2008, 999,999 shares of Evergreen International were
transferred by Mr. Chan to Sunsonic for cash at par value of the shares.
Following the aforesaid transfer, Sunsonic owned the then entire issued share

capital of Evergreen International.

On 11 February 2010, the authorized share capital of the Company was
increased from US$50,000 to the aggregate of US$50,000 and HK$1,000,000 by
the creation of an additional 1,000,000,000 Shares.

On 11 February 2010, 600,000,000 Shares were issued and allotted to Pacific
Success at par value of the Shares.

On 11 February 2010, the one share of US$1.00 of the Company held by Pacific
Success was repurchased by the Company at par value of the share.

On 11 February 2010, the authorized but unissued share capital of the
Company was reduced by the cancellation of 50,000 shares of US$1.00 each.
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Group Structure

The following chart sets out the Group’s structure immediately before the

commencement of the Reorganization:

Mr. Chan Chen Yunan Ng Yin Shan®
48% 51% 1%
100% 100% 100% 100% ‘ 100% 100%
Richwood E Master (HK)
(BVI) New Trend ! Evergreen Asia L tvergz,ee“ ! (Hong Kong) VEDS
(holding (Hong Kong) (Hong Kong) (llji emaKlona) (retail selling of (France)
trademarks (investment (import (m?/régtm[(’;n(? “V.E. DELURE” and (holding
and investment holding) and export) holding) “TESTANTIN” brands trademarks)
holding) 8 in Hong Kong)

70%
Guangzhou Dilai
(PRC)

30%

Evergreen Guangdong

(manufacturing
business)
Chen Yunan Chen Minwen Chen Jiachang * Jiang Shunzhu *
60% 40% 72% 28%
Guangzhou Changyue Guangzhou Changzhuxing
(PRC) (PRC)
(retail selling and (retail selling and
wholesale of wholesale of “TESTANTIN"
“V.E. DELURE” brand and “CARTIER” brands
in the PRC) in the PRC)
Notes:
1. Not a member of the Group for the Global Offering. It conducted no business activity following
the transfer of all trademarks to Richwood and is therefore not included in the Group.
2. Not a member of the Group for the Global Offering and has been deregistered since 14 July 2010.
3. Mr. Chan’s wife.
4. Mr. Chan’s parents.
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The following chart sets out the Group’s structure after the Reorganization and the
investment by New Horizon and immediately before the Global Offering:

New Horizon
Mr. Chan (Cayman Islands)
' (investment)
100% 100%
Pacific Success Admiralfly
(BVI) (BVI)
(investment holding) (investment holding)
95.837% 4.163%
The Company
(Cayman Islands)
(investment holding)
| 100%
Sunsonic
(BVI)
(investment holding)

| 100% | 100% | 100% | 100%
Richwood Master (HK) Evergreen International
(BVI) Evergreen Asia (Hong Kong) &
. - . (Hong Kong)
(holding (Hong Kong) (retail selling of (investment holding and
trademarks and (import “V.E. DELURE” and trading of J
investment and export) “TESTANTIN” brands Arment %o ducts)
holding) in Hong Kong”) 5 P
100% 100%
VEDS Evergreen Guangdong
(France) (PRC)
(holding (manufacturing
trademarks) business)
100% 100%
Guangzhou Changyue Guangzhou Changzhuxing
(PRO) (distibution of
(distribution of " istri utlor},o
“V.E. DELURE” brand “TESTANTIN" and
in the PRC) CARTIER” brands
in the PRC)
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The following chart sets out the Group’s structure immediately following the Global

Offering and the Conversion assuming the Over-allotment Option is not exercised:

New Horizon
Mr. Chan (Cayman Islands)
’ (investment)
| 100% 100%
Pacific Success Admiralfly Public
(BVI) (BVI) Shareholders
(investment holding) (investment holding)
Note
60.74% 1426% 25%
The Company
(Cayman Islands)
(investment holding)
| 100%
Sunsonic
(BVI)
(investment holding)
[ 100% | 100% | 100% | 100%
Richwood Master (HK) Evergreen International
(BVI) Evergreen Asia (Hong Kong) (Hong Kong)
(holding (Hong Kong) (retail selling of (investment holding and
trademarks and (import “V.E. DELURE” and trading of
investment and export) “TESTANTIN” brands garment products)
holding) in Hong Kong) 100%
100%
Evergreen Guangdong
VEDS (PRC)
(France) (manufacturing
(holding business)
trademarks)
100% 100%
Guangzhou Changyue Guangzhoa) glc'lingzhuxing
R D
( distiiiufi)on of ) (dlstrlbutlorll/ of
“V.E. DELURE” brand “'IESTANTlI’N and
in the PRC) CARTIER” brands
in the PRC)
Note:  On the assumption that, in addition to the 4.163% of Shares acquired from Pacific Success on 25

May 2010, all the Redeemable Convertible Bonds in the aggregate principal amount of
US$25,000,000 owned by Admiralfly will be automatically converted into Shares on the Listing
Date. The proceeds from the Share Acquisition of US$5,000,000 were received by Pacific Success
on 25 May 2010, while the proceeds of the Redeemable Convertible Bonds of US$25,000,000 were
received by the Company on 24 May 2010. Admiralfly undertook that it would not, and would
procure that its ultimate beneficial owner(s) would not, for a period commencing from the Listing
Date and ending on the date which is six months from the Listing Date, directly or indirectly,
offer, lend, sell, contract to sell, pledge, grant any option to purchase or otherwise transfer or
dispose of any Shares acquired pursuant to the Shares Acquisition and the Converted Shares
(both terms as defined in the section headed “Financial Investor”) under the Subscription and SP
Agreement. Upon the Listing, Admiralfly and New Horizon will become connected persons of the
Company within the meaning of the Listing Rules. If there is any transaction between Admiralfly
and/or New Horizon and any members of the Group after the Listing and which would constitute
a connected transaction of the Company, the Company will comply with the applicable
requirements under the Listing Rules.
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OVERVIEW

We are one of the leading menswear enterprises and brands operators in the PRC
owning and managing two brands, V.E. DELURE and TESTANTIN, covering the
middle-upper to high-end segments of the menswear market. According to the Frost &
Sullivan Report, our V.E. DELURE brand was ranked among the top three brands in terms
of retail revenue for each of the two years ended 31 December 2008 and 2009 and the six
months ended 30 June 2010 within the high-end business formal and casual menswear
market in the PRC with a corresponding market share of 3.8% in 2008 and 2009 and 4.2%
for the six months ended 30 June 2010, respectively. We launched our V.E. DELURE brand
in 2000, targeting the high-end business formal and casual menswear market. We
launched our TESTANTIN brand in 2005, targeting the middle-upper fashion casual
menswear market. Our V.E. DELURE brand, inspired by French craftsmanship and
elegance, offers business formal and casual menswear and accessories targeting affluent
and successful men between the ages of 35 to 50 and has a brand theme of “Love.” Our
TESTANTIN brand offers contemporary and chic casual menswear and accessories
targeting younger and more fashion conscious men between the ages of 25 to 40 and has a
brand theme of “artistic expression and simplicity.” According to the Frost & Sullivan
Report, the middle-upper fashion casual and high-end business formal and casual
menswear market in the aggregate constituted around 7.3% of the entire menswear market
in China in the year ended 31 December 2009.

We have established a nationwide retail network in the PRC. According to the Frost
& Sullivan Report, our V.E. DELURE brand ranked second in terms of the number of retail
stores, among the top ten high-end business formal and casual menswear brands ranked
by retail revenue in the PRC as at each of 31 December 2008 and 2009 and 30 June 2010. As
at 31 December 2007, 2008 and 2009 and 30 June 2010, we had 167, 242, 259 and 268 Retail
Stores, respectively, of which 120 sold products under the V.E. DELURE brand and 47 sold
products under the TESTANTIN brand in 2007, 184 sold products under the V.E. DELURE
brand and 58 sold products under the TESTANTIN brand in 2008, 197 sold products under
the V.E. DELURE brand and 62 sold products under the TESTANTIN brand in 2009, and
202 sold products under the V.E. DELURE brand and 66 sold products under the
TESTANTIN brand in the six months ended 30 June 2010. As at 31 December 2007, 2008
and 2009 and 30 June 2010, we had 60, 101, 90 and 88 distributors, respectively (out of
which 3, 11, 9 and 9 operated both V.E. DELURE and TESTANTIN Stores, respectively),
and 6, 6, 7 and 7 sub-distributors, respectively. The growth in the number of our Retail
Stores slowed down in 2009 primarily due to our decision to consolidate our position in
2009 rather than pursue a more active expansion path in light of the global economic
crisis. In particular, for our V.E. DELURE brand, we focused on increasing self-operated
Retail Stores in 2009 as opposed to distributor-operated Stores.

During the Track Record Period, we primarily utilized two distribution channels to
manage our self-owned brands: (i) our self-operated Retail Stores; and (ii) Retail Stores
operated by distributors and sub-distributors. For self-operated Retail Stores, we source
products and sell to end customers. For Retail Stores operated by distributors, we enter
into distributorship agreements with distributors, pursuant to which they purchase
products from us and then sell to end customers in general. In addition, commencing in
2009, we started to make sales to corporate purchasers that purchased large volume of
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made-to-order products from us. Sales made through this channel continued in the six
months ended 30 June 2010. For further information on our distribution channels, please
refer to the section headed “Business — Sales and Distribution” in this prospectus.

Regardless of the distribution channel, it is our strategy to locate our Retail Stores in
prestigious shopping areas, which are usually located in close proximity to other
competing menswear brands. Currently, a significant portion of Retail Stores are located
in department stores and shopping malls. Generally speaking, we believe these
department stores and shopping malls act as a vetting mechanism and only allow brands
that they consider to be well-regarded. Therefore, we believe that the fact that a significant
portion of our Retail Stores are located in these shopping areas is a positive reflection of
the reputation of our brands and the quality of our products. We strive to have our Retail
Stores for each brand designed and decorated to present a consistent and distinctive brand
image from the design and color of the Stores to the merchandise display.

As at 30 June 2010, out of our total of 202 V.E. DELURE Stores, 71 were operated by
us and 131 were operated by our distributors. Out of the 66 TESTANTIN Stores, 13 were
operated by us, 53 were operated by distributors (eight of which were operated by one
distributor through its sub-distributors). As at 30 June 2010, over 80% of the Retail Stores
directly operated by us are located in tier one and tier two cities in the PRC, such as
Beijing, Shanghai, Tianjin, Changchun, Xi’an, Nanjing, Shenzhen and Guangzhou, and in
Hong Kong. In 2008 and 2009 and the six months ended 30 June 2010, sales generated by
our self-operated Stores for our V.E. DELURE and TESTANTIN products accounted for
approximately 34.8%, 38.8% and 41.0% of our total sales, respectively. Most of our
self-operated Stores are operated under the following type of arrangement. We enter into
cooperation agreements or lease agreements with department stores or shopping malls
which govern the operations of our self-operated Stores, in particular, the collection of
sales proceeds. Generally, the department stores and shopping malls charge a fixed fee or
a percentage of the sales turnover of our Stores as commission subject to an agreed
monthly or annual minimum commission amount determined based on an agreed
minimum sales revenue target of the relevant Store. For further details on the major terms
of these cooperation agreements or lease agreements, please refer to the section headed
“Business — Sales and Distribution — I. Self-operated Stores” in this prospectus. On the
other hand, our distributorship agreements set out terms with respect to geographic
exclusivity, duration, product exclusivity, pricing and discount, use of our brand names
and store design, among other terms. For further details on the major terms of our
distributorship agreements, please refer to the section headed “Business — Sales and
Distribution — II. Distribution by distributors/sub-distributors — Major terms of the
distributorship agreements” in this prospectus.

To enhance our distribution management ability, as at the Latest Practicable Date, at
our request, our relevant distributor has terminated all of its sub-distributorship
agreements for our products with its sub-distributors. Instead, those sub-distributors
have entered into direct distributorship agreements with us. The Directors have
confirmed that we will no longer allow our distributors to appoint sub-distributors going
forward.
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The following table sets out a breakdown of our revenue by brand and sales channel
(for self-owned brands) for each of the three years ended 31 December 2007, 2008 and 2009
and the six months ended 30 June 2009 and 2010:

Revenue
I Bybrand
1. Self-owned brands

IL

V.E. DELURE
Self-operated Stores
Distributors
Corporate sales

Sub-total
TESTANTIN (Note 1)

Self-operated Stores
Distributors

Sub-total

Self-owned brands total

Licensed brands (Note 2)

CARTIER
Harmont & Blaine

Licensed brands total

Total

By sales channel
(for self-owned
brands) (Note 3)

Self-operated Stores

Distributors
Corporate sales

Sub-total

Year ended 31 December
2007 2008 2009
% of % of
(RMB  total  (RMB  total  (RMB

% of
total

Six months ended 30 June

2009

(RMB

% of
total

2010

(RMB

% of
total

million) revenue million) revenue million) revenue million) revenue million) revenue

392 202 845 249 1374 336 481 352 908 364
1081 558 1549 455 1576 385 529 387 1133 455
- - - - 6.0 1.5 14 1.0 21 0.8
1473 760 2394 704 3010 736 1024 749 2062 827
206 106 338 99 211 52 7.6 56 114 46
26 12 412 121 645 157 140 102 192 7.7
422 218 70 220 86 209 216 158 306 123
1895 978 3144 924 386 945 1240 907 2368 950
- - 8.8 26 155 38 71 52 101 41
44 22 172 50 6.9 17 5.6 41 23 0.9
44 22260 76 224 55 127 93 124 50
1939 1000 3404 1000  409.0 1000 1367 1000 2492  100.0
598 308 1183 348 1585 388 557 408 1022 410
1297 670 191 576 2221 542 669 489 1325 532
- - - - 6.0 15 14 1.0 21 0.8
1895 978 3144 924 386 945 1240 907 2368 950

- 106 -



BUSINESS

Notes:

The sales of TESTANTIN products through TESTANTIN self-operated Stores decreased in the
year ended 31 December 2009 primarily because we launched a series of promotional events at
our TESTANTIN self-operated Stores in Hong Kong offering 10% to 60% discounts to customers in
2009 in response to the highly competitive retail market in Hong Kong and the generally difficult
economic environment in Hong Kong as a result of the global economic crisis and the closing of
two TESTANTIN stores in Hong Kong in late 2008. Our sales to TESTANTIN distributors
increased in the year ended 31 December 2009 mainly because (i) the full year effect of our sales to
certain other distributors in 2009 appointed in 2008 that did not operate through Retail Stores; (ii)
the full-year effect in 2009 arising from the 15 newly opened TESTANTIN Stores operated by the
distributors located in the PRC in 2008; and (iii) the number of TESTANTIN Stores operated by the
distributors located in the PRC increased from 47 as at 31 December 2008 to 51 as at 31 December
2009. The four newly-opened TESTANTIN stores in 2009 were opened in the second half of 2009
when the economic conditions after the financial crisis began to improve.

From August 2004 to August 2009, we acted as the sole distributor for an Italian menswear brand,
Harmont & Blaine, in the PRC. The distributorship agreement for the Harmont & Blaine brand
expired in August 2009. According to the distributorship agreement, we had nine months to sell
the remaining stocks after the agreement was terminated. Beginning in early 2008, we started to
act as an authorized dealer of CARTIER accessories which are sold in two CARTIER Stores, one in
Fuzhou and the other in Nanning, both of which are operated by us. In September 2010, we
opened our third CARTIER Store in Xiamen.

Our customers consisted of end customers and distributor customers. Our end customers include
retail customers that purchased products directly from us through our self-operated Stores and
corporate customers that purchased large volume made-to-order products directly from us
through our corporate sales. Our distributor customers purchased products from us and then sell
to the end customers in general.

The following table sets out the gross profit and gross profit margin for our

self-owned

brands and licensed brands for each of the three years ended 31 December

2007, 2008 and 2009 and the six months ended 30 June 2009 and 2010:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
RMB RMB RMB RMB RMB
million — GP% million  GP% million ~ GP% million GP% million  GP%
V.E. DELURE
- self-operated Stores 83 72 621 735 1018 741 349 726 727 801
- distributors 516 477 816 527 853 541 80 435 088 608
- corporate sales - - - - 38 035 08 557 17 823
Subtotal 799 543 1437 601 1909 634 587 573 1432 695
TESTANTIN
- self-operated Stores 146 709 14 712 138 650 48 633 88 76,6
- distributors/
sub-distributors 98 450 25 546 344 533 0.6 472 107 556
Subtotal U4 577 469 625 482 52 14 58 195 635
CARTIER - - 34 389 58 374 23 320 32 3l
Harmont & Blaine 14 35 93 541 30 441 20 354 10 45
Total 1057 545 2033 597 21479 606 744 544 1669 670
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For details of an analysis of revenue and gross profit margin by brands, sales
channels and geographical region, please refer to the section headed “Financial
Information” in this prospectus.

Our primary focus is on managing our brands and distribution network through our
branding, research, design and distribution capabilities. We enjoy the benefits of an
asset-light business model as we outsource the production of most of our apparel and
accessory products to Independent Third Party outsourced manufacturers. Our
production facilities in Huadu District, Guangzhou in Guangdong Province primarily
engage in sampling, packaging and post-finished processing of the apparel produced by
our outsourced manufacturers and manufacturing a small portion of our own apparel. We
have a stringent quality control system to ensure high product quality.

The apparel products that bear the V.E. DELURE and TESTANTIN labels are
principally designed by our in-house design team located in Guangzhou. Designs are
always developed consistently with our designated brand strategy and theme as set out in
the “Branding Strategy” section below.

Our design team keeps abreast of the latest trends and developments in new designs
and types of fabric, primarily through attending fashion shows and trade exhibitions in
the PRC, Italy and France, and through other means such as studying domestic and
international fashion magazines. Our design team also works closely with our sales and
marketing team to understand the latest market needs and tastes.

Our key revenue and earnings drivers during the Track Record Period included:
economic growth in the PRC, urbanization in the PRC, pricing of our products and cost
control measures, size of our retail network, our ability to differentiate us from our
competitors, our ability to continuously maintain and enhance brand recognition and
awareness, business performance of shopping malls, department stores and distributors
and our working relationship with them, cost of raw materials, seasonality and weather,
purchase costs of outsourced products and external production arrangements and
taxation. Our Directors have confirmed that given that the Group is principally focusing
on its business in the PRC market, save and except for the general market environment
which affects consumers’ confidence, the recent economic conditions in Hong Kong and
abroad have not had a material adverse effect on our assets, business or financial position.

Beginning in early 2008, we started to act as an authorized dealer of CARTIER
accessories in designated CARTIER Stores in the PRC. Each CARTIER agreement entered
into with Richemont governs one of our Stores selling CARTIER accessories. The
agreements do not give us exclusive licensing or distribution rights within any
geographical area and we are not required to pay any royalty or minimum guaranteed fee.
We purchase the accessory products directly from Richemont at the prices determined by
a price list that is in force at the time of delivery and we sell the products at the
recommended retail prices determined by Richemont. Certain CARTIER accessories are
covered under the CARTIER international warranty. The CARTIER Stores that we operate
follow the shop design directives issued by Richemont. Among other terms, we are also
required to devote sufficient display area to CARTIER accessories, ensure that sales of
CARTIER accessories are to end-customers and submit to regular monitoring by
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Richemont. The distribution agreements can be terminated by Richemont if we fail to meet
our obligations under the agreements. For further details of the material terms of these
distributorship agreements, please refer to the section headed, “Business — Branding
Strategy — II. Licensed Brands — CARTIER” in this prospectus.

In May 2010, we entered into several agreements with Admiralfly, a special purpose
vehicle set up and wholly-owned by New Horizon for the purpose of investing in the
Company, New Horizon is a limited liability partnership established and registered in the
Cayman Islands, focusing on equity investment in China. For further details, please refer
to the section headed “Financial Investor” in this prospectus.

COMPETITIVE STRENGTHS

We believe that our success to date is attributable to the following principal

competitive strengths:

A leading PRC menswear brand operator with two proprietary brands targeting
different customer bases in the middle-upper to high-end market segments

Our dual brands cater to consumers with different needs, tastes and consumption
patterns and cover two fast growing segments in the PRC menswear market, the high-end
business formal and casual menswear market through our V.E. DELURE brand, and the
middle-upper fashion casual menswear market through our TESTANTIN brand.

We have operated V.E. DELURE, a leading brand in the high-end menswear market,
for about 10 years. According to the Frost & Sullivan Report, our brand V.E. DELURE
generated a retail revenue of RMB502.3 million for the year ended 31 December 2009,
representing a 3.8% share of the high-end business formal and casual menswear market in
the PRC in 2009, ranking us third behind competitors that had market shares of 5.3% and
4.6%. For the six months ended 30 June 2010, our V.E. DELURE brand generated retail
revenue of RMB312.0 million, increasing our market share to 4.2% in the segment. Our V.E.
DELURE brand offers business formal and casual menswear and accessories targeting
affluent and successful men between the ages of 35 to 50 with a brand theme of “Love.”

Building on our success with V.E. DELURE, we created TESTANTIN, targeting a
younger and more fashion conscious age group of the middle-upper menswear market
segment, in 2005. TESTANTIN offers contemporary and chic casual menswear and
accessories targeting men between the ages of 25 to 40 with a brand theme of “artistic
expression and simplicity.” Although still at a relatively early stage of development, sales
of TESTANTIN products experienced a revenue growth of 14.1% in 2009 compared to
2008. In addition, revenue from sales of our TESTANTIN products increased from
approximately RMB21.6 million for the six months ended 30 June 2009 to approximately
RMB30.6 million for the six months ended 30 June 2010, representing an increase of 41.7%.
We believe our TESTANTIN brand has a large growth potential in the fast growing PRC
middle-upper fashion casual menswear market.
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We believe our dual-brand portfolio, our broad range of products, our experience in
operating PRC menswear brands and our sales and marketing plans position us well to
capitalize on the different growth characteristics of the market segments we target which
may experience different growth rates at different points of the economic cycle.

Effective branding and marketing strategy

We believe that an effective branding and marketing strategy is crucial to the
success in our target menswear market as it can differentiate us from our competitors and
create recognition of the values of our brands and products. We have a dedicated
marketing team that is responsible for the marketing and promotional activities of V.E.
DELURE and TESTANTIN.

We have marketed our V.E. DELURE products under the general theme of “Love”,
which we believe exemplifies our core values and design inspiration. During the Track
Record Period, we implemented various marketing strategies that integrated the theme of
“Love” such as (i) “Love of Success and Champions” and (ii) “Love and Compassion”.

For the “Love of Success and Champions” marketing strategy, we sponsored various
events related to affluent and successful persons in China. For example, we are the
sponsor of formal attire for the PRC national table tennis team since 2006. To further
enhance our brand awareness, we also entered into an arrangement with The Management
Center of Table Tennis and Badminton in February 2010 to sponsor the PRC national
badminton team for their formal attire for a term of five years from January 2010 to
December 2015. We sponsored the “Table Tennis and China” cultural exhibition in 2008.
We believe that the involvement of the PRC national table tennis and badminton teams in
our marketing campaigns is a highly effective method to increase our brand awareness,
given the popularity of such sports in the PRC and the leading results and rankings that
the table tennis and badminton players have achieved in the world. We believe that these
players are highly regarded among the PRC community and our sponsorship of their
teams is consistent with our theme of “Love of Success and Champions”. We also believe
our ability to secure such sponsorships differentiates us from our competitors and is
evidence of our brand and product recognition. Between 2006-2009 (except for 2008), we
sponsored the “Top 10 Most Influential Persons in China” (H B 9 4F 88 (4F i + KK 9 55
PE)BEAE J14E) organized by “Magazine” (% ##k55). We also sponsored the prize-giving
ceremony “HEIRF i SE A AHAE B4 7 in 2007 and the “Top 10 Economic Celebrity in
Guangdong” in 2008.

For the “Love and Compassion” marketing strategy, we make donations and
sponsor charity events from time to time to fulfill our corporate social responsibility. In
2008, we made donations to build a primary school named “Dream Island DELURE
Charity School” in Guilin, Guangxi Province and we also donated both cash and materials
to support students with economic difficulties in certain cities of Guangxi Province to
continue their studies. In addition, we organized and sponsored a series of fund raising
events, namely “# &% 0 KIEBAE”, jointly with the PRC national table tennis team and
selected shopping malls, in 2009. During the Track Record Period, donations were made to
more than 30 primary schools in Guangdong, Guangxi, Chongqing, Hebei, Suzhou,
Qingdao and Xiamen. We also made donations to help the needy, such as the victims in the
Sichuan earthquake and snowstorm in the PRC.
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We believe our sponsorship of the PRC national table tennis team events in
shopping malls and department stores has assisted us in securing prime locations in many
established and well known department stores.

In addition to the above marketing campaigns, we also participate in fashion shows
with heightened media coverage that can raise awareness of our brands among the
fashion industry. We also place prominent advertisements in middle-upper to high-end
menswear and fashion magazines in China to maintain high visibility in the market.

Furthermore, we have a VIP membership program in place to encourage customer
spending and develop customer loyalty. We believe customer loyalty is important in the
upmarket fashion industry. As an incentive, VIP members are generally entitled to a
discount up to 15% from the normal sales prices. Marketing information and fashion
catalogues are regularly communicated and/or mailed to VIP members to keep them
informed of the latest seasonal collections and VIP members are invited to our
promotional events. We also have a membership points program pursuant to which our
VIP members can earn membership points for every RMB of purchase at our V. E. DELURE
self-operated Stores and redeem such points for certain gifts. VIP members at some Stores
are also provided with personal services such as a dedicated VIP area for tea and beverage
consumption. Selected gifts are presented to VIP members on their birthdays.

A nation-wide retail network occupying prime locations and with ample room for
growth

We have established a large retail network in China’s menswear industry with 268
Retail Stores, including both self-operated and distributor-operated Stores for our V.E.
DELURE and TESTANTIN brands in Hong Kong and 144 cities in 28
provinces/municipals/autonomous regions of the PRC as at 30 June 2010. According to
Frost & Sullivan, our V.E. DELURE brand ranked second in terms of the number of retail
stores among the top ten high-end business formal and casual menswear brands by retail
revenue in the PRC as at each of 31 December 2008 and 2009 and 30 June 2010. We have
expanded our retail network substantially from 167 Retail Stores as at 31 December 2007
(39 of which were self-operated Stores) to 259 Retail Stores on 31 December 2009 (70 of
which were self-operated Stores), and further to 268 Retail Stores as at 30 June 2010 (84 of
which were self-operated Stores).

According to the Frost & Sullivan Report, the retail revenue of high-end business
formal and casual menswear in the PRC is expected to grow from RMB13.1 billion in 2009
to RMB25.0 billion in 2013, representing a CAGR of 17.5%. According to the Frost &
Sullivan Report, in the year ended 31 December 2009 and for the six months ended 30 June
2010, our brand V.E. DELURE had a market share of 3.8% and 4.2%, respectively, of the
high-end business formal and casual menswear market in the PRC based on retail
revenue. According to the Frost & Sullivan Report, no one brand owner or operator had a
dominant share of the high-end business formal and casual menswear market. The top
two ranked brands had market shares of 5.3% and 4.6% in the year ended 31 December
2009 and 5.9% and 5.2% for the six months ended 30 June 2010, respectively, according to
the same report by Frost & Sullivan. Therefore, notwithstanding having the second largest
number of retail stores in the market, according to the Frost & Sullivan Report, we believe
there is ample room for growth in the number of stores within our current geographic
coverage.
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The middle-upper fashion casual menswear market segment that our TESTANTIN
brand targets has a historical retail revenue CAGR for the period of 2006-2009 and an
expected CAGR for the period of 2009-2013E of 14.3% and 16.5%, respectively, which is
higher than the CAGRs of both the “High-end to Luxury” and “Middle to Low End”
fashion casual menswear market segments, based on the Frost & Sullivan Report.
According to the Frost & Sullivan Report, the retail revenue of this market segment is
projected to grow from RMBS8.7 billion in 2009 to RMB16.1 billion in 2013. In light of the
early development stage of our TESTANTIN brand and the industry dynamics of this
segment, we believe that there is ample room for growth for our TESTANTIN brand.

We believe that the high market recognition and brand differentiation created
through years of our brand building activities, in particular in relation to V.E. DELURE,
has accelerated the acceptance of our brand by, and created strong relationships with, our
distributors, shopping malls and department stores. Our relationships with our business
partners as mentioned above have been further strengthened by (a) consistent high
ranking in terms of revenue within shopping malls and department stores, in relation to
our V.E. DELURE brand, (b) our management’s historical dealings with many of our
distributors, department stores and shopping malls as a result of their experience in the
distribution of international brands such as two well-known French apparel/accessories
brands, and (c) our ability and initiative in sponsoring the national PRC table tennis team
events at shopping malls and department stores, which have been well received by such
participating shopping malls and department stores. We believe our strong relationship
with distributors, shopping malls and department stores is critical in forming our solid
foundation and giving us a competitive advantage to (i) capture strong industry growth
by rapidly expanding the network coverage of our brands, and (ii) secure prime locations
in many established and well known department stores and shopping malls in which we

strategically locate some of our Stores.

We believe we can leverage our strong and long history of relationships with our
distributors, department stores and shopping malls to promote the growth of our junior
brand, TESTANTIN, and other brands we may choose to acquire, to penetrate new
geographic areas or increase their existing presence at a more rapid pace than otherwise
would be possible by our competitors and to be strategically positioned at locations
compatible with our brand strategy.

A business model that strategically combines self-operated Retail Stores and
distributor networks

We strategically use a combination of self-operated Retail Stores as well as a third

party distributor model to varying degrees to cater to the different stages of development
and the different target markets for each of our brands.
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We have been gradually increasing the proportion of our self-operated Retail Stores
for our V.E. DELURE brand which is positioned in the high-end PRC menswear market
with significant brand equity established through years of brand building. Self-operated
Stores enable us to create direct contact with our targeted customers, thereby allowing us
to optimize our marketing efforts directly to our customers and to directly instill in our
customers the brand image and atmosphere that we create and express. We can also ensure
the consistent provision of high quality services to our customers and obtain first hand
feedback from them which provides us with useful information for our future product
designs.

It has been our strategy to establish our V.E. DELURE self-operated Retail Stores
mainly in tier one, tier two and tier three cities. We believe tier one and tier two cities are
perceived to be at the forefront of design and fashion which have the ability to influence
design and fashion in tier three and tier four cities. To more effectively roll-out our sales
and marketing campaigns on a national level, it is critical that our self-operated Stores are
located at prime locations in tier one and tier two cities to capture pedestrian traffic of the
affluent shoppers with high consumption abilities. In this regard, during the Track Record
Period, we were able to strategically secure retail locations for our V.E. DELURE
self-operated Stores in established and well known department stores and shopping malls
such as the Beijing Yansha Youyi Shopping City Limited, Tianjin Friendship Shopping
Center, Charter Shopping Center, Xi’an Centuryginwa, Harbin Songlei, Nanjing Golden
Eagle Department Store, Beijing Le Tian Intime Department Store Limited, Nanning
Dream Island Shopping Center, Guangzhou Department Store, Nanning Dream Island
Shopping Center Gucheng Branch, Nanning Dream Island Shopping Center Crystal City
Branch, Beijing Yansha Youyi Shopping City Jinyuan Branch, Guangzhou Tianhe City
Department Store, Guiyang Guomao Plaza and Wenzhou Times Square Shopping Center.
Generally speaking, we believe these department stores act as a vetting mechanism and
only allow brands that they consider to be well-regarded. Therefore, we believe the fact
that our V.E. DELURE self-operated Stores are located in these shopping areas is a positive
reflection of our reputation and the quality of our products.

For the Track Record Period, self-operated Stores for our V.E. DELURE brand grew
from 27 for the year ended 31 December 2007 to 71 to the six months ended 30 June 2010.
Further, our V.E. DELURE brand’s revenue from self-operated Retail Stores as a
percentage of our total revenue of our V.E. DELURE brand grew from 26.6% in the year
ended 31 December 2007 to 44.0% in the six months ended 30 June 2010, respectively.

The use of third party distributors allows us to expand our retail network rapidly
with lower capital expenditure requirements as compared to self-operated Stores. We
have been using this distribution channel for both of our brands with a stronger emphasis
on TESTANTIN given its early phase of development and therefore the need and desire to
reach out to a large customer base and to increase brand awareness in a relatively short
period of time. For the Track Record Period, our Retail Stores operated by our distributors
under our TESTANTIN brand grew from 35 for the year ended 31 December 2007 to 53 for
the six months ended 30 June 2010. For the same period, our Retail Stores operated by our
distributors under our V.E. DELURE brand grew from 93 to 131.
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We carefully exercise management and influence over our distributors’ retail
operations to avoid brand image erosion or “de-equitization.” We believe we have
stringent measures in place to manage our distributors and provide appropriate training
to our distributors and their employees. See the section headed “Sales and Distribution —
Distribution by distributors/sub-distributors” in this prospectus for further information.

High growth momentum and attractive margins

We achieved significant growth both in terms of revenues and operating profit
(profit before tax, finance costs and other expenses) over the past three years. Our revenue
for the three years ended 31 December 2007 (which included only seven months’ of
revenue of two of our subsidiaries), 2008 and 2009 and the six months ended 30 June 2010,
were RMB193.9 million, RMB340.4 million, RMB409.0 million and RMB249.2 million,
respectively, while operating profit (profits before interest, tax and other expenses) for the
three years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June
2010, were RMB50.5 million, RMB86.9 million, RMB140.0 million and RMB90.9 million,
respectively. For a more detailed explanation of revenue recorded in 2007 (which included
only seven months’ of revenue of two of our subsidiaries) compared to 2008 and our
financial information, please refer to the section headed “Financial Information” in this
prospectus.

Due to a number of factors, including but not limited to economies of scale, our
pricing strategy and cost control measures, our asset-light business model, our effective
and cost-efficient branding and our marketing strategy, we have been able to achieve
attractive operating profit margins over the years. Our gross margins amounted to about
54.5%, 59.7%, 60.6% and 67.0%, while operating profit margin amounted to about 26.0%,
25.5%, 34.2% and 36.5% for the years ended 31 December 2007, 2008 and 2009 and the six
months ended 30 June 2010, respectively.

High quality products and stringent quality control

We believe that high product quality is another key factor to success in high-end
menswear branding. For instance, for some of our V.E. DELURE menswear products, we
source fabric from certain reputable overseas suppliers such as Lanificio F.lli Cerruti dal
1881, Ermenegildo Zegna, Loro Piana and another well-known Italian menswear fabric
supplier. For the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, our purchase of fabric from these four suppliers represented 7.8%,
11.8%, 9.7% and 20.4%, respectively, of our total purchase of fabric. For the three years
ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010, the fabric
we sourced from overseas suppliers represented 34.2%, 32.5%, 19.2% and 39.9%,
respectively, of our total purchase of fabric. We have a stringent quality control policy,
which includes quality inspection of our products at different stages of production,
including the pre-stage, middle and post-stage. In particular, for each type of fabric we
receive, we send it to a quality inspection institute, National Textile and Garment Quality
Supervision Testing Center (Guangzhou) (% %%k i IR 28 i B & B B dm g O (M) ),
for components and safety testing and to ensure our products fulfill a high quality
requirement. National Textile and Garment Quality Supervision Testing Center
(Guangzhou) was established in October 2002 by Guangzhou Fibre Product Testing
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Institute (B 7 A& 2 S AR TIBE) (a quasi-governmentalorganization) and is recognized as
one of the top fibre product testing laboratories in China. On 18 November 2009, National
Textile and Garment Quality Supervision Testing Center (Guangzhou) obtained the
Metrology Accreditation Certificate (Certificate no.: 2009002181Z) and Authorization
Certificate (Certificate no.:(2009)E i 387 (240)) which were both issued by the
Certification and Accreditation Administration of the PRC ("' [ [ K58 i 58 vl B5 B M &
B ). The Certification and Accreditation Administration of the PRC is the authority
under the State Council that is responsible for the assessment and accreditation of the
testing capacity of laboratories and institutions in China. We also have a policy of
performing a final inspection of all of our finished products (including both products
manufactured by us and products purchased from outsourced manufacturers) before such
products are sold to distributors or delivered to self-operated Stores.

Management’s experience in managing middle-upper to high-end menswear brands

Our management has accumulated extensive experience in managing and
distributing high-end international brands in China. Before starting our business, the
Chan Brothers were engaged in the sales and distribution of two well-known French
apparel/accessories brands, in the PRC. We are also currently the authorized dealer for
CARTIER'’s accessories in Nanning, Guangxi Province and Fuzhou and Xiamen, both in
Fujian Province. Led by our executive Directors and management team, who have
accumulated years of extensive experience and knowledge in managing and distributing
high-end international brands in the local PRC markets, we believe that we will continue
to develop and enhance our capability in high-end brand management and distribution.
We can also leverage management’s long term relationships with department stores,
shopping malls and distributors to implement our strategy to expand our retail network.

STRATEGIES

Our aim is to become the leading brand operator in the middle-upper to high-end
menswear market segments in China.

Expanding our retail network and sales channels

According to the Frost & Sullivan Report, the retail revenue of the high-end business
formal and casual menswear market, which our V.E. DELURE brand targets, and the
middle-upper end fashion casual menswear market, which our TESTANTIN brand
targets, is projected to grow at a CAGR of 17.5% and 16.5%, respectively, from 2009 to
2013, reaching a projected revenue of RMB25.0 billion and RMB16.1 billion, respectively,
in 2013. Based on such projection, we believe there are significant opportunities for
growth of both the V.E DELURE and TESTANTIN brands, especially in tier two and tier
three cities. We intend to leverage our extensive expertise in the retailing of menswear
brands and our strong relationships with distributors, department stores and shopping
malls to continue to expand our retail network to capitalize on future growth
opportunities. Going forward, we also plan to encourage our distributors to operate both
V. E. DELURE and TESTANTIN Stores at the same time.
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Based on the current economic environment and our expected financial position, we
plan to add about 63 Retail Stores (comprising about 39 V.E. DELURE Retail Stores and 24
TESTANTIN Retail Stores) and 172 Retail Stores (comprising 86 V.E. DELURE Retail Stores
and 86 TESTANTIN Retail Stores) in 2010 and 2011, respectively, including Retail Stores
operated by us and our distributors. Our adherence to the above retail store expansion
plan will be subject to, among other things, economic conditions of the PRC and specific
regions in which we plan to locate our Stores, availability of appropriate locations
compatible to our branding and expansion strategy, selection of appropriate distributors,
finalization of the terms with our landlords and/or distributors and our business and
financial circumstances at the relevant point of time.

(i) V.E. DELURE

Due to our efforts in expanding the number of our V.E. DELURE Stores during the
Track Record Period, we have Stores mainly located in tier one, two and three cities or
strategic locations in the PRC, such as Beijing, Shanghai, Tianjin, Changchun, Xi’an,
Nanjing, Shenzhen and Guangzhou, and in Hong Kong. We intend to continue to increase
the number of V.E. DELURE Retail Stores in these cities and other strategic locations, to
capture pedestrian traffic of affluent shoppers with high consumption abilities. We plan to
increase the proportion of our self-operated Retail Stores as opposed to Stores operated by
our distributors as we expand our network in tier one and tier two cities. We intend to
establish flagship Stores in prime locations in Beijing, Shanghai and Guangzhou. We
believe the establishment of flagship Stores in Beijing, Shanghai and Guangzhou will
further enhance our images as a leading menswear retailer in the high-end market. We
will also expand our V.E. DELURE Retail Stores in tier three cities, principally through
distributors, if we find locations that (i) we expect to draw customers with spending
power who are consistent with our target clientele and (ii) are compatible and consistent
with the brand image.

(ii) TESTANTIN

The development of our TESTANTIN brand is in a relatively early stage with the
brand being launched in 2005. For the six months ended 30 June 2010, revenue derived
from the TESTANTIN brand was approximately 12.3% of our total revenue with 66 Retail
Stores as at 30 June 2010. During the Track Record Period, our TESTANTIN branded Stores
were generally located in tier two and tier three cities. We believe that there is ample room
for growth in China’s middle-upper menswear market. We intend to raise public
awareness of the brand by expanding the distribution network of the TESTANTIN brand
and by leveraging the relationship built from our experience managing our V.E. DELURE
brand. Currently, we have more Stores operated by distributors than self-operated Stores
for our TESTANTIN brand. As our TESTANTIN brand is in a relatively early stage of
development and we rely to a larger extent on our distributors to quickly establish a
network and penetrate into tier two and tier three cities, going forward, we will continue
to focus on expanding our store coverage through our distribution networks but at the
same time we expect to increase the number of our self-operated Stores to be located at
certain strategic prime locations. The proportion of self-operated Retail Stores to Retail
Stores operated by our distributors for our TESTANTIN brand is still expected to be
smaller than the same ratio for our V.E. DELURE brand in the future. In addition to the
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presence in tier two and tier three cities, we plan to penetrate and increase the presence of
our TESTANTIN brand in tier four cities. We expect that the TESTANTIN brand will be one
of the key drivers of our growth and that revenue from the TESTANTIN brand will
significantly increase in the future.

Increasing same store sales growth

We plan to increase our same store sales growth through implementing the
following strategies:

(i)  Expanding product and service offerings and design capabilities

We currently offer a variety of goods under the V.E. DELURE and TESTANTIN
brands, covering apparel such as suits, jackets, pants, overcoats, shirts, polo-shirts,
leather goods such as brief-cases, wallets and shoes, and accessories such as ties,
cuff-links and pens. We believe that there is significant room for growth in our
leather goods and accessory product categories and plan to expand the styles of, and
to allocate more store space for, these product categories.

We plan to enhance our design capabilities by adding more in-house design
staff and engaging international design consultants to help us expand our portfolio
of products.

We also provide tailor-made services in a few of the V.E. DELURE Stores. In
order to further enhance the image and prestige of certain Stores, we plan to
introduce tailor-made services to more V.E. DELURE Stores by the end of 2011.

(ii) Enhancing brand equity of our proprietary brands

Currently, Retail Stores operated by us and our distributors strive to have
consistent store design, color scheme, display and packaging in order to portray a
consistent brand image to customers. In order to further enhance our brand
awareness and attract customers, we plan (a) to introduce more innovative interior
design concepts, displays and visual effects to create a more distinctive and
high-end or middle-upper, as applicable, brand image, (b) to continue our
sponsorship of national sports teams, charities and notable events, such as
promotional activities with the PRC national table tennis team in shopping malls
and charitable banquets, (c) to expand our advertising plan to include different
forms of media, such as magazines, newspapers, outdoor media channels (such as
placing billboards along highways) and public areas with high traffic (such as
airports), (d) engage celebrity spokesperson and (e) to increase the number of
fashion shows in which we participate.
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We also plan to enhance our brand loyalty by focusing on and expanding our
VIP membership program. To do this we intend to introduce VIP corners in more
locations, to provide a more spacious and comfortable area with wine and snacks for
frequent customers with high consumption abilities, in order to capture the affluent
customers in China. We plan to use our flagship Store in the Nanning Dream Island
Shopping Center to launch new branding and marketing strategies. In addition, we
plan to further enhance the quality of our VIP services, including, but not limited to
supplying designated VIP-only products and souvenirs, establishing a unique VIP
code and serving beverages in the to-be-established VIP corners at Stores. We plan
to upgrade our ERP, so that customers’ spending can be automatically recorded,
spending patterns can be easily categorized and analyzed, and marketing and
cross-selling efforts and services can be designed to be more effective, focused and
personalized in order to reflect the privileged VIP status of our VIP customers. We
believe this will help us retain long-term customers and attract more high spending

customers with high consumption abilities.
Enriching our portfolio of brands

We currently operate two self-developed menswear brands, namely V.E. DELURE
and TESTANTIN, and act as an authorized dealer of CARTIER’s accessories in designated
CARTIER Stores in the PRC. We believe we have accumulated extensive expertise in the
retailing of branded apparels in the PRC and have established a valuable network with
distributors, department stores and shopping malls. We intend to increase the brands that
we can offer through these channels by utilizing our experience. We had a successful
experience in introducing TESTANTIN and we are confident we can be as successful in
introducing other brands.

We plan to further develop our portfolio of brands through strategic investments or
acquisitions in, or entering into licensing or distributorship arrangements with, Chinese
or overseas high-end brands, which our management believes have potential to succeed in
China. We expect to give priority to brands that complement our existing two proprietary
menswear brands. We believe that by leveraging our experience and network in China, a
strategic investment in brands, domestic or international, on a selective basis, would
allow us to expand our brand portfolio quickly, to create business and cost synergies
between the brands, and ultimately increase our revenues and net profit.
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Enhancing our ERP system and administrative support

As our business continues to grow, we plan to invest in enhancing our ERP and
management information system in order to achieve better inventory control with our
distributors. Currently, our POS system only allows our management to centrally monitor
sales activity and inventory levels at our self-operated Retail Stores on a timely basis from
our office headquarters. The system at each of our self-operated Stores is interconnected
while our distributors” systems are not interconnected with our central system. By
upgrading such system and by creating a direct interface between the individual systems
at each of the Stores operated by our distributors, we will be able to obtain timely
operating data of our distributor-operated Stores, thereby allowing central management
to further improve inventory and financial management capabilities. We expect this
upgrade will be completed within three years, at which point our POS system will be
directly linked to all the Stores operated by our distributors. Also, we plan to invest in
expanding our logistics, warehousing, administrative and accounting functions
appropriately to support our growth going forward.

Increasing our corporate sales

We have provided large-volume made-to-order services to certain entities for their
employees since 2009. Sales made through this channel amounted to RMB6.0 million for
the year ended 31 December 2009 and RMB2.1 million for the six months ended 30 June
2010. Under this model, we intend to target large corporate clients, banks and government
bodies that fit our branding theme and offer their executives and managers a personalized
service. Going forward, we intend to increase sales to these entities and we believe the
provision of such service will serve as a cost effective channel to rapidly increase our
brand awareness and equity among executives and managers of reputable corporations
and entities.
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BRANDING STRATEGY

We are principally engaged in the sale of high-end menswear and accessories under
our V.E. DELURE brand and middle-upper menswear and accessories under our
TESTANTIN brand in the PRC. We also operated Retail Stores in the PRC under licensed
brands CARTIER and Harmont & Blaine during the Track Record Period. The table below
sets out our brand portfolio:

I. Self-Owned Brands

Number of
Retail Stores as at
Name of brand Brand description 30 June 2010
V.E. DELURE History: Number of Retail Stores: 202

V.E. DELURE Established in 2000
(i) 71 Stores operated

Products range: by us directly
Primarily business formal and

casual menswear and accessories, (ii) 131 Stores operated by
including ready-to-wear, 63 distributors

made-to-order and accessories,
including suits, shirts, pants, jackets,
polo-shirts, overcoats, shoes, ties,
belts, wallets and other accessories

Brand theme:
Love

Target customers:
Affluent and successful men in the

35-50 age group
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Name of brand

TESTANTIN

Testantin

Brand description

History:
Established in 2005

Product range:

Primarily contemporary and chic
casual menswear and accessories,
including jeans, polo-shirts, jackets,
pants, sweaters, shoes, belts and
wallets and other accessories

Brand theme:
Artistic expression and simplicity

Target customers:
Young and fashion conscious men in

the 25 - 40 age group
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Number of
Retail Stores as at
30 June 2010

Number of Retail Stores: 66

(i) 13 Stores operated by us
directly

(ii) 53 Stores operated by 34
distributors (of which
eight Stores were
operated by one
distributor through
seven sub-distributors)
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Brand name “V.E. DELURE”

Our V.E. DELURE brand was inspired by French craftmanship and
elegance. V.E. DELURE stands for “You are smart” in French (where V.E is the
abbreviation for “Vous etes” in French, which means “you are” in English)
and symbolizes the image and achievement of our target customers, and that
of affluent and successful gentlemen. It also means to represent that such
individual, in addition to his successful career, who is able to express his love
and care for people. In order to convey this brand image in our products, we
have adopted the slogan “Classic because of love” (/4% - i LAH &) to
personify the “LOVE” message and the color of purple blue which represents

“Love” in our product design and marketing strategies.

Brand name “TESTANTIN”

The brand concept of our TESTANTIN brand represents artistic, casual
and fashionable ideals. The TESTANTIN name and logo were designed to
express artistic charm, and a contemporary and casual living style.

¥ | Bk

{
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II.

Despite the brand diversification, our V.E. DELURE and TESTANTIN
brands both share the common characteristic of high quality and are
positioned to target customers who prefer and appreciate products of good
quality and design. The Directors believe that the two labels target customers
in different age groups, and of different economic and social status.

The Directors also believe that the two labels complement each other
and allow us to capture a wide range of customer groups and achieve greater
market penetration in the middle-upper to high-end menswear market than
would be possible with either brand on its own.

Licensed Brands
CARTIER

Beginning in early 2008, we became an authorized dealer of CARTIER's
accessories in designated CARTIER Stores in the PRC. We, through
Guangzhou Changzhuxing, have entered into distributorship agreements
(“CARTIER Agreements”) with Richemont, whereby Richemont as an
authorized distributor of CARTIER’S accessories has granted us the right to
distribute CARTIER accessory products. The CARTIER Agreements are
renewable annually after expiry on 31 December of each year. In addition to
our three CARTIER stores, there are other authorized dealer(s) in the PRC
unrelated to us that are authorized to sell CARTIER accessory products.

The major terms of the CARTIER Agreements are as follows:—

a. We are granted the right to sell CARTIER accessory products
through our three CARTIER stores in Nanning, Guangxi Province,
and Fuzhou, Xiamen, Fujian Province. We purchase CARTIER
accessory products directly from Richemont and sell the products
through our self-operated CARTIER stores. The CARTIER stores
that we operate follow the shop design directives issued by
Richemont and the CARTIER accessory products are sold
pursuant to the price lists in force at the date of delivery of the
CARTIER accessory products by Richemont.

b. We agree only to sell CARTIER accessory products that are in a
perfect state of presentation and working order.

C. We agree to devote sufficient area to display CARTIER accessory
products and to use all the display cases and other retail outlet
advertising items supplied by Richemont for the sole purpose of
displaying the CARTIER accessory products exclusively within
the CARTIER stores.

d.  We do not possess any right of any nature whatsoever with
respect to the CARTIER trademarks, models, patents, copyrights,
distinctive signs or rights of any nature.
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CARTIER shall be entitled to issue and modify on a regular basis
recommended retail prices for its products.

Certain CARTIER accessory products delivered to us are
guaranteed pursuant to CARTIER'’s international warranty.

The CARTIER Agreements shall expire on 31 December of each
year and shall then be renewed for contractual periods of one year
each unless notice of termination has been sent by either party to
the CARTIER Agreement at least three (3) months prior to the
expiry of the CARTIER Agreements or any subsequent contractual
period.

There is no royalty fee nor guaranteed fee payable by us to
Richemont under the CARTIER Agreements.

The CARTIER Agreements may be terminated with immediate
effect by Richemont in any of the following circumstances:—

(i)  if we resell CARTIER accessory products with modification
to their appearance or original make up of any kind or
delete the CARTIER trademarks, numbered sequences or
other means of identification;

(ii) if we do not resell the CARTIER accessory products to final

customers;

(iii) if payment made by us does not fulfill the conditions of
payment in accordance with the “General Conditions of
Sale” provided by Richemont;

(iv) if we are unable to keep, at all times, and in appropriate
condition, sufficient and representative stock of CARTIER
accessory products or we are unable to acquire and offer for
sale, at such time as Richemont shall request, all and any
new references of the CARTIER accessory products which
Richemont may decide to launch on the market;

(v) if we display or sell products which constitute a counterfeit
or imitation of the CARTIER trademarks and/or CARTIER
accessory products and/or any other products bearing the
trademarks, as well as any other product likely to create
confusion with CARTIER accessory products and/or any
products bearing the CARTIER trademarks;
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(vi) if, for any reason whatsoever, Mr. Chen Minwen ceases to
assume the effective and uninterrupted management of the
CARTIER Stores;

(vii) in the event either party to the CARTIER Agreements
undergoes insolvency, bankruptcy, liquidation, creditor’s
arrangement or in the event of any circumstance of fact or
law likely to place either party’s assets under judicial
control; and

(viii) if either party to the CARTIER Agreements breaches any of
the provision of the CARTIER Agreements or the “General
Conditions of Sale” provided by Richemont and such
alleged breach is not cured within thirty (30) days from the
date of notice from the other party.

Harmont & Blaine

From August 2004 to August 2009, we were the exclusive distributor of
Harmont & Blaine, an Italian menswear fashion brand, in the PRC. We entered
into a distributorship agreement with the authorized distributor of Harmont
& Blaine, whereby we were granted the exclusive right to sell Harmont &
Blaine menswear products in the PRC. We operated the “Harmont & Blaine”
Stores in cities including Guangzhou, Shenzhen and Hangzhou. Our
distributorship agreement with Harmont & Blaine expired in August 2009 and
our cooperation with Harmont & Blaine was terminated. The Directors believe
that the revenue from sales of Harmont & Blaine menswear products
represented an insignificant contribution to our total revenue, in that it
amounted to about 2.2%, 5.0%, 1.7% and 0.9% of our total revenue for the three
years ended 31 December 2007, 2008 and 2009 and the six months ended 30
June 2010, respectively.

BUSINESS MODEL FOR THE SELF-OWNED BRANDS

The following diagram illustrates our business model for our self-owned brands:

Prot?luct Sa.les Fa.iir ) Y Raw Materials Ly Productiqn and | Sales and Distribution
Design with Distributors Sourcing Outsourcing
- Theme and - New themes and - Raw materials - Outsource - Through self-operated

product products introduction procurement the manufacturing Stores and distributors
design - Communicate with - Quality control of apparel and - Monitoring of distributors

distributors about of raw materials accessory products

current fashion trends - Production and

- Receive confirmed post-finished processing
orders from distributors in our own production plant
- Quality control of

semi-finished products
and end products
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DESIGN

The apparel products that bear the V.E. DELURE and TESTANTIN labels are
principally designed by our in-house design team located in Guangzhou. As at the Latest
Practicable Date, we had seven members and seven members in our design teams for V.E.
DELURE brand and TESTANTIN brand, respectively, and all lead designers had over four
years of relevant experience in fashion design. Designs are developed consistently with
the designated brand strategy and theme as set out in the “Self-Owned Brands” section
above.

Our design team keeps abreast of the latest trends and developments in new designs
and types of fabric, primarily through attending fashion shows and trade exhibitions in
the PRC, Italy and France, and through other means, such as studying local and
international fashion magazines. Our design team also works closely with our sales and
marketing team to understand the latest market needs and tastes. Our design team
generally undertakes the following functions:

(1) Design development process

At the initial stage of the design process, our in-house design team will
observe, understand and filter internal and external factors including our brand
strategy and market position, culture, environmental issues and fashion trends. Our
design team will visit the Retail Stores of our brands to talk with the Store managers
and review the sales data, in order to understand the sales performance of particular
products of our brands and competing brands and identify any design themes with
high customer recognition. After that, our design team will begin to consider the
filtered information and our designers will develop ideas that form the basis of the
creation of upcoming collections. After this stage, our designers will begin to work
on developing the new collections together with our sales and marketing team. Our
sales and marketing team provide input in order to ensure that the new collection
will better cater to the needs and preferences of our target customers.

(2) Sampling process

After the design development process where the prototypes of each design are
created, the accepted designs are sampled.

(3)  Selection process

Once the sampling process is completed, the design samples will be reviewed
by our sales and marketing team and our management team. Based on their
knowledge of the preferences of the target customers and sales trends in the fashion
market, they will select those design samples that they believe will be most
attractive to our target customers. Final samples approved by our management will
then be launched and marketed at sales fairs held by us.
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SEASONAL SALES FAIRS

We generally hold seasonal sales fairs, at which our new apparel samples are
showcased. Distributors can evaluate our samples, share knowledge and experiences and
place orders for our new products. During the sales fairs, our sales and marketing team
will introduce the theme of the new collections and provide distributors with ideas about
the current and future trends of the clothing industry. We generally organize sales fairs
twice a year, namely in March and August, which is about four to six months before the
new products for the fall/winter and spring/summer seasons is launched, respectively.
We believe that by holding such sales fairs, we can respond to the ever-changing trends
and demands of the menswear industry.

Purchase orders from our distributors are generally required to be confirmed during
sales fair. After our distributors submit their purchase orders during sales fair, we will
start analyzing and determining the production schedule and scale for each product in the
coming season.

RAW MATERIALS SOURCING

The principal raw materials used in our products are fabrics and leather materials.
Other product parts include buttons, zippers, cuff links, packing materials, brand labels,
hanging tags and other accessories. All our raw materials suppliers are Independent Third
Parties. During the Track Record Period, we sourced all the leather materials from the
PRC. We currently source fabric mainly from the PRC and also from some overseas
countries, including Japan, Korea and Italy. For the three years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2010, the fabric we sourced from overseas
suppliers represented 34.2%, 32.5%, 19.2% and 39.9%, respectively, of our total purchase of
fabric. We source top quality fabric from certain reputable overseas suppliers such as
Lanificio F.lli Cerruti dal 1881, Ermenegildo Zegna, Loro Piana and another well-known
Italian menswear fabric suppliers. For the three years ended 31 December 2007, 2008 and
2009 and the six months ended 30 June 2010, our purchase of fabric from these four
supplies represented 7.8%, 11.8%, 9.7% and 20.4%, respectively, of our total purchase of
fabric. We source product parts from local and regional suppliers.

We usually do not enter into long-term contracts with our suppliers, with each
contract governing only one specific transaction. Each supplier is subject to an annual
evaluation of product quality and timely delivery. For the three years ended 31 December
2007, 2008 and 2009 and the six months ended 30 June 2010, our top five raw material
suppliers collectively accounted for about 20.7%, 25.1%, 41.2% and 33.4% of our total
purchase of raw materials, respectively. Our top five raw materials suppliers supplied us
with fabrics and leather materials. The duration of our relationship with these suppliers
ranges from less than one year to six years. Our largest raw material supplier accounted
for about 5.7%, 7.7%, 16.3% and 14.5% of the total purchase of raw materials for the same
periods, respectively. Each of our five largest raw material suppliers are Independent
Third Parties and none of the Directors, or their respective associates, or any Shareholder
holding more than 5% of the issued Shares had any interest in any of these five largest raw
material suppliers during the Track Record Period.
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We employ strict criteria in inspecting raw materials before they are accepted for
use. Raw materials and product parts must meet our internal quality control standards
and, in particular, our principle raw material and fabric materials must also pass certain
national health and safety standards issued by the General Administration of Quality
Supervision and Inspection.

We have not encountered any material disruptions to our business as a result of a
shortage of raw materials. We have not experienced and do not envision that we will
experience any material difficulties in sourcing raw materials for our suppliers.
According to the Frost & Sullivan Report, the market price of leather materials is likely to
remain stable between 2010 and 2012 due to the improvements in animal husbandry in
China. Our fabrics are mainly made from cotton and wool. According to Frost & Sullivan
Report, the market price of cotton is expected to grow at 5% to 10% annually between 2010
and 2012, while that of wool is expected to increase by 10% to 15% annually between 2010
and 2012, mainly due to economic growth and a domestic supply shortage in the PRC. The
price of raw materials may experience fluctuations that are beyond our control.
Depending on the price fluctuations of raw materials, we may need to adjust the selling
price of our products. However, there is no assurance that we can pass increases in raw
materials costs onto our customers in a timely manner or at all, which could result in an
adverse impact on our profit margins For details of the risks associated with the price of
raw materials, please refer to “Risk Factors — Risks Relating to Our Business — Fluctuations
in the price, availability and quality of raw materials could cause production delays and
increase production costs” in this prospectus.

PRODUCTION AND OUTSOURCING
Production

We have a production plant located in Huadu District, Guangzhou in Guangdong
Province, with a gross floor area of about 4,000 sq.m., mainly serving the functions of
sampling, packaging and post-finished processing of the apparel produced by outsourced
manufacturers, such as molding, ironing, adding buttons and other components and
branding tags. The Directors confirmed that during the Track Record Period, there were
no incidents of violation of any safety requirements at our production plant.

We also manufacture a small portion of our apparel such as jackets, T-shirts, suits
and trousers, for both the V.E. DELURE and TESTANTIN brands, in our production plant.
For most of our apparel and accessory products, we outsource the entire production
process to Independent Third-Party outsourced manufacturers. We believe that this
combination of in-house and outsourced production enables us to control production
costs more effectively and to react more rapidly to consumer demand, which is favorable
to our business development and expansion. Quality is one of our top priorities, and our
quality control team monitors each stage of the procurement and production process. To
ensure that our products meet our quality standards, we also work closely and
communicate regularly with our outsourced manufacturers. Please also refer to the
paragraph headed “Quality Control” in this section. Our production team also works
closely with our sourcing team to ensure the timely and adequate supply of raw materials
for production of products.
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In addition, our production team works closely with our sales and marketing team
and our sourcing team in setting up a comprehensive outsourcing, production and budget
plan after each seasonal sales fair. This allows us to source adequate quantities of raw
materials from suppliers for in-house production, to prioritize our production schedule
and to outsource production to the appropriate third party manufacturers in order to

reduce production lead time and to improve our overall efficiency.
Outsourcing

For most of our apparel and accessory products, we outsource the entire production
process to Independent Third-Party manufacturers that are corporations engaged in
clothing and accessories production and assembly on an original equipment
manufacturing basis. Most of these outsourced manufacturers are located in the PRC.
During the Track Record Period, there were no labor strikes or disputes, with respect to
our outsourced manufacturers that had a material effect on us.

For the production of certain products such as suits, we are responsible for
purchasing raw materials and arranging delivery times with suppliers. We schedule the
entire production plan and sign contracts with Independent Third-Party manufacturers.
The raw materials are then processed according to our requirements and made into end
products. For the production of certain products such as T-shirts, we generally outsource
the whole process, that is, from the purchase of raw materials to manufacturing of the end
products, to Independent Third-Party manufacturers. The turn-around time from order to
delivery of the accessory products is generally about two months, and that of clothing
products generally ranges from about three to four months, depending on the type of
accessories and clothing products ordered. We will perform the packaging and
post-finished processing for all of the end products from outsourced manufacturers,
including molding, ironing, adding buttons and other components and branding tags, at
our own production facilities before the finished product is delivered.

We minimize the risk of being subject to claims and we ensure quality control of our
finished products manufactured by outsourced manufacturers by doing an appraisal
every fall/winter and spring/summer season. Our outsourced manufacturers will be
graded on a scale ranging from A to C. We will communicate with the grade B outsourced
manufacturers and request quality improvements. We will terminate our business
relationship with grade C outsourced manufacturers. During the production process, we
will send quality control teams to each outsourced manufacturer’s production facilities to
carry out regular inspections. Our policy is to fully inspect the completed finished
products upon receipt from the outsourced manufacturers.

Our agreements with our outsourced manufacturers also stipulate that outsourced
manufacturers cannot produce or otherwise duplicate our products, samples, logos or
trademarks without our consent. Should any of our outsourced manufacturers breach its

agreement, it will be liable to us for damages.
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Through these outsourcing arrangements, we are able to focus our resources on
product design and brand management, to leverage the expertise and resources of
outsourced manufacturers and to optimize our production schedule, especially during
peak production seasons. In order to maintain our flexibility, we do not sign any exclusive
outsourcing agreements with any of our outsourced manufacturers. We do not enter into
fixed term supply agreements with our outsourced manufacturers. We enter into
agreements with outsourced manufacturers on an individual transaction basis, which sets
out terms such as product details, agreed price, purchase quantity and delivery terms.
Our outsourced manufacturers generally request advanced deposits of up to 30% of the
contract price. For the remaining portion of the contract price, depending on the policy of
the outsourced manufacturers, we generally pay the outsourced manufacturers in full
either upon receipt of the products or within one to two months after receipt of the
products. We have the right to inspect the quality of the products. If any issue on product
quality arises, we may return the products to our outsourced manufacturers for exchange
or repair in accordance with the terms of the respective supply agreements with our
outsourced manufacturers. Our outsourced manufacturers generally bear the delivery
cost of the products. We have not encountered any material disruption to our business as
a result of failure to obtain outsourced products. We have not experienced and do not
envision that we will experience any material difficulties in obtaining the required
outsourced products.

The length of our relationships with our top five and top ten outsourced
manufacturers for the year ended 31 December 2009 ranged from less than one year to four
years. For the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, purchases from our top five outsourced manufacturers accounted for
about 33.9%, 32.0%, 41.9% and 39.5% of our total purchase of outsourced products,
respectively. Purchases from our largest outsourced manufacturer accounted for about
16.3%, 9.5%, 16.2% and 13.0% of our total purchase of outsourced products for the same
periods, respectively. The Directors confirm that all of our outsourced manufacturers are
Independent Third Parties and none of the Directors, or their respective associates, or any
Shareholder holding more than 5% of the issued Shares had any interests in any of these
five largest outsourced manufacturers throughout the Track Record Period.

QUALITY CONTROL

We believe that our commitment to quality control is one of the principal factors
contributing to our brand value and success. Accordingly, we have established a strict
quality control system and a high quality standard. As at the Latest Practicable Date, we
had a team of 14 staff members in our quality control department. Our outsourced
manufacturers typically fulfill orders from us and our quality control staff checks the
quality of goods at the various stages described below once orders are confirmed. Our
quality control staff are able to carry out checking for each order because we do not
purchase goods from all our suppliers at the same time. Each season, depending on the
type of clothing to be produced, we will only order from an appropriate number of
suppliers and conduct quality checks on such suppliers. During the Track Record Period,
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we did not experience any material recalls of our products by our customers for any

quality issues. Our quality control team carries out the following quality control checks:
o Quality control of suppliers

We inspect raw materials and components before they are accepted for
production use. Raw materials and ancillary component suppliers must pass our
internal quality control standards as well as the relevant national health, safety and
environmental standards. For each type of fabric we receive, we send it to the
National Textile and Garment Quality Supervising Testing Center (Guangzhou) for
components and safety testing.

. Quality control during the production process

We carry out inspections and examinations on semi-finished products during
the production process to ensure satisfactory product quality. We also send quality
control staff to our outsourced manufacturers’ production facilities to conduct
on-site quality control checks at least on a once-per-order basis. If any semi-finished
products are identified as defective, the production process is suspended
immediately until the quality problems are appropriately resolved to meet the
required standards.

o Quality control of finished products

We have a policy of performing a final inspection of all of our finished
products (including both products manufactured by us and products purchased
from outsourced manufacturers) before such products are sold to distributors or
delivered to self-operated Stores. We also require our outsourced manufacturers to
provide quality certification of products supplied to us from an Institute of Textile
Fiber Testing (¥ 4k AEM 52 # ) in Beijing, Shanghai or Guangzhou.
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SALES AND DISTRIBUTION

We have an extensive menswear retail network in the PRC and Hong Kong for our
own brands. The following table illustrates the number of Retail Stores of our brands in
the PRC and Hong Kong as at each of 31 December 2007, 2008 and 2009 and 30 June 2010,

respectively:

Province/ V.E. DELURE TESTANTIN Total

Municipal/ As at As at As at

Autonomous 31 December 30 June 31 December 30 June 31 December 30 June
Region Region 2007 2008 2009 2010 2007 2008 2009 2010 2007 2008 2009 2010

No.of No.of No.of No.of No.of No.of No.of No.of No.of No.of No.of No.of
Stores Stores Stores Stores Stores Stores Stores Stores Stores Stores Stores Stores

Central PRC Henan 1 5 5 6 - - - - 1 5 5 6
Hubei 3 5 5 6 1 1 3 - 4 6 8 6
Hunan 3 6 9 10 1 2 1 1 4 8 10 11
Jiangxi 4 5 5 6 - - - - 4 5 5 6
Eastern PRC Anhui 4 8 9 9 - - - - 4 8 9 9
Jiangsu 17 17 20 19 5 4 4 5 2 21 24 24
Shanghai 3 3 3 3 - - - 3 3 3 3
Zhejiang 10 11 10 8 8 9 8 10 18 20 18 18
North Eastern PRC ~ Heilongjiang 2 5 5 5 - 1 1 - 2 6 6 5
Jilin 3 6 3 3 - 1 - - 3 7 3 3
Liaoning 2 9 10 9 4 6 7 7 6 15 17 16
North Western PRC  Inner Mongolia 1 3 2 1 - - 1 1 1 3 3 2
Ningxia - - - - 1 1 1 1 1 1 1 1
Qinghai - 1 1 1 - - - - - 1 1 1
Shaanxi 3 5 5 6 2 4 5 5 5 9 10 1
Xinjiang 8 10 13 13 - - - - 8 10 13 13
Northern PRC Beijing 6 6 7 7 - - - - 6 6 7 7
Hebei 4 6 7 7 1 1 1 1 5 7 8 8
Shandong 14 18 18 20 - 2 2 4 14 20 20 24
Shanxi 4 3 4 4 - - - - 4 3 4 4
Tianjin 6 6 5 5 5 5 4 4 1 11 9 9
South Western PRC ~ Chongging 5 6 8 8 - - - - 5 6 8 8
Guizhou 2 2 3 3 - - - - 2 2 3 3
Sichuan 2 2 - 1 6 6 7 9 8 8 7 10
Yunnan 2 6 7 7 - - - - 2 6 7 7
Southern PRC Fujian 2 8 10 10 5 6 6 7 7 14 16 17
Guangdong 4 13 14 15 4 5 7 8 8 18 21 23
Guangxi 4 8 8 9 - 2 2 1 4 10 10 10
Hong Kong Hong Kong 1 1 1 4 2 2 2 5 3 3 3
Total 120 184 197 202 47 58 62 66 167 242 259 268
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The following map shows the approximate locations of our Retail Stores in the PRC
and Hong Kong as at 30 June 2010.
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During the Track Record Period, we primarily utilized two distribution channels: (i)
our self-operated Retail Stores; and (ii) Retail Stores operated by distributors and
sub-distributors. As at the Latest Practicable Date, we no longer have any
sub-distributors. Regardless of the distribution channel, it is our strategy to locate our
Retail Stores in more prestigious shopping areas, which are usually located in close
proximity to other competing menswear brands. Currently, a significant portion of our
Retail Stores are located in established department stores and shopping malls. We strive to
have our Retail Stores for each brand designed and decorated to present a consistent and
distinctive brand image, from the design and color of the Stores to the merchandise
display. In addition to our two primary distribution channels, we also sold a small portion
of our products through multi-brand or other distributors during the Track Record Period.
These multi-brand or other distributors were Independent Third Parties and private
enterprises and individuals in the PRC, and we offered them the same sales terms and
conditions as our other distributors. During the three years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2010, sales through these multi-brand or other
distributors accounted for 0.3%, 0.6%, 0.6% and 1.1%, respectively, of our revenue from
our sales of V.E. DELURE branded products and 0.8%, 9.2%, 13.1% and 4.4%, respectively,
of our revenue from our sales of TESTANTIN branded products. The Directors have
confirmed that we plan to gradually convert multi-brand and other distributors into V.E.
DELURE or TESTANTIN branded distributor Stores beginning in 2011.
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We aim to provide high quality customer service and product knowledge training

service to our distributors. We send our sales representative office managers to the Retail

Stores operated by our distributors to provide training to the Store personnel. From time

to time we invite the Store managers to attend in-house training courses. We conduct

training sessions at our headquarters approximately twice a year and approximately once

per quarter at our regional offices. In addition, operation manual multimedia training

materials are also provided to our distributors as a guideline on the operation of their

Retail Stores. This training is intended to provide information about our brand history,

operations, customer sales techniques and products. This practice is to ensure that the

quality of services provided at the Retail Stores operated by our distributors and our

self-operated Stores is consistent.

The following tables set forth the movement of the number of Stores of our V.E.
DELURE and TESTANTIN brands, respectively, during the Track Record Period:

V.E. DELURE

Newly opened
(other than those
Stores switched from
distributors Stores to
self-operated Stores)
Self-
operated Distributors

Year ended
31 December 2007 2 19
Year ended
31 December 2008 13 71
Year ended
31 December 2009 1 22
Six months ended
30 June 2010 6 7
TESTANTIN
Newly opened
(other than those
Stores switched from
distributors Stores to
self-operated Stores)
Self-
operated Distributors
Year ended
31 December 2007 3 7
Year ended
31 December 2008 1 15
Year ended
31 December 2009 1 10
Six months ended
30 June 2010 5 7

Switched from
distributors Stores
to self-operated Stores
Self-
operated Distributors

5 5)
3 ()
14 (14
7 )

Switched from
distributors Stores
to self-operated Stores

Self-
operated Distributors
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Closed
(other than those Stores
switched from
distributors Stores
to self-operated Stores)
Self-
operated Distributors

() (16)
() (15)
(1) Y
Closed

(other than those Stores
switched from
distributors Stores
to self-operated Stores)

Self-
operated Distributors

Total number of Stores at year/period end
Self-

operated Distributors Total
27 93 120
39 145 184
59 138 197
1 131 202

Total number of Stores at year/period end
Self-

operated Distributors Total
12 35 47
11 47 58
11 51 62
13 53 66
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The following table sets forth the movement of the total number of Stores for both
our proprietary brands during the Track Record Period:

V.E. DELURE AND TESTANTIN

Newly opened Closed
(other than those (other than those Stores
Stores switched from Switched from switched from
distributors Stores to distributors Stores distributors Stores
self-operated Stores) ~ to self-operated Stores  to self-operated Stores) | Total number of Stores at year/period end
Self- Self- Self- Self-
operated Distributors  operated Distributors  operated Distributors | operated Distributors Total
Year ended
31 December 2007 5 26 5 (5) - - 39 128 167
Year ended
31 December 2008 14 86 3 () (6) (19 50 192 242
Year ended
31 December 2009 12 k) 14 (14) (6) 1) 70 189 259
Six months ended
30 June 2010 11 14 7 (7) (4) (12) 84 184 268

The following table sets forth the movement of distributors of our V.E. DELURE and
TESTANTIN brands that are appointed and terminated during the Track Record Period:

V.E. DELURE TESTANTIN  \umber of
distributors
operating
Total Total both V.E. Total
number number DELURE  number of
at year/ at year/ and distributors
Newly period Newly period | TESTANTIN at year/
appointed Terminated end | appointed Terminated end Stores  period end
Year ended
31 December 2007 6 (1) 39 7 - 24 3 60
Year ended
31 December 2008 47 (8) 78 14 (4) 34 11 101
Year ended
31 December 2009 13 (25) 66 9 (10) 33 9 90
Six months ended
30 June 2010 4 ) 63 5 (4) 34 9 88
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The following tables set out the breakdown of our retail network by geographic
region, distribution channel and our self-owned brands as at each of 31 December 2007,
2008 and 2009 and 30 June 2010, respectively:

V.E. DELURE:

As at 31 December As at 30 June
2007 2008 2009 2010

Stores Stores Stores Stores

Self-  operated Self-  operated Self-  operated Self-  operated
operated by No.of  operated by No.of  operated by No.of  operated by No. of
Stores  distributors  distributors Stores  distributors  distributors Stores  distributors distributors Stores  distributors distributors

Region
Central PRC - 1 4 4 17 8 4 20 7 5 3 7
Eastern PRC 5 29 13 4 3 18 7 3% 14 7 i 1
North Eastern PRC 1 6 4 3 17 13 7 1 9 7 10 9
North Western PRC - 12 3 - 19 7 4 17 5 5 16 4
Northern PRC 1 n 9 12 7 14 1 29 16 12 31 7
South Western PRC - 1 4 - 16 [ 9 9 2 16 3 3
Southern PRC 8 2 2 15 14 1 15 7 13 18 16 1
PRC sub-total 2% 9 39 38 145 78 58 138 66 70 131 03
Hong Kong 1 - - 1 - - 1 - - 1 - -
Total 7 9 39 39 14 78 59 138 66 7 131 03
I B B B I S B N B D D E—
TESTANTIN:
As at 31 December As at 30 June
2007 2008 2009 2010
Stores No. of Stores No. of Stores No. of Stores No. of
Self- operated distributors Self- operated distributors Self-  operated distributors Self-  operated distributors
operated by and(Sub-  operated by and(Sub-  operated by and(Sub-  operated by  and (Sub-
Stores  distributors distributors) Stores  distributors distributors) Stores  distributors distributors) Stores  distributors distributors)
Region

Central PRC - 2 2-) - 3 3(-) - 4 2-) - 1 1(-)
Eastern PRC - 13 10(-) - 13 10(-) - 1 9(-) 2 13 9-)
North Eastern PRC - 4 2 - 8 6(-) - 8 5(-) - 7 4+
North Western PRC - 3 2 - 5 ) - 7 3(-) - 7 3
Northern PRC 5 1 1(-) 5 3 3(-) 4 3 3(-) 4 5 4
South Western PRC - 6 1(6) - § 1(6) - 7 17) 1 8 1(7)
Southern PRC 3 6 6(-) 4 9 9-) 5 10 10(-) 4 12 12(+)
PRC sub-total 8 3 24(6) 9 47 34(6) 9 51 3(7) 1 53 34(7)
Hong Kong 4 - - 2 - - 2 - - 2 - -
Total 1 3 24(6) 1 47 34(6) 1 51 3(7) 13 53 34(7)

For purposes of this prospectus:

Central PRC represents Henan, Hubei, Hunan, Jiangxi
Eastern PRC represents Anhui, [iangsu, Shanghai and Zhejiang
North Eastern PRC represents Heilongjiang, [ilin and Liaoning
North Western PRC represents Inner Mongolia, Ningxia, Qinghai, Shaanxi and Xinjiang
Northern PRC represents Beijing, Hebei, Shandong, Shanxi and Tianjin

South Western PRC represents Guizhou, Sichuan, Yunnan and Chongqing
Southern PRC represents Fujian, Guangdong and Guangxi
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The following table sets out a breakdown of our revenue in terms of brands and
sales channels for each of the three years ended 31 December 2007, 2008 and 2009 and the
six months ended 30 June 2009 and 2010:

Revenue Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB (RMB (RMB (RMB (RMB
million) % million) %  million) %  million) %  million) %
I Bybrands
1. Self-owned brands
V.E. DELURE
Self-operated Stores 392 202 84.5 249 1374 336 481 35.2 90.8 36.4
Distributors 108.1 5.8 1549 455 1576 385 529 387 1133 455
Corporate sales - - - - 6.0 15 14 1.0 21 0.8
Sub-total 147.3 76.0 2394 704 3010 73.6 1024 749 2062 82.7
TESTANTIN (Note 1)
Self-operated Stores 206 106 338 99 211 52 7.6 5.6 114 46
Distributors 21.6 n2 412 121 64.5 15.7 14.0 10.2 192 7.7
Sub-total 92 218 75.0 220 85.6 209 216 15.8 30.6 123
Self-owned brands
total 1895 978 3144 924 3866 945 1240 9.7 2368 95.0
2. Licensed brands
(Note 2)
CARTIER - - 8.8 2.6 155 3.8 71 5.2 10.1 41
Harmont & Blaine 44 22 172 5.0 6.9 17 5.6 41 23 0.9
Licensed brands
total 44 22260 76 224 55 12.7 9.3 124 5.0
Total 1939  100.0 3404  100.0  409.0 1000 1367 1000 2492  100.0
Il By sales channels
(for self-owned
brands) (Note 3)
Self-operated Stores 5.8 308 183 348 185 388 557 408 1022 410
Distributors 1297 670 19%.1 576 2221 54.2 66.9 489 1325 53.2
Corporate sales - - - - 6.0 15 14 1.0 21 0.8
Sub-total 1895 978 3144 924 3866 945 1240 9.7 2368 95.0
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Notes:

1. The sales of TESTANTIN products through TESTANTIN self-operated Stores decreased in the
year ended 31 December 2009 primarily because we launched a series of promotional events at
our TESTANTIN self-operated Stores in Hong Kong offering 10% to 60% discounts to customers in
2009 in response to the highly competitive retail market in Hong Kong and the generally difficult
economic environment in Hong Kong as a result of the global economic crisis and the closing of
two TESTANTIN Stores in Hong Kong in late 2008. Our sales to TESTANTIN distributors
increased in the year ended 31 December 2009 mainly because (i) the full year effect of our sales to
certain other distributors in 2009 appointed in 2008 that did not operate through Retail Stores; (ii)
the full-year effect in 2009 arising from the 15 newly opened TESTANTIN Stores operated by the
distributors located in the PRC in 2008; and (iii) the number of TESTANTIN Stores operated by the
distributors located in the PRC increased from 47 as at 31 December 2008 to 51 as at 31 December
2009. The four newly-opened TESTANTIN Stores in 2009 were opened in the second half of 2009
when the economic conditions after the financial crisis began to improve.

2. From August 2004 to August 2009, we acted as the sole distributor for an Italian menswear brand,
Harmont & Blaine, in the PRC. The distributorship agreement for the Harmont & Blaine brand
expired in August 2009. According to the distributorship agreement, we had nine months to sell
the remaining stocks after the agreement was terminated. Beginning in early 2008, we started to
act as an authorized dealer of CARTIER accessories sold in two CARTIER Stores, one in Fuzhou
and the other in Nanning, both of which are operated by us. In September 2010, we opened our
third CARTIER Store in Xiamen.

3. Our customers consisted of end customers and distributor customers. Our end customers include
retail customers that purchased products directly from us through our self-operated Stores and
corporate customers that purchased large volume made-to-order products directly from us
through our corporate sales. Our distributor customers purchased products from us and then sell
to the end customers in general.

The following tables set out our revenue breakdown by geographical region and
brand during the Track Record Period:

V.E. DELURE Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB (RMB (RMB (RMB (RMB

million) % million) % million) % million) % million) %

Region

Central PRC §2 56 208 87 29 76 78 76 2.0 126
Eastern PRC 33 212 477 199 5.6 198 21 26 B5 162
North Eastern PRC 99 67 71 72 80 93 91 89 158§ 77
North Western PRC 90 61 173 72 205 68 68 66 156 76
Northern PRC 309 210 054 273 9.9 232 272 266 89 287
South Western PRC §1 55 94 39 172 57 54 53 145 70
Southern PRC 45 296 58 225 773 57 209 204 501 243
PRC sub-total 1409 957 BL6 - %7 2954 981 9.3 970 044 9.1
Hong Kong 64 43 78 33 5 19 330 18 09
Total 1473 1000 2394 100.0 301.0 100.0 1024 100.0 2062 100.0
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TESTANTIN Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB (RMB (RMB (RMB (RMB
million) % million) % million) % million) % million) %
Region
Central PRC 09 21 23 31 40 47 18 83 01 03
Eastern PRC 72 171 18 17 165 193 32 148 51 167
North Eastern PRC 11 26 5.6 75 89 104 17 79 15 49
North Western PRC 13 3.1 24 3.2 6.4 75 0.8 37 08 2.6
Northern PRC 28 6.6 7.0 93 6.6 7.7 24 111 35 114
South Western PRC 1.7 40 44 58 8.0 93 28 130 63 206
Southern PRC 97 230 21 295 249 291 50 231 65 213
PRC sub-total U7 585 5.6 T4l 753 880 177 819 238 778
Hong Kong 175 415 194 259 103 120 39 181 68 222
Total 422 100.0 750 100.0 85.6  100.0 216 100.0 306 100.0

We primarily operate Retail Stores in the PRC in two ways: our self-operated Stores,
and Stores operated by our distributors or sub-distributors.

L Self-operated Stores

As at 31 December 2007, 2008 and 2009 and 30 June 2010, we operated 39, 50,
70 and 84 Retail Stores of our owned brands, respectively. The term of our lease
agreements or cooperation agreements for these Retail Stores generally ranges from
six to twelve months depending on the policies of the department stores and
shopping malls from which we lease. As at 30 June 2010, over 70% of the lease
agreements or cooperation agreements for our self-operated Retail Stores had a term
of no more than one year. As at 30 June 2010, over 80% of our self-operated Retail
Stores are located in Hong Kong and tier one and tier two cities in the PRC, such as
Beijing, Shanghai, Tianjin, Changchun, Xi’an, Nanjing, Shenzhen and Guangzhou. It
is our strategy to directly manage our Stores in key targeted markets in which high
purchasing power exists. We believe that our strategy of establishing self-operated
Stores in strategic prime locations is critical to increasing our brand equity and
reinforcing our image by the following means:

=  total control over our Store setting and direct contact with customers
allows us to optimize our marketing efforts directly to customers as well
as directly instill in our customers our brand image and atmosphere
which we create and express through our self-operated Stores; and

=  our self-operated Stores also enable us to provide a consistent and high
standard of service to our customers and obtain direct feedback from
them which is a useful information source for our product design of the
next collection.
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In identifying the target markets in which to locate our Stores, we consider
factors including profit and growth potential, cities” location and profile, and our
local knowledge, experience and competitive advantages. The Directors also believe
that having self-operated Retail Stores can serve the purpose of brand promotion
and attract potential distributors to carry our products in order to establish our
distributorship network.

Most of our self-operated Stores are operated under the following type of
arrangement. We enter into cooperation agreements or lease agreements with
department stores or shopping malls which govern the operation of our
self-operated Stores, in particular, the collection of sales proceeds. Generally, the
department stores and shopping malls charge a fixed fee or a percentage of the sales
turnover of our Stores as commission income subject to an agreed monthly or
annual minimum commission amount determined based on an agreed minimum
turnover target of the relevant Stores. The rental expense for our self-operated
Stores is generally a fixed amount or a variable rent based on the turnover of the
self-operated stores with or without a minimum fixed portion. For Stores with
variable rent with a minimum fixed portion, if turnover falls below a predetermined
threshold, the Store will pay a minimum fixed fee. If the turnover of the Store stays
above such threshold, rental payment of the Store will be a percentage of the
turnover. For Stores with variable rent and no minimum fixed portion, there is no
predetermined threshold and therefore the Group has no committed rental
payment. For such Stores, the variable rental payment will be a percentage of the
turnover and such percentage of turnover generally ranges from approximately 13%
to 30% of average turnover of the relevant Store as at 30 June 2010. For Stores with
fixed rent, rental payments do not vary with turnover and are based on an agreed
amount. For each of the three years ended 31 December 2007, 2008 and 2009 and the
six months ended 30 June 2010, the amount of rental fees paid to department stores
and shopping malls by our self-operated Stores were approximately RMB26.3
million, RMB43.1 million, RMB49.9 million and RMB34.4 million, respectively. Sales
proceeds are usually first collected by department stores or shopping malls and are
typically paid to us within one to three months after deducting monthly rental
expense or a commission from the sales of the self-operated Store and any other
relevant operating fees. The department stores and shopping malls are not entitled
to unilaterally terminate the leases or cooperation agreements unless we breach our
contractual obligations.

We believe that our brand image can be most effectively enhanced from tier
one and tier two cities where we focus our marketing of the V.E. DELURE brand
because of the association of such cities with the forefront of design and fashion, and
the ability of such cities to influence design and fashion in tier three and tier four
cities. To more effectively roll-out our sales and marketing campaigns on a national
level, it is critical that our self-operated Stores are located at prime locations in tier
one and tier two cities to capture pedestrian traffic of affluent shoppers with high
consumption abilities. In connection with this, during the Track Record Period, we
were able to secure retail locations for our V.E. DELURE self-operated Stores in
established department stores such as the Beijing Yansha Youyi Shopping City
Limited, Tianjin Friendship Shopping Center, Charter Shopping Center, Xi’an
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Centuryginwa, Nanjing Golden Eagle Department Store, Harbin Songlei, Beijing Le
Tian Intime Department Store Limited, Nanning Dream Island Shopping Center,
Guangzhou Department Store, Nanning Dream Island Shopping Center Gucheng
Branch, Nanning Dream Island Shopping Center Crystal City Branch, Beijing
Yansha Youyi Shopping City Jinyuan Branch, Guangzhou Tianhe City Department
Store, Guiyang Guomao Plaza and Wenzhou Times Square Shopping Center. For the
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June
2010, sales generated from our V.E. DELURE self-operated Stores in the
above-mentioned established department stores amounted to RMB14.4 million,
RMB32.9 million, RMB47.1 million and RMB35.3 million, respectively, representing
36.7%, 39.0%, 34.3% and 38.8% of our revenue derived from our V.E. DELURE
self-operated Stores, respectively.

As at 30 June 2010, we have set up 6 sales representative offices in Beijing,
Shanghai, Tianjin, Wuhan, Nanning and Changchun, responsible for carrying out
local supervision of our self-operated Retail Stores, general administrative and
marketing work and reporting directly to the sales and marketing team in our
headquarters. Sales representative offices are also responsible for identifying any
potential business and market opportunities for the development of new Stores
within these regions. Through regular market studies, sales representative offices
will identify the appropriate prime locations with high consumer traffic for new
Store openings, which are expected to generate substantial sales volume. Proposals
for new Store openings in selected locations will be submitted to headquarters for
final review and approval.

During the Track Record Period, sales for the vast majority of our
self-operated Stores were made by concessionary sales of products at department
stores and shopping malls which means sales proceeds are first collected by
department stores or shopping malls and are paid to us after deducting applicable
monthly rental fees, commissions and/or other operating fees. The remaining
self-operated Stores of our V.E. DELURE brand sold products to, and collected
payments directly from, our customers. We had one such V.E. DELURE brand store
in Guangzhou in 2008 and one such V.E. DELURE brand Store in each of Guangzhou
and Shanghai during 2009 and the six months ended 30 June 2010. Revenue
generated from such Stores was about, RMB1.1 million, RMB5.1 million and RMB3.4
million for the two years ended 31 December 2008, 2009 and six months ended 30
June 2010, respectively.

II.  Distribution by distributors/sub-distributors

We distribute our products through our distributors, and accordingly, they are
our customers. All of our distributors and sub-distributors are either corporations
or individuals that are Independent Third Parties with relevant retail and
management experience in the PRC. We do not have any ownership interests and
management position in our distributors and their sub-distributors. As at 31
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December 2007, 2008 and 2009 and 30 June 2010, we had 60, 101, 90 and 88
distributors respectively (of which 3, 11, 9 and 9 operated both V.E. DELURE and
TESTANTIN Stores, respectively), and 6, 6, 7 and 7 sub-distributors, respectively. Of
our 88 distributors as at 30 June 2010, over 40% had business relationships with us
for more than two years and approximately 45% are individuals. The Directors are
of the view that it is not uncommon in the industry to have distributors which are
individuals. As at 30 June 2010, our distributors and sub-distributors operated a total
of 184 Retail Stores covering 121 cities and 23 provinces/municipal/autonomous
regions of the PRC As at the Latest Practicable Date, at our request, our relevant
distributors have terminated all their sub-distributorship agreements for our
products with their sub-distributors. Those sub-distributors have entered into
direct distributorship agreements with us.

Under the distributorship business model, when selecting distributors, we
take into account a number of factors, including their geographical location, retail
and management experiences, financial resources (including a minimum liquidity
requirement) and capacity for developing retail networks. We will generally
conduct extensive due diligence before engaging new distributors such as making
inquiries with shopping malls and department stores regarding the competence of
such distributors. We are able to achieve growth by leveraging the resources of our
distributors, our expertise in retail distribution and retail management and the local
relationships of our distributors in certain markets where we believe the
distributors have better competitive advantages. Our top five distributors
accounted for about 12.3%, 12.2%, 11.3% and 16.2%, respectively, of our total sales
for the three years ended 31 December 2007, 2008 and 2009 and the six months ended
30 June 2010, respectively. The number of Stores operated by our top five
distributors was 30, 28, 34 (seven stores of which are operated by one distributor
through sub-distributors) and 35 (eight Stores of which are operated by one
distributor through sub-distributors), respectively, as at 31 December 2007, 2008
and 2009 and 30 June 2010. Sales from our largest distributor accounted for about
3.4%, 3.3%, 3.7% and 4.7%, respectively, of our total sales for the three years ended
31 December 2007, 2008, 2009 and the six months ended 30 June 2010, respectively.
This distribution business model also enables us to better manage our growth of
business and allows us to expand our retail network rapidly with lower capital
expenditure compared with opening self-operated Stores. It also allows us to focus
on designing and developing new products, and to allocate more of our resources to
product design and brand management. The Directors confirmed that none of the
Directors, or their respective associates, or any Shareholder holding more than 5%
of the issued Shares had any interests in any of these five largest distributors
throughout the Track Record Period. During the Track Record Period, there were no
material disputes between us and our distributors.

As at 30 June 2010, we had eight Stores in the Sichuan Province (excluding
Chengdu) operated by our sub-distributors. As at the Latest Practicable Date, we no
longer have any sub-distributors as we entered into distributorship agreements
directly with such sub-distributors, making them our direct distributors.
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In order to prevent competition and cannibalization at our retail level, we
generally conduct an evaluation on the population size of the region, living
standards and spending power of the residents in such region before permitting our
distributors to open new Stores in our existing markets. In addition, to avoid
overlapping of distributors and the risk of competition between our distributors for
each brand within our distribution network, only one sole distributor is assigned to
a particular region and each distributor is only permitted to sell our products inside
its defined geographical area. Given the growing market for menswear in the PRC,
the Directors believe that there is potential for a significant expansion of business
within our distribution areas. As such, the Directors believe that there is currently
no over-concentration of Retail Stores within our distribution network.

Management of distributors

In our distribution business model, our distributors are principally
responsible for selecting and ordering products and overseeing the operation of
Retail Stores. With respect to the distributorship agreements entered into for the
years ended 31 December 2007, 2008 and 2009, total committed purchase amounts
from our distributors amounted to approximately RMB108 million, RMB167 million
and RMB148 million, respectively and the Directors confirmed that about 87% and
90% of our distributors were able to meet their committed purchase amounts in
respect of their distributorship agreements entered into for the years ended 31
December 2007 and 2008, respectively. As at the Latest Practicable Date, over 90%
had met their committed purchase amount in respect of their distributorship
agreements entered into for the year ended 31 December 2009. We have terminated
the distributorship agreement with some of our distributors based on our
assessment of their performance.

Our sales team is responsible for monitoring our distributors’ performance.
We make clear to our distributors that we are responsible for co-ordinating
marketing and promotional activities to ensure brand image consistency. We also
provide in-store marketing support such as the provision of display items. All the
distributors’ Stores will bear the same decor and setting to create a consistent brand
image. In some instances, we will sponsor the decoration and fittings of certain
distributors’ Stores.

Our sales team communicates with our distributors to monitor and analyze
the sales performance and market status of our Retail Stores and to assess whether
adjustments to their current operation strategies, such as promotional activities,
advertising plans or product mix, need to be made. We generally require our
distributors to report sales status and inventory levels to us on a weekly or monthly
basis. We also discuss the sales status and inventory status of the Retail Stores
operated by our distributors. We oversee the accuracy of such sales status by
analyzing the historical sales and inventory levels at each Retail Store operated by
our respective distributors and checking the pattern of the actual orders placed with
us. We believe the amount of orders placed by our distributors corresponds to the
actual sales and inventory status of our distributors. By reviewing sales and the
inventory data and making reference to the orders placed by our distributors, the
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Directors believe that our distributors have not accumulated stock in an amount
which exceeds their actual sales operation. In some cases, in order to enhance
optimal product mix of each Retail Store, we will communicate with our distributors
and review sales data. After such communications and reviews, we will decide in
our sole discretion whether to arrange to relocate underperforming products from
one distributor to another distributor if our sales team believes that such products
may better suit the local fashion trend in another geographic location.

Our sales team carries out periodic and ad hoc inspections to ensure the
quality of services among Retail Stores operated by our distributors and those
managed by us are consistent. We identify and inform distributors of any
non-conforming individual Retail Stores and direct them to rectify the problem
within a certain period of time.

In addition, we have a dedicated group of staff consisting of twelve members
located in our regional offices that supervises the overall performance of our
distributors and evaluates our distributors once every quarter.

Major terms of the distributorship agreements

We enter into distributorship agreements directly with our distributors for the
sale of our products. We review the performance of our distributors on an annual
basis and decide whether or not to renew such agreements. In general, key terms of
our agreements and practices with our distributors are summarized as follows:

= Geographic exclusivity and duration — Our distributors have the
exclusive right to sell our products as specified in their respective
distributorship agreements with us within their defined geographic
area and during the subsistence of the distributorship agreements. Our
distributors are not permitted to sell our products outside their defined
geographic area.

=  Product exclusivity — Distributors of our Retail Stores are required to
sell only our products at their Retail Stores for our V.E. DELURE and
TESTANTIN brands and are not permitted to sell other products that
compete or is likely to compete with our products at such Retail Stores.

=  Minimum purchase targets — Our distributors are required to meet
minimum annual purchase targets, which generally range from RMB0.3
million to RMB6.5 million per year. The minimum annual purchase
targets depend on the respective size of each distributor and made with
reference to their respective sales performances in the previous year.
Generally, our distributors place most of their orders at our sales fairs,
with the remaining replenishment orders being subsequent orders. Our
distributors who place their orders during our sales fairs will usually
obtain a discount, which generally range from 60% to 70% off the
suggested retail price, for purchases made during our sales fairs.
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Pricing and discount — Our distributors are required to follow our
uniform suggested retail price for selling our products. We maintain
standard pricing policies with our distributors in the PRC. Retail
promotional activities such as clearance sales must be approved by us

before launching such programs.

Use of brand names — We authorize our distributors to use our brand
names in relation to their distribution of our products in their defined

geographic area.

Store size — Our distributorship agreements do not expressly stipulate
any requirement on store size for our V.E. DELURE distributors. The
size of our TESTANTIN distributor’s Retail Stores is expected to be at
least 40 sq. m., depending on the location of their Retail Stores. We have
no specific requirement on the number of stores to be opened by our
distributors annually. Our distributors have to obtain our consent on
store location prior to the opening of their Retail Stores.

Renovation subsidies — We may provide subsidies to our distributors on
a case by case basis.

Others — We generally do not have a profit and cost sharing arrangement
with our distributors. However, our distributors are required to share
our cost for the marketing material for certain special promotional

activities and gift for standard marketing activities.

Payment, credit terms and delivery — We normally require full payment
from our distributors before delivery. Our distributorship agreements
with distributors provide that upon placing of an order at a sales fair,
our distributors must pay a deposit of 30% of the total purchase amount
and the remaining balance has to be settled by them before the delivery
of our products. In practice, for certain distributors with long business
relationships and satisfactory credit history, we may grant them a credit
period ranging generally between 30 to 90 days for the remaining
balance. Please refer to the section titled “Business — Cash and Credit
Control” in this prospectus for further details.

For delivery of our products in Guangzhou, we bear the delivery cost,
while for delivery of our products outside Guangzhou, our distributors
are responsible for the cost of delivery. Our distributors are responsible
for the cost of insurance.

Store design — Our distributors are required to adhere to our designated

store renovation and design standards.
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=  Sales report — Our distributors are required to provide us with the
operating statistics of their Retail Stores, such as sales reports and

inventory reports upon our request.

=  Return and exchange of goods — Defective goods can be returned to us,
if our distributors report the defects formally to us within five days after
the receipt of our products or such other period as we would otherwise
agree.

Distributors are also allowed to exchange certain apparel products
purchased in the same current season from us for other products,
subject to the maximum rate of exchange. Distributors are not allowed
to exchange leather goods and accessories. V.E. DELURE distributors
are allowed a maximum rate of exchange of 10% of the purchase amount
or as agreed by us, within 60 days after the delivery of the products.
TESTANTIN distributors are allowed a maximum rate of exchange of
20% of the purchase amount, within 60 days after delivery of the
products. The exchange does not include any buyback of our goods or
any amount to be deducted from or offset by the payment made or

payable by the distributors.

=  Right of termination — We reserve the right to terminate our
distributorship agreement if our distributors, among other things, (i)
fail to meet the purchase target; (ii) sell our products outside of the
defined geographic area; (iii) fail to comply with our pricing and
discount guidelines; or (iv) fail to adhere to our designated store
renovation and design standard. Should any of our distributors deviate
from these terms with respect to the actions of the sub-distributors, we

may have cause to terminate its agreements with any such distributors.

We commenced offering our distributors wholesale rebates in 2009. The
amount of rebates were generally determined based on the purchase amount of each
distributor and on a sliding scale ranging from 7.9% to 21.1% of the wholesale
selling price for our TESTANTIN brand products and 3.0% to 20.0% of the wholesale
selling price for our V.E. DELURE brand products, respectively. For the year ended
31 December 2009, the aggregate amount of rebates offered to our distributors was
RMB4.3 million, representing 1.1% of our total revenue generated from sales to
distributors for the same year. For the six months ended 30 June 2010, the aggregate
amount of rebates offered to our distributors was RMB2.9 million, representing
approximately 1.2% of our total revenue generated from sales to distributors for the
same period. We have never paid the sales rebate in cash, and instead, all rebates for
each distributor were deducted from the sales price of their next purchase order.
Sales rebates are deducted from our gross revenues in our consolidated income

statement.
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Based on the fact that our distributors and we are independent entities and
our distributorship agreements expressly stipulates that our distributors shall be
responsible for their own liabilities and indebtedness in relation to the distribution
of our products within their defined geographic area, the PRC Legal Advisor is of
the view that any non-compliance with relevant laws and regulations by our
distributors will not result in any liability to us.

Under the relevant PRC laws, where product liability arose from the Group’s
fault, the Group shall be responsible for the product liability claim, and where the
product liability arose from the distributors’ fault or other third parties” fault,
distributors or other third parties shall ultimately be responsible for the product
liability claim.

During the Track Record Period, we had a few sub-distributors selling our
products. We did not have direct contractual relationships with those
sub-distributors and we relied on our distributors to oversee the sub-distributors.
Should any of our distributors deviate from these terms with respect to the actions
of the sub-distributors, we would have cause to terminate such distributorship
agreements with any such distributors. Under the distributorship agreements we
entered into with our distributors, our distributors are not permitted to transfer,
rent or lend the licensing certificate and any related documentation regarding our
products to any third parties within their defined geographic area. Our
distributorship agreements and our internal policy generally prohibit the
introduction of sub-distributors. But for Sichuan Province (other than Chengdu),
considering the particular circumstance in Sichuan Province, where the distributor
before signing distributorship agreements with us already had business connections
with the sub-distributors and for ease of central management of distributorship
arrangement in the region, we agreed with the applicable distributor to allow for the
introduction of these sub-distributors in Sichuan Province (other than Chengdu) to
distribute our TESTANTIN branded products. In order to ensure that the
sub-distributors in Sichuan are in compliance with our standard pricing policies, we
required our distributors to include our standard pricing policies in its
sub-distributorship agreements. In order to enhance our distribution management
ability, as at the Latest Practicable Date, at our request, our relevant distributor have
terminated all its then existing sub-distributorship agreements of our TESTANTIN
brand with its sub-distributors. These sub-distributors have entered into direct
distributorship agreement with us. The Directors confirmed that we will no longer
allow our distributors to appoint sub-distributors going forward.

II.  Corporate sales

We have engaged in high volume corporate sales including made-to-order
services. We utilize multiple channels to generate corporate sales, including
initiating contacts with potential corporate customers to propose offers of bulk
purchases, leveraging our distributors’ existing relationships with large
corporations, and promoting our brand awareness through the sponsorship of
sports and charity events to attract new corporate customers. Sales made through
this channel amounted to approximately RMB6.0 million and RMB2.1 million for the
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year ended 31 December 2009 and the six months ended 30 June 2010, respectively.
Under this model, we intend to target large corporate clients, banks and
government bodies that fit with our branding theme and offer their executives and
managers a personalized service. Going forward, we intend to increase further the
sales to these entities and we believe the provision of such services will serve as a
cost effective channel to rapidly increase our brand awareness and equity among
executives and managers of reputable corporations and entities.

MARKETING AND PROMOTION

We have a dedicated marketing team that is responsible for conducting and
coordinating the marketing and promotional activities of V.E. DELURE and TESTANTIN.
As at 30 June 2010, our marketing team consisted of four staff members who worked
closely with the design teams when initiating and executing marketing themes. For the
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010,
amounts incurred for sponsorship and charity events by us amounted to about RMB0.5
million, RMB2.6 million, RMB1.4 million and RMB1.9 million, respectively. The key
marketing and promotional activities that we carry out for the brands consist of the

following:
Team and event sponsorships

We currently sponsor the PRC’s table tennis and badminton national teams by
providing formal attire for major sporting events. We are the sponsor of formal
attire for the PRC national table tennis team since 2006. In addition, The
Management Center of Table Tennis and Badminton has authorized us to be the
“Exclusive and Designated Sponsor of Formal Attire” (1 f# /I fifi Mt — 45 & # B ) and
“Professional Image Consultant in Formal Attire (18 & /i fifi 2 3£ S )" of the PRC
national table tennis team for a term of five years from 2010 to 2015 to provide
formal attire for team members of the table tennis national team. We also entered
into an arrangement with The Management Center of Table Tennis and Badminton
in February 2010 to sponsor the formal attire for the PRC national badminton team
for a term of five years from January 2010 to December 2015. Under the sponsorship
agreements with The Management Center of Table Tennis and Badminton, we are
authorized to be held out as the exclusive sponsor of the respective PRC national
table tennis and PRC national badminton team’s formal attire and the team’s
exclusive image consultant. The team members will wear our attire in important
competitions and ceremonial and official events and participate in appropriate
promotional events; and will attend as many charity events as possible unless

engaged in competition.
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In addition, we also sponsor other select events such as activities organized by
certain magazines in order to enhance our brand awareness among our customers.
For example, we sponsored the event “2007 4F H1 [ 4% 3 48 58 (45 2 + KR 92 55 1) A 48
#43” organized by “Mangazine” (% #/#5t) in December 2007, in which Guangzhou
Changyue acted as its exclusive official fashion sponsor to provide tailor-made suits
to the winners of the “top ten most influential persons.” We also sponsored the
prize-giving ceremony “ B I 4 S5 A4 A 3% #4” organized by Esquire (i %54E) in
2007, in which the V.E. DELURE logo appeared on the backdrop and admission
tickets of the event. We also hosted the “Table Tennis and China” cultural exhibition
in 2008, sponsored the “Top 10 Economic Celebrity in Guangdong” in 2008 and
sponsored the filming and promotion activities of Esquire in 2008. We believe that
our brand image will benefit from being associated with sponsoring teams and
events that portray a healthy and positive image and convey the brand message of
“Love of Success and Champions”.

Charity events

We actively sponsored and participated in charity events, which in turn
promote our image as a socially responsible corporation and convey the message of
“Love and Compassion”.

We made donations to build a primary school named “Dream Island DELURE
Charity School” in Guilin, Guangxi Province in December 2008 and also donated
both cash and materials to support students with economic difficulties in certain
cities of the Guangxi Province to continue their studies. We organized and
sponsored a series of fundraising events, namely “#AEH1E S LK HM”, jointly with
charitable bodies and reputable shopping malls in cities such as Tianjin,
Guangzhou, Wuxi and Qingdao for the poor and needy in 2006. In addition, we
organized and sponsored a series of torch relay fundraising events namely “## %%
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LK JE#E”, jointly with the table tennis national team and well known shopping
malls, in 2009. During the Track Record Period, donations were made to more than
30 primary schools in Guangdong, Guangxi, Chongqing, Hebei, Suzhou, Qingdao
and Xiamen. We also made donations to help the needy, such as the victims in the
Sichuan earthquake, flooding and snowstorm in the PRC. We believe these kinds of
charity events can further increase our customers’ recognition of our brand message
of “Love and Compassion”.

Product placement and advertising

We advertise selectively in fashion magazines (such as “Modern” (7B #t)
and “Esquire” (I i 55/E)) to raise brand awareness among our target customers. For
example, we sponsored Esquire for their photo-shooting of a well-known Chinese
NBA basketball player, in which he was dressed in a V.E. DELURE brand suit and
appeared in the November 2006 edition of Esquire.

Fashion shows

Participating in fashion shows with heightened media coverage can raise
awareness of our brands among the fashion industry. During the Track Record
Period, fashion shows for the V.E. DELURE and TESTANTIN brands such as the
Beijing China International Clothing & Accessories Fair in 2008 and the Guangxi
Nanning charity fashion show organized by us in 2009 were held to display the
latest designs and colour themes of the brands. Local celebrities, designers, media
and editors of fashion magazines were also invited to generate stronger media
coverage.

Customer services

We have a VIP membership program in place to encourage customers
spending and develop customer loyalty. The Directors consider customer loyalty to
be important in the upmarket fashion industry. In the PRC, V.E. DELURE customers
that spend at least RMB5,000 in one purchase or at least RMBS8,000 over a three
month period and TESTANTIN customers that spend at least RMB3,000 in one
purchase, RMB5,000 over a three-month period or RMB10,000 in one year are
eligible to enter into our VIP membership program. As an incentive, VIP members
are generally entitled up to a 15% discount from normal sales prices. Marketing
information and fashion catalogues are regularly communicated and/or mailed to
VIP members to keep them informed of the latest seasonal collections. In addition,
VIP members are invited to fashion shows and other events that we sponsor. VIP
members at some Stores are also provided with personal services such as a
dedicated VIP area for tea and beverage consumption. Gifts are presented to the VIP
members on their birthdays. We also invite VIP members to our promotional sales in
our selected Retail Stores from time to time. Under the current membership
program, our VIP members are entitled to the above-mentioned membership
privileges in all Stores of the respective brands of V.E. DELURE and TESTANTIN,
including those operated by us or by any distributors. A membership points
program is currently available, pursuant to which our VIP members can earn
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membership points on every RMB of purchase at our V.E. DELURE self-operated
Stores. Our VIP members will be entitled to certain free gifts by redeeming the
membership points. Membership points can be accumulated, but any unclaimed
membership points by the end of 2010 will be forfeited. As the membership points
are only valid during the year of purchase and cannot be carried forward after
year-end, the revenue in relation to the VIP program has been realized and the
respective costs of the free gifts have been provided as incurred upon redemption in
each of the respective years. No provision for deferred revenue is necessary to be
made as at each year end of the Track Record Period.

Our sales return policy is in line with the relevant consumer protection laws with
respect to return policies on merchandise in the PRC and Hong Kong. Our distributors are
required to conduct quality checks upon receipt of our products and may return defective
goods to us if notice of complaint about the defects is given within a prescribed period
from the receipt of the product. Distributors are deemed to have accepted the goods as
satisfactory in the absence of such notice. Where some defects are not obvious, we may, on
a case-by-case basis, allow returns of goods from distributors beyond the prescribed
notice period. Sales return for cash refunds for the years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2010 amounted to nil, nil, RMB28,000 and nil,
respectively. Our sales and marketing team is also trained to deal with any complaints that
may arise from customers, including the verification of any alleged defects in the
merchandise.

Other promotional activities

We conduct other promotional activities from time to time. For instance, we
collaborate with department stores and shopping mall owners to participate in certain
seasonal promotional campaigns and we share such promotion costs with the distributors
and the event organizers.

CASH AND CREDIT CONTROL

In general, sales made for the vast majority of our self-operated Retail Stores are
settled by the end customers by cash or credit card to the department stores or shopping
malls. Such sales proceeds generated from the self-operated Retail Stores are typically
paid to us by the department stores or the shopping malls within one to three months after
deducting the monthly rental expenses, concession commissions and/or any other
relevant operating expenses. The monthly concessionaire commissions (if applicable) are
calculated at an agreed percentage of the monthly sales receipts made by the self-operated
Retail Stores. During the Track Record Period, we did not experience any material default
in collecting the sales proceeds for our self-operated Retail Stores.

We maintain strict control over our cash management. Daily reports on our bank

balance are prepared by our treasury staff and reviewed by our management. Monthly
cashflow forecasts are also prepared to facilitate the management of our cashflow.
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For Retail Stores operated by our distributors, the distributorship agreements
provide that distributors shall pay a deposit of 30% of the total purchase amount upon the
placing of a sales order at a sales fair and the remaining balance usually has to be settled
by the distributors before delivery of products. For some distributors with long business
relationships and satisfactory credit history, we may consider granting certain credit
periods on the remaining balances generally between 30 days to 90 days depending on the
circumstances. We do not have direct contractual relationships with the sub-distributors
and as such, we do not extend credit terms to the sub-distributors. In determining bad and
doubtful debt, our management takes into account the credit history and payment pattern
of our distributors as well as their on-going relationships with us. For the three years
ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010, we did not
make any provisions for bad and doubtful debts.

INVENTORY CONTROL

We recognize that maintaining an appropriate level of raw materials and finished
goods inventory is important to our overall operation and profitability. We specify target
minimum purchase amounts for each of our distributors. They generally fulfill this
requirement through sales orders made in sales fairs and subsequent replenishment
orders. This allows us to manage our inventory of raw materials and finished products
more efficiently. We can maintain the optimal levels of inventories by making reference to
the expected future sales arising from confirmed sales orders by distributors. On the other
hand, commonly used raw materials such as suit fabrics in typical colors and accessories
such as brand tags are usually stocked at a higher inventory level, in view of the longer
usable life span and to enjoy certain discounts from suppliers for large volume purchases.

We also have special offer sales annually to clear unsold aged products that our staff
and their families and friends are invited to attend. The Retail Stores also hold, in
conjunction with department stores and shopping malls, promotional events for annual
stock clearance, store anniversary sales or festival promotional sales as directed by
respective department stores and shopping malls. We typically coordinate special offers
between our self-operated Stores and the Stores operated by our distributors and
sub-distributors.

We monitor our inventory level and inventory age on a regular basis, in order to
minimize the risk of building up obsolete inventory. We closely monitor the obsolescence
of inventory based on the expected future salability and the age of the inventory. We have
implemented a computerized inventory control system to keep track of the inventory
level. Physical stock counts will be carried out from time to time to identify the obsolete
and slow moving inventories or damaged products. We make specific provisions for
obsolete inventories if the carrying amount of these inventories is lower than their net
realizable value. We review our inventories on hand every six months and estimate the net
realizable value of these inventories based on their categories, year of design, historical
discount rates and the saleability assessment and write down the carrying amount of these
inventories to their net realizable value.
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During the Track Record Period, we determined our target level of inventory by
taking account of various factors with a general goal of preventing accumulation of
obsolete inventory and managing the inventory turnover at a reasonable rate. These
factors include: (i) placing orders with our suppliers and outsourced manufacturers after
we have received confirmed purchase orders from our customers or based on the demand
forecast from our top customers and the anticipated opening time of new Retail Stores; (ii)
improving the turnaround time for the replenishment order of best-selling products based
on the feedback received from our distributors and the sales records of our self-operated
Stores; and (iii) promoting the sales of aged inventories through promotional sales
activities, including the regular monthly sales events and the large scale semi-annual
clearance sales events. Examples of these sales events are the sales fair organized by our
Zhongxing Store in Shenyang from 1 October 2009 to 11 October 2009 offering discounts
ranging from 70% to 85%, the sales fair at our Stores on the Beijing Road, Guangzhou in
November 2009 offering discounts ranging from 70% to 85%, and the sales fair in the office
building where the headquarters of Guangzhou Changyue and Guangzhou
Changzhuxing are located from November 2009 to February 2010 offering products to our
VIP customers, employees and their family members at a preferential price. In general, for
our promotional sales events we offer a discount of at least 15% on our slow-moving or
obsolete goods primarily to our VIP customers, employees and their family members in
addition to walk-in customers. We have a special inventory inspection team which
consists of our senior staff from sales, operations, procurement, and finance departments
and it conducts physical stock counts to identify obsolete and slow-moving inventories or
damaged products every six months.

MANAGEMENT INFORMATION SYSTEMS

We employ a number of ERP and management information systems to support our
business, which mainly consist of a real-time point-of-sale, or POS system, and an
accounting system. All our self-operated Retail Stores are equipped with the POS terminal
to record and collect sales details and inventory movement on a timely basis. The POS
system is linked with the accounting system to provide processed information in the form
of daily POS reports (which can be sorted by performance, brand, Store and geographic
region) and monthly sales reports (which can be sorted by categories) for each
self-operated Retail Store. Such availability of information allows our management to,
among other things, track and analyze product margins, consumer preferences and
demand, as well as support inventory, sourcing and logistic arrangements.

We plan to invest in enhancing our ERP and management information system in
order to achieve better inventory control with our distributors. Our existing system only
allows our management to centrally monitor sales activities and inventory levels at our
self-operated Retail Stores on a timely basis from our office headquarters. The systems at
each of our self-operated Stores are interconnected but our distributors’ systems are not
interconnected with our central system. Prior to the planned upgrade of the POS system to
monitor the sales activities and inventory levels at the Retail Stores operated by our
distributors, our sales team will monitor and analyze the sales performance and inventory
status of the Retail Stores operated by the distributors through visits to the Retail Stores
operated by our distributors or communication with our distributors. In addition, our
distributors are required to report sales status and inventory level to us on a regular basis
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upon our request and our sales team will review such data and discuss the sales status and
inventory level of the Retail Stores operated by our distributors. By reviewing the sales
and inventory data and making reference to the orders placed by our distributors, the
Directors believe that they can determine whether our distributors have accumulated
stock in an amount which exceeds their actual sales operation. By upgrading such system
and creating a direct interface between the individual system at each of the Stores
operated by our distributors, we will be able to obtain timely operating data, thereby
allowing central management to further improve our capabilities of inventory and
financial management. According to our plans, we expect the enhanced ERP and
management information system will be fully operational in approximately three years,
which will be achieved in three phases. According to our expansion strategy, we expect to
have 333 Retail Stores operated by our distributors as at the end of 2011 in 114 cities in the
PRC. We estimate that it will take us around 18 months to connect the systems of these
Retail Stores to our headquarters given the geographic coverage of our retail network in
the PRC. The upgrade of the functions of the system will take us another year, including
the connection of the ERP system with our accounting system and procurement system.
After such connection is made sales details and inventory movements of the Retail Stores
will be processed on a timely basis by the accounting system, and our management can
then effectively plan the procurement of raw materials and product parts using such
processed information. We will collaborate with our software developer to complete the
test of functionality and stability of our upgraded system within half a year after the
connection of the POS system and aim to ensure it is fully operational by the end of 2013.

COMPETITION

The competition in the middle-upper to high-end menswear market in the PRC is
mainly based on branding, style, outlet coverage, product quality, customer service and
the ability to retain repeat customers. There are barriers to entry in the market, which are
mainly (i) considerable capital investments for building a strong brand, distribution
outlets nationwide, logistic costs, training, and sustaining sufficient cash flow; and (ii) the
difficulties in hiring good designers and technicians to ensure product style and quality,
and reacting promptly and appropriately to changes in market trends.

We compete in the middle-upper to high-end menswear market in the PRC with an
increasing number of local and international players. Our direct competitors for our V.E.
DELURE include Satchi, VASTO and Aquascutum while for TESTANTIN, our competitors
include Tommy Hilfiger and ELLE HOMME. The Directors believe that the competition in
the PRC will continue in the future. Please refer to “Risk Factors — Risks Relating to the
Industry — We face intense competition in the menswear industry in the PRC” in this
prospectus for more details. However, by having experience in owning, managing and
developing high-end and/or international brands, nationwide retail networks and
well-established relationships with high-end and landmark department stores and
shopping malls in the PRC, our Directors believe we have a clear competitive advantage

over many of our competitors.
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INSURANCE

We carry insurance covering risks including loss and theft of, and damage to, our
properties (such as our fixed assets and inventories in our warehouses and production
plant). We believe that our insurance coverage is in line with industry practice and as at 30
June 2010, we have not made or been the subject of any material insurance claims.

ENVIRONMENTAL PROTECTION AND OTHER REGULATORY COMPLIANCE

We are subject to PRC environmental laws and regulations, which include (the
Environmental Protection Law of the PRC), (Law of the PRC on the Prevention and
Control of Water Pollution), (Law of the PRC on the Prevention and Control of
Atmospheric Pollution), (Law of the PRC on the Prevention and Control of Pollution From
Environmental Noise) and (Law of the PRC on the Prevention and Control of
Environmental Pollution by Solid Waste). These laws and regulations govern a broad
range of environmental matters, including air pollution, noise emissions and water and
waste discharge.

Under the current PRC national and local environmental protection laws and
regulations, any enterprise which discharges wastewater, waste products and polluted air,
among others, shall report and register any discharge with the relevant environmental
protection authorities. The relevant PRC laws and regulations also require any such
enterprise to have treatment facilities for wastewater, waste products and polluted air,
among others, that meet the relevant environmental standards and to have the pollutants
treated before being discharged. In addition, the current PRC national and local
environmental protection laws and regulations impose fees for the discharge of pollutants
and fines for the discharge of pollutants which are insufficiently treated. The relevant
laws and regulations also empower relevant governmental authorities to close down any
enterprise that causes serious pollution.

According to these environmental laws and regulations, all business operations that
may cause environmental pollution and other public health hazards are required to
incorporate environmental protection measures into their plans and establish a reliable
system for environmental protection. These operations must adopt effective measures to
prevent and control pollution levels and harm caused to the environment in the form of
waste gas, waste water, solid waste, dust, malodorous gas, radioactive substances, noise,
vibration and electromagnetic radiation generated in the course of production,
construction or other activities.

The PRC Legal Advisor has confirmed that during the Track Record Period, (i) we
have fully complied with the relevant environmental rules and regulations and obtained
all the required permits and environmental approvals for our production facilities, (ii) no
environmental pollution incident was discovered, and (iii) no penalty of any kind was
imposed on any of our members.

As we do not produce material quantities of industrial waste in our production and

the Directors do not anticipate that our production will produce any material quantities of
industrial waste in the future, other than the expenses that will be incurred for compliance
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with the current environmental laws and regulations, we have not allocated additional
resources to new technology or to conducting research and development to reduce our
impact on the environment.

The Directors have confirmed that we comply with the relevant requirements under
the PRC laws and regulations for waste water treatment. We do not produce material
waste during our production. The Directors believe that our production process does not
create polluting substances in any material respect and that our operation is not subject to
any future material environmental risk.

INTELLECTUAL PROPERTY RIGHTS

Details of our intellectual property rights are more particularly set out under the
section headed “Statutory and General Information — III. Further Information about the
Business — 2. Intellectual Property Rights” in Appendix VI to this prospectus.

PROPERTY INTEREST

As at 31 August 2010, we leased four properties with an aggregate floor area of
about 8,226 sq.ft. in Hong Kong, in which about 6,476 sq.ft. of the property was used for
Retail Store operation and about 1,750 sq.ft. of the property was used for office purposes.

As at 31 August 2010, we also leased or held under agreements 18 properties with an
aggregate floor area of about 13,128.17 square metres in PRC, in which about 4,000 square
metres of the property was used for production, about 770.18 square metres of the
property was used for Retail Store operations, about 2,860 square meters of the property
was used as warehouses, and about 5,497.99 square metres of the property was used for
office purposes (including sales representative offices).

All the above leases were entered into with lessors who are Independent Third
Parties.

As at 31 August 2010, certain building ownership certificates in respect of a total
floor area of 7,682.63 sq.m. of our leased properties in the PRC had not yet been provided
by the relevant landlords to prove their ownership titles or rights to these properties as
required under the relevant PRC laws and regulations. As a result, the validity of the
relevant lease agreements is uncertain. Among these properties, we use about 230 sq.m.
for Retail Store operations in Nanning, about 4,592.63 sq.m. are as offices and about 2,860
sq.m. as warehouses. The Nanning Store contributed about 0%, 0.5%, 1.3% and 1.8% of our
revenue for the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, respectively. In the event that the title to any of these leased properties
is defective, we may be required to cease our occupation and usage of the above
properties. However, the PRC Legal Advisor has confirmed that no penalty will be
imposed on us for occupying leased properties with defective titles. Should we be
required to relocate, we expect that we will be able to find comparable properties to lease
at competitive rates and we may seek legal remedies against the counterparties.
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As at 31 August 2010, there were 14 of our leased properties for which the lease
agreements had not been registered by the landlords. These lease agreements represented
properties with an aggregate total floor area of approximately 4,589.49 sq.m. occupied by
us in the PRC. Among these properties, we use about 624.5 sq.m. for Retail Store
operations (four Retail Stores), about 1,104.99 sq.m. are used as offices and about 2,860
sq.m. are used as warehouses. We, being the tenants, alone cannot effect registrations
without the landlord’s cooperation.

According to the relevant PRC laws and regulations, the lack of registration of the
above-mentioned lease agreements will not affect the validity or performance of these
leases, but the relevant governmental authorities have the right to order the landlord and
the tenant to complete the registrations. In addition, according to the relevant
administrative regulations issued by the local governments of the respective cities where
these leased properties are located, there is no provision in the relevant laws and
regulations that subjects us to any penalties for failure to register the lease agreements
with respect to seven of these properties, while seven of them may subject us to maximum
penalties ranging from RMB500 to RMB30,000 respectively. The PRC Legal Advisor has
confirmed that the maximum amount of possible penalties for our 14 lease agreements
without registration is about RMB100,000 in aggregate.

Out of the aforementioned properties, as at 31 August 2010, about 540.18 sq.m. were
used for retail operations (three Retail Stores), about 905.36 sq.m. were used as offices and
about 4,000 sq.m. were used as a workshop, have been provided by the relevant landlords
proving their ownership titles or rights to use these properties. According to the PRC
Legal Advisor, the relevant lease agreements are enforceable under the relevant PRC laws
and regulations and we would be able to enforce our rights to occupy such properties.

Furthermore, there were eight leased properties which we have changed their
prescribed use of property as at 31 August 2010. According to the relevant administrative
regulations issued by the local governments of the cities where such properties are
located, there is no provision in the relevant laws and regulations that subjects us to any
penalties for altering their prescribed use of property in respect of five of these properties,
while three of these may subject us to maximum penalties ranging from RMB5,000 to
RMB50,000. The PRC Legal Advisor has confirmed that the maximum amount of possible
penalties for our eight leased properties which we have altered their prescribed use of
property is about RMB65,000 in aggregate.

The Directors are of the view that the above properties are not crucial to the our
business operations in terms of usage, revenue and profit contributions after taking into
account the following facts: (i) with respect to the leased properties which we have not
been provided the title ownership certificates, about 230 sq.m. are used for Retail Store
space which contributed to less than 2% of our total revenue during the Track Record
Period and the rest are used as offices and warehouses which the Directors have assessed
the estimated time, costs and loss of profit in the event of forced relocation which the
Directors consider immaterial; (ii) with respect to those leased properties used for Retail
Stores, warehouses and offices where the applicable lease agreements have not been
registered with the relevant PRC authorities, the PRC Legal Advisor has advised that the
lack of registration of such lease agreements will not affect the validity and the

- 157 -



BUSINESS

enforceability of these lease agreements under the relevant PRC laws and regulations and
the maximum penalties for non-registration of these lease agreements, if imposed on us as
the tenant, is about RMB100,000 in the aggregate which we consider immaterial to our
results of operations; and (iii) with respect to those certain residential properties that are
used for commercial purposes, we use them as offices and they did not contribute to our
revenue and profit during the Track Record Period. According to the PRC Legal Advisor,
the maximum penalties in this regard will amount to approximately RMB65,000, which we
consider immaterial to our results of operations. In the event of forced relocation, the
Directors believe that comparable properties permitted to be used as offices can be located
at comparable rates within a relatively short period of time.

In the event we are required to relocate from the above-mentioned leased
properties, we may incur relevant costs relating to such relocation and experience
business interruption. The estimated time for the relocation of any of these leased
properties is a period ranging from fifteen to one-hundred days and the estimated cost for
the relocation of these leased properties is approximately RMB130,000 in aggregate.
Further, the relocation of the Retail Stores in Nanning may incur an estimated loss of
profits of approximately RMB1,549,000 if calculated based on the average monthly profit
generated by these Retail Stores in 2009. In addition, we may not be able to find suitable
alternative premises for our Retail Store operation and our business may be adversely
affected if we relocate to a less desirable location.

In order to prevent re-occurrence of similar events in the future, we will adopt the
following measures: (i) in respect of properties which comparable substitutes are readily
available (e.g., office building, warehouses), we shall lease from individuals or
corporations with valid property title certificates; (ii) in respect of properties which
comparable substitutes are not readily available (e.g., shops in particular shopping
malls/department stores), we will assess the potential exposure to title risk when
considering whether to lease properties in reputable shopping malls, which can
contribute to higher profit levels for our products; and (iii) we will seek to impose an
obligation on the landlord to register the lease agreement whenever the Group enters into
any new lease agreement in the future.

LEGAL COMPLIANCE AND PROCEEDINGS

As advised by the PRC Legal Advisor, the Company’s PRC subsidiaries, namely
Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing are
required by relevant PRC regulations to register with the competent housing provident
fund management center and make contributions to the housing provident funds for their
employees. As mentioned in the PRC legal opinion of the PRC Legal Advisor, Evergreen
Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing did not make such
contributions during the Track Record Period. The Directors confirmed that they had not
been requested by the local authority to register and contribute to the housing provident
fund and repay any outstanding housing provident fund for their employees and none of
their employees had requested them to register and contribute to the housing provident
fund. The outstanding housing provident fund contribution of Evergreen Guangdong,
Guangzhou Changyue and Guangzhou Changzhuxing up to 31 December 2009 was in
aggregate approximately RMB1.63 million. In the event that penalty is imposed on
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Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing, the PRC
Legal Advisor has advised that the maximum penalty will be up to RMB150,000 according
to the Housing Provident Funds Management Regulations. Up to the Latest Practicable
Date, no administrative actions were taken or are pending or threatened by or against
Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing by the
relevant PRC government authorities in relation to the above. Contributions have been
made by the relevant PRC subsidiaries of the Company in compliance with the relevant
PRC regulations since March 2010.

Evergreen Guangdong, Guangzhou Changyue and Guangzhou Changzhuxing had
not been requested by the local authority to register and contribute to the housing
provident fund for their employees or repay any outstanding housing provident fund.
Even if the relevant PRC government authority requests repayment of the outstanding
housing provident fund contribution and imposes penalty on the relevant PRC
subsidiaries of the Company, the Directors are of the view that the amount of such
outstanding housing provident fund contribution and penalty is immaterial and would
not have any material financial or operational impact on our business.

As at the Latest Practicable Date, we were party to four pending lawsuits, three of
which are labor disputes with our employees involving amounts in dispute of
approximately RMB895,000 in aggregate, and the fourth is a contract dispute with one of
our distributors, involving an amount in dispute of approximately RMB420,000. The
Directors are of the view that these four pending lawsuits are not unusual within the
industry we operate and further believe that they are immaterial to our results of business
operations and financial condition. During the Track Record Period, we paid or provided
to our employees the appropriate staff benefits and compensation in accordance with the
terms and conditions of applicable employment contracts and our staff policy. The
lawsuits with our employees were due to the employees’ different understandings and
interpretations of their entitlements and amounts due under the applicable contracts. The
Reporting Accountants have confirmed that they concur with the Directors’” assessment
about the adequacy of the provision made for the above-mentioned lawsuits for the six
months period ended 30 June 2010.

As at the Latest Practicable Date, except as disclosed above, we were not engaged in,
nor a party to, any material arbitration, litigation or administrative proceedings, and the
Directors were not aware of any pending or threatened arbitration, litigation or
administrative proceedings against us, which could be expected to have a material
adverse effect on our business operations or financial positions. The PRC Legal Advisor,
has confirmed that we have obtained all licenses, permits and certificates, and we have in
all material respects complied with all relevant rules and regulations in the PRC which are
necessary to conduct our business operations in the PRC as at the Latest Practicable Date.
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INDEPENDENCE OF THE GROUP FROM THE CONTROLLING SHAREHOLDERS

The Controlling Shareholders, being Pacific Success and Mr. Chan, are interested

and deemed to be interested in a total of 60.74% of the issued share capital of the Company

upon completion of the Global Offering and the Conversion.

Management Independence

We have our own management team with substantial experience and expertise in

the high-end menswear industry, and, save as disclosed in this prospectus, independent

from the Controlling Shareholders or their respective associates.

The principal business of Pacific Success is investment holding. Set out below are

the private companies or businesses owned by Mr. Chan and their respective business

nature:
Name of company or business

Evergreen Trading Company

Pacific Success

Honour Focus (Far East)
Development Limited

Marvel Trend Ltd.

New Trend

Mega Power (Asia) Investment
Co. Limited

Multi Shine Group Inc.

New Asia (China) Limited

Nature of business

Footwear trading business and was closed down
since 15 September 2004

Investment holding

Has not engaged in any business activity since its
incorporation

Has not engaged in any business activity since its
incorporation

Previously held the trademarks for our Group
but has not engaged in any business activity
since all of the Group’s trademarks were
transferred to Richwood

Has not engaged in any business activity since its
incorporation

Has not engaged in any business activity other
than investment in Marvel Trend Ltd.

Previously engaged in the distribution of golf
products but has not engaged in any business
activity since 2005

Except as disclosed above, Mr. Chan does not have any other private businesses.

None of the above companies or businesses competes with our business.
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The Directors are satisfied that we can manage our business independently of the
Controlling Shareholders and their respective associates particularly with respect to the
following factors:

(a)  Board structure

Upon Listing, the Board comprises six Directors, among them three are
independent non-executive Directors who have extensive experience in different
areas or professionals and were appointed pursuant to the requirements under the
Listing Rules to ensure that the decisions of the Board are made only after due
consideration of independent and impartial opinions.

The Directors believe that the presence of Directors from different background
provides a balance of opinions. Further, the Board acts collectively by majority
decisions in accordance with the Articles of Association and the laws, and no single
Director is supposed to make any material decision unless authorized by the Board.

(b)  Disclosure of interest

According to the Articles of Association, if any Director is in any way, directly
or indirectly, interested in a contract or arrangement or proposed contract or
arrangement with the Company (“Interested Director”), he will declare the nature
of his interest to the Board at his earliest convenience.

In addition, such Interested Director shall not vote (nor be counted in the
quorum) on any resolution of the Board approving such contract or arrangement or
other proposal in which he or any of his associates is to his knowledge materially
interested except in certain circumstances as set out in the Articles as summarized in
Appendix V to this prospectus.

However, as a matter of good corporate governance practice, an Interested
Director shall abstain from attending any Board meeting, or the relevant part of the
meeting, at which matter(s) in which he has a material interest is (are) discussed,
unless he is specifically requested to attend or to remain in the meeting by the
Directors who have no interest in such matter(s).

(c)  Participation in Board meeting and voting therein

According to the Articles of Association, each Director is entitled to one vote
in meetings of the Board and a simple majority is required to approve any business
considered therein.
(d)  Participation in general meeting and voting therein

The Articles of Association do not impose any restriction on Shareholders to
attend general meetings of the Company nor to vote on any resolution proposed

therein; however, where the Company has knowledge that any Shareholder, under
the Listing Rules, is required to abstain from voting on any particular resolution of
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the Company or restricted to voting only for or only against any particular
resolution of the Company, any votes cast by or on behalf of such Shareholder in
contravention of such requirement or restriction shall not be counted.

Any transaction between us and the Controlling Shareholders shall be
governed by Chapter 14A of the Listing Rules, which provides that certain
categories of connected transactions shall be subject to independent Shareholders’
approval.

Pacific Success, as a Shareholder, has the right to attend any general meeting
of the Company through its authorized representative. However, it shall not vote on
any resolution proposed at a general meeting in approving any contract or
arrangement or other proposal in which it or Mr. Chan has any material interest
when independent Shareholders” approval is required under Chapter 14A of the
Listing Rules.

Operational Independence

Although the Controlling Shareholders will retain a controlling interest in the
Company after the Listing, the Board has full rights to make all decisions on, and to carry
out, our business operations independently. Although Mr. Chan, being one of the
Controlling Shareholders of the Company, is an executive Director, the Company has its
own management team, of which most members are independent of the Controlling
Shareholders, have served the Company or its subsidiaries for a substantial period of time
and have substantial experience in the industry in which the Company is engaged to
implement our policies and strategies.

We operate independently from the Controlling Shareholders and their respective
associates as (a) we have established our business independent of that of the Controlling
Shareholders; and (b) the business nature of each of the Controlling Shareholders is
distinct from the nature of our business.

We design, source, manufacture and sell high quality business and casual apparel
for men. We have our own design and product development team, and are able to design
and offer our customers stylish, high-end designs for all seasons under our V.E. DELURE
and TESTANTIN brands. We have independent access to production materials and other
supplies for our own production, and independent access to outsourced manufacturers to
outsource our production. None of the Controlling Shareholders is a supplier or
intermediary for our supplies, nor is one of our outsourced manufacturers. Our products
are sold across an extensive distribution network in the PRC and, save for the Chan
Brothers” involvement in our management and operation, in their capacity as Directors,
we have independent access to our customers.

We have registered, or are in the process of applying for the registration of,
trademarks, which are relevant to our operation, particulars of which are set out under the
section headed “Further information about the Company — Intellectual property rights” in
Appendix VI to this prospectus.

No services, premises and facilities will be provided to us by the Controlling
Shareholders and/or their associates.
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Having considered the above, the Directors are satisfied that our business is
independent from the business or investment of the Controlling Shareholders and there is
no competition between the parties. As such, the Directors and the Sole Sponsor are
satisfied that we can operate independently of the Controlling Shareholders and their
respective associates. None of the Directors is interested in any business apart from the
Group’s business, which competes or is likely to compete, either directly or indirectly,
with the Group’s business.

Financial Independence

During the Track Record Period, Mr. Chan provided guarantees and collaterals in
the amount of approximately RMB5.9 million and RMB4.1 million in 2007 and 2008
respectively in favour of the Group. He did not provide any guarantee and collaterals to
the Group in 2009. Save as disclosed in this prospectus, his associates did not provide any
guarantees and collaterals to the Group during the Track Record Period. During the Track
Record Period, Mr. Chan and his associates had not made any loan/advance to the Group.
The Directors confirmed that all non-trade balances with Mr. Chan and his associates have
been fully settled as at the Latest Practicable Date. For details of guarantees and
collaterals provided by related parties for the benefit of the Group, please refer to note
30(c) “Provision of guarantees by related parties” to the Accountants’ Report set out in
Appendix I to this prospectus.

We have our own accounting and finance department and independent financial
system and make financial decisions according to our own business needs. We also have
our own treasury function and independent access to third party financing. The Directors
confirm that as at the Latest Practicable Date, we were not indebted to any of the
Controlling Shareholders. Therefore, upon the Listing, there will be no financial
dependence on the Controlling Shareholders or any of their respective associates.

DEED OF NON-COMPETITION

For the purpose of the Listing, each of the Controlling Shareholders has entered into
the Deed of Non-Competition in favor of the Company (for its own and on behalf of all
members of the Group), pursuant to which each of the Controlling Shareholders,
irrevocably and unconditionally, undertakes and covenants with the Company that with
effect from the Listing Date and for as long as the Shares remain so listed on the Hong
Kong Stock Exchange and he/it, individually or collectively with any other Controlling
Shareholder, is, directly or indirectly, interested in 30% or more of the Shares in issue, or is
otherwise regarded as a controlling shareholder (as defined under the Listing Rules from
time to time) of the Company, each of the Controlling Shareholders shall not, and shall
procure that none of his/its associates (for the purpose of the Deed of Non-Competition,
shall have the meaning as defined under Rule 1.01 of the Listing Rules, but excluding the
Group) (“Associates”) shall:-

(a) directly or indirectly (other than through the Group) engage, participate or
hold any right or interest in or render any services to or otherwise be involved
in any business in competition with or likely to be in competition with our
existing business activity and any business activities undertaken by us from
time to time (the “Restricted Business”) except for the holding of not more
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than 5% shareholding interests (individually or any of the Controlling
Shareholders with their associates collectively) in any listed company in Hong
Kong, provided that (i) at all times there is a holder holding (together, where
appropriate, with its Associates) a larger percentage of the shares in such
listed company than the aggregate shareholding of him/it and/or his/its
Associates in such listed company; and (ii) the aggregate number of his/its
representative on the board of directors of such listed company is not
significantly disproportionate to the percentage of his/its shareholding in
such listed company;

(b) take any direct or indirect action which constitutes an interference with or a
disruption to the Restricted Business including, but not limited to, solicitation
of our customers, suppliers or staff; and

(c) exploit his/its knowledge or information obtained from the Group to
compete, directly or indirectly, with the business carried on by the Group from
time to time.

In addition, each of the Controlling Shareholders irrevocably and unconditionally
undertakes that if he/it, or his/its Associates, receive enqueries of or any actual or
potential business opportunity relating to any of our products and/or services or the
Restricted Business (the “Business Opportunity”) is made available to him/it or his/its
Associate, he/it shall direct or procure the relevant Associate to direct such Business
Opportunity to us (and not to any other person) on a timely basis but in any event no later
than two weeks from the date of receipt of such enquiry or knowledge of such Business
Opportunity together with such required information to enable the Group to evaluate the
merits of the Business Opportunity. The relevant Controlling Shareholder shall provide,
or procure the relevant Associate to provide, us with all such assistance to secure such
Business Opportunity as the Company or the relevant member of the Group may
reasonably require.

The Controlling Shareholders further undertake irrevocably and unconditionally
that they shall not pursue and shall procure that none of their relevant Associates shall
pursue a Business Opportunity unless we decide not to pursue such Business
Opportunity, except for cases where a Controlling Shareholder’s ownership of shares in a
listed company is as set out in the exception mentioned in paragraph (a) above. Any
decision of the Group as to whether to pursue such Business Opportunity shall have to be
approved by the independent non-executive Directors. For the avoidance of doubt, we
shall not be required to pay any fees to any of the Controlling Shareholders and/or their
relevant Associates in relation to the direction of such Business Opportunity.

Each of the Controlling Shareholders further, irrevocably and unconditionally,
undertakes that he/it will provide to the Company all information necessary for the
enforcement of the undertakings or covenants in the Deed of Non-Competition.

Each of the Controlling Shareholders also represents and warrants that neither he /it

nor any of his/its Controlled Companies is currently carrying on or engaging in, directly
or indirectly, any business that competes or may compete with us.
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The Deed of Non-Competition also provides that:

(i)  the Controlling Shareholders shall provide all information necessary for the
annual review by the independent non-executive Directors and the
enforcement of the Deed of Non-Competition;

(ii) the Controlling Shareholders shall make declaration(s) on compliance with
the Deed of Non-Competition in accordance with the requirements under
Appendix 14 (Code on Corporate Governance Practices) and Appendix 23

(Corporate Governance Report) of the Listing Rules; and

(iii) the Controlling Shareholders shall abstain from voting at any general meeting

of the Company if there is any actual or potential conflict of interest.

The independent non-executive Directors will review, at least on an annual basis,
the compliance with the Deed of Non-Competition by the Controlling Shareholders and
their respective Associates, the options, pre-emptive rights or first rights of refusal (if any)
provided by the Controlling Shareholders and their respective Associates on their existing
or future competing businesses. As and when appropriate, the Company will disclose
decisions on matters reviewed by the independent non-executive Directors relating to the
compliance and enforcement of the undertaking (for example, the exercise of options or
first rights of refusal) either through the annual report, or by way of announcements to the
public.

The Deed of Non-Competition will cease to have effect on a Controlling Shareholder
on the earliest of the date on which such Controlling Shareholder, individually or
collectively with any other Controlling Shareholder(s) ceases to be interested, directly or
indirectly, in 30% or more of the Shares in issue, or otherwise ceases to be regarded as a
controlling shareholder (as that term is defined from time to time under the Listing Rules)
of the Company or the Shares cease to be listed on the Hong Kong Stock Exchange.
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DIRECTORS

The Board consists of six members, of whom three are independent non-executive
Directors. The table below sets forth certain information of the Directors:

Name Age Position

Mr. CHAN Yuk Ming 42 Chairman and executive Director

Mr. CHEN Yunan 41 Executive Director

Mr. CHEN Minwen 34 Executive Director

Mr. FONG Wo, Felix 60 Independent non-executive Director

Dr. KO Wing Man 53 Independent non-executive Director

Mr. Kwok Chi Sun, 48 Independent non-executive Director
Vincent

Executive Directors

Mr. CHAN Yuk Ming, aged 42, is the chairman and one of the executive Directors
and is the brother of Mr. Chen Yunan and Mr. Chen Minwen. Mr. Chan was designated as
an executive Director and the chairman of the Board on 18 July 2008 and is also a director
of each of Sunsonic, Richwood, Evergreen International, Evergreen Asia, Master (HK),
Evergreen Guangdong and the general manager of VEDS. He is primarily responsible for
our overall strategies, planning and business development. Mr. Chan graduated from City
Polytechnic of Hong Kong (now known as City University of Hong Kong) with a Degree of
Bachelor of Arts in Public and Social Administration in 1993. Mr. Chan acquired Evergreen
Asia (which was formerly known as Hanbon (Hong Kong) Limited) in 1998 after he left his
post of administration officer in Shun Hing Electronic Trading Co., Ltd. Mr. Chan will
allocate substantially all of his time and resources to our business.

Mr. CHEN Yunan, aged 41, is one of the executive Directors and is the brother of Mr.
Chan and Mr. Chen Minwen. Mr. Chen was designated as an executive Director on 12
February 2010 and is also a director of each of Evergreen Guangdong, Guangzhou
Changyue and Guangzhou Changzhuxing. He is primarily responsible for our general
management and production planning. Mr. Chen has been studying part time Executive
Master of Business Administration (EMBA) at the Lingnan (University) College, Sun
Yat-Sen University since 2009. Mr. Chen was involved in the business operations of
Evergreen Guangdong of which he is currently the general manager. Mr. Chen will
allocate substantially all of his time and resources to our business.

Mr. CHEN Minwen, aged 34, is one of the executive Directors and is the brother of
Mr. Chan and Mr. Chen Yunan. Mr. Chen was designated as an executive Director on 12
February 2010 and is also a director of each of Evergreen Guangdong, Guangzhou
Changyue and Guangzhou Changzhuxing. He is primarily responsible for our sales and
marketing promotion and public relations and activities. Mr. Chen was appointed as
director of Evergreen Guangdong. Mr. Chen will allocate substantially all of his time and
resources to our business.
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Independent Non-executive Directors

Mr. FONG Wo, Felix, BBS, JP, aged 60, was appointed as an independent
non-executive Director of the Company on 8 October 2010. Mr. Fong was the founding
partner of Arculli Fong & Ng (now renamed as King & Wood) and is a consultant of King
& Wood. Mr. Fong received his engineering degree in Canada in 1974 and his law degree
from Osgoode Hall Law School in Toronto in 1978.

Mr. Fong is a member of the law societies of Hong Kong and England, and had been
honorary legal counsels of a number of non-profit organizations in Hong Kong such as
The Chinese Manufacturers’ Association of Hong Kong.

Mr. Fong is currently one of the China-appointed Attesting Officers in Hong Kong
appointed by the Ministry of Justice of China. Mr. Fong undertook a number of
community and social roles, such as the former Chairman of the Chinese Canadian
Association of Hong Kong, Chairman of the Advisory Council on Food and
Environmental Hygiene, chairman of the Liquor Licensing Board, a member of the Hong
Kong Town Planning Board and a member of the Hong Kong Film Development Council.
He is also a director of the Hong Kong Basic Law Institute Limited, a member of
Guangdong Provincial Committee of Chinese People’s Political Consultative Conference
and a director of China Overseas Friendship Association. In the area of education, Mr.
Fong is a founding member and the first director of the Canadian International School of
Hong Kong, and an advisor to the Faculty of Business of University of Victoria in Canada.

Currently, Mr. Fong is an independent non-executive director of a number of listed
companies, namely Kingway Brewery Holdings Limited and SPG Land (Holdings)
Limited, whose stocks are listed on the Hong Kong Stock Exchange, and also China
Oilfield Services Limited, whose shares are listed on the Hong Kong Stock Exchange and
the Shanghai Stock Exchange.

Mr. Fong is a Justice of Peace and was awarded a Bronze Bauhinia Star by the

Government of Hong Kong in recognition of his public service.

Dr. KO Wing Man, BBS, JP, aged 53, was appointed as an independent
non-executive Director of the Company on 8 October 2010. Dr. Ko was formerly the
Director (Professional Services and Human Resources) of the Hospital Authority. He
obtained his Bachelor of Medicine and Bachelor of Surgery degree from the University of
Hong Kong and is a fellow of the Royal College of Surgeons of Edinburgh, the Hong Kong
Academy of Medicine in the speciality of Orthopaedic Surgery, and the Hong Kong
College of Orthopaedic Surgeons. Dr. Ko also serves as a committee member, advisor and

director of a number of public services organizations.
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Currently, Dr. Ko is a director of Hong Kong Red Cross and is the chairman of its
Health & Care Service Management Committee. He is also the chairman of The Hong
Kong Anti-Cancer Society and ECO Foundation. He currently serves as a council member
in Hong Kong Baptist University, and had been the president of the Hong Kong
Association for Integration of Chinese-Western Medicine. He also holds memberships in
the Election Committee of HKSAR, Medical Subsector and Land and Development
Advisory Committee. Dr. Ko had also served as a member of the Commission on Strategic
Development, HKSAR.

Currently, Dr. Ko is also an independent non-executive director of Asia Financial
Holdings Ltd., a company whose shares are listed on the Hong Kong Stock Exchange and
he is also an independent non-executive director of Asia Insurance Company, Limited.

Dr. Ko is a Justice of Peace and was awarded a Bronze Bauhinia Star by the
Government of Hong Kong in recognition of his public service.

Mr. KWOK Chi Sun, Vincent, aged 48, was appointed as an independent
non-executive Director of the Company on 8 October 2010. Mr. KWOK is the sole
proprietor of Vincent Kwok & Co., Certified Public Accountants. He holds a Bachelor’s
Degree in Economics from University of Sydney. Mr. Kwok is a Certified Public
Accountant (Practising) and a member of both the Hong Kong Institute of Certified Public
Accountants and Institute of Chartered Accountants in Australia. Mr. Kwok has more than
23 years of experience in auditing, due diligence review and being the tax representative
for tax filing and investigation cases for numerous companies. Mr. Kwok was previously
employed by Price Waterhouse (now known as PricewaterhouseCoopers) from 1989 to
1995 as its senior audit manager and was also employed by Hopewell Holdings Limited
from 1995 to 1996 and Cathay Pacific Airways Limited from 1996 to 1997 as their internal
audit manager.

Currently, Mr. Kwok is also an independent non-executive director and chairman of
the audit committee of the following listed companies in Hong Kong, namely, Palmpay
China (Holdings) Limited, China Digital Licensing (Group) Limited, Emperor Capital
Group Limited, Magnificent Estates Limited, Shun Ho Resources Holdings Limited and
Shun Ho Technology Holdings Limited.

Each of the independent non-executive Directors confirms that he will allocate
sufficient time and resources to our business.

Save as disclosed, none of the Directors is interested in any business, apart from the
Group’s business, which competes or is likely to compete with the Group’s business as at
the Latest Practicable Date.

SENIOR MANAGEMENT
Mr. LI Chi Fai, aged 44, is the chief financial officer of the Group. He joined the
Group in July 2010 and is responsible for the Group’s financial reporting, financial

management and investor relations. Mr. Li holds a Bachelor of Economics Degree from
Monash University, Australia. He is a member of the Hong Kong Institute of Certified
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Public Accountants and Australian Society of Certified Practising Accountants. He has
more than 10 years of experience in financial auditing and accounting. Prior to joining the
Group, Mr. Li had been the chief financial officer and company secretary of listed
companies including China Kangda Food Company Limited and First Natural Foods
Holdings Limited.

Mr. CHEN Hong, aged 38, is the general vice manager of Guangzhou Changyue. Mr.
Chen joined us in January 2010. Mr. Chen graduated from Beijing Union University with a
bachelor of textile engineering degree in 1995 and Capital University of Economics and
Business with a master of business administration degree in 2001. Mr. Chen has been
engaged in the garment industry for about 15 years and has experience in production,
purchasing, merchandising planning and management of sales operation. Prior to joining
us, he had worked in the sales and marketing department in various companies such as
Beijing Snow Lotus garment manufacturing company, Beijing TM trading Co., Ltd, and
Beijing VICUTU garments Co., Ltd.

Ms. ZENG Shu Juan, aged 37, is our financial controller (PRC). She joined us in
September 2008. Ms. Zeng graduated from Hunan College of Finance and Economics with
a bachelor of finance degree in 1993 and a bachelor of accounting degree in 1995 and holds
a master’s degree in business administration awarded by the Open University of Hong
Kong in 2005. She is a member of the Association of International Accountants and the
Association of Registered Chartered Analysts. Ms. Zeng has experience in financial and
accounting management, as well as ERP of private enterprises. She has about 16 years of
experience in the financial affairs management and had worked in various private
enterprises such as Foshan City Nanhai China Resources Ying Tu Arts & Crafts Ltd., Lange
science and technology limited company, NanHai Wei Hong Model Produce Ltd., Modern
furniture factory of Wugang City and Park green station of Wugang City before joining us.

Mr. YANG Qing, aged 40, is the manager of our finance department in the PRC. Mr.
Yang joined us in April 2000. He graduated from the College of Trade and Finance in
Anhui after passing the relevant professional examinations in accounting in 1996 and was
awarded a professional qualification in accounting by the Ministry of Finance of the PRC
in 2004. He has about 20 years of experience in the field of accounting and finance with
experience in handling finance, accounting and taxation matters and in operating the
finance-related software products and computerized systems.

Ms. CHEN Yan Xia, aged 29, is the assistant to our general manager. She joined us in
May 2000 and was transferred to the current position in 2006. She assists the directors in
managing our Retail Stores and distributors and is frequently involved in the liaison with
department stores in the PRC. She has about 10 years of experience in terminal store sales
and management. She is a daughter of a cousin of the Chan Brothers.

Ms. ZHANG Qiao Ling, aged 35, is our purchasing deputy manager. Ms. Zhang
joined us in March 2001 as the head of the development department and was formally
transferred to the purchasing department and promoted to the position of purchasing
manager in 2007. Ms. Zhang graduated with fashion design qualifications from Jianxi
Garments Institute in 1997. She has over 8 years of experience in clothing design including
the process of clothing production and management.
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Mr. LIU Shao Qing, aged 35, is our chief designer. Mr. Liu joined us in February
2004 as a designer and was promoted to chief designer in 2006. He graduated with
qualifications in fashion design in 2000, and has been engaging in the fashion industry for
over 6 years. He has over 6 years of experience in the processes of design, pattern-making,

garment production and has related working experience.
JOINT COMPANY SECRETARIES

Ms. KWOK Yu Ching, aged 45, has been a joint company secretary of the Company
since 8 October 2010. She is a Director of Corporate Services Division of Tricor Services
Limited. Ms. Kwok, Chartered Secretary, is an Associate of both The Hong Kong Institute
of Chartered Secretaries (“HKICS”) and The Institute of Chartered Secretaries and
Administrators (“ICSA”). She is also a holder of Practitioner’s Endorsement Certificate of
HKICS. Ms. Kwok has been providing professional services to companies listed on the
Hong Kong Stock Exchange for over 20 years. She is a company secretary of Wynn Macau,
Limited. Prior to joining Tricor Services Limited in 2002, Ms. Kwok was the Senior
Manager of Company Secretarial Services of Tengis Limited in Hong Kong, which was a
wholly-owned service company of Ernst & Young at the time.

Ms. CHAN Sau Ling, aged 40, has been a joint company secretary of the Company
since 8 October 2010. She is a Manager of Corporate Services Division of Tricor Services
Limited. Ms. Chan, Chartered Secretary, is an Associate of both HKICS and ICSA. She is
also a holder of Practitioner’s Endorsement Certificate of HKICS. Ms. Chan has been
providing professional services to companies listed on the Hong Kong Stock Exchange for
over 10 years. Prior to joining Tricor Services Limited in 2002, Ms. Chan worked in the
Company Secretarial Services at Tengis Limited in Hong Kong.

DIRECTORS’ REMUNERATION

We reimburse the Directors for expenses which are necessarily and reasonably
incurred for providing services to the Company or executing their functions in relation to
its operations. The executive Directors are also employees and receive, in their capacity as
employees, compensation in the form of salaries and other allowances and benefits in
kind.

During the Track Record Period, the aggregate amount of salaries and other
allowances and benefits in kind paid to the Directors was about RMB581,000, RMB894,000,
RMB1,013,000 and RMB542,000, respectively.

Under the arrangements currently in force, we estimate the aggregate remuneration,
excluding management bonuses, payable to the Directors for the year ending 31 December

2010 to be about HK$1.7 million.

Each of the executive Directors is entitled to a year end bonus of such amount to be
determined by the remuneration committee.
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Further details of the terms of the above service agreements are set out in the section
headed “Disclosure of Interests — Particulars of service agreements” in Appendix VI to
this prospectus.

BOARD COMMITTEES
Audit Committee

The Company established the Audit Committee on 8 October 2010 in compliance
with Rules 3.21 and 3.22 and Appendix 14 to the Listing Rules. The primary duties of the
Audit Committee are to review and supervise the Company’s financial reporting process
and internal control system and to provide advice and comments to the Board. The Audit
Committee consists of three members who are all independent non-executive Directors
and Mr. Kwok Chi Sun, Vincent was appointed as the chairman of the Audit Committee.

Remuneration Committee

The Company established a remuneration committee on 8 October 2010 in
compliance with the Code on Corporate Governance Practices set out in Appendix 14 of
the Listing Rules. The remuneration committee comprises three members, namely, Mr.
Fong Wo, Felix, Dr. Ko Wing Man and Mr. Kwok Chi Sun, Vincent. The remuneration
committee considers and recommends to the Board the remuneration and other benefits
paid to the Directors. The remuneration of the Directors is subject to regular monitoring
by the remuneration committee to ensure that the levels of their remuneration and
compensation are appropriate.

Nomination Committee

The Company established a nomination committee on 8 October 2010 in compliance
with the Code on Corporate Governance Practices set out in Appendix 14 of the Listing
Rules. The nomination committee comprises three members, namely, Mr. Fong Wo, Felix,
Dr. Ko Wing Man and Mr. Kwok Chi Sun, Vincent. The nomination committee considers
and recommends to the Board on the appointment of executive Directors and senior
management staff.

COMPLIANCE ADVISOR

It is expected that the Company will appoint Piper Jaffray Asia as its compliance
advisor upon the Listing in compliance with Rule 3A.19 of the Listing Rules to provide
advisory services to the Company by entering into a compliance advisor’s agreement with
Piper Jaffray Asia, the material terms of which are summarized as follows:

(a) the Company will appoint Piper Jaffray Asia as its compliance advisor for the
purpose of Rule 3A.19 of the Listing Rules for a period commencing on the
Listing Date and ending on the date on which the Company complies with
Rule 13.46 of the Listing Rules in respect of the financial results for our first
full financial year commencing after the Listing Date, or until the agreement is
terminated, whichever is earlier;
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(b)

(c)

(d)

(e)

Piper Jaffray Asia shall provide the Company with services, including
guidance and advice as to compliance with the requirements under the Listing

Rules and applicable laws, rules, codes and guidelines;

the Company shall consult with and, if necessary, seek advice from Piper
Jaffray Asia on a timely basis in the following circumstances:

(i)  before the publication of any regulatory announcement, circular or

financial report;

(ii) where a transaction, which might be a notifiable or connected
transaction, is contemplated including share issues and share

repurchases;

(iii) where the Company proposes to use the proceeds of the Listing in a
manner different from that detailed in this prospectus or where our
business activities, developments or results deviate from any forecast,

estimate, or other information in this prospectus; and

(iv) where the Hong Kong Stock Exchange makes an inquiry of the
Company under Rule 13.10 of the Listing Rules;

the Company will indemnify Piper Jaffray Asia for certain actions against it
and losses incurred by it arising out of or in connection with the performance
by Piper Jaffray Asia of its duties under the agreement; and

the Company will have the right, without compensation (except for amounts
accrued and due prior to termination), to terminate the appointment of Piper
Jaffray Asia as its compliance advisor if its work is of an unacceptable
standard or if there is a material dispute (which cannot be resolved within 30
days) over fees payable by the Company to it as permitted by Rule 3A.26 of
the Listing Rules. Pursuant to the terms of the agreement, Piper Jaffray Asia
will have the right to resign or terminate its appointment without

compensation by service of a one-month written notice to the Company.
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EMPLOYEES
Overview

As at 31 December 2009, the Company had 533 full-time employees. An analysis by
function as at 31 December 2009 is as follows:

Number of Employees

Hong Kong PRC Total
Executive Directors 3 - 3
Administration and Human
Resources 2 15 17
Operation 4 29 33
Activities Planning - 4 4
Engineering - 6 6
Design - 13 13
Quality Control - 10 10
Purchasing - 6 6
Warehouse - 32 32
Information Technology - 4 4
Finance & Account 1 19 20
Factory - 68 68
Retail Stores 14 303 317
Total: 24 509 533

MANAGEMENT STRUCTURE

The following chart sets forth our simplified management structure:

Board of Directors

Senior Management
Heads of Departments

Administrative:

. . . Purchase

. vities . - . Qi .

& Accounting | | Operation Activities Engineering Design Quality and Group Warehouse | | Information
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Relationship with employees

The Directors consider us to have maintained good working relationships with our
employees. We have not experienced any strikes, work stoppages or material labor
disputes which affected our operations.

Staff benefits

In Hong Kong, we operate a defined contribution retirement benefits scheme (“MPF
Scheme”) under the Mandatory Provident Fund Scheme Ordinance (Chapter 485 of the
Laws of Hong Kong) for all of our employees in Hong Kong who joined us after the
commencement of this Ordinance. Contributions are made based on a percentage of the
employees’ basic salaries and are charged to our profit and loss account as they become
payable in accordance with the rules of the MPF Scheme. Our contributions as employer
vest fully with the employees when we contribute to the scheme in accordance with the
rules of the MPF Scheme. We contribute the lower of HK$1,000 or 5% of the relevant
monthly salary to the MPF Scheme, a contribution to be matched by employees.

In China, we participate in the relevant social insurance contribution plans
organized by the relevant local governmental bodies in Guangzhou. In accordance with
relevant PRC laws, the members of the Group in China are required to pay their relevant
employees a monthly social insurance premium covering pension insurance, medical
insurance, unemployment insurance, personal injury and maternity (where applicable).

Share Option Scheme
The Directors (including independent non-executive Directors) and employees are
entitled to participate in the Share Option Scheme. The principal terms of the Share

Option Scheme are summarized in the section headed “Share Option Scheme” in

Appendix VI to this prospectus.
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The authorized and issued share capital of the Company is as follows:
(HK$)
Number of Authorized Shares:

10,000,000,000  Shares 10,000,000

Assuming the Over-allotment Option is not exercised, the share capital of the
Company immediately following the Global Offering will be as follows:

(HK$)
Issued and to be issued, fully paid or credited as fully paid upon
completion of the Conversion and the Global Offering
600,000,000  Shares in issue immediately prior to the 600,000
Completion of the Conversion and the
Global Offering
110,021,763  Shares to be issued pursuant to the 110,021.76
Conversion
236,674,000 Shares to be issued in the Global Offering 236,674
946,695,763  Shares 946,695.76

Assuming the Over-allotment Option is exercised in full, the share capital of the
Company immediately following the Global Offering will be as follows:

(HK$)
Issued and to be issued, fully paid or credited as fully paid upon
completion of the Conversion and the Global Offering
600,000,000  Shares in issue immediately prior to the 600,000
Completion of the Conversion and the
Global Offering
110,021,763  Shares to be issued pursuant to the 110,021.76
Conversion
272,175,000  Shares to be issued in the Global Offering 272,175
982,196,763  Shares 982,196.76
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Assumptions

The above tables assume that the Global Offering has become unconditional and the
issues of Shares pursuant to the Global Offering and the Conversion are made. They do
not account for any Shares which may be allotted and issued pursuant to the exercise of
the options which may be granted under the Share Option Scheme or which may be
allotted and issued or repurchased by the Company under the general mandates referred
to below.

Ranking

The Offer Shares, including the Shares issuable pursuant to the Over-allotment
Option, will rank pari passu in all respects with all other Shares in issue or to be issued as
mentioned in this prospectus, and in particular, will rank in full for all dividends and
other distributions hereafter declared, paid or made on the Shares after the date of this
prospectus.

The Company has conditionally adopted the Share Option Scheme, the principal
terms of which are summarized in the section headed “Share Option Scheme — Summary
of the terms of the Share Option Scheme” in Appendix VI to this prospectus.

GENERAL MANDATE TO ISSUE SHARES

Subject to the Global Offering being unconditional, the Directors have been granted
a general unconditional mandate to allot, issue and deal with unissued Shares with an

aggregate nominal value not exceeding the sum of:

(i)  20% of the total nominal amount of the Shares in issue immediately following
completion of the Global Offering and the Conversion (excluding any Shares
which may be allotted and issued pursuant to the exercise of the
Over-allotment Option); and

(ii)  the total nominal amount of Shares we repurchase by the Company pursuant
to the mandate referred to in the section headed “Share capital — General
mandate to repurchase Shares” below.

The Directors may, in addition to the Shares which they are authorized to issue
under the mandate, allot, issue and deal in the Shares pursuant to a rights issue, or any
scrip dividend shares or similar arrangements providing for allotment and issue of Shares
in lieu of the whole or part of a dividend on Shares in accordance with the Articles or upon
the exercise of any options which may be granted under the Share Option Scheme or other
similar arrangement.
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The mandate will expire:
o at the conclusion of the Company’s next annual general meeting;

. at the expiration of the period within which the Company is required by any
applicable laws of the Cayman Islands or the Articles to hold its next annual
general meeting; or

o when varied or revoked or renewed by an ordinary resolution of the
Shareholders in general meeting,

whichever is the earliest.

For further details of this general mandate, please see the section headed “Further
information about the Company — Written resolutions of all the Shareholders passed on 8
October 2010” in Appendix VI to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the Global Offering becoming unconditional, the Directors have been
granted a general unconditional mandate to exercise all the powers of the Company to
repurchase Shares with a total nominal value of not more than 10% of the total nominal
amount of the Shares in issue immediately following completion of the Global Offering
and the Conversion (excluding any Shares which may be allotted and issued pursuant to
the exercise of the Over-allotment Option).

This mandate only relates to repurchases made on the Hong Kong Stock Exchange
and/or on any other stock exchange on which the Shares are listed (and which are
recognized by the SFC and the Hong Kong Stock Exchange for this purpose), and which
are made in accordance with the Listing Rules. A summary of the relevant Listing Rules is
set out in the section headed “Further information about the Company — Repurchase by
the Company of its own securities” in Appendix VI to this prospectus.

This mandate will expire:
. at the conclusion of the Company’s next annual general meeting;

. at the expiration of the period within which the Company is required by
applicable laws or the Articles to hold its next annual general meeting; or

o when varied or revoked by an ordinary resolution of the Shareholders in
general meeting,

whichever is the earliest.
For further information about the Share Repurchase Mandate, please refer to the

section headed “Further information about the Company — Written resolutions of all the
Shareholders passed on 8 October 2010” in Appendix VI to this prospectus.
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SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, the following persons will, immediately following

completion of the Conversion and the Global Offering and taking no account of any Shares

which may be taken up under the Global Offering or which may be allotted and issued

pursuant to the exercise of the Over-allotment Option or any Shares to be issued pursuant

to the exercise of options which may be granted under the Share Option Scheme, have

beneficial interests or short positions in any Shares or underlying Shares of the Company

which would fall to be disclosed to the Company under the provisions of Division 2 and 3

of Part XV of the SFO:

Number of Shares
(immediately after
completion of the
Conversion and
the Global
Offering but
without taking
into account the
exercise of the

Approximate
percentage of
shareholding in
the Company
(immediately after
completion of the
Conversion and
the Global
Offering but
without taking
into account the
exercise of the

Long/Short Over-allotment Over-allotment
Name position Type of interest Option) Option)
Pacific Success Long position  Beneficial owner 575,022,086 60.74
Mr. Chan Long position  Interestina 575,022,086 60.74
controlled
corporation NV
Admiralfly (Note 2) Long position Beneficial owner 134,999,677 14.26
New Horizon Long position  Interestina 134,999,677 14.26
controlled
corporation ' ¥
Notes:
1. The entire issued share capital of Pacific Success is owned by Mr. Chan. He is deemed to be

interested in the 575,022,086 Shares which will be beneficially owned by Pacific Success upon the

Listing. These 575,022,086 Shares represent the same shareholding interest and are therefore

duplicated between Pacific Success and Mr. Chan.
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2. Pursuant to the Subscription and SP Agreement, the Company issued to Admiralfly Redeemable
Convertible Bonds in the aggregate principal amount of US$25,000,000 which will be
automatically converted to Shares in full on the Listing Date. Based on the number of Shares
which are expected to be in issue immediately upon the Listing, Admiralfly is expected to be
allotted and issued 110,021,763 Shares upon Conversion.

These 134,999,677 Shares include 24,977,914 Shares transferred to Admiralfly pursuant to the
Subscription and SP Agreement. Upon the Listing, together with the Conversion, Admiralfly will
be interested in Shares which represent approximately 14.26% of the enlarged issued Share capital
immediately following the completion of the Conversion and the Global Offering (assuming that
the Over-allotment Option is not exercised).

3. The entire issued share capital of Admiralfly is owned by New Horizon. New Horizon is deemed
to be interested in the 134,999,677 Shares which will be beneficially owned by Admiralfly upon
the Listing. These 134,999,677 Shares represent the same shareholding interest and are therefore
duplicated between Admiralfly and New Horizon.

Save as disclosed herein, so far as the Directors are aware, immediately following
completion of the Conversion and the Global Offering, without taking into account any
Shares that may be taken up under the Global Offering and the Shares that may be allotted
and issued pursuant to the exercise of the Over-allotment Option and the Share Option
Scheme, there are no other persons who will have beneficial interests or short positions in
any Shares or underlying Shares of the Company which would fall to be disclosed to the
Company under the provisions of Division 2 and 3 of Part XV of the SFO, or 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.
NON-DISPOSAL UNDERTAKINGS

Pursuant to Rule 10.07 of the Listing Rules, each of the Controlling Shareholders
has, jointly and severally, undertaken with the Hong Kong Stock Exchange and the
Company that each of them shall not and shall procure that the relevant registered
holder(s) shall not, save as permitted under the Listing Rules:

(1) in the First Six-month Period, whether directly or indirectly, dispose of, or
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/it is shown by this prospectus to be the beneficial owner(s); and

(2) in the Second Six-month Period, dispose of, or 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 it or he is shown by this
prospectus to be the beneficial owner(s), whether directly or indirectly, if,
immediately following such disposal, or upon the exercise or enforcement of
such options, rights, interests or encumbrances, he/it ceases to be regarded as
a Controlling Shareholder.
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Each of the Controlling Shareholders has, jointly and severally, further undertaken
with the Hong Kong Stock Exchange and the Company that, within a period commencing
from the Listing Date and ending on the date on which is the first anniversary of the
Listing Date, he/it will:

(a) when he/it pledges or charges any of the securities of the Company
beneficially owned or ultimately controlled by him/it in favour of an
authorized institution (as defined under the Banking Ordinance (Chapter 155
of the Laws of Hong Kong)) for a bona fide commercial loan, immediately
inform the Company of such pledge or charge together with the number of
securities so pledged or charged; and

(b)  when he/it receives indications, either verbal or written, from the pledgee or
chargee that any of the pledged or charged securities will be disposed of,
immediately inform the Company in writing of such indications.

The Company will inform the Hong Kong Stock Exchange as soon as it has been
informed of matters referred to above by any of the Controlling Shareholders and disclose
such matters by way of announcement pursuant to the requirements under the Listing
Rules as soon as possible.
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New Horizon is a limited liability partnership incorporated and registered in the
Cayman Islands, focusing on equity investments in China. Among other limited partners
of New Horizon, the major limited partners of New Horizon include (i) SBI Holdings Inc.,
an investment company based and listed in Japan, (ii) Glendale Fund Investments Pte.
Ltd., an affiliate of Temasek Holdings Pte. Ltd., (iii) Portland Limited, an affiliate of an
investment company based in the Middle East, and (iv) Skyland Venture Limited, an
affiliate of a holding company specializing in the manufacture and sale of paints and
coatings in Singapore, all of which are Independent Third Parties. New Horizon’s target
industry sectors include advanced manufacturing, new energy, consumer and retail,
biotech and healthcare. Admiralfly is a special purpose vehicle set up and wholly owned

by New Horizon for the purpose of investing in the Company.

Prior to New Horizon’s investment in the Company, New Horizon invested in two
other enterprises in the field of consumer retail. The resources of these projects could be
used as commercial resources such as referral of attractive store locations for the Group
where suitable opportunities arise. While preparing for the Listing, the Company was
approached by New Horizon, the Directors believe its investment in the Company would
provide benefits to the Group by (a) improving the capital structure of our Group and
providing a long-term and stable source of funding to our Group; (b) providing strategic
planning support to the Group by leveraging on the investment experience of New
Horizon in the PRC consumer retail sector; (c) strengthening corporate governance,
management and operations, financial expertise, capital market access, potential merger
and acquisition support and business development of our Group through New Horizon’s
extensive investment experience in both listed and private companies; and (d) reducing
the Group’s reliance on bank borrowings.

The relevant investments of New Horizon in the two enterprises in the field of

consumer retail are:

(i)  an interest of less than 30% in an enterprise which principally engages in the
manufacturing, wholesale and retailing of jade accessories, diamonds and

inlaid precious stone jewellery;
(ii) an interest of less than 25% in an enterprise which principally engages in the
design and production of various types of athletic footwear and the design

and wholesale of other sportswear products or accessories.

The Company confirmed that these two enterprises are not involved in businesses

which compete with that of the Group.
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SUBSCRIPTION AND SP AGREEMENT

On 29 April 2010, the Company, Pacific Success, Mr. Chan and Admiralfly entered
into the Subscription and SP Agreement (as supplemented by the amendment letter dated
25 May 2010) in relation to the Shares Acquisition (as defined below) and the subscription
of the Redeemable Convertible Bonds. On 25 May 2010, (i) Admiralfly acquired from
Pacific Success 24,977,914 Shares, representing approximately 4.163% of the then issued
share capital of the Company and approximately 2.64% of the issued share capital of the
Company upon Listing, at a consideration of US$5,000,000 (equivalent to approximately
HK$38,900,000) (the “Shares Acquisition”). The subscription price per Share under the
Shares Acquisition was HK$1.56 per Share representing a 58.9% discount to the lowest
range of the Offer Price of HK$3.80 per Share and a 66.1% discount to the highest range of
the Offer Price of HK$4.60 per Share, and (ii) the Company issued to Admiralfly the
Redeemable Convertible Bonds in the aggregate principal amount of US$25,000,000
(equivalent to approximately HK$194,500,000) bearing an interest rate of 2% per annum,
in each case, pursuant to the Subscription and SP Agreement. The proceeds from the
Shares Acquisition of US$5,000,000 were received by Pacific Success on 25 May 2010, while
the proceeds of Redeemable Convertible Bonds were received by the Company on 24 May
2010. Under the Subscription and SP Agreement, if the Conversion does not take place, the
Company shall repay to Admiralfly on 31 December 2013 (the “Maturity Date”) such
principal moneys outstanding under the Redeemable Convertible Bonds together with a
premium of 10% per annum on a compound basis.

The Redeemable Convertible Bonds will be automatically converted to Shares in full
on the Listing Date. Admiralfly also has the right (the “Conversion Rights”) to convert
the principal amount into Shares (such Shares, the “Converted Shares”) at any time up to
and including 4:00 p.m. (Hong Kong time) on the Maturity Date. The conversion price will
be approximately HK$1.77 per Share (the “Conversion Price”), and represents
approximately a 53.4% discount to the lowest range of the Offer Price of HK$3.80 per
Share and approximately a 61.5% discount to the highest range of the Offer Price of
HK$4.60 per Share.

Under the Subscription and SP Agreement, the Company cannot repay early or
prepay any part of the outstanding principal amount or redeem the Redeemable
Convertible Bonds prior to the Maturity Date unless agreed by both the Company and
Admiralfly. Admiralfly may give notice to the Company to redeem the Redeemable
Convertible Bonds at its principal amount together with a premium of 10% per annum on
a compound basis, on the face value of the Redeemable Convertible Bonds, if certain
events of default as stated in the Redeemable Convertible Bonds occur, and such default
has not been rectified to the reasonable satisfaction of Admiralfly within seven Business
Days of the notice. According to the Subscription and SP Agreement, such events of
default include, among other matters, (a) at any time prior to the Maturity Date and
provided that Listing has not taken place, any of the provisions in the Definitive
Agreements is violated by any subsidiaries comprising the Group (other than Sunsonic) or
Mr. Chan in a material aspect; or (b) any subsidiaries comprising the Group (other than
Sunsonic) materially defaults on any of its material obligations in respect of the
Redeemable Convertible Bonds; or (c) any subsidiaries comprising the Group (other than
Sunsonic), without prior written consent from the holder of the Redeemable Convertible

- 182 -



FINANCIAL INVESTOR

Bonds holding 75% or more in the principal amount of the Redeemable Convertible
Bonds, engages in or conducts any business which materially differs from the Business
and the total investment by the Group in all such businesses other than the Business
exceeds 30% of the then net asset value of the Group; or (d) any of the Company or Mr.
Chan fails to honour its obligations under the Redeemable Convertible Bonds in a material
aspect; or (e) an occurrence of an insolvency event; or (f) cross-default of other borrowed
money between the Company and/or any subsidiaries comprising the Group (other than
Sunsonic) with third parties; or (g) breach of certain liquidity requirements by the
Company; or (h) make, declare or pay any dividend exceeding 20% of the consolidated net
profit of the Group without the prior consent of Admiralfly; or (i) consolidated net profits
of the Group for the year ending 31 December 2010 is lower than RMB90 million; or (j) any
material departure from the use of funds pursuant to the financial covenants undertaken
by the Company without approval by bondholders collectively holding 75% or more in the
principal amount of the Redeemable Convertible Bonds.

Upon the Listing and conversion of the Redeemable Convertible Bonds, Admiralfly
will be allotted and issued 110,021,763 Shares, representing approximately 11.62% of the
enlarged issued Share capital immediately following the completion of the Global
Offering (based on the number of Shares which are expected to be in issue immediately

upon the Listing and assuming that the Over-allotment Option is not exercised).
The Conversion Price will be adjusted in the following circumstances:—

(i)  if and whenever the Shares by reason of any consolidation or sub-division
become of a different nominal amount, the Conversion Price in force
immediately prior thereto shall be adjusted by multiplying it by the revised

nominal amount and dividing the result by the former nominal amount; or

(ii)  if there is any reduction of the share capital of the Company or any purchase
of the Company’s own Shares or any other variation in the issued share capital
of the Company before the Maturity Date, corresponding alterations (if any)
shall be made to the Conversion Price or the number of Converted Shares to be
issued upon exercise of the Conversion Rights, or any combination thereof, as
the Company’s auditors or the approved merchant bank shall certify in
writing to be in their opinion fair and reasonable; or

(iii) if the Company issues any convertible bonds, rights or any securities
convertible into Shares (the “Convertible Securities”) to any new investor(s)
at a price payable on issue and/or conversion which is less than the prevailing
Conversion Price before the Maturity Date or the Listing, whichever is earlier,
the Conversion Price will be adjusted to the then new conversion price of the
Convertible Securities and the number of Converted Shares to be issued upon
exercise of the Redeemable Convertible Bonds will be increased accordingly;
or

- 183 -



FINANCIAL INVESTOR

(iv)

)

if the Company declares a dividend in assets and/or shares (save as otherwise
stated in the Redeemable Convertible Bonds), a corresponding adjustment (if
any) shall be made to the Conversion Price or the number of Converted Shares
to be issued upon exercise of the Conversion Rights, or any combination
thereof, as the Company’s auditors or the approved merchant bank shall
certify in writing to be in their opinion fair and reasonable; or

if the Company issues any new Shares to any new investor(s) with a valuation
lower than the Conversion Price before the Maturity Date or the Listing,
whichever is earlier, the Conversion Price will be adjusted to the then issue
price and the number of Converted Shares to be obtained upon exercise of the
Redeemable Convertible Bonds will be increased accordingly provided that in
any event the number of Converted Shares to which Admiralfly is entitled
after the adjustment hereunder shall not be less than the original number of
the Converted Shares before such adjustment.

Pursuant to the waiver letter dated 2 August 2010 executed by Admiralfly in favour

of the Company, Mr. Chan and Pacific Success (the “Waiver Letter”), Admiralfly agreed to
waive the rights under circumstances (ii) to (v) mentioned above under the Subscription
and SP Agreement with effect from 25 May 2010. Pacific Success however, undertakes,
among others, that if the Listing does not take place within six months from the date of the
Waiver Letter, Pacific Success shall indemnify and hold Admiralfly harmless from and
against any and all losses it may otherwise suffer under circumstances (ii) to (v) above as
a result of, based upon or arising from Admiralfly’s waiver of any of such rights.

Pursuant to the Subscription and SP Agreement, the following major terms will

a.

survive the Listing:

Post closing adjustment mechanism between Pacific Success and Admiralfly
(the “Adjustment”)

(i) In the event that the difference between the market capitalization of the
Company at the time of the Listing determined by reference to the Offer
Price (the “Market Capitalization”) and the gross proceeds raised by
the Global Offering (the “Capital Raised”) is less than HK$1,600,000,000,
Pacific Success shall transfer to Admiralfly such additional number of
Shares (the “Market Capitalization Adjustment Shares”) calculated in
accordance with the following formula on or before the Listing Date:-

X = A x (HK$1,600,000,000 — (B - C)/ HK$1,600,000,000)
where X is the number of the Market Capitalization Adjustment Shares;
A is the sum of the total number of (a) number of Shares to be

convertible from the Redeemable Convertible Bonds and (b)
24,977,914 Shares;
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(ii)

B is the Market Capitalization under the Global Offering; and
C is the Capital Raised under the Global Offering.

Based on the proposed offer size, the Adjustment will not be triggered if
the difference between Market Capitalization and Capital Raised is not
less than HK$1,600,000,000. In the event that the Adjustment is
triggered, pursuant to the Supplemental Agreement entered into on 2
August 2010 by and among the Company, Pacific Success, Mr. Chan and
Admiralfly, Pacific Success shall only transfer the Market Capitalization
Adjustment Shares to Admiralfly immediately after the expiration of (i)
the lock-up period as imposed by the applicable laws and regulations
and (ii) the lock-up period as agreed between the Underwriters, the
Company and other relevant parties, whichever is longer. The Company
thus confirmed that Rule 10.07 of the Listing Rules will be complied
with.

If (a) the Listing has not occurred on or prior to the delivery by the
Company of the audited financial statements for the year ending 31
December 2010 and (b) the audited consolidated net profits of the Group
for the year ending 31 December 2010 is less than RMB150,000,000,
Pacific Success shall transfer to Admiralfly additional number of Shares
(the “No-IPO Adjustment Shares”) calculated in accordance with the
following formula as soon as practicable after the completion of the
audit of the Group’s consolidated financial statements as at, and for the
year ending, 31 December 2010:

X = (A x (RMB150,000,000/B - 1)) * C
where X is the number of the No-IPO Adjustment Shares;

A is percentage of Shares owned by Admiralfly after exercise by
Admiralfly of the Conversion Rights (A= (a+b)/C, a=24,977,914
Shares, b=number of Shares to be convertible from the
Redeemable Convertible Bonds);

B is the audited consolidated net profits of the Group for the year
ending 31 December 2010; provided that (i) the audited
consolidated net profits of the Group for the year ending 31
December 2010 is less than RMB90,000,000, B shall be
RMB90,000,000 and (ii) in determining the audited consolidated
net profits of the Group for the year ending 31 December 2010, any
accounting impact resulted from the change in the fair value of the
Redeemable Convertible Bonds shall be excluded; and

C is the total number of the aggregate of the outstanding Shares
and such Shares as may be issued upon exercising the Conversion
Rights under the then outstanding Redeemable Convertible
Bonds at the time of calculation.
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The proceeds of Redeemable Convertible Bonds received on 24 May 2010 were
required to be applied towards the preparation and expansion of the Business
whereby (i) 34% of which will be used for the opening of new self-operated
Stores, (ii) 17% of which will be used for the acquisition of existing
distributors” Stores, (iii) 23% of which will be used for the strengthening of
product lines, (iv) 11% of which will be used for advertising and promotion
and the ERP system, and (v) 15% of which shall be used as the working capital
for business expansion. Further, no more than 28.2% of the net proceeds of the
Redeemable Convertible Bonds may be applied towards the repayment of the
existing bank loans if such net proceeds have not been fully utilized towards
the preparation and expansion of the Business. The Company had, since the
receipt of the proceeds from the Redeemable Convertible Bonds on 25 May
2010 and up to and including 30 September 2010, transmitted HK$140,000,000
to Evergreen Guangdong as additional registered capital. Out of such
HK$140,000,000, the Company applied (i) approximately RMB40,855,523 as
working capital for daily business operations, (ii) approximately
RMB35,463,872 for the opening of Stores, including preparation of inventory
and decoration and/or other related expenditures, (iii) approximately
RMB1,637,856 for advertising and promotions and (iv) RMB48,000,000 for
repayment of debt. The Company confirmed that the Group has duly
complied with the financial covenants, including the application of the net
proceeds, under the Subscription and SP Agreement. The unused net proceeds
have been deposited in licensed banks and the Company will apply the
unused net proceeds in accordance with the Subscription and SP Agreement.

If Admiralfly has exercised the Conversion Rights and the Listing does not
take place on or before the Maturity Date, the Company shall procure that the
Converted Shares be acquired on Maturity Date at consideration equal to the
aggregate amount of the number of such Converted Shares multiplied by the
Conversion Price (the “Repurchase Price”) together with a premium of 10%
per annum on a compound basis of the Repurchase Price.

Admiralfly undertook that it would not, and procure that its ultimate
beneficial owner(s) would not, for a period commencing from the Listing Date
and ending on the date which is six months from the Listing Date, directly or
indirectly, offer, lend, sell, contract to sell, pledge, grant any option to
purchase or otherwise transfer or dispose of any Shares acquired pursuant to
the Shares Acquisition and the Converted Shares under the Subscription and
SP Agreement.

Mr. Chan undertook to the Company and Admiralfly that (i) he would not,
save with the prior written consent of Admiralfly and otherwise expressly
provided in the Subscription and SP Agreement, sell, transfer, pledge or
mortgage any of his direct or indirect interest in Pacific Success; (ii) Pacific
Success shall not sell, transfer, pledge or mortgage any of its direct or indirect
interest in the Company; and (iii) he and his associates (collectively, the
“Covenantors”) and any companies in which any of the Covenantors has an
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effective equity interest of more than 40% or management control, shall not
engage in any activities or businesses that compete directly with the Business

or the products manufactured and/or under development by the Group.

A share pledge agreement dated 25 May 2010 (the “Share Pledge Agreement”) was
entered into by the Company, Admiralfly and Pacific Success whereby, among others,
Pacific Success agreed to charge to Admiralfly 142,004,353 Shares (“Pledged Shares”) by
way of first fixed charge. This share pledge will terminate when all the principal amount
of the Redeemable Convertible Bonds are automatically converted upon Listing.

SECURITYHOLDERS” AGREEMENT

Pursuant to the Securityholders” Agreement, the following special terms are given
to Admiralfly and will cease upon the Listing:

a. The right of Admiralfly to nominate, appoint and to remove one director to
the Board (“Investor Director”) and such Investor Director shall resign on the
Listing Date.

b. For so long as the requirement that Admiralfly holds an interest in the
Company, whether in the form of Redeemable Convertible Bonds and/or
Shares, representing 20% or more of the total investment amount of US$30
million (the “Investor Shareholding Requirement”), Mr. Chan shall procure
one director nominated by Admiralfly be appointed to the board of directors
of Evergreen Guangdong.

c. Subject to the fulfillment of the Investor Shareholding Requirement, each of
Pacific Success and Admiralfly has a right of first refusal in the event that

Pacific Success or Admiralfly wishes to sell Shares to any third parties.

d.  Subject to the fulfillment of the Investor Shareholding Requirement,
Admiralfly has a tag-along right in the event that either Mr. Chan or Pacific
Success wishes to dispose of their direct or indirect interests in the Shares
(“Disposing Shareholder”) to any third parties, resulting in their legal or
beneficial, direct and indirect, ownership in the Shares collectively falling
below 51% of the issued share capital of the Company, the Disposing
Shareholder shall promptly notify Admiralfly of the identity of the relevant
third party purchaser(s) in the relevant share transaction. Admiralfly shall be
entitled to consider at its sole discretion converting the Redeemable
Convertible Bonds and have the right to dispose all of or part of its Converted
Shares to such third party on identical terms and timing as the transaction
between such third party and the Disposing Shareholder.

- 187 -



FINANCIAL INVESTOR

e. In relation to the disclosure of financial information of the Company, the
Company shall provide Admiralfly with periodic management accounts,
annual audited accounts and the Company will meet with Admiralfly for
quarterly and annual business reviews.

f. The Securityholders’ Agreement will terminate upon Listing, except for the
following terms, which will survive such termination:-

(i)  each of Pacific Success and Admiralfly will comply with any restrictions
on the transfer and encumbrance of the Shares and the Shares issued
upon Conversion that the Stock Exchange or regulator or the sponsor of
the Company under the Listing determines to be necessary or

appropriate; and

(ii) the confidential obligations which provides that the parties of the
Securityholders” Agreement only use the confidential information for
the purposes of the Business or to make decisions regarding its
investment in the Company and none of the parties of the
Securityholders” Agreement shall disclose any confidential information
or allow such information to be disclosed to any third party except to
officers, employees and consultants or advisors of each party of the
Securityholders” Agreement who are required to know (and only to the
extent that each is required to know) for the purposes mentioned above.

New Horizon will maintain its role as a financial investor of the Group before and
after Listing. Upon Listing, New Horizon will not be entitled to any information rights to
the specific information of the Group, that other independent Shareholders do not have.
Admiralfly exercised its right to appoint the Investor Director pursuant to the
Securityholders” Agreement by appointing Mr. Zou Jianming to the Board in May 2010. As
at the Latest Practicable Date, Mr. Zou resigned as a Director.
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You should read the following discussion and analysis of our financial condition and
results of operations together with our consolidated financial statements as at and for the years
ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2009 and 2010 and
accompanying notes set forth in “Appendix I — Accountants” Report” to this prospectus and
other financial information appearing in this prospectus. Our consolidated financial
statements as at and for the six months ended 30 June 2009 have not been audited. Our
consolidated financial statements have been prepared in accordance with IFRS.

The following discussion and analysis contains forward-looking statements that
involve risks and uncertainties and accordingly, you should not place undue reliance on any
such statements. These statements are based on assumptions and analyses made by us in light
of our experience and perception of historical trends, current conditions and expected future
developments, as well as other factors we believe are appropriate under the circumstances.
However, whether actual outcomes and developments will meet our expectations and
predictions depend on a number of risks and uncertainties over which we do not have control.
Our future results of operations and financial condition could differ materially from those
discussed in this prospectus. For factors that could cause or contribute to such differences,
please refer to the section titled “Risk Factors” and elsewhere in this prospectus.

OVERVIEW

We are one of the leading menswear enterprises and brands operators in the PRC
owning and managing two brands, V.E. DELURE and TESTANTIN, covering the
middle-upper to high-end segments of the menswear market. According to the Frost &
Sullivan Report, our V.E. DELURE brand was among the top three brands in terms of retail
revenue for each of the two years ended 31 December 2008 and 2009 and the six months
ended 30 June 2010 within the high-end business formal and casual menswear market in
the PRC with a corresponding market share of 3.8% in 2008 and 2009 and 4.2% for the six
months ended 30 June 2010, respectively. We launched our V.E. DELURE brand in 2000,
targeting the high-end business formal and casual menswear market. We launched our
TESTANTIN brand in 2005, targeting the middle-upper fashion casual menswear market.
Our V.E. DELURE brand, inspired by French craftsmanship and elegance, offers business
formal and casual menswear and accessories targeting affluent and successful men
between the ages of 35 to 50 and has a brand theme of “Love.” Our TESTANTIN brand
offers contemporary and chic casual menswear and accessories targeting younger and
more fashion conscious men between the ages of 25 to 40 and has a brand theme of
“artistic expression and simplicity.” According to the Frost & Sullivan Report, the
middle-upper fashion casual and high-end business formal and casual menswear market
in the aggregate constituted around 7.3% of the entire menswear market in China in the
year ended 31 December 2009.

We have established a nationwide retail network in the PRC. According to the Frost
& Sullivan Report, our V.E. DELURE brand ranked second in terms of the number of retail
stores among the top ten high-end business formal and casual menswear brands ranked
by retail revenue in the PRC as at each of 31 December 2008 and 2009 and 30 June 2010. As
at 31 December 2007, 2008 and 2009 and 30 June 2010, we had 167, 242, 259 and 268 Retail
Stores, respectively, of which 120 sold products under the V.E. DELURE
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brand and 47 sold products under the TESTANTIN brand in 2007, 184 sold products under
the V.E. DELURE brand and 58 sold products under the TESTANTIN brand in 2008, 197
sold products under the V.E. DELURE brand and 62 sold products under the TESTANTIN
brand in 2009 and 202 sold products under the V.E. DELURE brand and 66 sold products
under the TESTANTIN brand as at 30 June 2010. As at 31 December 2007, 2008 and 2009
and 30 June 2010, we had 60, 101, 90 and 88 distributors, respectively (out of which 3, 11, 9
and 9 operated both V.E. DELURE and TESTANTIN Stores respectively), and 6, 6, 7 and 7
sub-distributors, respectively. The growth in the number of our Retail Stores slowed down
in 2009 primarily due to our decision to consolidate our position in 2009 rather than
pursuing a more active expansion path in light of the global economic crisis. In particular,
for our V.E. DELURE brand, we focused on increasing self-operated Retail Stores in 2009
as opposed to distributor-operated Stores.

During the Track Record Period, we primarily utilized two distribution channels to
manage our self-owned brands: (i) our self-operated Retail Stores; and (ii) Retail Stores
operated by distributors and sub-distributors. For self-operated Retail Stores, we source
products and sell to end customers. For Retail Stores operated by distributors, we enter
into distributorship agreements with distributors, pursuant to which they purchase
products from us and then sell to end customers in general. In addition, commencing in
2009, we started to make sales to corporate purchasers that purchased large volumes of
made-to-order products from us. Sales made through this channel continued in the six
months ended 30 June 2010. For further information on our distribution channels, please
refer to the section headed “Business — Sales and Distribution” in this prospectus.

Regardless of the distribution channel, it is our strategy to locate our Retail Stores in
prestigious shopping areas, which are usually located in close proximity to competing
menswear brands. Currently, a significant portion of our Retail Stores are located in
established department stores and shopping malls. Generally speaking, we believe these
department stores and shopping malls act as a vetting mechanism and only allow brands
that they consider to be well-regarded. Therefore, we believe the fact that a significant
portion of our Retail Stores are located in these shopping areas is a positive reflection of
the reputation of our brands and the quality of our products. We strive to have our Retail
Stores for each brand designed and decorated to present a consistent and distinctive brand
image from the design and color of the Stores to the merchandise display.

As at 30 June 2010, out of our 202 V.E. DELURE Stores, 71 were operated by us and
131 were operated by our distributors. Out of our 66 TESTANTIN Stores, 13 were operated
by us, 53 were operated by distributors (eight of which were operated by one distributor
through its sub-distributors). As at 30 June 2010, over 80% of the Retail Stores directly
operated by us are located in tier one and tier two cities in the PRC, such as Beijing,
Shanghai, Tianjin, Changchun, Xi’an, Nanjing, Shenzhen and Guangzhou, and in Hong
Kong. In 2008 and 2009 and the six months ended 30 June 2010, sales generated by our
self-operated Stores for our V.E. DELURE and TESTANTIN products accounted for
approximately 34.8%, 38.8% and 41.0% of our total sales, respectively. Most of our
self-operated Stores are operated under the following type of arrangement. We enter into
cooperation agreements or lease agreements with department stores and shopping malls,
which govern the operation of our self-operated Stores, in particular, the collection of
sales proceeds. Generally, the department stores and shopping malls charge a fixed fee or
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a percentage of the sales turnover of our Stores as commission subject to an agreed
monthly or annual minimum commission amount determined based on an agreed
minimum sales target of the relevant Store. For further details on the major terms of these
cooperation agreements or lease agreements, please refer to the section headed “Business
— Sales and Distribution — I. Self-operated Stores” in this prospectus. On the other hand,
our distributorship agreements set out terms with respect to geographic exclusivity,
duration, product exclusivity, pricing and discount, use of the our brand names and store
design, among other terms. For further details on the major terms of our distributorship
agreements, please refer to the section headed “Business — Sales and Distribution — II.
Distribution by distributors/sub-distributors — Major terms of the distributorship
agreements” in this prospectus.

To enhance our distribution management ability, as at the Latest Practicable Date, at
our request, our relevant distributor has terminated all of its sub-distributorship
agreements for our products with its sub-distributors. Instead, those sub-distributors
have entered into direct distributorship agreements with us. The Directors have
confirmed that we will no longer allow our distributors to appoint sub-distributors going
forward.

We have grown rapidly during the Track Record Period. Our revenue grew from
RMB193.9 million for the year ended 31 December 2007 to RMB340.4 million for the year
ended 31 December 2008 and RMB409.0 million for the year ended 31 December 2009. Our
revenue grew from RMB136.7 million for the six months ended 30 June 2009 to RMB249.2
million for the six months ended 30 June 2010. Our profit attributable to equity holders
increased from RMB49.2 million for the year ended 31 December 2007 to RMB60.5 million
for the year ended 31 December 2008 and RMB104.9 million for the year ended 31
December 2009. Our profit attributable to equity holders increased from RMB16.7 million
for the six months ended 30 June 2009 to RMB70.3 million for the six months ended 30 June
2010.

BASIS OF PRESENTATION

The Company is an exempted company incorporated in the Cayman Islands with
limited liability on 26 June 2008. The initial authorized share capital of the Company was
US$50,000.00 divided into 50,000 shares of US$1 each. It became our holding company as
a result of the Reorganization as described in the section headed “Further information
about the Company — Corporate reorganization” in Appendix VI to this prospectus. Prior
to the incorporation of the Company, our menswear businesses were carried out by the
subsidiaries, of which we are now comprised and which were and are controlled by Mr.
Chan. Accordingly, our financial information prior to the completion of the
Reorganization as set out in Appendix I “Accountants’ Report” to this prospectus has been
prepared on a combined basis by applying the principles of the pooling-of-interests
method. Please refer to note 2 “Basis of Presentation and Preparation” to the Accountants’
Report set out in Appendix I to this prospectus for further description of such basis. The
financial information of subsidiaries acquired or disposed of by us during the Track
Record Period is accounted for from or to their effective dates of acquisition or disposal.
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The pooling-of-interests method of accounting involves incorporating the financial
statement items of the combined entities or businesses in which the common control
combination occurs as if they had been combined from the date when the combined
entities or businesses first came under the control of the controlling party. In our
consolidated statements of financial position for the Track Record Period, the net assets of
our subsidiaries are combined using the existing book values from the controlling party’s
perspective. No amount is recognized in respect of goodwill or any excess of acquirer’s
interest in the net fair value of the acquirees’ identifiable assets, liabilities and contingent
liabilities over cost at the time of the common control combination, to the extent of the
continuation of the controlling party’s interest. Our consolidated income statements for
the Track Record Period include the results of each of our subsidiaries from the earliest
date presented or since the date when the combined entities or businesses first came under
common control, where this is a shorter period, regardless of the date of the common
control combination. All of our significant intra-group balances and transactions are
eliminated in full on consolidation.

FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND FINANCIAL
CONDITION

Our results of operations and financial condition have been, and will continue to be,
affected by a number of factors, including those set out below.

Economic growth in the PRC

We conduct most of our operations in the PRC. The growth in per capita annual
disposal income of households in the PRC helps to drive consumer spending, which, in
turn, affects the level of demand of our products. Due to economic reforms, China’s
nominal GDP has experienced growth at a CAGR of 17.1% from 2006 to 2009. China’s
nominal GDP grew from RMB21,192.4 billion in 2006 to RMB34,050.7 billion in 2009
according to Frost & Sullivan. The global financial crisis which commenced in 2008 has
impacted China’s export and foreign investment. To relieve the impact of the slowdown in
economic growth, the Chinese government released a series of economic stimulus
packages, including the Four-Trillion-Yuan Economic Stimulus Package, the
Revitalization Plans of Ten Key Industries, and implemented loose monetary policy in
2008 and 2009. Temporarily affected by the global financial crisis, the Chinese economy
has shown signs of revival. According to Frost & Sullivan, although the growth rate
dropped in 2008 and 2009 due to the effect of the global financial crisis, China’s per capita
nominal GDP is expected to sustain moderate growth and reach RMB38,975 by 2013,
fueled by increasing domestic investment and consumption. The Directors expect that our
results of operations will continue to be significantly affected by economic growth in the
PRC. Any future slowdowns or declines in the PRC economy or consumer spending may
adversely affect our business and results of operations.

Urbanization in the PRC
In the 1980s, China developed a blueprint to build a moderately-prosperous nation

by the beginning of the 21st century, which depicted a moderately developed modern
society with overall improvement in the economy and people’s living standards.
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Accelerating urbanization is one of the important features of China’s modernization.
Three decades have passed since China carried out its economic and social reform, which
have brought an increasing number of cities and an urban population. The urbanization
rate in China has gradually increased during the past years. China’s urban population has
risen since the 1990s. From 2006 to 2009, the level of urbanization in China increased from
43.9% to 46.6% according to Frost & Sullivan. Urbanization trends changed the mindset of
urban residents considerably. As cities have grown, urban residents” income has steadily
increased, offering a better living, working and investment environment. Urban cities
have been at the center of the convergence of high-caliber talent and have become
destinations for new ventures and investment. The inflow of talent and investments has
boosted the development of China’s cities, which in turn has increased the personal
income of urban households. Our Directors believe that the increased purchasing power
of the urban population has contributed to the growth of our business because our V.E.
DELURE brand targets affluent and successful men between the ages of 35 to 50 and our
TESTANTIN brand targets younger and more fashion conscious men between the ages of
25 to 40. Both of these population groups tend to have a concentration in urban cities
where our Retail Stores are located. In 2009, the per capita annual disposable income of
urban households was RMB17,175.0, up by 46.1% from 2006, with a CAGR of 13.5%
according to Frost & Sullivan. Our Directors expect that our results of operations will
continue to be significantly affected by the urbanization of the PRC. Any future
slowdowns or declines in the PRC’s urbanization may adversely affect our business and
results of operations.

Pricing of our products and cost control measures

The Directors believe that successful brand management of our brands over the
years has enabled us to enjoy premium pricing in the PRC middle-upper to high-end
menswear market. To maintain success in our operations, we must preserve our ability to
price products at a premium.

Our pricing policy is based primarily on costs, market demand, competition from
comparable brands and other factors including the product type and category, anticipated
market reaction towards the product, whether the product’s fabric materials and
craftsmanship are unique and whether the product has its own characteristics and theme.

The Directors also recognize the importance of effective cost control on our ability to
maintain our gross profit. We compare the quotes from raw material suppliers and
outsource manufactures of comparable qualities and select the more competitive bid,
place volume orders or orders of bulk purchase to gain leverage in price negotiations, and
purchase products with steady and long lasting sales performance during the low season
to take advantage of favorable pricing.

Our pricing strategy and cost control measures contributed to our attractive profit
margins over the Track Record Period. Our gross profit margin amounted to about 54.5%,
59.7%, 60.6% and 67.0%, while our operating profit margin amounted to about 26.0%,
25.5%, 34.2% and 36.5% for the three years ended 31 December 2007, 2008 and 2009 and the
six months ended 30 June 2010, respectively. Our ability to maintain such pricing strategy
and cost control measures may significantly affect our business, results of operations and
prospects of revenue and gross profit.
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Retail network

As part of our expansion strategy, we plan to continue increasing our number of
Retail Stores in the PRC. We expect that our revenue will increase with an increase in the
number of our Retail Stores. In order to preserve the middle-upper to high-end brand
image of our products, we are selective in our choice of location for new Retail Stores, as
we believe strategic positioning of retail outlets will lead to increased sales volumes.
There is no assurance that the intended expansion of our retail network can be achieved or
will be profitable. Our operating costs may be adversely affected by any such expansion.

Our ability to differentiate us from our competitors

The demand for middle-upper to high-end menswear in the PRC has grown rapidly
in recent years, in line with the general economic growth of the PRC. The Directors believe
that middle-upper to high-end menswear is highly competitive in the PRC market
including international and domestic brands, which compete in, among other things,
brand loyalty, product variety, product design, product quality, marketing and promotion,
and distribution network coverage. The Directors believe that we must continue to meet
these competitive challenges by implementing brand differentiation strategies, such as
unique, exclusive and effective marketing campaigns, introduce design elements to our
products consistent with our brand image, and innovative customer service strategies.

Our ability to continuously maintain and enhance brand recognition & awareness

Our financial condition and results of operations will also be affected by our ability
to continuously maintain and enhance brand recognition and awareness. In regards to
brand recognition, the Directors believe that our success will depend on (i) our extensive
and fast-growing retail network, (ii) the image and services of our Retail Stores, and (iii)
unique, exclusive and effective marketing campaigns.

Business performance of shopping malls, department stores and distributors and our
working relationship with them

We, along with our distributors, sell our products to end consumers primarily
through shopping malls and department stores in the PRC. Our ability to increase sales is
directly affected by (i) the performance of such shopping malls and department stores and
(ii) the number of retail outlets in PRC shopping malls and department stores.

We plan to increase the number of our Retail Stores in the future. If we and our
distributors cannot or do not continue to add Retail Stores in shopping malls and
department stores, our results of operations may be materially and adversely affected.

Cost of raw materials

One of the major components of our cost of sales is the cost of raw materials. The
amount of cost of sales related to the purchase of raw materials was approximately
RMB18.8 million, RMB33.5 million, RMB39.4 million and RMB17.0 million for the three
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010,
respectively.
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The cost of some key raw materials is affected by several factors, such as
fluctuations in commodity prices, purchase volume and the availability of substitute
materials. We do not enter into long-term agreements with our raw material suppliers.
Fluctuations in the cost of raw materials and our ability to pass on any increase in costs to
our customers will affect our cost of sales and gross profit margins.

Seasonality and weather

Our business is affected by seasonal trends, with significantly higher levels of sales
for our winter and autumn collections, and lower levels of sales for our spring and
summer collections. Changes in the weather patterns may also affect consumer purchase
behavior. As a result, comparisons of our sales and operating results between different
periods within a single year, or between different periods in different financial years, are
not necessarily meaningful and cannot be relied on as indicators of our performance. Our
revenue and inventory levels are therefore affected by any corresponding changes in
consumer behavior due to seasonality effects.

Purchase costs of outsourced products and external production arrangements

We outsource the production of most of our apparel and accessory products to
Independent Third Party outsourced manufacturers. During the Track Record Period, we
also purchased products under licensed brands, namely, Harmont & Blaine and CARTIER,
the costs of which were included in the purchase costs of outsourced products. The
amount of cost of sales related to the purchase of outsourced products was approximately
RMB68.8 million, RMB98.3 million, RMB119.4 million and RMB64.2 million for the three
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010,
respectively, constituting the largest component of our cost of sales. We believe that our
outsourcing arrangements allow us to leverage the expertise and resources of outsourced
manufacturers, enhance flexibility for future business expansion and development and
allow us to conduct an independent quality inspection of our products. We rely on our
outsourced manufacturers for the production of a significant portion of our products and
any disruption of outsourced products would materially and adversely affect our business
and results of operations. Also, since we do not enter into long-term agreements with our
outsourced manufacturers, our cost of sales and our results of operations will be subject to
fluctuations in the cost of outsourced products and our ability to pass on any increased
cost to our customers.

Taxation

Our future profits will be affected by changes in tax rates, particularly the
applicable tax rates in the PRC as we carry out the majority of our business and derive
most of our revenue and profits from the PRC.

Pursuant to the approval from the tax bureau, Evergreen Guangdong was exempted
from the corporate income tax for its first two profit-making years and is entitled to a 50%
tax reduction in the succeeding three years. The first profitable year of Evergreen
Guangdong was 2006. Therefore, Evergreen Guangdong was exempted from corporate
income tax in 2006 and 2007 and subject to the reduced rate of 12.5% for each of the two
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years ended 31 December 2008 and 2009 and also the year ending 31 December 2010.
Beginning on 1 January 2011 and every year thereafter, Evergreen Guangdong will be
subject to a corporate income tax rate of 25%.

There can be no assurance that the current favorable tax policies available to us will
not be withdrawn or revoked by the PRC government or become less favorable.

CRITICAL ACCOUNTING POLICIES, ESTIMATES AND JUDGMENTS

The methods, estimates and judgments the Directors use in applying our accounting
policies have a significant impact on our financial position and operating results. Some of
the accounting policies require us to make estimates and judgments about matters that are
inherently uncertain. The following sections discuss the accounting policies applied in
preparing our financial information that the Directors believe are most dependent on the
application of these estimates and judgments, and, in addition, certain other accounting
policies that we believe are material to an understanding of our financial information.

Property, plant and equipment and depreciation

Property, plant and equipment is stated at cost less accumulated depreciation and
any impairment losses.

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. Expenditures incurred after items of property, plant and
equipment have been put into operation, such as repairs and maintenance, are normally
charged to the income statement in the period in which they are incurred. In situations
where it can be clearly demonstrated that an expenditure has resulted in an increase in the
future economic benefits expected to be obtained from the use of an item of property, plant
and equipment, and where the cost of the item can be measured reliably, the expenditure
is capitalized as the carrying amount of that 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 depreciation.

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:

Plant and machinery 18.00% — 19.00%
Leasehold improvement 33.33% — 57.14%
Office and other equipment 18.00% — 33.00%
Motor vehicles 9.70% - 19.00%

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 balance sheet date.
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An item of property, plant and equipment and 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
the income statement in the year the asset is derecognized is the difference between the
net sales proceeds and the carrying amount of the relevant asset.

Income tax

Determining our income tax provision involves judgments about the future tax
treatment of certain transactions and interpretation of tax rules. The Directors have
carefully evaluated the tax implications of transactions in which we engage and tax
provisions are set up accordingly. The tax treatment of such transactions is reconsidered
periodically to take into account all changes in tax legislation.

Inventories

Inventories are stated at the lower of cost and net realizable value. Cost is
determined on the weighted average basis and, in the case of work in progress and
finished goods, comprises direct materials, direct labor and an appropriate portion of
overhead. Net realizable value is based on estimated selling prices less any estimated
costs to be incurred upon completion and disposal.

We carry out physical stock counts from time to time to identify obsolete or
damaged goods. Our senior management performs reviews of the carrying amounts of
inventories with reference to their categories, year of design, historical discount rates and
the saleability assessment and management experience and judgment. Based on this
review, a write-down of inventories is made when the carrying amounts of inventories
decline below their estimated net realizable value and we have consistently applied this
policy throughout the Track Record Period. Due to changes in market conditions, actual
net realizable value of goods may be different from estimation and profit or loss could be
affected by differences in this estimation.

Revenue recognition

Provided it is probable that the economic benefits will flow to us and the revenue
can be measured reliably, revenue is recognized in the income statement as follows:

(a) from the sale of goods, net of value added tax, allowances for returns and
trade discounts/rebates, when the significant risks and rewards of ownership
have been transferred to the buyer, provided that we maintain neither
managerial involvement to the degree usually associated with ownership nor
effective control over the goods sold and, further, no recognition of revenue is
made if there are significant uncertainties regarding recovery of the invoiced
amount due, associated costs or the possible return of goods. The (i)
adjustments on actual sales return made by customers and (ii) estimation of
the sales return on goods sold by the management at the end of each reporting
period based on past experience and other relevant factors (including but not
limited to the length of time of the period for which the customers are entitled
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for returns), are recognized against the sales revenue. The relevant cost of
goods sold and closing inventory are also adjusted accordingly. For our Retail
Stores operated under concessionaire sales arrangement with shopping malls
and department stores and other self-operated Retail Stores, revenue is
recognized when the products are paid by and passed to the consumers. We
usually receive sales proceeds, after deducting the relevant concessionaire
commissions, from the shopping mall and department stores within one to
three months after the month when sales occur. For sales to distributors and
multi-brand or other distributors, revenue is recognized when we deliver
their orders to them. We usually require the distributors to pay certain
percentages of the sales proceeds before we deliver their orders, and receive
the remaining sales proceeds in one to three months after delivery. Details of
settlement of payments of our goods sold are more particularly set forth in the
section headed “Business — Cash and Credit Control” in this prospectus; and

(b) interest income, on an accrual basis, using the effective interest method by
applying the rate that discounts the estimated future cash receipts through the
expected life of the financial instrument to the net carrying amount of the
financial asset.

Trade and other receivables

Trade and other receivables are initially recognized at fair value and thereafter

stated at amortized cost less impairment losses for bad and doubtful debts.

Trade and other receivables are reviewed at each balance sheet date to determine
whether there is objective evidence of impairment. In relation to trade receivables, a
provision for impairment is made when there is objective evidence (such as the
probability of insolvency or significant financial difficulties of the debtor and significant
changes in the technological, market, economic or legal environment that have an adverse
effect on the debtor) that we will not be able to collect all of the amounts due under the
original terms of an invoice. The carrying amount of our receivables is reduced through
the use of an allowance account. Impaired debts are when they are assessed as
uncollectible.

PRINCIPAL INCOME STATEMENT COMPONENTS
Revenue

During the Track Record Period, we generated revenue mainly from the sales of our
products under the brands of V.E. DELURE and TESTANTIN in the PRC and Hong Kong,
primarily through self-operated Stores or Stores operated by distributors and
sub-distributors. We also generated revenue from operating Stores in the PRC for the
licensed brands, CARTIER and Harmont & Blaine.
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The following table sets out a breakdown of our revenue in terms of brands and

sales channels (for self-owned brands) for each of the three years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2009 and 2010:

Revenue Year ended 31 December Six months ended 30 June

IL

2007 2008 2009 2009 2010
(RMB %oftofal -~ (RMB %oftfotal ~ (RMB %oftotal  (RMB %oftotal  (RMB % of tofal
million)  revenwe — million)  revenwe — million)  revenwe  million)  revenwe  million)  revene

(unaudited)

By brand
Self-owned brands
V.E DELURE
Self-operated Stores 392 202 845 49 1374 336 81 %2 908 304
Distributors 1081 58 149 455 1576 385 59 87 1133 45
Corporate sales - - - - 6.0 15 14 10 21 08
Sub-total 147.3 76.0 2394 704 3010 73.6 1024 749 206.2 827
TESTANTIN (Note 1)
Self-operated Stores 06 106 338 99 211 52 76 56 114 46
Distributors 6 112 12 11 645 157 140 102 192 77
Sub-total 22 18 B0 0 86 209 6 158 30.6 123
Self-owned brands

total 1895 978 J44 94 366 945 1240 907 2368 %.
Licensed brands

(Note 2)
CARTIER - - 88 26 155 38 71 52 101 41
Harmont & Blaine 44 22 172 50 69 17 56 41 23 09
Licensed brands total 44 12 260 7.6 04 55 127 93 124 50
Total 1939 1000 3404 1000 4090 1000 1367 1000 2492 100.0
By sales channel (for

self-owned brands)

(Note 3)
Self-operated Stores 598 308 1183 348 1585 388 %7 408 102.2 410
Distributors 197 670 191 576 mi o 542 69 489 1325 5.
Corporate sales - - - - 6.0 15 14 10 21 08
Sub-total 1895 978 Ji4d 924 3866 945 1240 907 2368 95.0
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Notes:

1. The sales of TESTANTIN products through TESTANTIN self-operated Stores decreased in the
year ended 31 December 2009 primarily because we launched a series of promotional events at
our TESTANTIN self-operated Stores in Hong Kong offering 10% to 60% discounts to customers in
2009 in response to the highly competitive retail market in Hong Kong and the generally difficult
economic environment in Hong Kong as a result of the global economic crisis and the closing of
two TESTANTIN stores in Hong Kong in late 2008. Our sales to TESTANTIN distributors
increased in the year ended 31 December 2009 mainly because (i) the full year effect of our sales to
certain distributors in 2009 appointed in 2008 that did not operate through Retail Stores; (ii) the
full-year effect in 2009 arising from the 15 newly-opened TESTANTIN Stores operated by the
distributors located in the PRC in 2008; and (iii) the number of TESTANTIN Stores operated by the
distributors located in the PRC increased from 47 as at 31 December 2008 to 51 as at 31 December
2009. The four newly-opened Stores in 2009 were opened in the second half of 2009 when the
economic conditions after the financial crisis began to improve.

2. From August 2004 to August 2009, we acted as the sole distributor for an Italian menswear brand,
Harmont & Blaine, in the PRC. The distributorship agreement for the Harmont & Blaine brand
expired in August 2009. According to the distributorship agreement, we had nine months to sell
the remaining stocks after the agreement was terminated. Beginning in early 2008, we started to
act as an authorized dealer of CARTIER accessories which are sold in two CARTIER Stores, one in
Fuzhou and the other in Nanning, both of which are operated by us. In September 2010, we
opened our third CARTIER Store in Xiamen.

3. Our customers consisted of end customers and distributor customers. Our end customers include
retail customers that purchased products directly from us through our self-operated Stores and
corporate customers that purchased large volume made-to-order products directly from us
through our corporate sales. Our distributor customers purchased products from us and then sell

to the end customers.

The following table sets out a breakdown of our revenue by product segments,
namely apparels and accessories, for each of the three years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2009 and 2010:

Revenue Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
Apparel Accessories  Apparel Accessories  Apparel Accessories  Apparel Accessories  Apparel Accessories
(RMB000) (RMB'000) (RMB000) (RMB'000) (RMB000)
(unaudited)

VE. DELURE 141218 6059 2887 1049 287 128 9T9B 4406 192517 136
TESTANTIN 39,126 5M6 042 4od6 8178 304 975 1906 2043 4169
CARTIER - - - §,791 - 148 - 7092 - 1007
Harmont & Blaine 4,265 165 159 1,254 6,352 536 5,209 415 2,08 139
Sub-total 184,609 90 A8 BI0 6T T 122899 13818 211 808
Total 193,879 340,408 409,013 136,717 193
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The revenue from our V.E. DELURE brand apparel increased from RMB141.2 million
in 2007 to RMB228.8 million in 2008 and to RMB288.2 million in 2009, and the revenue
from our TESTANTIN brand apparel increased from RMB39.1 million in 2007 to RMB70.4
million in 2008 and to RMB81.7 million in 2009. The revenue from our V.E. DELURE brand
apparel increased from RMB98.0 million for the six months ended 30 June 2009 to
RMB192.5 million for the six months ended 30 June 2010, and the revenue from our
TESTANTIN brand apparel increased from RMB19.7 million for the six months ended 30
June 2009 to RMB26.5 million for the six months ended 30 June 2010. Such significant
increases in revenue were in line with increase in demand and average selling price for
our apparel products and the corresponding increase in the number of our Retail Stores
under these brands during the Track Record Period as a result of our Store expansion
strategy. The revenue attributable to our V.E. DELURE brand and TESTANTIN brand
accessories represented about 4.8%, 4.8% and 4.3% of our revenue from self-owned brands
for each of the years ended 31 December 2007, 2008 and 2009, respectively. For the six
months ended 30 June 2010, the revenue attributable to our V.E. DELURE brand and
TESTANTIN brand accessories increased to about 7.5% of our revenue for self-owned
brands due to an increase in the consumer demand for our accessories. These accessories
mainly included wallets, cuff-links and pens, which allow us to increase our revenue by
expanding our product offerings. The revenue from the Harmont & Blaine brand apparels
and accessories decreased significantly from the year ended 31 December 2008 to the year
ended 31 December 2009 because our distributorship agreement for this brand expired in
August 2009. We were allowed to sell the remaining Harmont & Blaine inventory for nine
months after the expiration of the distributorship agreement. We started to act as an
authorized dealer of CARTIER accessories in 2008 and operated two CARTIER Stores, one
in Fuzhou from March 2008 and the other in Nanning from December 2008 resulting in the
increased revenue from CARTIER Stores for the full year in 2009. Our third CARTIER
Stores was opened in Xiamen in September 2010.

We offered menswear products covering the middle-upper to high-end segments, in
particular, suits with the average selling price of about RMB5,800 at our self-operated
Stores, during the six months ended 30 June 2010. The following table sets out a
breakdown of our revenue, units sold and the average selling price of our V.E. DELURE
and TESTANTIN self-operated Stores by product segment, namely apparel and
accessories, during the Track Record Period:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2010
Average Average Average Average
Units ~ selling Units ~ selling Units ~ selling Units ~ selling
Brand Revenue  sold  price Revenue  sold  price Revenue  sold  price Revenue  sold price
RMB RMB RMB RMB
million RMB - million RMB  million RMB - million RMB
VEDELURE Apparel” 70 %0 149 M1 48492 131 1BLO 779 1680 885 45189 1,998
Accessories” IV K7 T SO S T Y S | ) I R K T
TESTANTIN Apparel” 181 20680 84 303 2830 L1069 191 202 944 102§ 1,28
Accessories” 22 85 35 564 68 20 650 304 12 4503 268
Note:
1) Apparel products include, among others, suits, jackets, pants, coats, shirts and polo-shirts.
(2) Accessory products include, among others, ties, cuff-links and pens.
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The average selling price of the apparel products of our V.E. DELURE self-operated
Stores increased throughout the Track Record Period primarily because we enjoyed a
pricing advantage due to the increase in the demand of our products in the PRC and the
enhanced recognition of our brand in the market.

The average selling price of the apparel products of our TESTANTIN self-operated
Stores also generally followed an increasing trend throughout the Track Record Period,
except that in 2009, the average selling price decreased to RMB944 from RMB1,069 in 2008.
The decrease was primarily due to the discounts offered to the customers ranging from
10% to 60% in Hong Kong in response to the highly competitive retail market in Hong
Kong arising from the global economic crisis.

The average selling price of the accessory products of our V.E. DELURE and
TESTANTIN self-operated Stores decreased during the Track Record Period. This
occurred because we continued to launch new types of accessory products, such as
umbrellas and necklaces, during the Track Record Period. The average selling prices of
such products were generally lower than those of existing accessories, such as leather
shoes and belts, and as the sales of these new products increased, the percentage of sales
comprised of those existing accessories with higher average selling prices decreased
during the Track Record Period.

The following tables set out our revenue breakdown by geographic region for our
V.E. DELURE and TESTANTIN brands for each of the three years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2009 and 2010:

V.E. DELURE Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB (RMB (RMB (RMB (RMB
million) % million) % million) % million) % million) %
Region (Note)
Central PRC 82 56 208 87 29 76 78 76 200 126
Eastern PRC 313 212 477 199 56 198 0126 35 162
North Eastern PRC 99 67 172 72 280 93 91 89 158 77
North Western PRC 90 6l 173 72 205 68 6.8 66 156 76
Northern PRC 309 210 054 273 699 232 272266 489 237
South Western PRC §1 55 94 39 172 57 54 53 145 70
Southern PRC 35 296 58 225 773 K7 209 204 5.1 243
PRC sub-total 1409 97 2BL6 %7 2954 981 93 970 2044 9.1
Hong Kong 04 43 78 33 56 19 3130 18 09
Total 1473 1000 23941000 301.0 1000 1024 1000 2062 100.0
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TESTANTIN Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB (RMB (RMB (RMB (RMB

million) % million) % million) % million) % million) %

Region (Note)

Central PRC 09 21 23 31 40 47 18 83 01 03
Eastern PRC 72 171 1.8 157 165 193 32 148 51 167
North Eastern PRC 1.1 2.6 5.6 75 89 104 1.7 79 15 49
North Western PRC 13 31 2432 64 75 08 37 08 26
Northern PRC 28 66 70 93 66 77 24 111 35 114
South Western PRC 17 40 44 58 80 93 28 130 63 206
Southern PRC 97 230 2195 49 291 50 231 65 213
PRC sub-total U7 585 5.6 T4l 753 880 177 819 238 778
Hong Kong 175 415 194 259 103 120 39 181 68 222
Total 422 1000 750 1000 85.6 1000 2161000 30.6 1000
Note:

For purposes of this prospectus:

Central PRC represents Henan, Hubei, Hunan, Jiangxi

Eastern PRC represents Anhui, [iangsu, Shanghai and Zhejiang

North Eastern PRC represents Heilongjiang, Jilin and Liaoning

North Western PRC represents Inner Mongolia, Ningxia, Qinghai, Shaanxi and Xinjiang
Northern PRC represents Beijing, Hebei, Shandong, Shanxi and Tianjin

Southern PRC represents Fujian, Guangdong and Guangxi

South Western PRC represents Guizhou, Sichuan, Yunnan and Chongqing

For the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, the revenue generated from the sale of V.E. DELURE brand products
in the Eastern, Northern and Southern PRC, in the aggregate, amounted to 75.0%, 72.1%,
70.0% and 64.8%, respectively, of the total revenue attributable to the V.E. DELURE brand
in the PRC, primarily because the majority of our V.E. DELURE Retail Stores were located
in these geographic regions. These regions include major cities and provinces, such as
Shanghai, Beijing and Guangdong where our target V.E. DELURE customers, who are
relatively more affluent and possess strong purchasing power, are located. As at the end of
each period during the Track Record Period, the aggregate number of our V.E. DELURE
Stores, whether self-operated or operated by our distributors, in the Eastern, Northern
and Southern PRC was 78, 107, 115 and 116, respectively, and the total number of our V.E.
DELURE Stores in the PRC and Hong Kong was 120, 184, 197 and 202, respectively.
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For the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010, the revenue generated from the sale of TESTANTIN brand products in
the Eastern, North Eastern and Southern PRC, in the aggregate, amounted to 72.9%,
71.0%, 66.8% and 55.0%, respectively, of the total revenue attributable to the TESTANTIN
brand in the PRC mainly because the majority of our TESTANTIN Retail Stores were
located in these geographical regions. These regions include tier two and tier three cities
which is consistent with our strategy for the TESTANTIN Stores to be located mainly in
tier two and tier three cities. During the Track Record Period, the aggregate number of our
TESTANTIN Stores, whether self-operated or operated by our distributors, in the Eastern,
North Eastern and Southern PRC was 26, 34, 35 and 38, respectively, and the total number
of our TESTANTIN Stores in the PRC and Hong Kong was 47, 58, 62 and 66, respectively.
During the Track Record Period, the revenue generated from the sale of TESTANTIN
brand products in Hong Kong amounted to 41.5%, 25.9%, 12.0% and 22.2%, respectively,
of the total revenue attributable to the TESTANTIN brand. The decrease in revenue
generated from the sale of TESTANTIN brand products in Hong Kong was mainly because
the number of our TESTANTIN Stores in Hong Kong decreased from four as at 31
December 2007 to two as at 31 December 2008 and we launched a series of promotional
activities at our TESTANTIN Stores in Hong Kong offering 10% to 60% discounts to
customers in response to the intensive competition in the retail market in Hong Kong as a

result of the global financial crisis.

The combined same store sales growth of the self-operated Stores under our two
proprietary brands, namely V.E. DELURE and TESTANTIN, were approximately 13.3%
(for PRC and Hong Kong comparable self-operated Stores) and 27.4% (for PRC (excluding
Hong Kong) comparable self-operated Stores only) for the year ended 31 December 2009
as compared to the year ended 31 December 2008 and approximately 47.1% (for PRC and
Hong Kong comparable self-operated Stores) and 46.8% (for PRC (excluding Hong Kong)
comparable self-operated Stores only) for the six months ended 30 June 2010 as compared
to the six months ended 30 June 2009.

The table below sets out the same store sales growth for the self-operated Stores of
each of our proprietary brands:

2009* 30 June 2010**

V.E. DELURE
- PRC (excluding Hong Kong) 30.4% 47.4%
- PRC and Hong Kong 23.7% 47.4%
TESTANTIN
— PRC (excluding Hong Kong) 9.6% 39.2%
- PRC and Hong Kong -17.3% 44.3%
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Note: Same store sales growth of the self-operated Stores for the year ended 31 December 2009 and the
six months ended 30 June 2010 was derived by comparing the sales from comparable Retail Stores
which excludes short-term sales and promotional outlets with a complete operating history for
the years ended 31 December 2008 and 2009 and the six months ended 30 June 2009 and 2010,
respectively.

* as compared to 2008

*%

as compared to the six months ended 30 June 2009

The increase in the same store sales for our V.E. DELURE brand from 2008 to 2009
and from the six months ended 30 June 2009 to the six months ended 30 June 2010 was
mainly due to the increasing recognition of our brand and the increase in our overall
selling price of our products for our self-operated Stores. Our combined same store sales
for our TESTANTIN brand decreased in 2009 mainly as a result of our promotional sales
activities in our Hong Kong comparable self-operated Stores which constituted around
40.7% of the total same store sales of all of our TESTANTIN comparable self-operated
Stores. The same store sales growth for our TESTANTIN brand in the PRC from 2008 to
2009 was much lower than that of our V.E. DELURE brand because the overall difficult
economic conditions in the first half of 2009 in the PRC resulting from the global financial
crisis had a bigger impact on our junior brand, TESTANTIN, which was still at an early
stage of development with less customer loyalty. In addition, as a junior brand, we only
had a total of nine comparable stores (two of which were in Hong Kong) for the years
ended 31 December 2008 and 2009. Given the relatively small number of comparable
Stores, any changes in performance of any comparable Store are likely to cause
fluctuations to the overall same store sales growth. The same store sales growth of our
TESTANTIN brand rebounded for the six months ended 30 June 2010 as a result of better
economic conditions and higher average selling prices compared to the same period in
2009.
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The following table sets out the per store-average monthly revenue by brand and
sales channel for the three years ended 31 December 2007, 2008 and 2009 and the six

months ended 30 June 2010:

Year ended 31 December
2007 2008 2009
(RMB’000) (RMB’000) (RMB’000)
L By Brand (Note 1)

1. Self-owned brands

V.E. DELURE
- Self-operated Stores (Note 2) 136.6 190.4 203.0
- Distributors (Note 3) 104.3 107.4 91.7
V.E. DELURE total 111.2 1255 120.3
TESTANTIN
- Self-operated Stores (Note 2) 153.1 190.1 125.9
- Distributors (Note 3) 56.3 69.8 90.5
TESTANTIN total 80.5 96.2 97.0
2. Licensed brands

(Note 1 and 4)

CARTIER - 732.6 645.3
Harmont & Blaine (Note 5) 82.0 286.8 191.3
Licensed brands total 82.0 361.1 372.9
II. By sales channel (for
self-owned brands)
(Note 1)
Self-operated Stores (Note 2) 1417 190.4 188.9
Distributors (Note 3) 91.4 97.8 91.4
Self-owned brands total 102.7 118.0 114.7
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Six months
ended

30 June
2010
(RMB'000)

231.2
137.6

168.1

143.3

57.3

73.4

839.6

839.6

217.5
115.2

145.1
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Notes:

1 The per store-average monthly revenue by brand and sales channel for each of the three years
ended 31 December 2007, 2008 and 2009 was one-twelfth of the fraction calculated using the
revenue by brand and sales channel for each of the three years ended 31 December 2007, 2008 and
2009, as the numerator, and the average number of Stores which equals to the average of the sum
of the number of Stores at the beginning of the year and the number of Stores at the end of the year
for each of the years indicated above, as the denominator. The per store-average monthly revenue
by brand and sales channel for the six months ended 30 June 2010 was one-sixth of the fraction
calculated using the revenue by brand and sales channel for the six months ended 30 June 2010, as
the numerator, and the average number of Stores which equals to the average of the sum of the
number of Stores at the beginning of 2010 and the number of Stores as at 30 June 2010, as the
denominator. Please refer to the “Business” section in this prospectus for further information of
our revenue for each of the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2010 and the number of Stores as at 31 December 2007, 2008 and 2009 and 30 June
2010.

2 The per store-average monthly revenue in relation to Stores operated by us is based on the
revenue generated from the self-operated Stores excluding the short-term sales and promotional
outlets. For each of the years ended 31 December 2007, 2008 and 2009 and for the six months
ended 30 June 2010, the revenue from sales derived from short term sales and promotional outlets
for our V.E. DELURE products and TESTANTIN products amounted to RMB0.7 million, RMB9.1
million, RMB18.1 million and RMB0.7million, and RMB1.3 million, RMB7.6 million, RMB4.5
million and RMB1.1 million, respectively.

3 The per store-average monthly revenue in relation to Stores operated by our distributors is based
on revenue we received from our distributors (excluding multi-brand and other distributors)
rather than retail revenue of our distributors. For each of the years ended 31 December 2007, 2008
and 2009 and for the six months ended 30 June 2010, the revenue from sales derived from
multi-brand and other distributors for our V.E. DELURE products and TESTANTIN products
amounted to RMB0.5 million, RMB1.4 million, RMB1.9 million and RMB2.3 million, and RMB0.3
million, RMB6.9 million, RMB11.2 million and RMB1.3 million, respectively.

4 From August 2004 to August 2009, we acted as the sole distributor for an Italian menswear brand,
Harmont & Blaine, in the PRC. The distributorship agreement for the Harmont & Blaine brand
expired in August 2009. Beginning in early 2008, we started to act as an authorized dealer of
CARTIER accessories sold in two CARTIER Stores, one in Fuzhou and the other in Nanning, both
of which are operated by us. In September 2010, we opened our third CARTIER Store in Xiamen.

5 We did not have any Harmont & Blaine Store in 2010 since our distributorship agreement expired
in August 2009 and was not renewed. According to the distributorship agreement, we had nine
months to sell the remaining stocks after the agreement was terminated which accounted for
some revenue in the six months ended 30 June 2010. Because we did not have any Harmont &
Blaine Store at 30 June 2010, the formula set forth in note 1 above is not applicable.

The per store-monthly average revenue of our self-operated Stores under our own
brands increased from RMB141.7 thousand in the year ended 31 December 2007 to
RMB190.4 thousand in the year ended 31 December 2008 primarily due to (i) the increase
in the per store-monthly average revenue of our TESTANTIN self-operated Stores, which
in turn was as a result of a 36.0% increase in the revenue from our TESTANTIN
self-operated Stores (excluding short-term sales and promotional outlets) of about
RMB6.9 million in the year ended 31 December 2008 as compared to the increase in
average number of these Stores from 10.5 in the year ended 31 December 2007 to 11.5 in the
year ended 31 December 2008; and (ii) the increase in the per store-monthly average
revenue of our V.E. DELURE self-operated Stores, which in turn was as a result of 95.8%
increase in the revenue generated from these Stores (excluding short-term sales and
promotional outlets) of about RMB36.9 million in the year ended 31 December 2008 as
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compared to a 40.4% increase in the average number of such Stores from 23.5 in the year
ended 31 December 2007 to 33 in the year ended 31 December 2008. We believe the revenue
increase of our existing self-operated Stores was largely due to increased recognition of
our self-owned brands which allowed us to increase the average selling price of our
self-owned brand products and overall increase in our sales volume, resulting in the
increased per store-monthly average revenue in 2008.

The per store-monthly average revenue of our self-operated Stores under our own
brands decreased slightly from RMB190.4 thousand in the year ended 31 December 2008 to
RMB188.9 thousand in the year ended 31 December 2009. This was primarily due to a
decrease in the sales of TESTANTIN products through TESTANTIN self-operated Stores in
the year ended 31 December 2009 because we launched a series of promotional events at
our TESTANTIN self-operated Stores in Hong Kong in 2009 in response to the highly
competitive retail market in Hong Kong offering 10% to 60% discounts to customers and
the generally difficult economic environment in Hong Kong as a result of the global
economic crisis and the closing of two TESTANTIN Stores in Hong Kong in late 2008.

The per store-monthly average revenue of our self-operated Stores under our own
brands increased from RMB188.9 thousand in the year ended 31 December 2009 to
RMB217.5 thousand for the six months ended 30 June 2010 primarily because of economic
conditions improved in the second half of 2009 and increased recognition of our brand
image.

Cost of sales

During the Track Record Period, we outsourced the production process of most of
the apparel and accessories to be sold under our own brands to Independent Third Party
manufacturers. We also purchased products under licensed brands, namely, Harmont &
Blaine and CARTIER, the costs of which were included in the purchase costs of outsourced
products. As a result, the purchase costs of such outsourced products contributed to a
significant majority of our cost of sales. We performed sampling, packaging and
post-finish processing of the apparel produced by outsourced manufacturers, and
manufactured a small portion of the apparel in our production plant in Guangzhou. We
also provided raw materials to some of our outsourced manufacturers. Therefore, our cost
of sales also comprised the purchase costs of raw materials and direct overhead including
staff costs, depreciation, utilities and others.
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The following table sets forth the breakdown of our cost of sales for each of the three
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2009 and
2010:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
RMB RMB RMB RMB RMB
million % million % million % million % million %
Purchase cost of
outsourced products 8.8 780 983 717 1194 741 476 763 642 780
Raw materials 188 213 385 U5 394 U5 128 205 170 207
Labor costs 04 05 43 31 10 06 5 24 05 06
Manufacturing
overhead 02 02 0 07 13 08 05 08 0.6 07
Total 882 100.0 137.1100.0 1611 100.0 624 100.0 823 100.0

Gross profit and gross profit margin

The following table sets out the gross profit and gross profit margin for our
self-owned brands and licensed brands for each of the three years ended 31 December
2007, 2008 and 2009 and the six months ended 30 June 2009 and 2010:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
RMB RMB RMB RMB RMB
million ~ GP% million ~ GP% million ~ GP% million ~ GP% million ~ GP%
(unaudited)
V.E. DELURE
- self-operated Stores 83 72 021 735 1018 741 349 726 727 801
- distributors 516 477 §16 527 853 541 80 435 088 608
Corporate sales - - - - 38 635 08 57 17 83
Subtotal 799 543 1437 601 1909 634 587 573 1432 695
TESTANTIN
- self-operated Stores 146 709 U4 722 138 650 48 633 88 76,6
- distributors/
sub-distributors 98 450 25 546 344 533 0.6 472 107 556
Subtotal U4 577 469 625 482 5.2 14 58 195 635
CARTIER - - 34 389 58 374 23 320 32 3l
Harmont & Blaine 14 325 93 541 30 441 20 354 10 445
Total 1057 545 2083 597 1479 606 744 544 1669  67.0
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The following table sets out the gross profit and gross profit margin by product
segment, namely apparel and accessories, for our self-owned brands and licensed brands
for each of the three years ended 31 December 2007, 2008 and 2009 and the six months
ended 30 June 2009 and 2010:

Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB million) (RMB million) (RMB million) (RMB million) (RMB million)
GP GP% GP GP% GP GP% GP GP% GP GP%
(unaudited)
V.E. DELURE
- Apparel 769 545 1370 599 1843 639 5.6 577 1364 708
- Accessories 30 493 6.7 64l 66 514 21 482 68 500
TESTANTIN
- Apparel 23 5.9 438 622 4$9 561 104 527 168 633
- Accessories 20 673 31 662 23 585 1.0 58 27 642
CARTIER
- Apparel - - - - - - - - - -
- Accessories - - 34 389 58 375 23 320 32 321
Harmont & Blaine
- Apparel 14 325 86 537 29 454 18 33 L0 449
- Accessories 0.1 332 0.7 595 01 293 02 373 01 380
Total 1057 545 2033 59.7 179 60,6 744 544 1670 67.0

The following tables set out our gross profit and gross profit margin breakdown by
geographic region for our V.E. DELURE and TESTANTIN brands for each of the three
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2009 and
2010:

V.E. DELURE Year ended 31 December Six months ended 30 June
2007 2008 2009 2009 2010
(RMB million) (RMB million) (RMB million) (RMB million) (RMB million)
GP GP% GP GP% GP GP% GP GP% GP GP%
(unaudited)
Region (Note)
Central PRC 39 482 17 57 138 602 40 517 167 639
Eastern PRC 165 59 276 578 34 610 18 532 24 669
North Eastern PRC 52 517 102 596 179 640 50 548 107 676
North Western PRC 43 479 92 531 129 632 30 441 1.0 707
Northern PRC 187 605 2.1 644 434 621 167 613 34 683
South Western PRC 41 511 50 535 107 622 25 473 15 793
Southern PRC 24 514 20 595 58 683 141 676 31 721
Sub-total 751 533 1378 595 1879 63.6 571 575 1418 694
Hong Kong 48 752 59 770 3 512 15 504 14 782
Total 799 543 1437 601 1909 634 587 573 1432 695
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TESTANTIN Year ended 31 December Six months ended 30 June

2007 2008 2009 2009 2010

(RMB million) (RMB million) (RMB million) (RMB million) (RMB million)
GP  GP% GP  GP% GP GP% GP  GP% GP  GP%
(unaudited)

Region (Note)
Central PRC 05 479 11 497 20 485 08 484 01 329
Eastern PRC 27 373 70 587 91 5.1 16 508 31 613
North Eastern PRC 04 403 34 613 46 508 08 485 08 511
North Western PRC 0.6 480 13 55 35 557 04 484 04 545
Northern PRC 15 52 41 588 45 679 L6 644 24692
South Western PRC 14 787 20 461 40 502 14 484 36 574
Southern PRC 45 464 132 598 151 607 29 580 40 609
PRC sub-total 16 469 21 578 28 568 95 537 144 603
Hong Kong 128 729 148 757 54 524 19 487 51 745
Total U4 577 469 625 482 5.2 14 58 195 635

Note:
For purposes of this prospectus:

Central PRC represents Henan, Hubei, Hunan, Jiangxi

Eastern PRC represents Anhui, [iangsu, Shanghai and Zhejiang

North Eastern PRC represents Heilongjiang, [ilin and Liaoning

North Western PRC represents Inner Mongolia, Ningxia, Qinghai, Shaanxi and Xinjiang
Northern PRC represents Beijing, Hebei, Shandong, Shanxi and Tianjin

Southern PRC represents Fujian, Guangdong and Guangxi

South Western PRC represents Guizhou, Sichuan, Yunnan and Chongqing

In general, the fluctuations in gross profit and gross profit margin of our products
during the Track Record Period resulted from the changes in the overall selling prices of
our products as a result of the increasing recognition of these two brands, especially the
enhanced brand image of our V.E. DELURE brand in the PRC high-end menswear market
which gave us a pricing advantage and the fluctuations in our cost of sales. Gross profit
and gross profit margin of our products sold in different regions are also influenced by the
proportion of revenues generated from different sales channels as our gross profit and
gross profit margin of sales generated through our self-operated Stores are generally
higher than sales made to distributors. The increase in gross profit margin of our V.E.
DELURE brand apparel products from 54.5% in 2007 to 70.8% in the six months ended 30
June 2010 was primarily due to the increase in the overall selling prices as a result of the
increased recognition of our V.E. DELURE brand in the PRC high-end menswear market
and the increased proportion of our sales generated through our self-operated Stores
which accounted for 26.6%, 35.3%, 45.6% and 44.0% of our total revenue from sales of V.E.
DELURE brand products in the years ended 31 December 2007, 2008, 2009 and the six
months ended 30 June 2010, respectively. The gross profit margin of our TESTANTIN
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brand apparel products increased from 56.9% in 2007 to 63.3% in the six months ended 30
June 2010 but experienced a decrease from 62.2% in 2008 to 56.1% in 2009 mainly because
we launched a series of promotional events at our TESTANTIN Stores in Hong Kong
offering 10% to 60% discounts to customers to deal with the intensive competition in the
retail market in Hong Kong and the difficult economic environment in Hong Kong as a
result of the global financial crisis. The decrease in the gross profit margin of our
TESTANTIN brand products in Central PRC from 48.4% in the six months ended 30 June
2009 to 32.9% in the six months ended 30 June 2010 was mainly due to the small revenue
contribution of the region and a sales rebate deducted from a purchase order in 2010. The
increase in the gross profit margin of our V.E. DELURE brand products in the Southern
PRC from 51.4% in 2007 to 72.1% in the six months ended 30 June 2010 was mainly due to
(i) the increase in the overall selling price as a result of increased recognition and
enhanced brand image of our V.E. DELURE brand, (ii) the increased proportion of our
sales generated through our self-operated Stores which accounted for 21.1%, 57.7%, 72.5%
and 55.5% of our total revenue from sales of V.E. DELURE brand products in the Southern
PRC in the years ended 31 December 2007, 2008, 2009 and the six months ended 30 June
2010, respectively, in line with our increased number of self-operated Stores in the region
during the same period and (iii) the relatively strong sales performance of our Retail
Stores in Southern PRC, especially our Retail Stores in Nanning, Guangxi Province. The
increase in the gross profit margin of our V.E. DELURE brand products in the South
Western PRC and North Western PRC from 51.1% in 2007 to 79.3% in the six months ended
30 June 2010 and from 47.9% in 2007 to 70.7% in the six months ended 30 June 2010,
respectively, was mainly due to the increased proportion of our sales generated through

self-operated Stores.

The Directors are of the view that we achieved our high revenue growth and profit
margin during the Track Record Period primarily due to the following reasons. First, our
V.E. DELURE brand and TESTANTIN brand, established in 2000 and 2005, respectively,
are in the relatively early growth stage (especially for TESTANTIN) and are undergoing
rapid expansion. Second, we strategically combine a self-operated Retail Stores business
model and a distributor network business model. Self-operated Stores normally record a
higher gross profit and gross profit margin as compared to selling through
distributorships. As the percentage of our revenue contributed from self-operated Stores
for the V.E. DELURE brand increased during the Track Record Period, we also recorded a
corresponding increase in our gross profit margin. Third, our V.E. DELURE and
TESTANTIN brands are within the high-end menswear market and middle-upper
menswear market, respectively. Such market positioning and our brand equity has
enabled us to better price our products, which results in a relatively high gross profit and
gross profit margin. Fourth, we enjoy the benefits of an asset-light business model, as we
outsource the production of almost all of our apparel and accessory products to
Independent Third Party outsourced manufacturers. Through our outsourcing
arrangements, we manage to focus our resources on product design and brand
management, to leverage the expertise and resources of outsourced manufacturers and to

optimize our production schedule, which further decreases our cost of production.
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Other income

During the Track Record Period, other income primarily consisted of bank interest
income, compensation income from suppliers and outsourced manufacturers and excess
over the cost of a business combination. For the year ended 31 December 2007, we
acquired a 100% shareholding interest in Guangzhou Changyue and recorded an excess
over the cost of a business combination of RMB801,000, which represented the excess of
the fair value of the net assets of Guangzhou Changyue (RMB2,181,000) at the date of
acquisition over the consideration (RMB1,380,000).

Selling and distribution costs

During the Track Record Period, selling and distribution costs primarily consisted
of rental fees for the Retail Stores which comprised of fixed rental expenses and
concessionaire commissions, advertising and promotional expenses, staff costs for our
sales and marketing staff, and other costs related to sales and distribution.

The following table sets out the breakdown of our selling and distribution costs for
each of the three years ended 31 December 2007, 2008 and 2009 and the six months ended
30 June 2009 and 2010:

Six months ended

Year ended 31 December 30 June
2007 2008 2009 2009 2010
RMB’000  RMB'000  RMB’000  RMB'000  RMB'000
(unaudited)

Rental fees for Retail Stores (Nofe) 26,342 43,113 49,875 20,479 34,440
Advertising and promotional

expenses 8,039 30,504 9,673 5,555 6,431

Staff costs 3,094 11,490 16,540 8,277 11,782
Traveling and transportation

expenses 1,532 1,771 1,194 541 761

Packaging expenses 1,040 1,501 639 7 387

Depreciation 2,557 1,289 3,085 1,665 2,133

Entertainment expenses 124 135 176 90 292

Motor vehicle expenses 761 1,272 968 593 649

Management fees 434 1,435 2,702 1,556 1,658

Office expenses 193 582 1,162 807 1,127

Others 2,415 5,581 3,065 1,901 3,399

Total 46,531 98,673 89,079 41,471 63,059
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Note:

The breakdown of the rental fees for Retail Stores for each of the three years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2009 and 2010 is as follows:

Six months ended

Year ended 31 December 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Fixed rental expenses 15,474 14,716 10,752 5,183 5,980
Concessionaire commissions 10,868 28,397 39,123 15,296 28,460
Total 26,342 43,113 49,875 20,479 34,440
I I I I I

During the Track Record Period, concessionaire commissions paid to shopping
malls and department stores amounted to 41.3%, 65.9%, 78.4% and 82.6% respectively, of
the rental fees for Retail Stores for each of the three years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2010, respectively. The increase was mainly
due to our increasing utilization of the self-operating model pursuant to which we entered
into sales concessionaire arrangements with department stores or shopping malls to
obtain retail space for our self-operated Retail Stores. The decrease in fixed rental
expenses from RMB15.5 million in 2007 to RMB10.8 million in 2009 was mainly due to the
closing of two TESTANTIN Stores in Hong Kong in 2008, partly offset by the increase in
the overall fixed rental expenses of other properties rented under the fixed rental
arrangement in Hong Kong and the PRC. Please refer to the section headed “Business —
Sales and Distribution - I. Self-operated Stores” in this prospectus for more details.
Advertising and promotion expenses was approximately RMB8.0 million, RMB30.5
million, RMB9.7 million and RMB6.4 million for the three years ended 31 December 2007,
2008 and 2009 and the six months ended 30 June 2010, respectively. These expenses
include television (in 2008) and other media advertising expenses, promotional event
expenses, sale fair and fashion show expenses and renovation subsidies to distributors.

Administrative expenses
During the Track Record Period, administrative expenses primarily consisted of

salaries of non-sales management and administrative staff, legal and professional fees and
rental fees for offices and entertainment expenses and other administrative expenses.
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The following table sets out the breakdown of our administrative expenses for each
of the three years ended 31 December 2007, 2008 and 2009 and the six months ended 30
June 2009 and 2010:

Six months ended

Year ended 31 December 30 June
2007 2008 2009 2009 2010
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000

(unaudited)
Staff costs 3,065 8,099 6,217 3,290 3,963
Rental fees for offices 589 2,320 2,846 1,473 1,360
Legal and professional fees 4,038 2,282 5,500 632 4,734
Entertainment expenses 363 1,156 407 520 368
Office expenses 646 945 342 236 513
Traveling and transportation

expenses 222 902 593 268 368
Depreciation 296 615 874 539 463
Tax surcharge 157 388 360 204 627
Utilities 264 287 664 270 267
Samples expenses 133 235 - - -
Others 1,619 2,696 3,039 1,110 1,255
Total 11,392 19,925 20,842 8,542 13,918

Other expenses

During the Track Record Period, other expenses mainly represented a provision for
slow-moving and obsolete inventories, loss on disposal of items of property, plant and
equipment and donations.
Finance costs

During the Track Record Period, finance costs consisted primarily of interest
expenses on interest-bearing bank and other borrowings and interest expenses related to
the Redeemable Convertible Bond.
Income tax expense

During the Track Record Period, we were subject to income tax on an entity basis on
profits arising in or derived from the jurisdiction in which we were domiciled and
operated.

The Cayman Islands and the BV1

The Company and the subsidiaries were not subject to any income tax in the
Cayman Islands or the BVI during the Track Record Period.
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Hong Kong

The Company’s subsidiaries incorporated in Hong Kong were subject to Hong Kong
profits tax at a rate of 17.5%, 16.5%, 16.5% and 16.5% for the three years ended 31
December 2007, 2008 and 2009 and the six months ended 30 June 2010, respectively, on the
assessable profits arising in Hong Kong.

The PRC

During the 5th Session of the 10th National People’s Congress, which was
concluded on 16 March 2007, the PRC Corporate Income Tax Law (the “New Corporate
Income Tax Law”) was approved and became effective on 1 January 2008. The New
Corporate Income Tax Law introduced a wide range of changes which included, but are
not limited to, the unification of the income tax rates for domestic-invested and
foreign-invested enterprises at 25%. Therefore, Evergreen Guangdong, Guangzhou
Changyue and Guangzhou Changzhuxing were subject to the corporate income tax rate of
25% since 2008.

Evergreen Guangdong was registered as a foreign-invested enterprise on 12 May
2005. Pursuant to approval from the tax bureau, Evergreen Guangdong was exempted
from the corporate income tax for its first two profit-making years and was entitled to a
50% tax reduction in the succeeding three years. The first profitable year of Evergreen
Guangdong was 2006. Therefore, Evergreen Guangdong was exempted from corporate
income tax in 2007 and subject to the reduced rate of 12.5% for each of the two years ended
31 December 2008 and 2009 and also the year ending 31 December 2010.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on
dividends declared to foreign investors from foreign-invested enterprises established in
the PRC. The requirement is effective from 1 January 2008 and applies to earnings after 31
December 2007. The Group is therefore liable to withholding taxes on dividends
distributed by any subsidiary established in the PRC in respect of earnings generated from
1 January 2008. A lower withholding tax rate may be applied if there is a tax treaty
between the PRC and the jurisdiction of the foreign investors. The Company’s subsidiaries
established in China are, directly and indirectly, wholly owned by Evergreen International
established in Hong Kong which has favourable tax treaty with the PRC and thus the
applicable rate of the such withholding tax is 5%.

The following table sets forth the applicable corporate income or profits tax rates
during the Track Record Period for our operating subsidiaries:

Six months

ended

Year ended 31 December 30 June

2007 2008 2009 2010

Evergreen Asia 17.5% 16.5% 16.5% 16.5%
Master (HK) 17.5% 16.5% 16.5% 16.5%
Evergreen Guangdong Fully exempted 12.5% 12.5% 12.5%
Guangzhou Changyue 33% 25% 25% 25%
Guangzhou Changzhuxing 33% 25% 25% 25%
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Our Directors confirmed that the Group has made all the required tax filings under
the relevant tax laws and regulations in the respective jurisdictions and paid or made
provision for all tax liabilities and as at the Latest Practicable Date, the Group is not
subject to any dispute and the Directors are not aware of any potential dispute with any
competent tax authority.

RESULTS OF OPERATIONS

The following table sets forth our summary consolidated income statement data and
our summary consolidated income statement data as a percentage of consolidated
revenue for the Track Record Period. Our summary consolidated income statement data
has been derived from the consolidated financial statements which have been prepared in
accordance with IFRS, set forth in “Appendix I - Accountants’ Report” to this prospectus.

Six months ended

Years ended 31 December 30 June
2007 2008 2009 2009 2010
(% of (% of (% of (% of (% of
RMB'000  revenue) RMB'000  revenue) RMB'000  revenue) RMB’000  revenue) RMB'000  revenue)
(unaudited)
REVENUE 193,879 100% 340,408 100% 409,013 100% 136,716 100% 249,235 100%
Cost of sales (88,190)  (45.5%) (137,053)  (40.3%) (161,141)  (39.4%) (62,358)  (45.6%)  (82,311)  (33.0%)
Gross profit 105,689 54.5% 203,355 59.7% 247,872 60.6% 74,358 54.4% 166,924 67.0%
Other income 2,686 1.4% 2,161 0.6% 2,067 0.5% 788 0.6% 966 0.4%
Selling and
distribution costs (46,531)  (24.0%)  (98,673)  (29.0%)  (89,079)  (21.8%)  (41,471)  (30.3%) (63,059)  (25.3%)
Administrative
expenses (11,392) (5.9%)  (19,925) (5.9%)  (20,842) (5.1%) (8,542) (6.2%)  (13,918) (5.6%)
Other expenses (B04)  (02%)  (6767)  (2.0%)  (3,000)  (0.7%) (493)  (0.4%)  (8,643)  (3.4%)
Finance costs (1496)  (0.8%)  (5217)  (15%) (6,065  (15%)  (3392)  (25%)  (3,828)  (1.5%)
PROFIT BEFORE
TAX 48,652 25.1% 74,934 22.0% 130,953 32.0% 21,248 15.5% 78,442 31.5%
Income tax
credit/ (expense) 510 03%  (14456)  (41%) (26,085  (64%)  (4547)  (33%)  (8,099)  (3.2%)
PROFIT FOR THE
YEAR/PERIOD 49,162 25.4% 60,478 17.8% 104,918 25.7% 16,701 12.2% 70,343 28.2%

Attributable to:
Owners of the
Company 49,162 25.4% 60,478 17.8% 104,918 25.7% 16,701 12.2% 70,343 28.2%
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PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS
Six months ended 30 June 2010 compared to six months ended 30 June 2009 (unaudited)
Revenue

Our revenue increased by approximately 82.3% from approximately RMB136.7
million for the six months ended 30 June 2009 to approximately RMB249.2 million for the
six months ended 30 June 2010. The significant increase was mainly due to the following:
(i) an increase in revenue from sales of V.E. DELURE products of about RMB103.8 million,
because the number of V.E. DELURE brand Stores increased from 188 as at 30 June 2009 to
202 as at 30 June 2010 due to our Stores expansion strategy which resulted in a
corresponding increase in the overall sales of V.E. DELURE products; (ii) an increase in
revenue from the sales of TESTANTIN products of about RMB9.0 million, because, as a
result of our Stores expansion strategy, the number of Stores of the TESTANTIN brand
increased from 57 as as at 30 June 2009 to 66 as at 30 June 2010 which resulted in a
corresponding increase in the overall sales of TESTANTIN products; and (iii) an increase
in the revenue from the sales of CARTIER products of about RMB3.0 million, because we
opened a new CARTIER Store in Nanning in December 2008 which was in a ramp up
period during the first six months of 2009. The increase in revenue was partially offset by
a decrease in revenue from the sales of Harmont & Blaine products by about RMB3.2
million as our licensing business of the Harmont & Blaine brand was terminated in August
2009, after which we had nine months to sell our remaining inventory.

Cost of Sales

Cost of sales increased by approximately 32.0% from about RMB62.4 million for the
six months ended 30 June 2009 to about RMB82.3 million for the six months ended 30 June
2010, which was in line with the overall increase in sales amount of our V.E. DELURE and
TESTANTIN products. Purchase costs of outsourced products and raw materials, in the
aggregate, constituted 96.8% and 98.7% of the total cost of sales for the six months ended
30 June 2009 and 2010, respectively.

Gross profit

Gross profit increased by approximately 124.3% from about RMB74.4 million for the
six months ended 30 June 2009 to approximately RMB166.9 million for the six months
ended 30 June 2010. Gross profit margin increased from 54.4% for the six months ended 30
June 2009 to 67.0% for the six months ended 30 June 2010. This was mainly due to the
following: (i) an increase in the gross profit margin of V.E. DELURE products from 57.3%
for the six months ended 30 June 2009 to 69.5% for the six months ended 30 June 2010 due
to the increase in the overall selling price of our V.E. DELURE products as a result of the
increasing recognition of our V.E. DELURE brand in the PRC high-end menswear market;
and (ii) an increase in gross profit margin of TESTANTIN products from 52.8% in the six
months ended 30 June 2009 to 63.5% in the six months ended 30 June 2010 due to the
increase in the overall selling prices of our TESTANTIN products in 2010 and as a result of
reducing sales promotional events offering substantial discounts as compared to the same
period in 2009.
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Other income

Other income increased by 22.6% from about RMB0.8 million in the six months
ended 30 June 2009 to about RMB1.0 million for the six months ended 30 June 2010, mainly
due to the increase in the sale of packaging materials in 2010.

Selling and distribution costs

Selling and distribution costs increased by about 52.1% from RMB41.5 million for
the six months ended 30 June 2009 to RMB63.1 million for the six months ended 30 June
2010. The increase for the six months ended 30 June 2010 was mainly attributable to the
following: (i) an increase of about RMB14.0 million in rental fees for Retail Stores mainly
due to the increase in the number of self-operated Stores of our self-owned brands in
department stores and shopping malls in the six months ended 30 June 2010; (ii) an
increase in staff costs by about RMB3.5 million due to the increase in the number of sales
and marketing staff in line with the increase in the number of new self-operated Stores in
the six months ended 30 June 2010; and (iii) an increase in others by about RMB1.5 million
due to the increase in utilities, samples expenses, communication costs and mailing costs
in line with the increase in the number of new self-operated Stores in the six months ended
30 June 2010. Although selling and distribution costs increased in the six months ended 30
June 2010 as compared to the six months ended 30 June 2009, selling and distribution costs
as a percentage of revenue decreased from 30.3% for the six months ended 30 June 2009 to
25.3% for the six months ended 30 June 2010 as a result of a 52.1% increase in selling and
distribution costs compared to an 82.3% increase in revenue between these periods.

Administrative expenses

Administrative expenses increased by 63.5% from RMB8.5 million for the six
months ended 30 June 2009 to RMB13.9 million for the six months ended 30 June 2010. The
increase in administrative expenses for the six months ended 30 June 2010 was primarily
attributable to an increase in staff costs of about RMB0.7 million driven by the increase in
the number of management and administrative staff and an increase in legal and
professional fees in connection with the Listing.

Other expenses

Other expenses increased from about RMB0.5 million for the six months ended 30
June 2009 to RMB8.6 million for the six months ended 30 June 2010, consisting primarily of
donations of RMB1.8 million, net foreign exchange losses of RMB0.7 million and
provisions for slow-moving and obsolete inventories of about RMB6.1 million including a
write off of RMB4.7 million of Harmont & Blaine inventory following the expiry of our
distributorship agreement in August 2009.

Finance cost
Finance cost increased by about 11.8% from about RMB3.4 million for the six months

ended 30 June 2009 to RMB3.8 million for the six months ended 30 June 2010. The increase
in finance costs was primarily related to an interest of RMB1.7 million attributable to the
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Redeemable Convertible Bonds issued in May 2010 offset by a decrease in interest in bank
loans and other loans by RMB1.2 million.

Profit before tax

Profit before tax increased by about 269.8% from about RMB21.2 million for the six
months ended 30 June 2009 to RMB78.4 million for the six months ended 30 June 2010. The
significant increase for the six months ended 30 June 2010 was primarily due to the
increase in sales performance of the Group arising from the increase in the demand of our
products and the increase in the number of Stores in 2010. The profit before tax to revenue
ratio was 15.5% and 31.5% for the six months ended 30 June 2009 and 2010, respectively.

Income tax expense

Income tax expense increased by about 80% from about RMB4.5 million for the six
months ended 30 June 2009 to RMBS8.1 million for the six months ended 30 June 2010. The
significant increase was due to the increase in profit before tax from RMB21.2 million in
the six months ended 30 June 2009 to RMB78.4 million in the six months ended 30 June
2010, partially offset by a decrease in deferred tax expense of approximately RMB5.6
million. The decrease in deferred tax expense was mainly because a withholding tax
expense of RMB1.7 million was recorded in the six months ended 30 June 2009 as a result
of the withholding tax at 5% on the distributable profits of the PRC subsidiaries as
compared to a withholding tax credit of RMB4.0 million recorded in the six months ended
30 June 2010 as a result of the Directors’ resolutions in 2010 that no dividend would be
declared by our PRC subsidiaries for 2009. Our effective tax rate decreased from 21.4% in
the six months ended 30 June 2009 to 10.3% in the six months ended 30 June 2010 mainly
because we recorded a withholding tax credit in the six months ended 30 June 2010 as

opposed to a withholding tax expense for the same period in 2009 as described above.
Profit for the period

Profit for the period increased by about 321.0% from RMB16.7 million for the six
months ended 30 June 2009 to RMB70.3 million for the six months ended 30 June 2010. The
increase in profit for the six months ended 30 June 2010 was primarily due to the increase
in sales performance of the Group arising from the increase in the demand of our products
and the increase in the number of Stores in 2010.

Profit attributable to equity holders

Net profit margin increased from 12.2% for the six months ended 30 June 2009 to
28.2% for the six months ended 30 June 2010. This was mainly due to the overall increase
in gross profit margin of sales of products under our self-owned brands as stated above
and the decrease in most of our operating expenses as a percentage of our revenue,

partially offset by the increase in the other expenses as a percentage of our revenue.
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Year ended 31 December 2009 compared to year ended 31 December 2008
Revenue

Our revenue increased by approximately 20.2% from approximately RMB340.4
million in the year ended 31 December 2008 to approximately RMB409.0 million in the
year ended 31 December 2009. The significant increase in revenue in the year ended 31
December 2009 was mainly due to the combined effects of the following: (i) an increase in
revenue from the sales of V.E. DELURE products by about RMB61.6 million, because the
number of Stores of the V.E. DELURE brand increased from 184 as at 31 December 2008 to
197 as at 31 December 2009 due to our Stores expansion strategy; (ii) an increase in
revenue from the sales of TESTANTIN products by about RMB10.6 million, because the
number of Stores of the TESTANTIN brand increased from 58 as at 31 December 2008 to 62
as at 31 December 2009 due to our Stores expansion strategy; and (iii) a decrease in
revenue from sales of Harmont & Blaine products by about RMB10.3 million following the
phase out of our licensing business of Harmont & Blaine brand since August 2009.

Cost of Sales

Cost of sales increased by approximately 17.6% from about RMB137.1 million in the
year ended 31 December 2008 to approximately RMB161.1 million in the year ended 31
December 2009, primarily due to the increase in sales volume of V.E. DELURE and
TESTANTIN products for which we largely outsourced the production process to
outsourced manufacturers. The increase was also driven by increased sales volume of
CARTIER accessory products which we purchased from Richemont. Purchase costs of
outsourced products and raw materials, in the aggregate, constituted 96.2% and 98.6% of
the total cost of sales for the years ended 31 December 2008 and 2009, respectively.

Gross profit

Gross profit increased by 21.9% from about RMB203.3 million in the year ended 31
December 2008 to about RMB247.9 million in the year ended 31 December 2009. Gross
profit margin increased slightly from 59.7% for the year ended 31 December 2008 to 60.6%
for the year ended 31 December 2009. This was mainly due to an increase in gross profit
margin of the sales of V.E. DELURE products from 60.1% in the year ended 31 December
2008 to 63.4% in the year ended 31 December 2009 due to the increase in overall selling
prices of our V.E. DELURE products in the year ended 31 December 2009 as a result of the
increased recognition of our V.E. DELURE brand in the PRC high-end menswear market
which provided us with increased pricing advantages, offset by a decrease in gross profit
margin of the sales of TESTANTIN products from 62.5% in the year ended 31 December
2008 to 56.2% in the year ended 31 December 2009 due to promotional sales activities such
as discounts ranging from 10% to 60%, for our TESTANTIN self-operated Stores in Hong
Kong in the year ended 31 December 2009 in response to the highly competitive retail
market in Hong Kong and the generally difficult economic environment in Hong Kong as
a result of the global economic crisis. The gross profit margin of TESTANTIN products in
Hong Kong decreased from 75.7% in the year ended 31 December 2008 to 52.4% in 2009.
Gross profit from sales of our TESTANTIN products in Hong Kong fell from RMB14.8
million in 2008 to RMB5.4 million in 2009. Such decrease of RMB9.4 million represented
approximately 20% of the total gross profit of our TESTANTIN brand in 2009.
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Other income

Other income decreased slightly from about RMB2.2 million in the year ended 31
December 2008 to about RMB2.1 million in the year ended 31 December 2009, mainly
attributable to the decrease in compensation income from suppliers and outsourced
manufacturers by RMB693,000 in the year ended 31 December 2009, offset by an increase
in related income of about RMB439,000 in 2009 as we started to charge fees from our
customers for packaging materials in 2009.

Selling and distribution costs

Selling and distribution costs decreased by about 9.7% from RMB98.7 million in the
year ended 31 December 2008 to RMB89.1 million in the year ended 31 December 2009. In
addition, selling and distribution cost as a percentage of our revenue decreased from
29.0% in 2008 to 21.8% in 2009. The decreases were mainly attributable to the decrease in
advertising and promotional expenses of about RMB20.8 million as we adopted a more
focused approach to our advertising and branding strategy in view of the global economic
downturn since early 2009. For example, we placed advertisements through Guangdong
Television and various channels of Southern Television in 2008 incurring an advertising
expense of RMB11.9 million, while we did not incur such TV advertising expense in 2009.
In addition, sales fair and fashion show expenses decreased by RMB4.0 million because
we organised fewer of such events to control cost. In particular, we participated in the
China International Clothings & Accessories Fair in Beijing in the year ended 31 December
2008, for which we incurred a related fashion show expenses of about RMB2.2 million, but
we did not participate in such fair in the year ended 31 December 2009. For further
marketing and promotion details, please refer to the section headed “Business -
Marketing and Promotion” in this prospectus. The decrease in selling and distribution
costs was partially offset by: (i) an increase in rental fees for Retail Stores which comprised
fixed rental expenses and concessionaire commissions of about RMB6.8 million mainly
due to the increase in the number of the self-operated Stores of our brands in 2009; and (ii)
an increase in staff costs of about RMB5.0 million due to the increase in the number of
sales and marketing staff as a result of the increase in the number of our self-operated
Stores in 2009.

Administrative expenses

Administrative expenses increased by 4.6% from RMB19.9 million in 2008 to
RMB20.8 million in 2009. The increase in administrative expenses in 2009 was primarily
attributable to an increase in legal and professional fees incurred in 2009 in relation to the
preparation for the Listing, partially offset by a decrease in staff costs of RMB1.9 million in
2009 due to a decrease in the number of administrative staff in 2009.

Other expenses
Other expenses for the year ended 31 December 2009 were about RMB3.0 million,
which mainly represented provisions for slow-moving and obsolete inventories of

RMBL1.8 million, donations of RMB0.7 million and loss on disposal of items of property,
plant and equipment of approximately RMB0.3 million. Other expenses for the year ended
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31 December 2008 were RMB6.8 million, which mainly represented provisions for
slow-moving and obsolete inventories of RMB4.3 million, donations of RMB1.4 million

and loss on disposal of items of property, plant and equipment of RMB1.0 million.
Finance cost

For the year ended 31 December 2009, finance costs amounted to about RMB6.1
million, while for the year ended 31 December 2008, finance costs amounted to about
RMBS5.2 million. The increase in finance costs in 2009 was primarily due to an increase in

interest payment for bank borrowings.
Profit before tax

Profit before tax increased by 74.8% from RMB74.9 million for the year ended 31
December 2008 to RMB131.0 million for the year ended 31 December 2009. The increase in
profit before tax in the year ended 31 December 2009 was primarily due to the reasons set
forth above. The profit before tax to revenue ratio was 22.0% and 32.0% for the years
ended 31 December 2008 and 2009, respectively.

Income tax expense

For the year ended 31 December 2009, income tax expense amounted to about
RMB26.0 million. For the year ended 31 December 2008, income tax expense amounted to
about RMB14.5 million. Our effective tax rate remained stable in 2008 and 2009, which
amounted to 19.3% and 19.9%, respectively.

Profit for the year

Profit for the year increased by 73.5% from RMB60.5 million for the year ended 31
December 2008 to RMB105.0 million for the year ended 31 December 2009. The increase in
profit for the year ended 31 December 2009 was primarily due to the reasons set forth
above.

Profit attributable to equity holders

Net profit margin increased from 17.8% for the year ended 31 December 2008 to
25.7% for the year ended 31 December 2009. This was mainly due to an overall increase in
gross profit margin of sales of the Group’s self-owned brands and licensed brands as
stated above and a decrease in selling and distribution costs of about 9.7% from RMB98.7
million for the year ended 31 December 2008 to RMB89.1 million for the year ended 2009
primarily due to our adoption of a more market focused approach to advertising and
promotion in view of the global economic downturn. Such increase was offset by an
increase in income tax expenses of about RMB11.5 million from RMB14.5 million for the
year ended 31 December 2008 to RMB26.0 million for the year ended 31 December 2009.
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Year ended 31 December 2008 compared to year ended 31 December 2007
Revenue

Our revenue increased by about 75.6% from about RMB193.9 million in the year
ended 31 December 2007 to RMB340.4 million in the year ended 31 December 2008. The
significant increase in revenue in the year ended 31 December 2008 was mainly due to: (i)
an increase in revenue from sales of V.E. DELURE products of about RMB92.1 million
because the number of Stores carrying the V.E. DELURE brand increased from 120 as at 31
December 2007 to 184 as at 31 December 2008 due to our Store expansion strategy; (ii) an
increase in revenue from sales of TESTANTIN products of about RMB32.8 million, since
the number of Stores carrying the TESTANTIN brand increased from 47 as at 31 December
2007 to 58 as at 31 December 2008 due to our Store expansion strategy; (iii) we began to
operate the CARTIER Stores which contributed RMB8.8 million to our revenue in the year
ended 31 December 2008; and (iv) we acquired 100% of the equity interest in each of
Guangzhou Changyue and Guangzhou Changzhuxing on 31 May 2007N°* and, as a result,
recorded revenue from Guangzhou Changyue and Guangzhou Changzhuxing for only
seven months in the year ended 31 December 2007 while we recorded a full year of
revenue from Guangzhou Changyue and Guangzhou Changzhuxing in the year ended 31
December 2008.

Cost of Sales

Cost of sales increased by approximately 55.4% from about RMB88.2 million in 2007
to approximately RMB137.1 million in 2008, primarily due to an increase in the revenue of
V.E. DELURE and TESTANTIN products for which we largely outsourced the production
process to outsourced manufacturers. The increase in cost of sales was also due to an
increase in revenue generated from sales of Harmont & Blaine products and the
commencement of our sale of CARTIER accessory products in the year ended 31 December
2008. Purchase costs of outsourced products and raw materials, in the aggregate,
constituted about 99.3% and 96.2% of the total cost of sales for the years ended 31
December 2007 and 2008, respectively.

Note: 31 May 2007 is treated as the acquisition date for accounting purposes, as on that date Evergreen
Guangdong began exercising control over Gua