CHINA LILANG LIMITED = B #IBB & BR A &

(incorporated in the Cayman Islands with limited liability) Stock Code: 1234

L. A0 N2 il E
(Glolal Otfenng

Sole Global Coordinator and Sole Sponsor

Joint Bookrunners and Joint Lead Managers

HSBC 94



IMPORTANT

IMPORTANT: If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional

LILANZ H#IER

CHINA LILANG LIMITED

Hr B A BE AR A F

(Incorporated in the Cayman Islands with limited liability)
Global Offering

Total number of Offer Shares : 300,000,000 Shares (subject to the Over-
under the Global Offering allotment Option)
Number of Public Offer Shares : 30,000,000 Shares (subject to adjustment)
Number of International Offer Shares : 270,000,000 Shares (subject to adjustment and
the Over-allotment Option)
Offer Price : Not more than HK$4.00 per Share and expected
to be not less than HK$3.20 per Share
(payable in full on application and subject to
refund) plus brokerage of 1%, SFC
transaction levy of 0.004% and Stock
Exchange trading fee of 0.005%
Nominal value : HKS$0.10 per Share
Stock code : 1234

Sole Global Coordinator and Sole Sponsor

BofA Merrill Lynch

Joint Bookrunners and Joint Lead Managers

BofA Merrill Lynch HSBC <»

PRC Domestic Financial Adviser

© 2l

INDUSTRIAL BANK CO..LTD

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

The Offer Price is expected to be determined by agreement between the Joint Bookrunners, on behalf of the Underwriters, and our
Company, on or before Thursday, 17 September 2009 or such later time as may be agreed between the parties, but in any event not later
than Wednesday, 23 September 2009. If, for any reason, the Joint Bookrunners, on behalf of the Underwriters, and our Company are
unable to reach an agreement on the Offer Price on or before Wednesday, 23 September 2009, the Global Offering will not proceed and will
lapse. The Offer Price will be not more than HK$4.00 per Offer Share and is currently expected to be not less than HK$3.20 per Offer
Share, unless otherwise announced. The Joint Bookrunners, on behalf of the Underwriters, may, with the Company’s consent, reduce the
number of Offer Shares being offered under the Global Offering and/or the indicative Offer Price range below that stated in this prospectus
(being HK$3.20 per Share to HK$4.00 per Share) at any time on or prior to the morning of the last date for lodging applications under the
Public Offering. In such a case, notices of the reduction of the number of Offer Shares and/or the reduction in the indicative Offer Price
range will be published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) as soon as
practicable, but in any event not later than the morning of the last day for lodging applications under the Public Offering. If applications
for Public Offer Shares have been submitted prior to the last day for lodging applications under the Public Offering, then even if the
number of Offer Shares and/or the Offer Price is so reduced such, application cannot be subsequently withdrawn.

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

Pursuant to the certain provisions contained in the Underwriting Agreements in respect of the Offer Shares, the Sole Global Coordinator,
on behalf of the Underwriters, has the right in certain circumstances, in its absolute discretion, to terminate the obligations of the
Underwriters pursuant to the Underwriting Agreements at any time at or prior to 8:00 a.m. (Hong Kong time) on the Listing Date.
Further details of the terms of such provisions are set out in “Underwriting — Grounds for Termination”. It is important that you refer to
that section for further details.
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EXPECTED TIMETABLE®O'E D

Application lists for the Public Offering open (note 2) .

Latest time to complete electronic applications
under the White Form eIPO service through

the designated website at www.eipo.com.hk (note 4) .

Latest time for lodging WHITE and
YELLOW Application Forms and giving electronic

application instructions to HKSCC (note 3) . . ... ..

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

or PPS payment transfer(s). ..................

Application lists close (note 2). . ... .............

Expected Price Determination Date (note 6) . . ... ...

Announcement of the Offer Price, the level of
indication of interest in the International Placing,
results of applications and the basis of allocation of
the Public Offer Shares under the Public Offering
to be published (a) in the South China Morning Post
(in English) and the Hong Kong Economic Times
(in Chinese) and (b) on the website of the

Stock Exchange at www.hkex.com.hk (note 7) ... ..

Results of allocations in the Public Offering
(with successful applicants’ identification

document numbers, where appropriate) to be available

..... 11:45 a.m. on Wednesday,

16 September 2009

..... 11:30 a.m. on Wednesday,

16 September 2009

. ... 12:00 noon on Wednesday,

16 September 2009

.... 12:00 noon on Wednesday,

16 September 2009

....12:00 noon on Wednesday,

16 September 2009

.. . Thursday, 17 September 2009

.. . Thursday, 24 September 2009

through a variety of channels, including the website of the

Stock Exchange at www.hkex.com.hk, the website
of our Company at www.lilanz.com

and at www.iporesults.com.hk as described

in “How to Apply for the

Public Offer Shares — Results of allocations” from .

.. . Thursday, 24 September 2009
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Despatch of share certificates in respect of wholly or partially
successful applications pursuant to the Public Offering
on or before (notes 5 & 8) . . . . .. Thursday, 24 September 2009

Despatch of refund cheques in respect of wholly successful
(where applicable) or wholly or partially
unsuccessful applications pursuant to the
Public Offering on or before (notes 8 to 12). ... ...... Thursday, 24 September 2009

White Form eIPO Refund payment instructions
in respect of wholly successful (where applicable)
or wholly or partially unsuccessful applications

will be despatched on or before (notes § to 12) . ... ... Thursday, 24 September 2009
Dealings in Shares on the Main Board of

the Stock Exchange to commenceon................. Friday, 25 September 2009
Notes:

(1)  All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its
conditions, are set out in “Structure and conditions of the Global Offering”.

(2) If thereis a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force
in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Wednesday, 16 September 2009, the
application lists will not open on that day. Further information is set out in “How to Apply for the Public
Offer Shares — Effect of bad weather conditions on the opening of the application lists”. If the
application lists do not open and close on Wednesday, 16 September 2009, the dates mentioned in
“Expected Timetable” may be affected. A press announcement will be made by us in such event.

(3) Applicants who apply for Public Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for the Public Offer Shares — How to apply by giving electronic
application instructions to HKSCC”.

(4)  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 prior to 11:30
a.m., you will be permitted to continue the application process (by completing payment of application
monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

(5)  Share certificates for the Public Offer Shares will become valid certificates of title at 8:00 a.m. on Friday,
25 September 2009 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.

(6) The Offer Price is expected to be determined by Thursday, 17 September 2009, but in any event, the
expected time for determination of the Offer Price will not be later than Wednesday, 23 September 2009.
If, for any reason, the Offer Price is not agreed between the Joint Bookrunners, on behalf of the
Underwriters, and our Company on or before Wednesday, 23 September 2009, the Global Offering will
not proceed.

— 11 -
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e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Public Offering and also in respect of wholly or partially successful
applications in the event that 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
delays in encashment of, or may invalidate, the refund cheque.

Applicants who have applied on WHITE Application Forms for 1,000,000 Public Offer Shares or more
under the Public Offering and have indicated in their applications that they wish to collect any refund
cheque(s) and/or Share certificate(s) in person from our Hong Kong Share Registrar, Computershare
Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, may do so in person from 9:00 a.m. to 1:00 p.m. on Thursday, 24
September 2009. Applicants being individuals who are applying for 1,000,000 Public Offer Shares or more
and opt for personal collection must not authorise any other person to make collection on their behalf.
Applicants being corporations who are applying for 1,000,000 Public Offer Shares or more and opt for
personal collection must attend by their authorised representatives bearing letters of authorisation from
their corporations stamped with the corporations’ chop. Identification and (where applicable)
authorisation documents acceptable to our Hong Kong Share Registrar, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, must be produced at the time of collection.

Applicants who have applied on YELLOW Application Forms for 1,000,000 Public Offer Shares or more
under the Public Offering may collect their refund cheque(s), where applicable, in person but may not elect
to collect their Share certificate(s), which will be deposited into CCASS for the credit of their designated
CCASS Participants’ stock accounts or CCASS Investor Participant stock accounts, as appropriate. The
procedures for collection of refund cheque(s) for YELLOW Application Form applicants are the same as
those for WHITE Application Form applicants specified in note (8) above.

Applicants who apply for Public Offer Shares by giving electronic application instructions to HKSCC
should refer to “How to Apply for the Public Offer Shares — 8. How to apply by giving electronic
application instructions to HKSCC” in this prospectus for details.

Applicants who apply for Public Offer via White Form eIPO should refer to “How to Apply for the Public
Offer Shares — 15. Refund of your money — additional information”.

Uncollected Share certificate(s) and refund cheque(s) will be despatched by ordinary post at the
applicants” own risk to the addresses specified in the relevant applications. Further details are set out in
“How to Apply for the Public Offer Shares — 14. If your application for the Public Offer Shares is
successful (in whole or in part) and 15. Refund of your money — additional information”.

For details of the structure of the Global Offering, including the conditions thereof,

please refer to “Structure and conditions of the Global Offering”.
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SUMMARY

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

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

OVERVIEW

We are one of the leading PRC menswear brands. According to a market study report
we commissioned from Frost & Sullivan, our LILANZ brand (which was known as
LILANG prior to September 2008) ranked first in terms of retail sales for the years ended
31 December 2007 and 2008 within the mainstream PRC brands market, which comprises
second and lower tier cities, and accounted for approximately 29.0% and 31.3% of the
menswear market by retail sales in the PRC in 2007 and 2008, respectively. See “Industry
Overview — The PRC Menswear Market” for a further discussion. In 2007 and 2008,
Forbes China magazine recognised Lilang China as one of “China’s Best Small & Medium-
sized Enterprises”. As an integrated fashion enterprise, we design, source, manufacture and
sell high-quality business and casual apparel for men. Founded in 1995, we have grown
rapidly in recent years.

We offer our customers designs for all seasons under our LILANZ brand. Our
menswear products are designed for business and casual purposes and primarily target
customers between the ages of 28 and 45. Our products include suits, jackets, shirts,
trousers, sweaters and accessories and are broadly divided into business formal, business
casual, fashion casual and sports. According to Frost & Sullivan, we were the first
menswear company among our competitors to offer a men’s business casual collection and
make it our product focus.

From the establishment of our Group until September 2008, we sold our products
exclusively under our Chinese brand name FJH} and our English brand name LILANG. To
differentiate ourselves from other domestic brands and to reflect our international styling,
our brand went through a series of transformations in September 2008. In that regard, we
introduced the first product collection designed by Mr. Ji Wen Bo under the English brand
name LILANZ, which is used either in conjunction with our Chinese brand name #JEB or on
its own; updated our store theme and design; and improved our marketing strategies. Our
Directors believe that the LILANZ brand has become a recognized brand name in the PRC.

We design our products in-house under the direction of Mr. Ji Wen Bo, one of the
PRC’s top fashion designers with over 20 years of experience in the fashion industry. Mr. Ji
Wen Bo joined us as a fashion and design consultant in 2001 and became our chief fashion
designer in 2007. Our design and product development team works closely with both our
suppliers and distributors on product development and designs to fine-tune our designs to
suit local tastes. We also seek to establish new trends and styles for menswear in the PRC.
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We believe that we offer our customers a range of clothing collections that portray a
“simple yet sophisticated” lifestyle. Our brand philosophy is to provide our consumers with
a sense that they are making a lifestyle choice.

Our products are sold across an extensive distribution network, covering 31 provinces,
autonomous regions and municipalities in the PRC. We sell substantially all of our products
on a wholesale basis to distributors who subsequently sell our products to end customers
through retail outlets operated by themselves or their sub-distributors, all of whom are
Independent Third Parties as of the Latest Practicable Date. Under our wholesale business
model, our distributors are principally responsible for selecting and ordering products and
overseeing the operation of retail outlets. When selecting distributors, we take into account
a number of factors, including geographical location, retail and management experience,
financial resources and capacity for developing the retail network. We enter into
distributorship agreements directly with our distributors. The agreements are generally
for one-year terms. If distributors fail to comply with the distributorship agreements, we
have the right to terminate the agreements.

Under our distributorship agreements, distributors are permitted to sub-contract the
operation of retail outlets to sub-distributors, subject to our approval of the sub-
distributorship agreement and the respective business plan. We do not have direct
contractual relationships with these sub-distributors. However, our distributors are
required to ensure that their sub-distributors comply with the terms and conditions of
the distributorship agreements.

As at 31 December 2006, 2007, 2008 and 30 June 2009, we had 27, 28, 51 and 53
distributors, who in turn had 1,338, 1,245, 1,257 and 1,185 sub-distributors, respectively. As
at 30 June 2009, our 53 distributors operated or subcontracted the operation of 2,456 retail
outlets covering 31 provinces, autonomous regions and municipalities in the PRC. Along
with this wholesale business model, we opened and have been operating a flagship store in
Jinjiang, our first directly operated retail outlet which was established in February 2008.
During the Track Record Period, sales to our distributors accounted for substantially all of
our turnover.

All of the retail outlets operate under the LILANZ brand and are required to sell our
products exclusively. As at 30 June 2009, there were 1,696 stand-alone stores, of which 473
were directly operated by our distributors and 1,223 by their sub-distributors, and there
were 760 concessions in department stores, of which 363 were directly operated by our
distributors and 397 by their sub-distributors. In order to maintain a consistent brand
image across the retail outlets, we impose uniform standards for, among other things, store
displays, marketing activities and daily operations, with which our distributors and their
sub-distributors must comply. We believe that our extensive and well-managed distribution
network has helped us build a unified brand image and increase our market penetration.

While continuing to expand our distribution network, we plan to cooperate with our
distributors to open flagship stores. We plan to lease premises at prime locations in major
cities in the PRC for operation thereof by our designated distributors after we renovate the
premises and turn them into flagship stores. This model should allow us to have better and
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more direct control over the location and layout of these flagship stores. We anticipate
opening one such flagship store by the end of 2009 and more flagship stores in the next few
years. These flagship stores are expected to be significantly larger than the existing retail
outlets operated by our distributors. We believe that these new flagship stores can help to
further promote our brand image by showcasing our complete line of collections and to
facilitate sales by our distributors and their sub-distributors in adjacent cities or regions.
Up to the Latest Practicable Date, no agreement had been signed between our Group and
our distributors for the opening of any flagship store. We expect to charge our designated
distributors for rent in respect of these premises only, and there will not be any profit
sharing arrangement with these designated distributors in respect of the income to be
derived from the flagship stores.

We hold sales fairs three times a year to showcase our autumn, winter, and spring/
summer collections to our existing and potential distributors. We also invite sub-
distributors and retail store managers, who place orders through their respective
distributors, to attend the sales fairs. Most of our orders are derived from the sales fairs.
During such sales fairs, we seek and obtain feedback on local fashion trends and market
demand that allows us to fine-tune our product design and merchandising strategy. We
believe that the sales and orders resulting from sales fairs allow us to estimate in advance
the quantity of products required for the coming season. This allows us to efficiently utilise
our production facilities and OEM contractors, respond quickly to market demand and
manage our inventory more efficiently.

We have built our brand through our national advertising campaigns. Our television
advertisements feature the well-known actor Mr. Chen Dao Ming (F##& ), who we believe
epitomises our “simple yet sophisticated” lifestyle philosophy. In our efforts to promote our
brand and appeal to a broader audience, we also appointed Mr. Daniel Wu (% Z 1) as our
brand spokesperson in August 2009 in addition to Mr. Chen Dao Ming (F%&E ). We also
advertise in fashion magazines and catalogues. Throughout our advertising campaigns, we
use our slogan “simple yet sophisticated” (f&i# 1M ASf&j ) to reinforce our brand image and
the lifestyle our brand seeks to convey.

Recently, we began to participate in international fashion shows. In particular, we
participated in the “Milan Menswear Show” (Milano Moda Uomo) and “Japan Fashion
Week in Tokyo”, both of which are major international fashion shows, in 2007 and 2008,
respectively. We have adopted carefully-tailored marketing and promotional strategies with
a view to maximising our exposure to our key target audience. We believe that our
participation in recognised fashion shows should help to enhance the prestige of our brand,
thereby enhancing our brand image. In 2007, our trademark “F|H8 LILANG” was
recognised as a “China Well-Known Trademark™ for clothing. In 2008, our F|HB brand
was awarded “The Most Influential Fashion Brand of Garment”. In 2009, our F|E} brand
was awarded the Planning Award of “2007-2008 China Apparel Brands Annual Awards”
( 120072008 H [ il 2 it F 4 5 R4 | K&K 48) and our “FIEF LILANZ” brand was
awarded the “2009 Top 10 Most Influential and Famous Apparel Brands in Asia” (2009
CEVINIE 358252 IR awN. L EAT )
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We manufacture a portion of our apparel at our own production facilities in Jinjiang,
Fujian and outsource the rest to OEM contractors. We also outsource the production of our
accessory products. We believe this combination of in-house and outsourced production
enables us to meet demand on a timely and cost-effective basis. Quality is one of our top
priorities, and our quality control team monitors each stage of our production process. We
also work closely with our OEM contractors to ensure that all of our apparel and
accessories meet our quality standards.

COMPETITIVE STRENGTHS

The Directors attribute our success to the following key competitive strengths:

A leading PRC casual menswear brand

Extensive and well-managed nationwide distribution network
Proactive and nationwide sales and marketing strategies
Strong design and product development capability

Experienced management team with a proven track record

BUSINESS STRATEGIES

To maintain our position as one of the leading menswear brands in the PRC, we intend
to capitalise on our brand recognition, enhance our competitiveness and achieve sustainable
sales growth. Specifically, we plan to pursue the following strategies to achieve our
objectives:

Expand and diversify our product offerings

Further strengthen and expand our distribution network and increase our retail
coverage

Further promote our LILANZ brand and enhance our marketing and
promotional strategies

Improve our operational and production management capabilities

Further strengthen our design and product development capabilities
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SHARE OPTION SCHEMES

Our Company adopted the Pre-IPO Share Option Scheme on 12 September 2008,
under which options to subscribe in aggregate for 9,611,100 Shares at 80% of the Offer
Price were outstanding as at the date of this prospectus, representing approximately 0.79%
of the issued share capital of our Company immediately after completion of the Global
Offering and the Capitalisation Issue as enlarged by issue of Shares pursuant to the exercise
of all options granted under the Pre-IPO Share Option Scheme assuming that all such
options are exercised in full, but without taking into account any Shares which may fall to
be allotted and issued upon the exercise of the Over-allotment Option and any options
which may be granted under the Share Option Scheme. Details of the Pre-IPO Share Option
Scheme and the options granted thereunder are set out in “Appendix VI — Statutory and
General Information — Other Information — Pre-IPO Share Option Scheme” to this
prospectus.

The exercise of the options granted under the Pre-IPO Share Option Scheme will result
in the dilution of the percentage interest in Shares of the then Sharcholders and the earnings
per Share at the time of such exercise. The following table illustrates the potential dilution
effect on the shareholding of our Company upon completion of the Global Offering and the
Capitalisation Issue (assuming that the Over-allotment Option is not exercised).

Number of Shares in

Number of Shares in issue after the exercise
issue after the Global of the options granted
Offering and the Approximate under the Pre-IPO Approximate
Shareholders (Note) Capitalisation Issue percentage Share Option Scheme percentage
Xiao Sheng International. 661,500,000 55.13% 661,500,000 54.69%
Ming Lang Investments. . 148,500,000 12.38% 148,500,000 12.28%
Wang Brothers. .. ... .. 68,850,000 5.70% 68,850,000 5.70%
Management and Other
Shareholders. . . ... .. 21,150,000 1.79% 21,150,000 1.74%
Grantees of share options 0 0% 9,611,100 0.79%
Other public Shareholders 300,000,000 25.00% 300,000,000 24.80%
1,200,000,000 100.0% 1,209,611,100 100.0%

Note: Details of the Sharecholders are described in the paragraph headed “Corporate Structure” under
the section headed “History and Development” in this prospectus.

Save for Mr. Yiu Hau Ming, a director of one of our subsidiaries and the nephew of the
Wang Brothers, who is a connected person (as defined in the Listing Rules) of our
Company, none of the other grantees under the Pre-IPO Share Option Scheme are
connected persons of our Company. As a condition to the grant of options to subscribe for
an aggregate of 105,878 Shares, Mr. Yiu has undertaken not to exercise such options if such
exercise would result in our Company failing to comply with the minimum public float
requirements under Rule 8.08 of the Listing Rules.
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It is expected that the exercise in full of the options granted under the Pre-IPO Share
Option Scheme will have a dilutive effect on the earnings per Share of our Company.

Our Company also conditionally adopted the Share Option Scheme on 4 September
2009. Under the Share Option Scheme, the eligible participants of the scheme, including
directors, fulltime employees of and advisers and consultants to our Company or our
subsidiaries, may be granted options which entitle them to subscribe for Shares, when
aggregated with options granted under any other scheme, representing initially not more
than 10% of the Shares in issue on the Listing Date. Further details of the rules of the Share
Option Scheme are set out in “Appendix VI — Statutory and General Information — Other
Information — Share Option Scheme” to this prospectus.
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SUMMARY FINANCIAL INFORMATION

The following tables present summary financial information for each of the three years
ended 31 December 2006, 2007 and 2008, and the six months ended 30 June 2008 and 2009,
and as at 31 December 2006, 2007 and 2008 and 30 June 2009. Financial results for the six
months ended 30 June 2009 are not necessarily indicative of the results that may be expected
for the year ending 31 December 2009. The summary financial information below has been
prepared in accordance with IFRS and derived from the accountants’ report prepared by
KPMG and included in Appendix I of this prospectus. Our financial information for the six
months ended 30 June 2008 has not been audited. Investors should read the summary
historical financial information below in conjunction with Appendix I to this prospectus for
more details.

Consolidated income statement data

Six months
Years ended 31 December ended 30 June
2006 2007 2008 2008 2009
(RMB thousand, except per share data)
(unaudited)
Turnover . ... ............ 418,195 885,921 1,135,684 483,945 600,176
Costofsales ............. (323,015) (652,020) (791,627) (339,779) (423,341)
Gross profit . . . . ...... . ... 95,180 233,901 344,057 144,166 176,835
Other revenue. . .. ... ...... 1,545 5,243 5,868 5,325 1,227
Selling and distribution expenses (37,338) (104,892) (146,469) (60,382)  (54,662)
Administrative expenses . . . . . (9,233)  (22,681) (34,300) (15,406)  (15,183)
Other operating (expenses)/

INCOME . . . . vt ve et (646) (1,844) 1,888 2,221 (183)
Profit from operations . . . . . . . 49,508 109,727 171,044 75,924 108,034
Finance costs . . . .......... (3,904)  (11,996)  (11,551) (4,572) (4,295)
Profit before taxation . . ... .. 45,604 97,731 159,493 71,352 103,739
Income tax. . ............. (13,023) (1,225) (5,361) (2,038) (13,775
Profit attributable to equity

shareholders. . . . . .. ... ... 32,581 96,506 154,132 69,314 89,964
Basic earnings per share

(RMB (cents)) . .......... 3.62 10.72 17.13 7.70 10.00
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Consolidated balance sheet data

Non-current assets

Property, plant and equipment. . . . .
Investment property . .. .........
Lease prepayments . . ... ........
Deposits for purchase of fixed assets. . . .
Deferred tax assets . . .. .........
Total non-current assets. . . . ... ...

Current assets

Inventories. . . .. ..............
Trade and other receivables. . ... ..
Amounts due from related parties. . .
Loan to a third party .. .........
Pledged bank deposits. .. ... ... ..
Cash . ....... ... ... ... .....
Total current assets. . .. .........

Current liabilities

Bank loans. . . ......... ... ....
Trade and other payables . ... ....
Loan from a third party .........
Amounts due to related parties . . ..
Current taxation. . . ... .........
Total current liabilities . . ... ... ..
Net current assets . . . . ..........
Total assets less current liabilities . . .

As at
As at 31 December 30 June
2006 2007 2008 2009
(RMB thousand)

c 35,289 106,088 135,823 146,582
c — — 30,072 30,719
- 14,669 14,357 39,875 39,455

16,228 21,542 3,615 728
- 777 1,185 997 819
- 66,963 143,172 210,382 218,303
- 40,326 96,033 171,487 186,018
- 209,245 305,334 383,748 341,828
- 47,583 1,294 220 —
C 1,000 — — —
- 14,970 54,009 42,201 27,763
C. 27,276 58,519 53,567 94,280
- 340,400 515,189 651,223 649,889
- 125,500 94,500 140,000 98,000
- 83,795 277,076 259,419 217,765
- 1,400 — — —
- 268 — 18,471 10,944
C. 8,260 — 890 6,081
- 219,223 371,576 418,780 332,790
C. 121,177 143,613 232,443 317,099
- 188,140 286,785 442,825 535,402
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As at
As at 31 December 30 June
2006 2007 2008 2009
(RMB thousand)
Non-current liabilities
Deferred tax liabilities. . . ... ... ... .. — — 1,543 3,357
Loans from controlling shareholders. . . . 139,422 139,422 — —
Payables for construction in progress . . . — 1,790 1,987 2,767
139,422 141,212 3,530 6,124
Netassets . ..................... 48,718 145,573 439,295 529,278
Equity
Share capital ... ... ... ... ... ...... 21,016 98 176 176
Reserves ... ........ .. ....... ... 27,702 145,475 439,119 529,102
Total equity . . . ... ............... 48,718 145,573 439,295 529,278
Summary consolidated cash flow data
Six months
Years ended 31 December ended 30 June
2006 2007 2008 2008 2009
(RMB thousand)
(unaudited)
Net cash (used in)/generated
from operating activities. . .. (109,262) 91,910 43,138 (14,095) 106,383
Net cash used in investing
activities . . . .. .......... (61,537) (16,461) (92,165) (42,990) (11,540)
Net cash generated from/(used
in) financing activities . .. .. 187,448 (44,206) 44,075 28,129 (54,130)
Net increase/(decrease) in cash. 16,649 31,243 (4,952) (28,956) 40,713
Cash at beginning of year/period 10,627 27,276 58,519 58,519 53,567
Cash at end of year/period . . . 27,276 58,519 53,567 29,563 94,280
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USE OF PROCEEDS

The Directors believe that the Global Offering should help to raise and strengthen our
corporate profile and capital base and provide funding for achieving our business strategies
and carrying out our future plans.

The net proceeds from the Global Offering are estimated to be approximately
HK$979.9 million, before exercise of the Over-allotment Option, after deducting underwriting
commissions and other estimated expenses and assuming an Offer Price of HK$3.60 per
Share, being the mid-point of the stated range of the Offer Price. The Directors intend to
use such net proceeds as follows:

approximately 15% (HK$147.0 million) to further expand our product
development studio in Shanghai and develop facilities in Xiamen, which will
include a new design and product development studio, a training centre and a
sales centre. We have acquired the land use right for the piece of land where the
above facilities in Xiamen will be situated, and we expect that the construction of
the above facilities will be completed by 2010;

approximately 15% (HK$147.0 million) to develop a sub-brand of our Group
targeting customers aged 20 to 30, which will be dedicated as follows:
approximately 20% for design and product development, approximately 10%
for production machinery and equipment, approximately 30% for advertising and
promotion, approximately 40% for renovation subsidies to distributors. The sub-
brand products will be sold under a similar business model to the existing one of
our Group;

approximately 15% (HK$147.0 million) to lease and renovate flagship stores in
the next few years for the distributors to operate (including one flagship store
anticipated to be opened by the end of 2009). We are in the process of looking for
strategic locations to establish flagship stores. As at the Latest Practicable Date,
we have not acquired any properties or entered into any leases for the purpose of
the establishment of flagship stores (other than the flagship store operating at the
headquarter in Jinjiang and the units acquired by us in Zhengzhou, the PRC);

approximately 20% (HK$195.9 million) to participate in promotional and brand
building activities, such as media advertising and spokesperson engagements, and
to assist distributors in refurbishing retail outlets. All distributors and sub-
distributors can apply for such subsidies. The grant of subsidies and the amount
thereof will be decided at our discretion after taking into consideration the size
and location of the retail outlets;

approximately 5% (HKS$49.0 million) to expand our production facilities at the
Wuli Industrial Park in Jinjiang, which will be dedicated as follows:
approximately 50% for constructing new manufacturing facilities and
approximately 50% for acquiring machines and equipment;
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e approximately 10% (HKS$98.0 million) for establishing an enterprise resource
planning system, developing the required information technology network and
obtaining the necessary consulting services and system software;

e approximately 10% (HK$98.0 million) to partially repay our bank loans with
principal amounts ranging from RMB1 million to RMB30 million at interest rates
ranging from 2.31% and 5.58% per annum with maturity dates falling between
October 2009 and February 2010. These bank loans were for working capital
purposes; and

e the remaining approximately 10% (HKS$98.0 million) to provide funding for
working capital and other general corporate purposes.

The net proceeds that we estimate we would receive from subscriptions for additional
Shares in the event the Over-allotment Option is exercised in full is approximately
HK$139.3 million and HK$174.1 million (assuming the lowest and highest points of the
proposed Offer Price range, respectively). In the event the Over-allotment Option is
exercised in full, we presently intend to apply the additional proceeds to the above uses in
the proportions stated above.

If the Offer Price is fixed above or below HKS$3.60 per Share, being the mid-point of
the proposed Offer Price range of HK$3.20 to HK$4.00 per Share, we intend to adjust the
allocation of the net proceeds to the above uses in the proportions stated above.

To the extent that the net proceeds from the Global Offering are not immediately
required for the above purposes, we will deposit the net proceeds in interest-bearing demand
deposits with financial institutions.

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2009

Forecast profit attributable
to equity holders™® Not less than

RMB281 million
(approximately HK$319 million)

Unaudited pro forma forecast earnings
per share®® RMBO0.234 (approximately HK$0.266)

(1) The bases and assumptions on which the profit forecast has been prepared are summarised in Appendix
III to this prospectus. The Directors have prepared the forecast consolidated profit attributable to equity
holders of the Company for the year ending 31 December 2009 based on the audited consolidated results
for the six months ended 30 June 2009 and a forecast of the consolidated results for the remaining six
months ending 31 December 2009.

(2) The calculation of the unaudited pro forma forecast earnings per share is based on the forecast
consolidated profit attributable to equity holders of our Company for the year ending 31 December 2009,
assuming that a total of 1,200,000,000 shares had been in issued during the entire year. The calculation of
the forecast earnings per share does not take into account any shares which may be issued upon the
exercise of the Over-allotment Option, any options granted under the Pre-IPO Share Option Scheme or
options that may be granted under the Share Option Scheme.
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(3) The forecast profit attributable to equity holders and forecast earnings per share are converted into HKS$
at the rate of HK$1.00 = RMBO0.8815 prevailing on 30 June 2009.

DIVIDEND POLICY

Our Company declared a special cash dividend of RMB53.0 million in August 2009.
Such special dividend was paid to our then Shareholders on 20 and 21 August 2009. Save as
disclosed above, no other dividends were paid by us or any of our subsidiaries to our or
their then shareholders during the Track Record Period. We intend to declare and pay
dividends in the future. The payment and the amount of any dividends will depend on the
results of our operations, cash flow, financial condition, statutory and regulatory
restrictions on the payment of dividends, future prospects and other factors that we may
consider relevant. Holders of the Shares will be entitled to receive such dividends on a pro
rata basis according to the amounts paid up or credited as paid up on the Shares. The
declaration, payment and amount of dividends will be subject to our discretion.

Dividends may be paid only out of our distributable profits as permitted under the
relevant laws. To the extent profits are distributed as dividends, such profits will not be
available to be reinvested in our operations. There can be no assurance that we will be able
to declare or distribute any dividend in the amount set out in any of our plan or at all. Our
dividend distribution record in the past may not be used as a reference or basis to determine
the level of dividends that may be declared or paid by us in the future.

Subject to the factors described above, we currently intend to recommend at the annual
general meetings of our Company a dividend of approximately 30% to 50% of our net
profit available for distribution to Shareholders after the Global Offering.
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OFFER STATISTICS

Based on an Offer Price Based on an Offer Price

of HK$3.20 of HK$4.00
Market capitalisation of the Shares™ . . . . .. HK$3,840.0 million ~ HK$4,800.0 million
Unaudited pro forma adjusted
net tangible assets per Share® . ... ... ... ... .. RMBI1.08 RMBI1.25
(HK$1.23) (HKS$1.42)

Notes:

ey

2

The calculation of market capitalisation is based on 1,200,000,000 Shares expected to be in issue following
completion of the Global Offering and Capitalisation Issue assuming the Over-allotment Option and
options granted or which may be granted under the Pre-IPO Share Option Scheme and the Share Option
Scheme are not exercised.

The unaudited pro forma adjusted net tangible assets per Share is arrived at after the adjustments referred
to in “Unaudited Pro Forma Financial Information — A. Unaudited Pro Forma Adjusted Net Tangible
Assets” in Appendix II to this prospectus and on the basis that 1,200,000,000 Shares expected to be in
issue following the Global Offering and Capitalisation Issue, but takes no account of any Shares which
may fall to be issued upon the exercise of the Over-allotment Option and the options that may be granted
under the Pre-IPO Share Option Scheme and the Share Option Scheme.

RISK FACTORS

We believe that there are certain risks involved in our operations, many of which are

beyond our control. These risks are set out in “Risk factors” and are summarised below.

Risks Relating to Our Business

Failure to successfully promote our brand may materially and adversely affect our
business and results of operations.

We rely on a small number of distributors for the sale of our products and our failure
to renew distributorship agreements with our major distributors or a breach of such
distributorship agreements by them may materially and adversely affect our results of
operations.

Our business may be negatively affected if our distributors or their sub-distributors fail
to comply with our retail policies.

We may not be able to monitor the inventory levels at our distributors.

Our brand image and business may be negatively affected by actions of our OEM
contractors.
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We rely on our OEM contractors for the production of a significant portion of our
products and any material disruption to the supply of products from our OEM
contractors would materially and adversely affect our results of operations.

Our results of operations may be adversely affected by an increase in the cost of raw
materials, labour or products manufactured by OEM contractors.

We may be unable to implement and manage future rapid growth and expansion.

Our ability to obtain additional financing may be limited, which could delay or prevent
the completion of one or more of our strategies.

Our success depends on our ability to retain our senior management team and our
ability to attract and retain additional management and other qualified personnel.

Our business is susceptible to seasonal fluctuations and extreme or unsecasonable
weather conditions.

We may be affected by infringement of our intellectual property rights or by claims of
third parties alleging possible infringement of their intellectual property rights.

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

We may be exposed to product liability, property damage or personal injury claims,
which may materially and adversely affect our reputation and business.

We may be requested to make up any unpaid contribution to the social security
insurance schemes during the Track Record Period.

The Controlling Sharcholders may take actions that are not in, or may conflict with,
public sharecholders’ best interests.

We are a holding company that relies heavily on dividend payments from our
subsidiaries for funding.

Risks Relating to Our Industry

Fluctuations in consumer spending caused by changes in macroeconomic conditions in
the PRC may significantly affect our business, financial condition, results of
operations and prospects.

We face intense competition.

Risks Relating to the PRC

PRC economic, political and social conditions, as well as government policies, could
adversely affect our business.
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PRC regulations relating to the establishment of offshore special purpose companies
by PRC residents may subject our PRC resident shareholders to personal liability and
limit our ability to acquire PRC companies or to inject capital into our PRC
subsidiaries, limit our PRC subsidiaries’ ability to distribute profits to us or otherwise
materially and adversely affect us.

We will not be able to continue to enjoy our current preferential tax treatment.
We may become subject to PRC income tax on any future global income.

The value of any future dividends and gains on the sale of our Shares may be reduced
by PRC withholding taxes.

Our labour cost may be increased due to the implementation of the new PRC Labour
Contract Law.

Our business may be materially and adversely impacted by recent financial difficulties
and economic conditions in the United States, Europe and elsewhere.

It may be difficult to effect service of process upon us or our Directors who reside in
China or to enforce against them or us in China any judgments obtained from
non—Chinese courts.

Changes to foreign exchange regulations, fluctuations in the value of the RMB or
certain PRC accounting requirements and the provisions in the articles of association
of our PRC subsidiaries may adversely affect our ability to pay dividends.

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

A material disruption of our operations or the operations of our distributors and/or
sub-distributors from force majeure events could materially and adversely affect our
results of operations.

Any recurrence of severe acute respiratory syndrome, or SARS, pandemic avian
influenza or an increase in the severity of HINI flu (swine flu) or another widespread
public health problem could materially and adversely affect our business and results of
operations.
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Risks Relating to the Global Offering

There has been no prior public market for the Shares.

The liquidity and market prices of the Shares following the Global Offering may be
volatile.

Sales or anticipated future sales of substantial amounts of the Shares in the public
market after the Global Offering could adversely affect the prevailing market price of
the Shares.

Prior dividend distributions are not an indication of our future dividend policy.

Certain facts, forecasts and other statistics with respect to China, China’s economy
and the menswear industry in this prospectus are derived from official government
publications and may not be reliable.

You may face difficulties in protecting your interests because we are incorporated
under Cayman Islands law and Cayman Islands law may provide less protection to
minority shareholders than the laws of Hong Kong and other jurisdictions.

Forward-looking information contained in this prospectus may prove inaccurate.

Potential investors will experience immediate and substantial dilution as a result of the
Global Offering, and the exercise of options granted or to be granted under our share
option schemes may result in dilution to our shareholders.

You should not rely on any information contained in press articles or other media
regarding the Group and the Global Offering.
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In this prospectus, unless the context otherwise requires, the following expressions
have the following meanings.

“Application Form(s)”

“Articles of
Association” or
“Articles”

“associate”

“Board of Directors” or
“Board”

“business day”

“BVI”
“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

“CCASS Participant”

WHITE application form(s), YELLOW application form(s) and
GREEN application form(s), individually or collectively, as the
context may require

the articles of association of our Company, as adopted on 4
September 2009, and as amended from time to time, a summary
of which is contained in Appendix V to this prospectus

has the meaning ascribed to it under the Listing Rules

the board of Directors

a day on which banks in Hong Kong are generally open for
business to the public and which is not a Saturday, Sunday or
public holiday in Hong Kong

the British Virgin Islands
compound annual growth rate

the issue of Shares to be made upon the capitalisation of certain
sums standing to the credit of the share premium account of our
Company referred to in “Appendix VI — Statutory and General
Information — Further information about our Company —
Resolutions in writing of the Shareholders passed on 12
September 2008 and 4 September 2009” to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

—17 —



DEFINITIONS

“China” or “PRC”

“China National
Garment
Association”

“China Well-Known
Trademark”

“Companies Law”

“Companies
Ordinance”

“Company” or “our
Company”

“Controlling
Shareholders”
“Director(s)”
“First tier cities”
“Fourth tier cities”

“Frost & Sullivan”

13 GDP”
“Global Offering”

“GREEN application
Form(s)”

the People’s Republic of China, which for the purpose of this
prospectus and for geographical reference only, excludes Hong
Kong, Macau and Taiwan

a non-profit making and nationwide intermediary organisation
among garment manufacturers in the PRC which provides its
members with regulatory and market information relating to the
garment industry in the PRC

a well-known trademark recognised by the Trademark Review
and Adjudication Board in the PRC or Trademark Office of the
State Administration for Industry and Commerce of the PRC, or
People’s Court of middle level or above

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

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

China Lilang Limited (HFEIFIEBAFRATR]), an exempted
company incorporated in the Cayman Islands with limited
liability on 2 January 2008

the Wang Brothers, Xiao Sheng International and Ming Lang
Investments

the director(s) of our Company or any one of them
Beijing, Shanghai and Guangzhou
county-level and other township-level cities

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., the
industry consultants, market research analysts, technology
analysts and economists, an Independent Third Party

gross domestic product
the Public Offering and the International Placing

the application form(s) to be completed by White Form eIPO
service provider designated by our Company
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LR N3

“Group”, “our Group”,
“We” Or LLuS”

“HKS$” or “HK dollars”
and “HK cents”

“HKFRS”
“HKSCC”
“Hong Kong”

“Hong Kong Share
Registrar”

“HSBC”

“IFRS”

“Independent Third
Party”

“International Offer
Shares”

“International Placing”

“International
Underwriters”

“International
Underwriting
Agreement”

our Company and our subsidiaries at the relevant point of time
(including where the context so requires, in respect of the period
before our Company became the holding company of our present
subsidiaries, the present subsidiaries of our Company)

Hong Kong dollars and cents respectively, the lawful currency of
Hong Kong

Hong Kong Financial Reporting Standards
Hong Kong Securities Clearing Company Limited
the Hong Kong Special Administrative Region of the PRC

Computershare Hong Kong Investor Services Limited

The Hongkong and Shanghai Banking Corporation Limited

the International Financial Reporting Standards promulgated by
the International Accounting Standards Board

a party which is not connected (as defined in the Listing Rules)
to the Directors, substantial shareholders or chief executives of
our Company or our subsidiaries and their respective associates

the 270,000,000 Shares initially being offered by our Company
for subscription at the Offer Price under the International
Placing (subject to adjustment as described in “Structure and
conditions of the Global Offering”) together with (unless the
context otherwise requires) any Shares to be issued pursuant to
any exercise of the Over-allotment Option

the conditional placing by the International Underwriters of the
International Offer Shares for cash at the Offer Price plus
brokerage of 1%, SFC transaction levy of 0.004% and Stock
Exchange trading fee of 0.005% of the Offer Price, details of
which are described in “Structure and conditions of the Global
Offering” on and subject to the terms and conditions stated
herein and in the International Underwriting Agreement

the underwriters of the International Placing
the conditional placing and underwriting agreement relating to
the International Placing and to be entered into by, among

others, our Company and the International Underwriters on or
about the date of the Price Determination Agreement
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“Joint Bookrunners”

“Joint Lead Managers”

“Latest Practicable

Date”

“Lilang China”

“Lilang Fujian”

“Lilang Holdings”

“Lilang International”

“Lilang Xiamen”

“LILANZ”

“Listing”

“Listing Date”

“Listing Rules”

Merrill Lynch International and HSBC

Merrill Lynch Far East Limited and HSBC for the Public
Offering; Merrill Lynch International and HSBC for the
International Placing

4 September 2009, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining certain
information contained in this prospectus

FIRR(H B A PR/~ 7 (Lilang (China) Co., Ltd.) a wholly foreign-
owned enterprise incorporated under the laws of the PRC on 25
March 2005 and an indirect wholly-owned subsidiary of our
Company

FIRR (8 ) RF 44T BR A F] (Lilang (Fujian) Garment Co., Ltd.), a
wholly foreign-owned enterprise incorporated under the laws of
the PRC on 24 April 1995 and an indirect wholly-owned
subsidiary of our Company

Lilang Holdings Limited, a company incorporated in the BVI
with limited liability on 4 December 2007, a direct wholly-owned
subsidiary of our Company

Lilang (Hong Kong) International Co., Limited, a company
incorporated in Hong Kong with limited liability on 23 March
2004 and an indirect wholly-owned subsidiary of our Company

FIRR (I )M i A7 BR A 7] (Lilang (Xiamen) Garment Co., Ltd.), a
wholly foreign-owned enterprise incorporated under the laws of
the PRC on 12 June 2006 and an indirect wholly-owned
subsidiary of our Company

the brand name used by our Group, being F|H} in Chinese and
LILANZ in English, which have been used by our Group for the
marketing of our products or, where the context so requires, the
English brand name LILANG which had been used prior to
September 2008

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

the date expected to be on or about Friday, 25 September 2009,
on which the Shares are listed and from which dealings therein
are permitted to take place on the Stock Exchange

the Rules Governing the Listing of Securities on The Main Board
of The Stock Exchange of Hong Kong Limited (as amended)
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“Luxury Brands”

“Macau”
“Mainstream Brands”

“Management and
Other Shareholders”

“Memorandum of
Association” or
“Memorandum”

“Ming Lang
Investments”

GLNBS”
“New Income Tax
Law”

“OEM”

“Offer Price”

“Offer Shares”

those brands which are focused on First tier cities and Second
tier cities

the Macau Special Administrative Region of the PRC
those brands which are focused on Second and lower tier cities

Mr. Cai Rong Hua, Mr. Hu Cheng Chu, Mr. Wang Ru Ping, Mr.
Pan Rong Bin, all being the executive Directors, Mr. Wang Qiao
Xing, the elder brother of the Wang Brothers, Mr. Chen Wei Jin,
being the brother-in-law of Mr. Wang Dong Xing and one of our
employees, Ms. Chen Yu Hua, being an aunt of the Wang
Brothers, and Mr. Xu Tian Min, being one of our employees

the memorandum of association of our Company

Ming Lang Investments Limited, a company incorporated in the
BVI with limited liability on 4 December 2007 which is owned as
to an aggregate of 76.50% by the Wang Brothers and an
aggregate of 23.50% by the Management and Other
Shareholders, being one of our substantial Sharecholders

the National Bureau of Statistics of China

the Enterprise Income Tax Law promulgated by the National
People’s Congress on 16 March 2007 and which became effective
on 1 January 2008

an acronym for original equipment manufacturer, a business that
manufactures goods or equipment for branding and resale by
others

the final Hong Kong dollar price per Offer Share (before
brokerage of 1%, SFC transaction levy of 0.004% and Stock
Exchange trading fee of 0.005%) at which Shares are to be
subscribed pursuant to the Global Offering, which will be not
more than HK§4.00 and is expected to be not less than HK§3.20,
to be determined as described in “Structure and conditions of the
Global Offering — Determining the Offer Price”

the Public Offer Shares and the International Offer Shares
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“Over-allotment
Option”

“PBOC”

“Pre-IPO Share Option
Scheme”

“Price Determination
Agreement”

“Price Determination
Date”

“Public Offer Shares”

“Public Offer
Underwriters”

“Public Offer
Underwriting
Agreement”

the option to be granted by our Company to the International
Underwriters, exercisable by the Sole Global Coordinator on
behalf of the International Underwriters, under the International
Underwriting Agreement pursuant to which our Company may
be required by the Sole Global Coordinator to allot and issue up
to 45,000,000 additional new Shares, representing 15% of the
Offer Shares initially available under the Global Offering, at the
Offer Price to cover over-allocations in the International Placing

the People’s Bank of China

the Pre-IPO Share Option Scheme adopted by our Company on
12 September 2008, the principal terms of which are summarised
in “Appendix VI — Statutory and General Information — Other
Information — Pre-IPO Share Option Scheme” to this
prospectus

the agreement to be entered into between our Company and the
Joint Bookrunners (for itself and on behalf of the Underwriters)
at or about the Price Determination Date to fix the Offer Price

the date, expected to be on or about Thursday, 17 September
2009 or such later date as may be agreed by us and the Joint
Bookrunners, but not later than Wednesday, 23 September 2009,
on which the Offer Price is fixed for the purposes of the Global
Offering

the 30,000,000 Shares initially being offered for subscription by
our Company at the Offer Price under the Public Offering
(subject to adjustment as described in “Structure and conditions
of the Global Offering”)

the underwriters of the Public Offering named in the section
headed “Underwriting — Public Offer Underwriters”

the conditional public offer underwriting agreement dated 10
September 2009 relating to the Public Offering entered into by
our Company, the Controlling Shareholders, the Management
and Other Shareholders, the Sole Sponsor, the Joint
Bookrunners and the Public Offer Underwriters
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“Public Offering”

“QIBS”
“Regulation S”

“Reorganisation”

“RMB”
“Rule 144A”
“SAFE”

“SAFE Notice”

“Second tier cities”

“Second and lower tier
cities”

LCSFC”

“SFO”

“Share(s)”

the offer by our Company of the Public Offer Shares for
subscription by the public in Hong Kong as described in
“Structure and conditions of the Global Offering” in this
prospectus at the Offer Price (plus brokerage of 1%, SFC
transaction levy of 0.004% and Stock Exchange trading fee of
0.005% of the Offer Price) and on and subject to the terms and
conditions stated herein and in the Application Forms relating
thereto

qualified institutional buyers within the meaning of Rule 144A
Regulation S under the US Securities Act

the reorganisation by the companies comprising our Group in
preparation for the listing of the Shares on the Stock Exchange.
See “Appendix VI — Statutory and General Information —
Further Information About our Company — Group
reorganisation” to this prospectus

Renminbi, the lawful currency of the PRC
Rule 144A under the US Securities Act
the State Administration of Foreign Exchange of the PRC

the Notice on Relevant Problems Relating to the Administration
of Foreign Exchange in Corporate Financing by Domestic
Residents Through Overseas Special Objective Companies and
Return Investments (B 5% A B8 48 35 ARk B 1928 7 & K&
RFERCE S EE I A B M ERY A1) issued by SAFE on 21
October 2005 and effective from 1 November 2005

the capitals of provinces in the PRC excluding Guangzhou,
municipalities excluding Shanghai and Beijing, and the capitals

of the autonomous regions in the PRC

Second tier cities, Third tier cities and Fourth tier cities

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) of HK$0.10 each in the issued share capital of
our Company
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DEFINITIONS

“Shareholder(s)”

“Share Option Scheme”

“Sole Global
Coordinator”

“Sole Sponsor”
“Sq.ft”
“Sq.m_”

“Stock Exchange”

“Third tier cities”

“Track Record Period”

“Underwriters”

“Underwriting

Agreements”

“United States” or
“US 2"

“US$” or “US dollars”
“US Person”
“US Securities Act”

“Wang Brothers”

“White Form eIPO”

“White Form eIPO
Service Provider”

holder(s) of Shares

the share option scheme conditionally adopted by our Company
on 4 September 2009, the principal terms of which are
summarised in “Appendix VI — Statutory and General
Information — Other Information — Share Option Scheme” to
this prospectus

Merrill Lynch International

Merrill Lynch Far East Limited

square feet

square metre

The Stock Exchange of Hong Kong Limited

prefecture-level cities in the PRC, excluding any First and
Second tier cities

the periods comprising the three financial years ended
31 December 2008 and the six months ended 30 June 2009

the International Underwriters and the Public Offer
Underwriters

the International Underwriting Agreement and the Public Offer
Underwriting Agreement

the United States, as defined in Regulation S

United States dollars, the lawful currency of the United States
has the meaning given to it in Regulation S
the US Securities Act of 1933, as amended

Messrs. Wang Dong Xing, Wang Liang Xing and Wang Cong
Xing, all being executive Directors

applying for Public Offer Shares to be issued in your own name
by submitting applications online through the designated website
at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited
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DEFINITIONS

“WTO” the World Trade Organization

“Wuli Industrial Park” a parcel of land located in Junbian Village, Yonghe Town,
Dashanhou District, Lingyuan Street, Jinjiang City Technology

and Industry Park (& 7L R T35 R o 5 A 78 K 1L A8 A e ik

A4
“Xiao Sheng Xiao Sheng International Limited, a company incorporated in
International” the BVI with limited liability on 4 December 2007 which is owned

as to an aggregate of 76.50% by the Wang Brothers and an
aggregate of 23.50% by the Management and Other
Shareholders, being one of the Controlling Shareholders

“%” per cent.

Unless otherwise specified, statements contained in this prospectus assume no exercise of
the Over-Allotment Option.

All times refer to Hong Kong time.

If there is any inconsistency between the Chinese name of the PRC laws and regulations
or PRC entities mentioned in this prospectus and their English translation, the Chinese version
shall prevail.

Unless otherwise specified, amounts denominated in RMB and USS$ have been converted
into Hong Kong dollars in this prospectus for the purpose of illustration only at the rates set
out below:

HK$1.00: RMB0.8815
HK$7.7505: US81.00

No representation is made that any amounts in RMB, US$ or HKS$ can be or could have
been converted at the relevant dates at the above rates or any other rates or at all.

In this prospectus, references to years are to calendar years unless otherwise stated.

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

Translated English names of Chinese natural persons, legal persons, governmental
authorities, institutions or other entities for which no official English translation exist are
unofficial translations for reference only.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject
to significant risks and uncertainties. These forward-looking statements include, without
limitation, statements relating to:

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

e  our dividend distribution plans;
e  our capital commitment plans;

e our operations and business prospects, including development plans for our
existing business;

° our financial condition;
e the future competitive environment for the PRC menswear industry;

e the regulatory environment as well as the general industry outlook for the PRC
menswear industry; and

e  general economic trends of the PRC.

The words “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”,
“plan”, “seek”, “will”, “would” and similar expressions, as they relate to us, are intended to
identify a number of these forward-looking statements. These forward-looking statements
reflect our current views with respect to future events, are not a guarantee of future
performance and are subject to certain risks, uncertainties and assumptions, including the
risk factors described in this prospectus. One or more of these risks or uncertainties may

materialise, or underlying assumptions may prove incorrect.

Subject to the requirements of the Listing Rules, we do not intend to publicly update or
otherwise revise the 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
in this prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

Investing in the Shares involves certain risks. You should carefully consider each of the
risks described below and all of the other information contained in this prospectus, should
not only consider Appendix I, should also read all other parts of prospectus before deciding
to purchase the Shares. You should be aware that our subsidiaries in the PRC are governed
by a legal and regulatory environment that in some respects differs significantly from that in
other countries. If any of the following risks occur, our business, financial condition and
results of operations could be materially and adversely affected. In that case, the trading
price of the Shares could decline, and your investment could be adversely affected.

RISKS RELATING TO OUR BUSINESS

Failure to successfully promote our brand may materially and adversely affect our business
and results of operations.

Brand image is a key factor in consumer purchasing decisions for menswear products.
We are committed to building our brand through the introduction of stylish and quality
designs as well as through national advertising campaigns. We believe that we have been
successful in establishing our brand in the PRC. Our ability to maintain and further develop
our brand in the PRC depends, in part, on our ability to meet changing consumer tastes and
preferences and the effectiveness of our advertising campaigns. We may misjudge changes in
fashion trends or fail to respond to such changes in a timely manner. In addition, we may
embark on unsuccessful advertising campaigns that do not achieve their intended results or
engage spokespersons who could generate negative publicity over which we have no control.
If we are unable to successfully maintain and promote our brand, our business and results
of operations may be materially and adversely affected.

We rely on a small number of distributors for the sale of our products and our failure to renew
distributorship agreements with our major distributors or a breach of such distributorship
agreements by them may materially and adversely affect our results of operations.

We primarily sell our products in the PRC to 53 distributors, who in turn sell our
products to consumers through retail outlets directly operated by them or by sub-
distributors under their oversight. We do not have control over sub-distributors or retail
outlets and the ultimate sales by distributors, sub-distributors and the retail outlets that
they operate. During the Track Record Period, sales to our distributors accounted for
substantially all of our turnover. During the same period, sales to our top five customers
accounted for 55.3%, 42.6%, 34.6% and 34.0%, respectively, of our turnover, and sales to
our largest customer accounted for 21.1%, 13.2%, 12.7% and 12.7%, respectively, of our
turnover. Among our distributors, seven of them had been owned by Mr. Hu Cheng Chu
and Mr. Pan Rong Bin, two of our executive Directors, for a period during the two years
ended 31 December 2007, and the sales by these distributors contributed to 21.1% and
12.9% of our turnover during the years ended 31 December 2006 and 2007 before Mr. Hu
and Mr. Pan disposed of their interests in these distributors in 2007. If our distributors do
not continue to open new retail outlets, either by themselves or through their sub-
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distributors, or are otherwise unsuccessful in selling our products or we fail to effectively
supervise and manage our distributors, their sub-distributors or the retail outlets they
operate, our result of operations may be materially and adversely affected.

We have entered into agreements with our distributors for a term of one year,
renewable annually with minimum purchase requirements. There is no assurance that we
will be able to renew our distributorship agreements or renew such agreements on terms
that are favourable to us, or that the distributors will place orders with us at the same level
as before. In addition, there is also no assurance that one or more of our major distributors
will not breach their distributorship agreements or fail to comply with their obligations
thereunder, including with respect to our retail policies and provision of sales reports. In
such event or events, our results of operations may be materially and adversely affected.

Our business may be negatively affected if our distributors or their sub-distributors fail to
comply with our retail policies.

Our products are sold to end customers through retail outlets operated by our
distributors or their sub-distributors. We rely on contractual obligations set forth in the
distributorship agreements to impose our retail policies on the outlets operated by such
distributors and their sub-distributors. We do not have direct contractual relationships with
the sub-distributors and we rely on our distributors to oversee these sub-distributors. If our
distributors or their sub-distributors fail to comply with the retail policies, we may not be
able to effectively manage our sales network or maintain a uniform brand image, which may
result in erosion of goodwill and an unfavourable public perception of our brand. Although
we have the right to replace any distributor who fails to comply with our retail policies, we
may be unable to find replacements for them in a timely manner. As a result, our business
and results of operations may be materially and adversely affected.

We may not be able to monitor the inventory levels at our distributors.

Our control over the ultimate retail sales by our distributors, their sub-distributors and
the retail outlets they operate is limited. We have a dedicated team to monitor our
distributors’ and their sub-distributors’ performance. Our distributor agreements require
our distributors to provide us with sales and market information on a regular basis or upon
request by us. We require distributors to submit sales reports on a weekly basis. However,
such measures require the cooperation of distributors to accurately and timely report and
submit the relevant data to us, and we may not be able to ensure the accuracy of the data
provided by our distributors or collected by us. We also do not currently have in place an
enterprise resource planning system. Due to the above reasons, we may not be able to
accurately monitor the inventory levels at our distributors and their sub-distributors’ retail
outlets that sell our products, or to identify or prevent any excessive inventory build-up at
these retail outlets.

Our brand image and business may be negatively affected by actions of our OEM contractors.

During the Track Record Period, the cost of outsourced production as a percentage of
our cost of sales was 33.2%, 45.1%, 41.9% and 61.2%, respectively. We exercise only
limited control over the operations of our OEM contractors and are therefore not able to

— 28 —



RISK FACTORS

ensure their compliance with applicable laws and regulations. The failure on the part of our
OEM contractors to comply with certain laws, such as labour and environmental laws, may
result in negative publicity which may damage our brand and undermine our brand building
efforts. As a result, our business and results of operations may be adversely affected.

We rely on our OEM contractors for the production of a significant portion of our products
and any material disruption to the supply of products from our OEM contractors would
materially and adversely affect our results of operations.

During the Track Record Period, the sale of outsourced products represented 34.0%,
45.7%, 42.9% and 63.8% of our turnover, respectively. The cost of outsourced production
as a percentage of our cost of sales was 33.2%, 45.1%, 41.9% and 61.2%, respectively.
These OEM products comprise certain of our apparel products as well as our accessories.
We cannot assure you that we will not face material disruptions to the supply of products
from our OEM contractors in the future. In the event of such disruptions, we may not be
able to find suitable alternative OEM contractors on a timely basis or offset such
disruptions by increasing production at our own production facilitiecs. Any material
disruption in the supply of products from our OEM contractors may materially and
adversely affect our results of operations.

Our results of operations may be adversely affected by an increase in the cost of raw materials,
labour or products manufactured by OEM contractors.

We rely on our suppliers for raw materials and our OEM contractors for certain
products. The principal raw materials used in our products are cotton, wool, polyester and
blended fabrics. In addition, our operations are labour-intensive. For the years ended 31
December 2006, 2007 and 2008 and the six months ended 30 June 2009, the cost of raw
materials accounted for 86.9%, 82.2%, 80.3% and 81.7%, respectively, of the cost of our
own production, and the cost of direct labour accounted for 9.8%, 11.7%, 11.3% and 8.0%,
respectively, of the cost of our own production. The cost of outsourced production as a
percentage of the cost of sales was 33.2%, 45.1%, 41.9% and 61.2%, respectively. We do
not maintain long-term contracts with our raw material or OEM product suppliers, and
prices that we pay for such materials and OEM products may increase due to greater
industry demand or a shortage of supplies. The extent of labour costs in the PRC has
increased and may continue to increase in the future. If we are unable to identify and
employ other appropriate means to reduce costs of our own or outsourced production, or
pass on such increase in the cost of raw materials, labour or OEM contracted products to
our customers, our results of operations may be materially and adversely affected.

We may be unable to implement and manage future rapid growth and expansion.

We have grown rapidly over the past few years and our turnover increased by 111.8%
from RMB418.2 million in 2006 to RMB885.9 million in 2007 and by 28.2% from
RMB885.9 million in 2007 to RMB1,135.7 million in 2008. The number of retail outlets
operated by our distributors or their sub-distributors increased during the same period from
2,002 in 2006 to 2,186 in 2007 and to 2,491 in 2008. We intend to continue to expand our
retail network by cooperating with our distributors to open flagships stores and increasing
our distribution network. This expansion plan may place significant strain on our
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managerial, operational and financial resources. We cannot assure you that our personnel,
systems, procedures and controls will be adequate to implement our business plans or
support our future growth. Additionally, if we are unable to obtain additional funds when
required, we may not be able to finance our expansion plans. In order to open these flagship
stores in major cities in the PRC, we will need to identify and secure suitable properties on
commercially viable terms. Given the scarcity of prime locations and their relatively high
rental rates in such cities, there is no assurance that we will be able to secure desirable
locations and establish our flagship stores on economically viable terms. There is also no
assurance our distributors will satisfy the expansion plans for our distribution network.

Our ability to obtain additional financing may be limited, which could delay or prevent the
completion of one or more of our strategies.

We have, to date, financed our working capital and capital expenditure needs primarily
through operating cash flows, bank loans from local banking institutions, shareholder
advances and capital contributions. Our working capital needs and our capital expenditure
needs may increase in the future as we continue to expand our business. Our ability to raise
additional capital will depend on the financial success of our current business and the
successful implementation of our key strategic initiatives, as well as financial, economic and
market conditions and other factors, some of which are beyond our control. We may not be
successful in raising any required capital on reasonable terms and at required times, or at
all. If we are unsuccessful in raising additional capital or if new capital funding costs are
higher than our prior capital funding costs, our business operations may be materially and
adversely impacted, with similar effects on our results of operations and financial
condition.

Our success depends on our ability to retain our senior management team and our ability to
attract and retain additional management and other qualified personnel.

Many of our senior management team have been with us for over eight years. Their
talent, effort, experience and leadership are critical to the success of our business. In
particular, the leadership of the Wang Brothers is crucial to our business. We have entered
into three-year contracts, including non-compete undertakings, with all of our executive
Directors and senior management. However, there can be no assurance such contracts will
not be terminated or breached. With respect to our chief financial officer, Mr. Yu Cheeric,
his contract is for an initial term of one year and shall thereafter be renewable automatically
unless otherwise terminated by us or Mr. Yu upon not less than three months’ written
notice. The loss of the services of any members of our executive Directors and senior
management team, particularly any of the Wang Brothers, could have a material adverse
effect on our ability to manage and develop our business and on our results of operations.

Our success also depends upon the continued service of our sales and design personnel
and our ability to continue to attract, retain and motivate such personnel. There is intense
competition to recruit technically competent personnel with expertise in the menswear
industry, and we have periodically experienced difficulties in recruiting suitable personnel.
We may also need to offer better compensation and other benefits in order to attract and
retain these personnel in the future, and we cannot assure you that we will have the
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resources to meet our staffing needs. These difficulties could limit our output capacity or
reduce our operating efficiency and product quality, which could reduce our profitability
and limit our ability to grow.

Our business is susceptible to seasonal fluctuations and extreme or unseasonable weather
conditions.

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. As a result, comparisons of sales and operating results between different periods
within a single financial year, or between different periods in different financial years, are
not necessarily meaningful and cannot be relied on as indicators of our performance. Any
seasonal fluctuations reported in the future may not match expectations of our investors.
This could cause the trading price of the Shares to fluctuate. In addition, since we operate
largely on a seasonal cycle, if our raw material suppliers or OEM contractors fail to deliver
on a timely basis as a result of extreme and unseasonable weather conditions, sales for the
season and our results of operations could be materially and adversely affected.

Our business is also susceptible to extreme or unseasonable weather conditions. For
example, extended periods of unseasonably warm temperatures during the winter season or
cool weather during the summer season could render a portion of our inventory
incompatible with such unseasonable conditions. These extreme or unseasonable weather
conditions could have a material adverse effect on our results of operations.

We may be affected by infringement of our intellectual property rights or by claims of third
parties alleging possible infringement of their intellectual property rights.

Our trademarks and other intellectual property rights are important to our success and
competitive position. We depend to a significant extent on PRC laws to protect our
trademarks or other intellectual property rights. There is no assurance that third parties will
not infringe our intellectual property rights or that the actions taken by us will be adequate
to prevent such infringement or product imitation by others. We have encountered
instances of counterfeit products sold in certain limited locations in the PRC. The instances
that we have encountered to date have not been materially significant. Regardless of the
magnitude of such infringements, we intend to vigorously protect our intellectual property
rights. Efforts to enforce or defend our intellectual property rights may require significant
attention from our management and may be costly, and the outcome of any legal actions to
protect our intellectual property rights may be uncertain. In the event that we are unable to
adequately protect or safeguard our intellectual property rights, our reputation, business
and results of operations may be adversely affected.

We may also face claims from time to time that our products infringe upon the
intellectual property rights of third parties, including our competitors. If any legal
proceeding against us for infringement of intellectual property rights is successful, and if we
are unable to obtain a licence for the usage of such intellectual property right on acceptable
terms, or at all, or are unable to design around such intellectual property right, we may be
prohibited from manufacturing or selling products which are dependent on the usage of
such intellectual property. In such case, we may experience a material adverse effect on our
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business and reputation, and this type of proceeding and its consequences could divert
management’s attention from our business, all of which could have a material adverse effect
on our business, financial condition, results of operations and prospects.

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

Our ability to meet the demands of, and our contractual obligations to, our
distributors and our ability to grow our business are heavily dependent on efficient,
proper and uninterrupted operations at our facilities. Power failures or disruptions, the
breakdown, failure or substandard performance of equipment, the destruction of buildings,
and other facilities due to fire or natural disasters such as hurricanes, severe winter storms,
flood, droughts or earthquakes would severely affect our ability to continue our operations
and may cause significant property damage and personal injuries. As of the Latest
Practicable Date, we did not carry any business interruption insurance and our insurance
policies may not be sufficient to compensate us for damages of such buildings, equipment
and infrastructure. In addition, there are certain types of losses, such as from war, acts of
terrorism, earthquakes, typhoons, flooding and other natural disasters, for which we cannot
obtain insurance at a reasonable cost or at all. Any such events and any losses or liabilities
that are not covered by our current insurance policies could have a material adverse effect
on our business, financial condition, results of operations and prospects.

We may be exposed to product liability, property damage or personal injury claims, which may
materially and adversely affect our reputation and business.

As of the Latest Practicable Date, all of our products were sold in the PRC. We may be
exposed to product liability claims and we may, as a result, have to expend significant
financial and managerial resources to defend against such claims. We believe that such
product liability claim risks will increase as legal concepts in product liability claims begin
to develop and mature in the PRC where our products may be sold. We may not have
effective or sufficient control over the quality of our products, and we cannot give any
assurance that our business, financial condition, results of operations and prospects will not
be materially and adversely affected by a successful product liability claim against us. We
do not maintain any product liability insurance. 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.

We may be requested to make up any unpaid contribution to the social security insurance
schemes during the Track Record Period.

Under the PRC laws and regulations, our subsidiaries in the PRC are required to make
mandatory contributions to a number of social insurance schemes for their employees who
are eligible for such benefits. As advised by our PRC legal adviser, under the applicable
national laws and regulations, our subsidiaries, Lilang Fujian and Lilang China, are
required to contribute to these social insurance schemes representing, in the aggregate,
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29.2% of the wages payable to these employees, comprising contributions to (i) pension
insurance at the rate of 18%:; (ii) medical insurance at the rate of 7.5%; (iii) unemployment
insurance at the rate of 2%; (iv) work-related injuries insurance at the rate of 1%; and (v)
maternity insurance at the rate of 0.7%.

Due to the relatively high mobility of our workers, especially the migrant workers of
Lilang Fujian and Lilang China, and given the different levels of development in social
benefits in different parts of the PRC, it is difficult in practice to develop a comprehensive
system to properly administer social security contributions for all of the employees of
Lilang Fujian and Lilang China. As a result, the percentage of the social security
contribution (which is calculated by comparing the amount of contributions made and our
actual total staff cost) of Lilang China and Lilang Fujian ranged from 0.67% to 10.82% of
the total wages, which falls short of the amounts required to be contributed under the
applicable national laws and regulations.

During the years ended 31 December 2006, 2007 and 2008 and the six months ended 30
June 2009, we paid social security contributions of RMB0.3 million, RMBO0.6 million,
RMB1.8 million and RMBO0.9 million, respectively. The authority confirmed on 15 July
2008 that Lilang Fujian and Lilang China had made all requisite contributions to the social
security insurance funds in a timely manner, and that the existing number of employees
involved, the contribution basis and the percentage of contribution are in compliance with
the local regulations. The authority confirmed on 17 July 2009 that Lilang Fujian and
Lilang China had made all requisite contributions to the social security funds in a timely
manner and confirmed again on 10 August 2009 that Lilang China and Liang Fujian had
made all requisite contributions to the social security funds in a timely manner up to 30
June 2009 and that Lilang China and Lilang Fujian will not be required to pay any
outstanding contributions regarding the social security. To the extent that we are required
to make further contributions based on relevant national laws and regulations, we estimate
that we would need to make additional contributions of approximately RMB3.4 million,
RMB12.9 million, RMB17.0 million and RMB6.1 million for the years ended 31 December
2006, 2007 and 2008 and the six months ended 30 June 2009, respectively. As advised by our
PRC legal adviser, we may be ordered by the relevant social insurance bureaus to pay the
outstanding contributions within a prescribed time limit, and a late charge at the daily rate
of 0.2% on the outstanding contributions may be imposed if such payment is not made
within the prescribed time limit. Each handling officer may also be imposed with a fine up
to RMB20,000. We have not paid, and have not been ordered by the relevant social
insurance bureaus to pay, any such outstanding contributions during the Track Record
Period and up to the Latest Practicable Date. Provisions of retirement benefits
contributions of RMB2.2 million, RMBS8.2 million, RMB10.5 million and RMB3.8
million have been accrued in the consolidated financial statements for the years ended 31
December 2006, 2007 and 2008 and the six months ended 30 June 2009, which were based on
18% of the salaries of our employees who had joined our Group during the Track Record
Period and remained in service with our Group as at 31 December 2008. Nevertheless, such
provision may fall short of the contributions required under the applicable national laws
and regulations. In the event that our PRC subsidiaries are required to make additional

— 33 —



RISK FACTORS

contributions, or in the event that our provisions of retirement benefits contributions fall
short of the amount actually ordered by the relevant social insurance bureaus, our financial
position could be materially and adversely affected.

The Controlling Shareholders may take actions that are not in, or may conflict with, public
Shareholders’ best interests.

Immediately after the completion of the Global Offering and the Capitalisation Issue,
the Controlling Shareholders will own an aggregate of approximately 73.21% of the Shares,
as to approximately 55.13% by Xiao Sheng International, approximately 12.38% by Ming
Lang Investments and approximately 5.70% by the Wang Brothers, assuming the Over-
allotment Option is not exercised. Therefore, the Controlling Shareholders will continue to
be able to exercise controlling influence over our business through their ability to control
actions which do not require the approval of independent Shareholders. The Controlling
Shareholders will also be able to control the election of our Directors, determine the timing
and amount of our dividends, if any, and pass resolutions to acquire or merge with another
company not connected with the Controlling Shareholders. Furthermore, the Controlling
Shareholders may cause us to take actions that are not in, or may conflict with, the interests
of us or our other Shareholders, which may place our other Shareholders in a
disadvantageous position.

We are a holding company that relies heavily on dividend payments from our subsidiaries for
funding.

Our Company is a holding company incorporated in the Cayman Islands. We operate
our business primarily through our subsidiaries in the PRC. Therefore, the availability of
funds to enable us to pay dividends to our Shareholders and to service our indebtedness
depends upon dividends received from these subsidiaries. If our subsidiaries incur
indebtedness or losses, such indebtedness or losses may impair their ability to pay
dividends or other distributions to us. As a result, our ability to pay dividends and to
service our indebtedness will be restricted. PRC laws require that dividends be paid only out
of net profit calculated according to PRC accounting principles, which differ in many
respects from generally accepted accounting principles in other jurisdictions, including
IFRS. PRC laws also require enterprises incorporated in China to set aside part of their net
profit as statutory reserves. These statutory reserves are not available for distribution as
cash dividends. In addition, restrictive covenants in bank credit facilities or other
agreements or debt instruments that our subsidiaries may enter into or issue in the future
may also restrict the ability of our subsidiaries to make contributions to us and hence, our
ability to receive distributions. Therefore, these restrictions on the availability and usage of
our major source of funding may impact our ability to pay dividends to our Shareholders
and to service our indebtedness.
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RISKS RELATING TO OUR INDUSTRY

Fluctuations in consumer spending caused by changes in macroeconomic conditions in the PRC
may significantly affect our business, financial condition, results of operations and prospects.

We derive all of our turnover from sales of our products in the PRC. The success of our
business depends on the condition and growth of the PRC consumer market, which, in turn,
depends on worldwide economic conditions and individual income levels in the PRC and
their 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 level 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, including those described in the section headed “Industry Overview”, will be
realised. Any future slowdowns or declines in the PRC economy or consumer spending may
materially and adversely affect our business and results of operations.

We face intense competition.

The PRC market for menswear products is highly competitive. Our menswear products
compete on the basis of brand image, design, product mix, quality, price, customer service
and the breadth of our retail network. Foreign brands generally provide better quality and
customer service and their designs tend to be more fashionable, while domestic brands
generally are better priced and enjoy greater retail coverage in the PRC. With the
liberalisation measures adopted pursuant to the PRC’s accession to the World Trade
Organization, or WTO, foreign brands are permitted to expand their sales network within
the PRC with fewer restrictions. In addition, with the continuous economic growth in the
PRC, consumers generally have higher purchasing power and more persons can now afford
to buy foreign brands. As a result, a greater number of foreign brands has entered, and is
continuing to enter, the PRC market, which further increases competition for our products.
We also face intense competition against domestic brands as we share a similar business
model and target market. There is no guarantee that we will be able to continue to
successfully compete with other domestic or foreign brands. Failure to do so could have a
material adverse effect on our business and results of operations. See “Industry Overview”,
“Business — Competition”, “Financial Information — Factors Affecting Our Results of
Operations and Financial Condition — Competition.”

RISKS RELATING TO THE PRC

All of our assets are located in the PRC, and all of our turnover is derived from our
operations in the PRC. Accordingly, our business, financial condition, results of operations

and prospects are subject, to a significant extent, to economic, political and legal developments
in the PRC.
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PRC economic, political and social conditions, as well as government policies, could adversely
affect our business.

The PRC economy differs from the economies of most developed countries in many
respects, including, among others:

e its structure,

e amount of government involvement,
e level of development,

e growth rate,

e level of capital reinvestment,

e control of foreign exchange, and

e allocation of resources.

While the PRC economy has experienced significant growth in the past 20 years,
growth has been uneven, both geographically and among various sectors of the economy.
The PRC economy has been transitioning from a planned economy to a more market-
oriented economy. Although the PRC government has implemented measures since the late
1970s emphasising the utilisation of market forces for economic reform, the reduction of
state ownership of productive assets and the establishment of improved corporate
governance in business enterprises, a substantial portion of productive assets in the PRC
is still owned by the PRC government. The PRC government exercises significant control
over economic growth through the allocation of resources, controlling payment of foreign
currency denominated obligations, setting monetary and industrial policies and providing
preferential treatment to particular industries or companies.

Recently, the PRC government has implemented a number of measures to prevent the
economy from overheating. While some of these measures may benefit the overall economy
in the PRC, they may have a negative effect on us. Stricter lending policies may, among
other things, affect our ability to obtain financing, which may, in turn, materially and
adversely affect our growth.

Demand for our products and our business, financial condition, results of operations
and prospects may also be materially and adversely affected by the following factors:

e  political instability or changes in social conditions of the PRC;

e changes in laws, regulations, and administrative directives or the interpretation
thereof;

° measures which may be introduced to control inflation or deflation;

e changes in the rate or method of taxation; and
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e reduction in tariff protection and other import and export restrictions.
These factors are affected by a number of variables which are beyond our control.

PRC regulations relating to the establishment of offshore special purpose companies by PRC
residents may subject our PRC resident shareholders to personal liability and limit our ability
to acquire PRC companies or to inject capital into our PRC subsidiaries, limit our PRC
subsidiaries’ ability to distribute profits to us or otherwise materially and adversely affect us.

The SAFE Notice requires PRC residents, including both legal persons and natural
persons, to register with the competent local SAFE branch before establishing or
controlling any company outside the PRC, referred to as an “offshore special purpose
company,” for the purposes of acquiring any assets of or equity interest in PRC companies
and raising funds from overseas. In addition, any PRC resident who is the shareholder of an
offshore special purpose company is required to amend his SAFE registration with the local
SAFE branch with respect to that offshore special purpose company in connection with any
increase or decrease of capital, transfer of shares, merger, division, equity investment or
creation of any security interest over any assets located in the PRC. If any PRC shareholder
of an offshore special purpose company fails to make the required SAFE registration and
amendment, the PRC subsidiaries of that offshore special purpose company may be
prohibited from distributing their profits and the proceeds from any reduction in capital,
share transfer or liquidation to the offshore special purpose company. Moreover, failure to
comply with the SAFE registration and amendment requirements described above could
result in liability under PRC laws for evasion of applicable foreign exchange restrictions.
Our current beneficial owners who are PRC residents have registered with the local SAFE
branch as required under the SAFE Notice. The failure of these beneficial owners to amend
their SAFE registrations in a timely manner pursuant to the SAFE Notice or the failure of
future beneficial owners of our Company who are PRC residents to comply with the
registration procedures set forth in the SAFE Notice may subject such beneficial owners to
fines and legal sanctions and may also result in restrictions on our PRC subsidiaries’ ability
to distribute profits to us or otherwise materially and adversely affect our business.

We will not be able to continue to enjoy our current preferential tax treatment.

In accordance with the PRC’s tax regulations, certain of our subsidiaries in the PRC
benefit from preferential tax treatment. Our Group’s effective tax rate, calculated as our
Group’s income tax expense divided by profit before taxation, was 28.6%, 1.3%, 3.4%,
2.9% and 13.3% in 2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009,
respectively. The New Income Tax Law which became effective on 1 January 2008 revokes
most preferential tax treatment for foreign-invested enterprises and adopts a unified income
tax rate of 25% on most domestic enterprises and foreign-invested enterprises. However,
some of the existing preferential tax treatments for foreign-invested enterprises will have a
grace period of up to five years following the effective date of the New Income Tax Law.
Accordingly, when the preferential tax treatment currently enjoyed by our PRC subsidiaries
expires, we will be required to pay a greater amount of taxes, which may materially and
adversely affect our results of operations.
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See “Financial information — Factors affecting results of operations — Taxation” for
further information on our tax status and the preferential tax treatment currently enjoyed
by our PRC subsidiaries.

We may become subject to PRC income tax on any future global income.

Under the New Income Tax Law and its implementing rules, enterprises established
outside the PRC with their de facto management bodies located within the PRC may be
considered a PRC resident enterprise and subject to PRC enterprise income tax on their
global income at the rate of 25%. Since most of our management is currently located in the
PRC, we may be subject to PRC income tax at the rate of 25% on our global income. In
certain circumstances, dividends received by a PRC resident enterprise from another PRC
resident enterprise may be exempted from this tax, but there is no guarantee that we will
qualify for this exemption.

The value of any future dividends and gains on the sale of our Shares may be reduced by PRC
withholding taxes.

We are a holding company and all of our income is derived from dividends that we
receive from our subsidiaries. The previous PRC income tax law applicable to foreign-
invested enterprises specifically exempted withholding taxes on dividend payments to
foreign investors. However, under the New Income Tax Law and its implementing rules,
dividends payable to foreign investors that are non-resident enterprise (enterprise that do
not have an establishment or place of business in the PRC, or that have such establishment
or place of business but the relevant income is not effectively connected with the
establishment or place) are 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. Pursuant to a tax arrangement between the PRC and
Hong Kong, companies incorporated in Hong Kong may be subject to withholding taxes at
a rate of 5% on dividends they receive from their PRC subsidiaries of which they directly
hold at least 25% equity interests. As dividends from our PRC subsidiaries will be paid to
us through Lilang International, our Hong Kong subsidiary, those dividends may be subject
to a withholding tax at the rate of 5%.

Moreover, under the New Income Tax Law and its implementing rules, we may be in
the future be recognised as a PRC tax resident enterprise by the PRC taxation authorities.
In that case, dividends on our Shares as well as capital gains from sales of our Shares
realised by shareholders that are foreign corporations may be regarded as income from
“sources within the PRC” and may be subject to a 10% withholding tax. If foreign
shareholders are required to pay PRC withholding tax on dividends on our Shares or capital
gains from any sales of our Shares, the value of the investment in our Shares may be
materially and adversely affected.
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Our labour costs may be increased due to the implementation of the new PRC Labour
Contract Law.

The PRC Labour Contract Law was adopted by the Standing Committee of the
National People’s Congress of PRC on 29 June 2007 and became effective on 1 January
2008. The implementation of the new law, especially the following provisions, may increase
our labour costs: (a) an employer shall make monetary compensation, which shall be based
on the number of an employee’s working years with the employer at the rate of one month’s
wage for each year, to the employee upon termination of the employment contract with
certain exceptions (for example, in the circumstances where the term of a fixed-term
employment contract expires and the employee does not agree to renew the contract even
though the conditions offered by the employer are the same as or better than those
stipulated in the current contract); (b) the wages of an employee on probation may not be
less than the lowest wage level for the same job with the employer or less than 80% of the
wage agreed upon in the employment contract, and may not be less than the local minimum
wage rate; (c) if an employee has been working for the employer for a consecutive period of
not less than 10 years, or if a fixed-term employment contract with an employee was entered
into on two consecutive occasions, generally the employer should enter into an open-ended
employment with such employee, unless the employee requests for a fixed-term employment
contract; (d) if an employer fails, in violation of the related provisions, to enter into an
open-ended employment contract with an employee, it shall each month pay to the
employee twice his wage, starting from the date on which an open-ended employment
contract should have been entered into; (e) if an employer fails to enter into a written
employment contract with an employee more than one month but less than one year after
the date on which it started using him, it shall each month pay to the employee twice his
wage; and (f) if an employer hires an employee whose employment contract with another
employer has not yet been terminated or ended, causing the other employer to suffer a loss,
it shall be jointly and severally liable with the employee for the compensation for such loss.
Our labour costs may increase due to the implementation of the new PRC Labour Contract
Law.

Our business may be materially and adversely impacted by recent financial difficulties and
economic conditions in the United States, Europe and elsewhere.

Recent financial difficulties and economic conditions in the United States, Europe and
other regions may materially and adversely impact our business, results of operations and
financial condition in a number of ways, including:

e cconomic difficulties in the United States, Europe and other regions may lead to
an economic slowdown or recession in some or all of the markets in which we
operate;

e an economic slowdown or recession, or even the risk of a potential economic
slowdown or recession, may cause our customers to delay, defer or cancel their
purchases, including decisions previously made;

e under difficult economic conditions, consumers may seek to reduce discretionary
spending by foregoing purchases of our products;
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e financing and other sources of liquidity may not be available on reasonable terms
or at all; and

e the trading price of our Shares may experience increased volatility.

These risks may be exacerbated in the event of a prolonged economic downturn or
financial crisis.

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

All of our executive Directors reside within China, and substantially all of our assets
and substantially all of the assets of those persons are located within China. It may
therefore be difficult for investors to effect service of process upon us or those persons in
China. China 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 reciprocal enforcement of judgments. Therefore, it may be difficult for investors
to enforce any judgments obtained from non-Chinese courts against us or our Directors in
China.

Changes to foreign exchange regulations, fluctuations in the value of the RMB or certain PRC
accounting requirements and the provisions in the articles of association of our PRC
subsidiaries may adversely affect our ability to pay dividends.

Under our current structure, our income will primarily consist of dividend payments
by our subsidiaries in the PRC, whose sales are made in RMB. At present, RMB is not
freely convertible to other currencies except 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 authorised 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 payment 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 the payment pursuant to foreign
currency guarantees, continue to be subject to significant foreign exchange controls and
require the prior approval of the SAFE. If future changes in relevant regulations were to
place restrictions on the ability of the subsidiaries to remit dividend payments to us or if
insufficient foreign exchange is available, our liquidity and ability to pay our obligations,
and our ability to pay dividends in respect of the Shares, could be adversely affected.

In addition, the value of the RMB against other foreign currencies is subject to changes
in the PRC’s policies and international economic and political developments. Effective from
21 July 2005, the RMB is no longer pegged solely to the US dollar. Instead, it is pegged
against a basket of currencies, determined by the People’s Bank of China, against which it
can each day rise or fall within a regulated band. However, the exchange rate may become
volatile, the RMB may be revalued further against the US dollar or other currencies or the
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RMB may be permitted to enter into a full or limited free float, which may result in an
appreciation or depreciation in the value of the RMB against the US dollar or other
currencies. Fluctuations in exchange rates may adversely affect the value, translated or
converted into US dollars or Hong Kong dollars (which are pegged to the US dollar), of our
net assets, earnings or any declared dividends. We do not maintain any hedging policy with
respect to exchange rate risks.

Furthermore, the ability of our operating subsidiaries in the PRC to make dividend
and other payments to us is restricted by PRC laws and regulations, which permit payment
of dividends only out of accumulated profits, after making up prior year losses and
allocations to various non-distributable reserve funds, as determined in accordance with
generally accepted accounting principles in the PRC (“PRC GAAP”) and applicable
regulations. The respective articles of association of two of our operating subsidiaries in the
PRC, Lilang China and Lilang Fujian, provide that, in respect of each financial year
commencing after 1 January 2008, not less than 50% of their profits after taxes (and after
making up prior year’s losses) as determined in accordance with PRC GAAP will be
allocated for their future business development and working capital purposes, and for
allocations to various reserve funds as required under the applicable PRC laws and
regulations, and not more than 50% of their profits after taxes (as determined in
accordance with PRC GAAP) may be distributed to their shareholder(s) by such operating
subsidiaries. These regulations and provisions may restrict the amount of profit available
for distribution from the operating subsidiaries, which could affect our liquidity and our
ability to pay dividends. Moreover, the determination of profit available for distribution
under PRC GAAP may differ from profit determined in accordance with IFRS. As a result,
it is possible that we might not receive distributions from the operating subsidiaries, even if
our IFRS financial statements indicate that our operations have been profitable.

The net proceeds to be received by us from the Global Offering will be in Hong Kong
dollars, while these net proceeds will be used to finance our business strategies and carrying
out our future plans in the manner as set out in “Future plans and use of proceeds — use of
proceeds” which, we expect, will involve capital expenditure and expenses to be settled in
RMB. Any appreciation in the value of RMB against Hong Kong dollars may increase our
costs for achieving our business strategies and carrying out our future plans and may
thereby adversely affect our future development and profitability.

Interpretation of PRC laws and regulations involves uncertainty that could adversely affect
our business and results of operations and the value of the Shares 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 organisation 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
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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 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 our cost and regulatory exposure in
complying with them.

A material disruption of our operations or the operations of our distributors and/or sub-
distributors from force majeure events could materially and adversely affect our results of
operations.

Our operations are subject to uncertainties and contingencies beyond our control that
could result in material disruptions and adversely affect our results of operations. These
include war, riot, public disorder, civil commotion, fire, earthquake, flood and other
natural calamity, epidemic, outbreak of infectious disease, terrorism, whether locally or
nationwide, or incidents such as industrial accidents, equipment failures, malfunction of
information systems or other operational problems, strikes or other labour difficulties and
disruptions of public infrastructure such as roads, ports or utilities. Any such disruption of
our operations could cause us to disrupt, limit or delay our production, prevent us from
meeting customer orders, increase our costs of production or require us to spend additional
capital expenditures, each of which could materially and adversely affect our results of
operations. Force majeure events may also materially and adversely affect the operations
performance of our distributors, sub-distributors and/or their respective retail outlets and/
or the sales and demand of our products in the relevant markets. In such event, our results
of operations may be materially and adversely affected.

In May 2008, Wenchuan County of Sichuan Province, was hit by an earthquake with a
magnitude of 8.0 on the Richter Scale. There were 141 retail outlets in Sichuan Province
operated by our Group’s distributors and sub-distributors as at 30 June 2008 and, save for a
short duration of business of these retail outlets, the Sichuan earthquake did not result in
any personal injury nor destruction of assets to these retail outlets. Such retail outlets (other
than a retail outlet at Du Jiang Yan (#87L3%) in Sichuan) have already resumed business and
operation shortly after the earthquake. We do not have our owned assets, operations or
business in Sichuan Province and therefore the earthquake did not have any direct impact
on our Group in terms of fatalities and injuries, destructions of assets and/or disruption of
production process, and did not affect our sourcing of production materials. However,
there is no assurance that the Sichuan earthquake will not affect the sales or market
demands of our products in the affected areas or in Sichuan Province in general. In 2007
and 2008, our sales in Sichuan Province amounted to RMB39.1 million and RMB59.4
million, respectively, representing 4.4% and 5.2% of our Group’s overall turnover for the
year. Any adverse impact on the local demand of our products in Sichuan Province may
adversely affect the sales performance of our distributors, sub-distributors and/or their
respective outlets in Sichuan, and accordingly, may adversely affect our results of
operations.
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Any recurrence of severe acute respiratory syndrome, or SARS, pandemic avian influenza or
an increase in the severity of HIN1 flu (swine flu) or another widespread public health problem
could materially and adversely affect our business and results of operations.

From November 2002 to June 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. On 5 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 April 2004. A renewed outbreak of SARS, pandemic avian influenza or an increase
in the severity of HINI1 flu (swine flu) or another widespread public health problem in the
PRC, particularly at the locations of our operations and headquarters, could have a
negative effect on our operations. Our operations may be affected by a number of health-
related factors, including quarantines or closures of some of our offices and manufacturing
facilities, which would severely disrupt our operations, travel restrictions, the sickness or
death of its key officers and employees, import and export restrictions and a general
slowdown in the PRC’s economy. Additionally, the World Health Organization or the PRC
government may recommend or impose other measures that could cause significant
interruption to our business operations. Any of the foregoing events or other unforeseen
consequences of public health problems could materially and adversely affect our business,
financial condition and results of operations.

RISKS RELATING TO THE GLOBAL OFFERING
There has been no prior public market for the Shares.

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 our
Company and the Joint Bookrunners, on behalf of the Underwriters. You should not view
the Offer Price that they and us establish as any indication of the price that will prevail in
the trading market. The market price for the Shares may decline below the Offer Price. We
have applied to list and deal in the Shares on the Stock Exchange. However, a listing on the
Stock Exchange does not guarantee that an active and liquid trading market for the Shares
will develop or be sustained following the Global Offering or in the future.

The liquidity and market prices of the Shares following the Global Offering may be volatile.

The price and trading volume of the Shares may be highly volatile. The market price
for the Shares may be influenced by many factors, some of which are beyond our control,
including those described above under “Risks Relating to Our Business”, actual or
anticipated fluctuations in our or our competitors’ operating results, announcements by us
or our competitors of new products, capacity changes, significant contracts, acquisitions,
strategic alliances or strategic investments, our and our competitors’ growth rates, the
financial market and general economic conditions, changes in stock market analyst
recommendations regarding us, our competitors or the menswear industry generally, or lack
of analyst coverage of the Shares, conditions in the menswear industry in the PRC,
additions or departures of key personnel, release of lock-up or other transfer restrictions on
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the outstanding Shares or sales of additional Shares, potential litigation or regulatory
investigations, fluctuations in market prices for our products or the costs of raw materials
and changes in accounting principles.

Any such developments may result in large and sudden changes in the volume and price
at which the Shares will trade. We can give no assurance that these developments will not
occur in the future. In addition, shares of other companies listed on the Stock Exchange
with significant operations and assets in the PRC have experienced substantial price
volatility in the past, and it is possible that the Shares will be subject to changes in price that
may not be directly related to our financial or business performance. Further, there has
been significant volatility in the market price and trading volume of securities of companies
operating in the menswear industry, which has often been unrelated to the operating
performance of particular companies. As a result of these factors, you may not be able to
resell your Shares above the Offer Price and you may suffer losses on your investment.

Sales or anticipated future sales of substantial amounts of the Shares in the public market
after the Global Offering could adversely affect the prevailing market price of the Shares.

Immediately after completion of the Global Offering and the Capitalisation Issue, we
will have 1,200,000,000 Shares in issue, of which 300,000,000 Shares, or 25.00%, will be
publicly held by investors participating in the Global Offering and an aggregate of
900,000,000 Shares, or 75.00%, will be privately held by our existing Sharcholders,
assuming the Over-allotment Option is not exercised. The Offer Shares issued in the Global
Offering will be eligible for immediate resale in the public market in Hong Kong without
restriction, while the Shares held by our Controlling Shareholders may be sold in the public
market subject to the disposal restrictions under Rule 10.07 of the Listing Rules (including
but not limited to the lock-up requirement during the period commencing on the date by
reference to which disclosure of their Shareholding is made in this prospectus and ending on
the date which is six months after the Listing Date) and the Shares held by the existing
Shareholders are subject to contractual lock-up as further described in “Underwriting”. If
the existing Shareholders sell, or are expected to sell, a substantial amount of Shares, the
prevailing market price for the Shares could be adversely affected. Such sales, or expected
future sales, also might make it more difficult for us to sell equity or equity-related
securities in the future at a time and price that we deem appropriate.

Prior dividend distributions are not an indication of our future dividend policy.

Our Company declared a special dividend of RMB53.0 million in August 2009. Such
special dividend had been paid to our then Shareholders on 20 and 21 August 2009. Save as
above, no other dividends were paid by us or any of our subsidiaries to their then
shareholders during the Track Record Period. Historical dividend distributions are not
indicative of our future distribution policy and we give no assurance that dividends of
similar amounts or at similar rates will be paid in the future. Any future dividend
declaration and distribution by our Company will be at the discretion of our Directors and
will depend on our future operations and earnings, capital requirements and surplus,
general financial condition, contractual restrictions and other factors that our Directors
deem relevant. Any declaration and payment as well as the amount of dividends will also be
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subject to our constitutive documents and the Companies Law, including (where required)
the approval of shareholders. In addition, our future dividend payments will depend upon
the availability of dividends received from our subsidiaries in the PRC, which are subject to
aspects described in “Risk Factors — Risks Relating to the PRC — Changes to foreign
exchange regulations, fluctuations in the value of the RMB or certain PRC accounting
requirements and the provisions in the articles of association of our PRC subsidiaries may
adversely affect our ability to pay dividends” and “Risk Factors — Risks Relating to Our
Business — We are a holding company that relies heavily on dividend payments from our
subsidiaries for funding” above. For further details of the dividend policy of our Company,
please see “Financial Information — Dividend policy”.

Certain facts, forecasts and other statistics with respect to China, China’s economy and the
menswear industry in this prospectus are derived from official government publications and
may not be reliable.

Certain facts, forecasts and other statistics in this prospectus relating to China, China’s
economy and the menswear industry have been derived from official government
publications generally believed to be reliable. However, we cannot assure you the quality
or reliability of such source materials. They have not been prepared or independently
verified by us or the underwriters, or any of our or their respective affiliates or advisers and,
therefore, we and they make no representation as to the accuracy or completeness of such
facts, forecasts and statistics, which may not be consistent with other information compiled
within or outside China. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, such
statistics may be inaccurate or may not be comparable to statistics produced for other
economies and should not be unduly relied upon. Further, there is no assurance that they
are stated or compiled on the same basis or with the same degree of accuracy or
completeness as may be the case elsewhere. Nonetheless, our Directors have taken
reasonable care in compiling and reproducing these facts, forecasts and statistics in this
prospectus from the official government publications.

In all cases, you should give consideration as to how much weight or importance you
should attach to or place on such facts, forecasts or statistics derived from the official
government publications and should not place undue reliance on any of such information
and statistics.

You may face difficulties in protecting your interests because we are incorporated under
Cayman Islands law and Cayman Islands law may provide less protection to minority
shareholders than the laws of Hong Kong and other jurisdictions.

Our corporate affairs are governed by our Memorandum of Association and Articles
of Association, and by the Companies Law, and the common law of the Cayman Islands.
The laws of the Cayman Islands relating to the protection of the interests of minority
shareholders differ in some respects from those established under statutes and under
judicial precedents in Hong Kong or other jurisdictions. Such differences may mean that
our minority shareholders may have less protection than they would have under the laws of
Hong Kong or other jurisdictions. For example, the Cayman Islands does not have a

— 45 —



RISK FACTORS

statutory equivalent of section 168A of the Hong Kong Companies Ordinance, which
provides a remedy for shareholders who have been unfairly prejudiced by the conduct of a
company’s affairs. For more details, please refer to the section headed “Summary of the
constitution of our Company and Cayman Islands company law” in Appendix V to this
prospectus.

Forward-looking information contained in this prospectus may prove inaccurate.

This prospectus contains certain statements that are “forward-looking” and uses
forward-looking terminology such as “anticipate”, “believe”, “expect”, “estimate”, “may”,
“ought to”, “should” and “will”. These statements include, among other things, the
discussion of our business strategy and the expectations of our future operations, liquidity
and capital resources. Subscribers of our Shares are cautioned that reliance on any forward-
looking statement involves risk and uncertainties and that any or all of those assumptions
could prove to be inaccurate and as a result, the forward-looking statements based on those
assumptions could also be incorrect. The uncertainties in this regard include those identified
in the risk factors discussed above. In light of these and other uncertainties, the inclusion of
forward-looking statements in this prospectus should not be regarded as representations or
warranties by us that our plans and objectives will be achieved and these forward-looking
statements should be considered in light of various important factors, including those set
forth in this section. We do not intend to update these forward-looking statements in
addition to our on-going disclosure obligations pursuant to the Listing Rules or other
requirements of the Stock Exchange. You should not place undue reliance on such forward-
looking information.

Potential investors will experience immediate and substantial dilution as a result of the Global
Offering, and the exercise of options granted or to be granted under our share option schemes
may result in dilution to our shareholders.

Potential investors will pay a price per Share that substantially exceeds the per Share
value of our tangible assets after subtracting our total liabilities and will therefore
experience immediate dilution when potential investors purchase the Offer Shares in the
Global Offering. As a result, if we were to distribute our net tangible assets to the
shareholders immediately following the Global Offering and the Capitalisation Issue,
potential investors would receive less than the amount they paid for their Shares. If we issue
additional Shares in the future, our Shareholders may experience further dilution.

We have adopted the Pre-IPO Share Option Scheme under which options to subscribe
in aggregate for 9,611,100 Shares at 80% of the final Offer Price were outstanding as at the
date of this prospectus, representing approximately 0.79% of the issued share capital of our
Company immediately after completion of the Global Offering and the Capitalisation Issue
as enlarged by issue of Shares pursuant to the exercise of all options granted under the Pre-
IPO Share Option Scheme assuming that all such options are exercised in full, but without
taking into account any Shares which may fall to be allotted and issued upon the exercise of
the Over-allotment Option and any options which may be granted under the Share Option
Scheme. Details of the Pre-IPO Share Option Scheme and the options granted thereunder
are set out in “Appendix VI — Statutory and General Information — Other Information —
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Pre-IPO Share Option Scheme” to this prospectus. We have also adopted the Share Option
Scheme under which options may be granted after the listing of the Shares on the Stock
Exchange.

Issuance of Shares pursuant to the exercise of the options granted or to be granted
under the Pre-IPO Share Option Scheme and the Share Option Scheme will result in an
increase in the number of Shares in issue after the issuance and thereby will cause dilution
to the percentage of ownership of the existing Shareholders, the earnings per share and net
asset value per Share.

Under the IFRS, the fair value of share options granted to employees of our Group is
recognised as an employee costs with a corresponding increase in a capital reserve within
equity. The fair value is measured at grant date. Based on valuation by our valuer, Jones
Lang LaSalle Sallmanns Limited, the fair value of the options granted under the Pre-IPO
Share Option Scheme as at 4 September 2009, being the date of grant of these options, was
approximately HK$10.9 million. Where the employees have to meet vesting conditions
before becoming unconditionally entitled to these options, the total estimated fair value of
the options is spread over the vesting period. We estimate additional employee costs in
connection with these options to be approximately HK$1.7 million in 2009.

You should not rely on any information contained in press articles or other media regarding the
Group and the Global Offering.

Prior to the publication of this prospectus, there has been press and media coverage
regarding our Group and the Global Offering which included certain information about our
Group that does not appear in this prospectus. We have not authorised the disclosure of
any such information in the press or media and does not accept any responsibility for any
such press or media coverage or the accuracy or completeness of any such information. We
make no representation as to the appropriateness, accuracy, completeness or reliability of
any such information or publication. We disclaim all responsibilities and liabilities for any
information appearing in publications other than this prospectus which is inconsistent or
conflicts with the information in this prospectus. Prospective investors should not rely on
any such information and should only rely on information included in this prospectus in
making any decision as to whether to purchase the Shares.
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CONTINUING CONNECTED TRANSACTIONS

We have entered into two lease agreements with our connected person which would
constitute continuing connected transactions of our Company under the Listing Rules after
the listing. We have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the relevant announcement requirements set
out in Chapter 14A of the Listing Rules for such leases. Further details of such a waiver are
set out in “Relationship with our Controlling Shareholders — Continuing connected
transactions”.

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 of the Stock Exchange must have a sufficient management
presence in Hong Kong, and this normally means that at least two of its executive directors
must be ordinarily residents in Hong Kong. Our business and operations, including the
design, source, manufacture and sale of high quality business and casual apparel for men in
the PRC, are located, managed and conducted in the PRC through our operating
subsidiaries in the PRC. All of our products were sold to retail customers through our
distributors or their sub-distributors based in the PRC. All the turnover of our Group is
generated from the PRC. We maintain an office in Hong Kong to monitor the
administration and financial affairs of our Group. Save for Mr. Chen Tien Tui, one of
our independent non-executive Directors, none of our Directors are Hong Kong residents
nor ordinarily based in Hong Kong. Each of our Directors, who is not ordinarily resident in
Hong Kong, is currently holding valid travel documents which allow him to travel to Hong
Kong for meetings with the Stock Exchange within a reasonable period of time. We do not,
and do not contemplate in the foreseeable future, that we will have any management
presence in Hong Kong for the purpose of satisfying the requirement under Rule 8.12 of the
Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with the requirement under Rule 8.12 of the
Listing Rules. In order to ensure that regular communication is maintained between the
Stock Exchange and our Company, we have appointed and will continue to maintain two
authorised representatives pursuant to Rule 3.05 of the Listing Rules who will act as our
Company’s principal channel of communication with the Stock Exchange. The two
authorised representatives of our Company are Mr. Wang Dong Xing, our Chairman and
one of our executive Directors, and Mr. Yu Cheeric, a resident in Hong Kong and our chief
financial officer and company secretary. In addition, Mr. Wang Cong Xing, one of our
executive Directors, is appointed as the alternate to the two authorised representatives.
Each of the authorised representatives will be available to meet with the Stock Exchange
within a reasonable time frame upon the request of the Stock Exchange and will be readily
contactable by providing his office phone number, mobile phone number, residential phone
number, facsimile or email address to the Stock Exchange. They will be contactable on their
mobile phone numbers at all times. Each of the authorised representatives has been
authorised to communicate on our behalf with the Stock Exchange. Our Company has been
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registered as a non-Hong Kong company under Part XI of the Companies Ordinance, and
Mr. Yu Cheeric has been authorised to accept service of legal process and notices in Hong
Kong on behalf of our Company.

Each of the authorised representatives will be provided means to contact all Directors
promptly at all times as and when the Stock Exchange wishes to contact the Directors for
any matters. In order to further enhance the communication among the Stock Exchange,
the authorised representatives and the Directors, we 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 authorised representatives and his alternate;

— 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
authorised representatives and his alternate;

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

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

— if circumstances require, meeting of the Board will be summoned and held in such
manners and on short notice as permitted under the Articles of Association to
discuss and address any issues which the Stock Exchange is concerned in a timely
manner.

We will also appoint Piper Jaffray Asia Limited as our compliance adviser pursuant to
Rule 3A.19 of the Listing Rules which will act as the additional channel of communication
with the Stock Exchange for the period commencing from the Listing Date and ending on
the date on which we comply 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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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies Law, 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 collectively and individually
accept full responsibility for the accuracy of the information contained in this prospectus
and confirm, having made all reasonable enquiries, that to the best of their knowledge and
belief there are no other facts the omission of which would make any statement in this
prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

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

FULLY UNDERWRITTEN

The Global Offering comprises the International Placing and the Public Offering. A
total of 300,000,000 Offer Shares will initially be made available under the Global Offering,
of which 270,000,000 Offer Shares, representing 90% of the total number of Offer Shares
will initially be placed (subject to restrictions stated in the paragraph headed “Selling
Restrictions” below) with professional and institutional investors and, to the extent
permitted by applicable laws, other investors in Hong Kong and elsewhere at the Offer Price
under the International Placing. The remaining 30,000,000 Offer Shares, representing 10%
of the total number of the Offer Shares, will be offered in Hong Kong to the public for
subscription at the Offer Price under the Public Offering. The number of Shares offered for
subscription and purchase under the Global Offering will be subject to re-allocation and the
Over-allotment Option. Details of the structure of the Global Offering are described in
“Structure and conditions of the Global Offering”.

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

The Global Offering is sponsored by the Sole Sponsor and managed by the Sole Global
Coordinator. The Public Offering is fully underwritten by the Public Offer Underwriters.
The International Placing will be fully underwritten by the International Underwriters
pursuant to the International Underwriting Agreement expected to be entered into on or
about the date of the Price Determination Agreement. For further information about the
Underwriters and the underwriting arrangements, please refer to “Underwriting”.
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DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which is expected to be
determined by agreement between the Joint Bookrunners, on behalf of the Underwriters,
and our Company on or before Thursday, 17 September 2009 or such later time as may be
agreed by the Joint Bookrunners, on behalf of the Underwriters, and our Company but in
any event no later than Wednesday, 23 September 2009. If the Joint Bookrunners, on behalf
of the Underwriters, and our Company are unable to reach agreement on the Offer Price on
or before Wednesday, 23 September 2009, the Global Offering will not proceed.

ROLE OF THE PRC DOMESTIC FINANCIAL ADVISER

We have appointed Industrial Bank Co. Ltd. to act as our PRC domestic financial
adviser. The appointment of Industrial Bank Co. Ltd. is at our own initiative and not a
requirement under the Listing Rules and is separate and distinct from the appointment of
the Sole Sponsor. Under the terms of our engagement, Industrial Bank Co. Ltd. provides us
with general advice on PRC-related matters in connection with the proposed listing which
includes:

e advising us in respect of the business model based on the local and international
industry trends, and the policy and environment in the PRC;

e advising us on PRC tax planning;
e  assisting us in selecting domestic legal advisers in connection with the listing;
e advising us on restructuring our PRC operations; and

e  assisting us in liaising with local governmental officials for matters in relation to
the listing.

Merrill Lynch Far East Limited is acting as Sole Sponsor in our listing application and
will take full responsibility in performing its duties in accordance with the Listing Rules.
The role of PRC domestic financial adviser is different from the role of the Sole Sponsor,
who (i) is required by the Listing Rules to be appointed by us to assist with our initial
application for listing; (i) must be acceptable to the Stock Exchange; (iii) must perform its
duties in accordance with the Listing Rules with impartiality; and (iv) must be independent
from the Company. Each of the Sole Sponsor and Industrial Bank Co. Ltd. discharges its
respective duties independently, from different roles and perspectives and has not relied on
the works done by each other as set out above in respect of the listing application.

SELLING RESTRICTIONS

Each person acquiring the Offer Shares will be required, and is deemed by his
acquisition of the Offer Shares, to confirm that he is aware of the restriction on offers or
sales of the Offer Shares described in this prospectus and that he is not acquiring, and has
not been offered, any Offer Shares in circumstances that contravene any such restrictions.
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No action has been taken in any jurisdiction other than Hong Kong to permit a public
offering of the Offer Shares or the distribution of this prospectus. Accordingly, this
prospectus may not be used for the purpose of, and does not constitute, an offer or
invitation in any jurisdiction or in any circumstances in which such offer or invitation is not
authorised or to any person to whom it is unlawful to make such offer or invitation.

The following information is provided for guidance only. Prospective applicants for
Offer Shares should consult their financial advisers and take 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 and any applicable exchange control regulations
and applicable taxes in the countries of their respective citizenship, residence or domicile.

United States

The Offer Shares have not been and will not be registered under the US Securities Act
and may not be offered, sold, pledged or transferred within the United States, except to
qualified institutional buyers in accordance with Rule 144A or another available exemption
from the registration requirements of the US Securities Act, or outside the United States in
accordance with Rule 903 or Rule 904 of Regulation S.

The Offer Shares are being offered and sold outside the United States in reliance on
Regulation S and within the United States to qualified institutional buyers in reliance on
Rule 144A. In addition, until 40 days after the commencement of the Global Offering, an
offer or sale of Offer Shares within the United States by any dealer (whether or not
participating in the Global Offering) may violate the registration requirements of the US
Securities Act if such offer or sale is made other than pursuant to an exemption from the
registration requirements of the US Securities Act.

The Offer Shares have not been approved or disapproved by the US Securities and
Exchange Commission, any state securities commission in the United States or any other
US regulatory authority, nor have any of the foregoing authorities passed upon or endorsed
the merits of the Global Offering or the accuracy or adequacy of this prospectus. Any
representation to the contrary is a criminal offence in the United States.

Canada

The Offer Shares may not be offered or sold, directly or indirectly, in any province or
territory of Canada, or to or for the benefit of any resident of any province or territory of
Canada, except pursuant to an exemption from the requirement to file a prospectus in the
province or territory of Canada in which such offer or sale is made, and only by a dealer
duly registered under the applicable securities laws of that province or territory or in
accordance with an exemption from the applicable registered dealer requirements.
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United Kingdom

This prospectus does not constitute a prospectus for the purposes of the prospectus
rules issued by the UK Financial Services Authority (the “FSA”) pursuant to section 84 of
the Financial Services and Markets Act 2000 (as amended) (the “FSMA”) and has not been
approved by or filed with the FSA. The Offer Shares may not be offered or sold and will not
be offered or sold to the public in the UK (within the meaning of section 102B of the
FSMA) save in the circumstances where it is lawful to do so without an approved
prospectus (within the meaning of the section 85 of the FSMA) being made available to the
public before the offer is made. In addition, no person may communicate or cause to be
communicated any invitation or inducement to engage in investment activity (within the
meaning of section 21 of the FSMA) received by it in connection with the issue or sale of
any Offer Shares except in circumstances in which section 21(1) of the FSMA does not
apply to our Company. This prospectus is directed only at (i) persons outside the UK; or (ii)
persons having professional experience in matters relating to investments who fall within
the definition of “investment professionals” in article 19 of the Financial Services and
Markets Act 2000 (Financial Promotions) Order 2005 (as amended) (the “FPO”); or (iii)
high net worth bodies corporate, unincorporated associations and partnerships and trustees
of high value trusts as described in article 49 of the FPO. Any investment or investment
activity to which this prospectus relates is only available to and will only be engaged in with
such persons and persons who do not fall within (ii) or (iii) above should not rely on or act
upon this communication.

European Economic Area

In relation to each Member State of the European Economic Area which has
implemented the Prospectus Directive (each, a “Relevant Member State”) an offer of the
Offer Shares may not be made to the public in that Relevant Member State except that an
offer of the Offer Shares may be made to the public in that Relevant Member State at any
time under the following exemptions under the Prospectus Directive, if they have been
implemented in that Relevant Member State:

(a) to legal entities which are authorised or regulated to operate in the financial
markets or, if not so authorised or regulated, whose corporate purpose is solely to
invest in securities;

(b) to any legal entity which has two or more of (i) an average of at least 250
employees during the last financial year; (ii) a total balance sheet of more than
€43,000,000; and (iii) an annual net turnover of more than €50,000,000, as shown
in its last annual or consolidated accounts;

(c) to fewer than 100 natural or legal persons (other than qualified investors as
defined in the Prospectus Directive); or

(d) in any other circumstances falling within article 3(2) of the Prospectus Directive,
provided that no such offer of Offer Shares shall result in a requirement for the
publication by our Company of a prospectus pursuant to article 3 of the
Prospectus Directive.

— 53 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

For the purposes of this provision, the expression an “offer of Offer Shares to the
public” in relation to any Offer Shares in any Relevant Member State means the
communication in any form and by any means of sufficient information on the terms of the
offer and any Offer Shares to be offered so as to enable an investor to decide to purchase or
subscribe for any Offer Shares, as the same may be varied in that Member State by any
measure implementing the Prospectus Directive in that Member State and the expression
“Prospectus Directive” means Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

Japan

The Offer Shares have not been and will not be registered under the Financial
Instruments and Exchange Law of Japan (Law No. 25 of 1948 as amended) (the “Financial
Instruments and Exchange Law”) and disclosure under the Financial Instruments and
Exchange Law has not been and will not be made with respect to the Offer Shares.
Accordingly, the Offer Shares will not be, directly or indirectly, offered or sold in Japan or
to, or for the benefit of, any resident of Japan or to others for re-offering or re-sale, directly
or indirectly in Japan or to, or for the benefit of, any resident of Japan except pursuant to
an exemption from the registration requirements of, and otherwise in compliance with, the
Financial Instruments and Exchange Law and other relevant laws and regulations of Japan.
As used in this paragraph, “resident of Japan” means any person residing in Japan,
including any corporation or other entity organised under the laws of Japan.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority
of Singapore. Accordingly, this prospectus and any other document or material in
connection with the offer or sale, or invitation for subscription or purchase, of our Shares
may not be circulated or distributed, nor may our Shares be offered or sold, or be made the
subject of an invitation for subscription or purchase, whether directly or indirectly, to
persons in Singapore other than (i) to an institutional investor under section 274 of the
Securities and Futures Act, Chapter 289 of Singapore (the “SFA”), (ii) to a relevant person
pursuant to section 275(1), or any person pursuant to section 275(1A), and in accordance
with the conditions specified in section 275 of the SFA or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.

Where our Shares are subscribed or purchased under section 275 of the SFA by a
relevant person which is:

(a) a corporation (which is not an accredited investor (as defined in section 4A of the
SFA)) the sole business of which is to hold investments and the entire issued share
capital of which is owned by one or more individuals, each of whom is an
accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to
hold investments and each beneficiary of the trust is an individual who is an
accredited investor, shares, debentures and units of shares and debentures of that
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corporation or the beneficiaries’ rights and interest (howsoever described) in that
trust shall not be transferred within six months after that corporation or that trust
has acquired our Shares pursuant to an offer made under section 275 except:

(1) to an institutional investor (for corporations, under section 274 of the SFA)
or to a relevant person defined in section 275(2) of the SFA, or to any person
pursuant to an offer that is made on terms that such shares, debentures and
units of shares and debentures of that corporation or such rights and interest
in that trust are acquired at a consideration of not less than S$200,000 (or its
equivalent in a foreign currency) for each transaction, whether such amount
is to be paid for in cash or by exchange of securities or other assets, and
further for corporations, in accordance with the conditions, specified in
section 275 of the SFA;

(2) where no consideration is or will be given for the transfer; or
(3) where the transfer is by operation of law.
PRC

This prospectus has not been and will not be circulated or distributed in the PRC, and
the Offer Shares may not be offered or sold, and will not be offered or sold to any person
for re-offering or resale, directly or indirectly, to any resident of the PRC except pursuant
to applicable laws and regulations of the PRC.

Australia

This prospectus is not a disclosure document under Chapter 6D of the Corporations
Act 2001 (Cth) (the “Australian Corporations Act”), has not been and will not be lodged
with the Australian Securities and Investments Commission as a disclosure document for
the purposes of the Australian Corporations Act and does not purport to include the
information required of a disclosure document under Chapter 6D of the Australian
Corporations Act. The Offer Shares may not be directly or indirectly offered for
subscription or purchased or sold, and no invitations to subscribe for or buy the Offer
Shares may be issued, and no draft or definitive offering circular, advertisement or other
offering material relating to any of the Offer Shares may be distributed in Australia except
where disclosure to investors is not required under Chapter 6D of the Australian
Corporations Act or is otherwise in compliance with all applicable Australian laws and
regulations. Accordingly:

(1) the offer of the Offer Shares under this prospectus is only made to select persons
who are “Sophisticated Investors” that meet the criteria set out in section 708(8)
of the Australian Corporations Act or “Professional Investors” as referred to in
section 708(11) and as defined in section 9 of the Australian Corporations Act or
investors who receive the offer through an Australian financial services licencee
where all of the criteria set out in section 708(10) of the Australian Corporations
Act have been satisfied or persons to whom it is otherwise lawful to offer the Offer
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Shares without disclosure under Chapter 6D of the Australian Corporations Act
under one or more exemptions set out in section 708 of the Australian
Corporations Act;

(i1) this prospectus may only be made available in Australia to those persons who are
able to demonstrate that they are within one of the categories of persons as set
forth in clause (i) above;

(iii) as any offer of the Offer Shares under this prospectus will be made without
disclosure in Australia under Chapter 6D of the Australian Corporations Act, the
offer of those securities for resale in Australia within 12 months may, under
section 707 of the Australian Corporations Act, require disclosure to investors
under Chapter 6D if none of the exemptions in section 708 apply to that resale.
Accordingly, any person who acquires securities pursuant to this prospectus
should not, within 12 months of acquisition of the Offer Shares, offer, transfer,
assign or otherwise alienate those securities to investors in Australia except in
circumstances where disclosure to investors is not required under Chapter 6D of
the Australian Corporations Act or unless a compliant disclosure document is
prepared and lodged with the Australian Securities and Investments Commission;
and

(iv) the offeree must be sent a notice stating in substance that by accepting this offer,
the offeree represents that the offeree is such a person as set forth in clause (i)
above, and, unless permitted under the Australian Corporations Act, agrees not to
sell or offer for sale within Australia any of our Shares sold to the offeree within
12 months after its transfer to the offeree under this offering circular.

The provisions that define the exempt categories of person as set forth in clause (i)
above are complex, and if you are in any doubt as to whether you fall within one of these
categories, you should seek appropriate professional advice regarding those provisions.

This prospectus is intended to provide general information only and has been prepared
without taking into account any particular person’s objectives, financial situation or needs.
Investors should, before acting on this information, consider the appropriateness of this
information having regard to their personal objectives, financial situation or needs.
Investors should review and consider the contents of this document and obtain financial
advice specific to their situation before making any decision to make an application the
Offer Shares.

Cayman Islands

The Offer Shares are not offered or sold, and will not be offered or sold, directly or
indirectly, to the public in the Cayman Islands.

— 56 —



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

United Arab Emirates

The Offer Shares have not been offered or sold, and will not be offered or sold, directly
or indirectly, in the United Arab Emirates, except (i) in compliance with all applicable laws
and regulations of the United Arab Emirates, and (ii) through persons or corporate entities
authorised and licenced to engage in brokerage activity and/or trade in respect of foreign
securities in the United Arab Emirates. The information contained in this prospectus does
not constitute a public offer of securities in the United Arab Emirates in accordance with
the Commercial Companies Law (Federal Law No. 8 of 1984 (as amended)) or otherwise
and is not intended to be a public offer and is addressed only to persons who are
sophisticated investors.

Dubai

The Offer Shares have not been offered or sold in the Dubai International Financial
Centre (the “DIFC”). The Offer Shares will not be offered or sold in the DIFC unless such
offer is (a) deemed to be an “Exempt Offer”, made in accordance with the Offered Securities
Rules of the Dubai Financial Services Authority (the “Rules”); (b) made to Qualified
Investors as defined in the Rules; and (¢) made through a duly authorised firm in the DIFC.

State of Kuwait

The Offer Shares have not been authorised or licenced for offering, marketing or sale
in the State of Kuwait (“Kuwait”). The distribution of this prospectus and the offering,
marketing and sale of the Shares in Kuwait is restricted by law unless a licence is obtained
from the Kuwaiti Ministry of Commerce and Industry in accordance with Law No. 31 of
1990, and the various Ministerial Regulations issued pursuant thereto. Persons into whose
possession this offering memorandum comes are required by us and the International
Underwriters to inform themselves about and to observe such restrictions. Investors in
Kuwait who approach our Company or any of the International Underwriters to obtain
copies of this prospectus are required by our Company and the International Underwriters
to keep such prospectus confidential and not to make copies thereof nor distribute the same
to any other person in Kuwait and are also required to observe the restrictions provided for
in all jurisdictions with respect to offering, marketing and the sale of the Offer Shares.

Kingdom of Saudi Arabia

No action has been or will be taken in the Kingdom of Saudi Arabia that would permit
a public offering or private placement of the Offer Shares in the Kingdom of Saudi Arabia,
or possession or distribution of any offering materials in relation thereto. The Offer Shares
may only be offered and sold in the Kingdom of Saudi Arabia through persons authorised
to do so in accordance with Part 5 (Exempt Offers) of the Offers of Securities Regulations
dated 20/8/1425 AH corresponding to 4/10/2004 (as amended) (the “Regulations”) and, in
accordance with article 16(a)(3) under Part 5 (Exempt Offers) of the Regulations, the Offer
Shares will be offered to no more than 60 offerees in the Kingdom of Saudi Arabia with
each such offeree paying an amount not less than Saudi Riyals one million or an equivalent
amount in another currency. Investors are informed that article 19 of the Regulations places
restrictions on secondary market activity with respect to the Offer Shares. Any resale or
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other transfer, or attempted resale or other transfer, made other than in compliance with
the above-stated restrictions shall not be recognised by our Company. Prospective
purchasers of the Offer Shares should conduct their own due diligence on the accuracy of
the information relating to the Offer Shares. If you do not understand the contents of this
prospectus you should consult an authorised financial adviser.

Kingdom of Bahrain

This prospectus has not been reviewed by the Central Bank of Bahrain (“CBB”). This
prospectus may not be circulated within the Kingdom of Bahrain nor may any interests in
our Company be offered for subscription or sold, directly or indirectly, nor may any
invitation or offer to subscribe for any Shares in our Company be made to persons in the
Kingdom of Bahrain. The CBB is not responsible for the performance of our Company nor
the International Underwriters.

State of Qatar

The investment described in this prospectus has not been offered, sold or delivered and
will not be offered, sold or delivered, at any time, directly or indirectly in the State of Qatar
in a manner that would constitute a public offering.

This prospectus has not been, and will not be, registered with or approved by the Qatar
Financial Market Authority or Qatar Central Bank and may not be publicly distributed.
The prospectus is intended for the original recipient only and must not be provided to any
other person. It is not for circulation in the State of Qatar and may not be reproduced or
used for any other purpose.

Switzerland

This prospectus does not constitute a public offering prospectus as that term is
understood pursuant to article 652a of the Swiss Code of Obligations (“SCO”). Our
Company has not applied for a listing of the Offer Shares on the SWX Swiss Exchange and
consequently, the information presented in this prospectus does not necessarily comply with
the information standards set out in the relevant listing rules.

The Offer Shares may not be publicly offered or sold in Switzerland. The Offer Shares
may be offered or sold only to a selected number of individual investors in Switzerland,

under circumstances which will not result in a public offering within the meaning of article
652a of the SCO.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee of the Stock Exchange for the
listing of, and permission to deal in, the Shares in issue and to be issued as mentioned
herein, including the Offer Shares (including any Shares which may fall to be issued
pursuant to the exercise of the Over-allotment Option) and any Shares which may fall to be
issued pursuant to the exercise of the options granted under the Pre-IPO Share Option
Scheme, and any additional Shares, up to 10% of the issued share capital of our Company
as at the Listing Date, which may fall to be issued pursuant to the exercise of the options
which may be granted under the Share Option Scheme. No part of our Company’s share
capital is listed or dealt in on any other stock exchange. At present, our Company is not
seeking or proposing to seek the listing of, or permission to deal in, the Shares on any other
stock exchange. All the Shares will be registered on the register of our members in order for
them to be traded on the main board of the Stock Exchange.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of the subscription for, purchase,
holding or disposal of, dealing in, or the exercise of any rights in relation to the Offer
Shares, you should consult an expert. Our Company, the Sole Sponsor, the Underwriters,
their respective directors, agents or advisers or any other party involved in the Global
Offering do not accept responsibility for any tax effects on, or liabilities of, any person
resulting from the subscription for, purchase, holding or disposal of, dealing in, or the
exercise of any rights in relation to, the Offer Shares.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

All of the Shares issued pursuant to the Global Offering will be registered on our
register of members to be maintained in Hong Kong by our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited. Our principal register of members
will be maintained by our principal registrar and transfer agent, Butterfield Fulcrum Group
(Cayman) Limited, in the Cayman Islands.

Dealings in the Shares registered on our register of members in Hong Kong will be
subject to Hong Kong stamp duty. The current rate of stamp duty in Hong Kong is 0.2% of
the consideration or, if higher, the market value of the Shares being sold or transferred.

PROCEDURES FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedures for applying for the Public Offer Shares are set out in “How to Apply
for the Public Offer Shares” and on the relevant Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure and conditions of the Global Offering, including details of the
Over-allotment Option, are set out in “Structure and conditions of the Global Offering”.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Offer Shares on
the Stock Exchange and compliance with the stock admission requirements of HKSCC, the
Offer Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Listing Date or on any other date HKSCC
chooses. Settlement of transactions between participants of the Stock Exchange is required
to take place in CCASS on the second business day after any trading day. All activities
under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time. All necessary arrangements have been made for the
Offer Shares to be admitted into CCASS. Investors should seek the advice of their
stockbroker or other professional adviser for details of those settlement arrangements and
how such arrangements will affect their rights and interests.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name Address Nationality

Executive Directors

Mr. Wang Dong Xing 6th Floor Chinese
Block A, Lilang Building
No. 200 Chang Xing Road
Jinjiang City
Fujian Province
The PRC

Mr. Wang Liang Xing 3rd Floor Chinese
Block A, Lilang Building
No. 200 Chang Xing Road
Jinjiang City
Fujian Province
The PRC

Mr. Wang Cong Xing 4th Floor Chinese
Block A, Lilang Building
No. 200 Chang Xing Road
Jinjiang City
Fujian Province
The PRC

Mr. Cai Rong Hua No. 1 Pu De Road Chinese
Jinjiang City
Fujian Province
The PRC

Mr. Hu Cheng Chu Room 701, No. 2 Building Chinese
Phase II, Shi Ji Hao Yuan
Jinjiang City
Fujian Province
The PRC

Mr. Wang Ru Ping Room 504, Block 1 Chinese
Guang Yi Centre
No. 312 Tian Huai Street
Feng Ze District
Quanzhou City
Fujian Province
The PRC
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

Name

Mr. Pan Rong Bin

Address

Nationality

Room 401

Block A, Lilang Building
No. 200 Chang Xing Road

Jinjiang City
Fujian Province

The PRC

Independent Non-executive Directors

Dr. Lu Hong Te

Mr. Chen Tien Tui

Mr. Nie Xing

5th Floor, No. 6, Alley 3
Lane 387, Section 1

Neihu Road
Neihu District

Taipei City
Taiwan

Flat D, 10th Floor

Block A

Lung Tang Court

Nos. 88-90

Castle Peak Road

Tsing Lung Tau

New Territ

ories

Hong Kong

Room 504, Dormitory of

Cai Gan Yuan

50—-1 Gaofeng South Lane

Fuzhou
The PRC
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED

Sole Global Coordinator Merrill Lynch International
Merrill Lynch Financial Centre
2 King Edward Street
London ECI1IA 1 HQ
United Kingdom

Sole Sponsor Merrill Lynch Far East Limited
15th Floor, Citibank Tower
3 Garden Road
Central
Hong Kong

Joint Bookrunners Merrill Lynch International
Merrill Lynch Financial Centre
2 King Edward Street
London EC1A 1 HQ
United Kingdom

The Hongkong and Shanghai Banking
Corporation Limited

1 Queen’s Road Central

Hong Kong

Joint Lead Managers Public Offering:
Merrill Lynch Far East Limited
15th Floor, Citibank Tower
3 Garden Road
Central
Hong Kong

The Hongkong and Shanghai Banking
Corporation Limited

1 Queen’s Road Central

Hong Kong

International Placing:

Merrill Lynch International
Merrill Lynch Financial Centre
2 King Edward Street

London ECIA 1 HQ

United Kingdom
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The Hongkong and Shanghai Banking
Corporation Limited

1 Queen’s Road Central

Hong Kong

Legal advisers to our Company As to Hong Kong law:
Chiu & Partners
41st Floor, Jardine House
1 Connaught Place
Central
Hong Kong

As to United States law:

Latham & Watkins

41st Floor, One Exchange Square
8 Connaught Place

Central

Hong Kong

As to PRC law:

Jingtian & Gongcheng Attorneys at Law
15th Floor, The Union Plaza

20 Chaoyangmenwai Dajie

Beijing 100020

PRC

As to Cayman Islands law:
Conyers Dill & Pearman
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
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Registered office Cricket Square
Hutchins Drive
P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

Principal place of business in Suite 3402, 34th Floor
Hong Kong Lippo Centre, Tower One
No. 89 Queensway
Hong Kong
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of business in the PRC Nanhuan Road
Qingyang District
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Fujian Province

The PRC
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Fujian Province
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CORPORATE INFORMATION

Remuneration committee

Compliance adviser

Principal share registrar and
transfer office

Hong Kong Share Registrar

Principal bankers & PRC
domestic financial adviser

Company website address

*

Mr. Wang Cong Xing (Chairman)
Mr. Nie Xing
Mr. Chen Tien Tui
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89 Queensway
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The contents of the website do not form part of the prospectus.
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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. The information extracted from the Frost & Sullivan
report reflects estimates of market conditions based on samples, and is prepared primarily
as a marketing 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
us. We believe that the sources of the information extracted from the Frost and Sullivan
report are appropriate sources for such information and have taken reasonable care in
extracting and reproducing such information. We have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render such
information false or misleading. While we have exercised reasonable care in compiling and
reproducing such information from official government publications, it has not been
independently verified by us, or any of our affiliates or advisers, nor by the Underwriters or
any of their affiliates or advisers 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 advisers, the
Underwriters or their affiliates or advisers, 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.

OVERVIEW

We believe the performance of the menswear industry is driven primarily by the growth
of the PRC economy and, in particular, the increase in disposable income in the PRC as
well as market acceptance of brands. We believe the menswear industry in the PRC has
benefited from rapid economic growth, urbanisation, increases in disposable income and a
shift in consumption patterns of increasingly affluent urban consumers in the PRC.

According to Frost & Sullivan, the total retail sales from menswear in the PRC
increased from approximately US$12.2 billion in 2001 to approximately US$37.7 billion in
2008, representing a CAGR of approximately 17.5% during that period. The per capita
spending on menswear in the PRC was approximately 25% of that in the United States and
approximately 20% of that in Europe in 2008. The menswear market in the PRC is
projected to grow at a CAGR of approximately 17.4% between 2009 and 2013, which is
significantly faster than in developed countries.

PRC ECONOMIC GROWTH

The PRC economy has grown rapidly under the “open door” economic reforms begun
in coastal areas in the 1970’s and expanded to other parts of the PRC in the 1990’s. In
recent years, the PRC economy has continued to expand rapidly. According to NBS, from
2001 to 2008, GDP grew at a CAGR of approximately 18.4% per annum, which in absolute
numbers represented growth from approximately USS$1,324.8 billion in 2001 to
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approximately US$4,327.6 billion in 2008. GDP per capita grew at a CAGR of
approximately 17.7%, from approximately US$1,041.6 in 2001 to approximately
US$3,258.8 in 2008, according to Frost & Sullivan.

GDP Growth Trend of the PRC from 2001 to 2008

(USS bn)
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Per Capita GDP Growth Trend of the PRC from 2001 to 2008

(US$)
5,000.0 —

4,000.0 —
3,258.8

3,000.0 — 2,489.4

171 2,027.6
2,000.0 — 1.490.4 ,715.1
1,041.6 1.1354  1.273.6

1,000.0 —

0.0

2001 2002 2003 2004 2005 2006 2007 2008

URBANISATION IN THE PRC

Industrialisation has accelerated urbanisation through the migration of the rural
population to urban areas and the transformation of towns into cities. According to NBS,
the total urban population in the PRC increased by approximately 126 million or a CAGR
of approximately 3.4% from 2001 to 2008. In 2001, urban populations accounted for
approximately 37.7% of the total population. This increased to approximately 45.7% in
2008, according to NBS, and is projected to increase to approximately 52.7% in 2013,
according to Frost & Sullivan. The following chart sets forth the historical and projected
urban population in the PRC for the period indicated.
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Urban Population in the PRC from 2001 to 2013
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Forecast Numbers by Frost & Sullivan
DISPOSABLE INCOME GROWTH OF URBAN HOUSEHOLDS

With the rapid growth of the PRC economy, income levels of urban households have
increased and living standards have improved. According to NBS, the annual per capita
disposable income of urban households in the PRC increased at a CAGR of approximately
15.5% from approximately US$829 in 2001 to approximately US$2,271 in 2008. The
following chart sets forth the historical per capita annual disposable income of urban
households in the PRC for the period indicated.

Per Capita Disposable Income of Urban Households in the PRC from 2001 to 2008

(USS$ per year)
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STRONG RETAIL GROWTH AND CHANGING CONSUMPTION PATTERNS

Rising disposable income has spurred the development of the retail industry in the
PRC. In the years 2001 to 2008, according to NBS, total retail sales of consumer goods grew
at a CAGR of approximately 17.0%, which outpaced growth in urban disposable income.
The following chart shows total retail sales of consumer goods and the growth rate for the
period indicated.

Total Retail Sales of Consumer Goods and Growth Rate from 2001 to 2008
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* Growth rate is calculated by Frost & Sullivan based on the retail sales of consumer goods in US
dollars.
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THE PRC MENSWEAR MARKET

The PRC menswear market, which includes business formal, casual wear and others
including accessories, has expanded rapidly in recent years. According to Frost & Sullivan,
total retail sales from menswear in the PRC increased from approximately US$12.2 billion
in 2001 to approximately US§$37.7 billion in 2008, representing a CAGR of approximately
17.5% during that period. Frost & Sullivan projects retail sales from menswear in the PRC
to grow at a CAGR of approximately 17.4% annually between 2009 and 2013 to
approximately US$83.7 billion in 2013. China’s menswear market is highly fragmented.
According to Frost & Sullivan, in 2008, the top 100 brands in the PRC held approximately
44.6% of the market share by retail sales, and the top ten brands only held approximately
20.3% of the market share by retail sales. The bottom 55.4% of the menswear market
consists of those brands which individually held a market share by retail sales of less than
0.2%.

The 44.6% market share by retail sales of the top 100 brands in the PRC amounted to
approximately US§$16.8 billion. Out of this US$16.8 billion, approximately 29.9% was from
sales by Luxury Brands, and approximately 70.1% was from sales by Mainstream Brands.
The Mainstream Brands market itself is highly fragmented, and in 2008 the top ten brands
only held approximately 29.41% of the market share. Within the Mainstream Brands
market in 2008, according to Frost & Sullivan, our brand held a market share by retail sales
of approximately 3.40%. The following chart shows our market share of the Mainstream
Brands menswear market and that of our major competitors in 2007 and 2008. Our major
competitors, including the top ten set out in the chart below, are all menswear brands with
similar geographical and market segment coverage and which employ a similar distribution-
oriented business model. For more information on competition, see “Business —
Competition”.

Market Share by Retail Sales in the Mainstream Brands Menswear Market
in 2007 and 2008

Brand 2007 2008

LILANZ . . 2.67% 3.40%
Septwolves. . . .. 2.65% 3.37%
Seven brand. . .. ... ... .. 2.37% 3.35%
Firs. . .o 2.18% 3.28%
K-boxing . . . . ... 2.10% 2.84%
Fordoo . .. ... . . 2.57% 2.80%
Romon . ... .. ... . . e 2.45% 2.68%
Baoxiniao . ... ... ... 1.87% 2.65%
Taizilong . . . . . . .. 2.56% 2.59%
Joe One. ... .. 2.34% 2.45%
Subtotal of top 10 brands . . . . ... ... ... .. .. ... L. 23.76% 29.41%
Others. . . . .. 76.24% 70.59%
Total. . . . . .. . 100.00% 100.00%

Source: Frost & Sullivan
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In addition, according to Frost & Sullivan, we ranked top three among Mainstream
Brands in the PRC menswear market in terms of the number of retail outlets in the PRC as
at 31 December 2008. The table below illustrates the top five Mainstream Brands in the
PRC menswear market in terms of the number of retail outlets in the PRC as of the period
indicated.

Top Five Mainstream Brands in the PRC Menswear Market
(in terms of number of retail outlets in the PRC as at 31 December 2008)

Brand Retail Outlets
K-boxXing . . . . . ... 3,200
Septwolves. . . . . 2,769
LILANZ . . e 2,492
Joe One. . ... . e 2,400
Seven brand . . . . . . .. 2,300

Source: Frost & Sullivan

Mainstream Brands have gained in overall penetration in the PRC menswear market,
increasing their market share from approximately 21.6% in 2001 to approximately 31.3% in
2008, and are expected to reach approximately 42.8% by 2013, according to Frost &
Sullivan. Growth in the market share of Mainstream Brands is partly due to stable increases
in disposable income and a shift in consumption patterns from un-branded to branded
products as consumers become more fashion conscious. The following chart sets forth the
historical and projected menswear market size development trend for the period indicated.

Menswear Market Size Development Trend from 2001 to 2013
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According to Frost & Sullivan, business formal historically have the largest share of
the menswear market, comprising approximately 54.3% of the market in 2008. However,
the business suit market is forecasted to slowly decline in the future, partly due to an
increase in demand for casual wear (in particular, business casual wear) according to Frost
& Sullivan. The casual wear share of the market increased from approximately 39.2% in
2003 to approximately 41.4% in 2008 and is forecasted to increase to approximately 43.5%
of the overall menswear market by 2013 according to Frost & Sullivan. Casual wear
provides consumers with more style choices to suit different occasions. Some business suit
brands have switched their focus to casual wear in order to cater to changing consumer
needs. The following chart sets forth the historical and projected menswear market
structure development for the years indicated.

Menswear Market Structure Development in 2003, 2008 and 2013
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INDUSTRY DRIVERS

Major factors contributing to the growth of the PRC menswear market include rapid
economic growth, urbanisation, increases in disposable income and a shift in consumption
patterns of increasingly affluent urban consumers in the PRC.

Total per capita spending on menswear has been increasing, growing from
approximately US$98.7 in 2001 to approximately US$290.8 in 2008 at a CAGR of
approximately 16.7%, according to Frost & Sullivan. The following chart sets forth the
total per capita spending on menswear for the period indicated.

Total Per Capita Spending on Menswear from 2001 to 2008
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Source: Frost & Sullivan

Although third and fourth tier cities’ average per capita spending on menswear
currently lags behind the average in the PRC, we believe that as industrialisation brings the
migration of rural populations to urban areas and certain towns transform into cities, urban
development and rising disposable income will stimulate demand for menswear products in
these cities and expand the overall menswear market.
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Menswear Market Breakdown and Per Capita Spending by Market Tier in 2008

(Per capita spending in US$)
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*  Per capita menswear consumption of urban population

In addition, per capita spending on menswear in the PRC is relatively low as compared
to the US and European markets, due to lower levels of disposable income. While per capita
spending on menswear varies from country to country based on consumer spending
patterns, per capita spending on menswear in the US and Europe is significantly higher, at
approximately US$1,174.7 and US$1,488.5, respectively, approximately 4.0 times and 5.1
times the spending in the PRC. The following chart sets forth per capita menswear
consumption comparison in 2008.

Per Capita Menswear Consumption Comparison in 2008

(USS per year)
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Notes:

*  Per capita menswear consumption of urban population

*¥*  “Europe” refers to the 15 countries in the European Union before the expansion on 1 May 2004.
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REPORTS COMMISSIONED FROM FROST & SULLIVAN

We commissioned Frost & Sullivan, an independent market research and consulting
company to conduct an analysis of, and to report on, the menswear market in the PRC for
the period from 2001 to 2013. The report commissioned has been prepared by Frost &
Sullivan independent of our influence. We paid Frost & Sullivan fees of US$90,955, which
we consider reflects market rates. Founded in 1961, Frost & Sullivan has 35 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.

The Frost & Sullivan’s report that we commissioned includes information on the PRC
menswear market such as menswear retail sales value of overall and different market
segments and menswear brand companies sales revenue, number of retailer stores, total
menswear consumption, consumption per capita and other economic data, which have been
quoted in this prospectus. Frost & Sullivan’s independent research was undertaken through
both primary and secondary research obtained from various sources within the PRC
menswear industry. Primary research involved interviewing 50 leading industry participants
from menswear brand companies and menswear retailers as well as industry experts, and
1,400 end-users in 24 first, second and third tier cities. Secondary research involved
reviewing company reports, independent research reports and data based on Frost &
Sullivan’s own research database. Projected total menswear consumption and total retail
sales value 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, level of brand awareness and product variety, mapped against
available projected drivers obtained through interviews with industry experts and
participants.
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Set forth below are summaries of certain PRC laws and regulations applicable to our
Group’s operations and business.

FOREIGN INVESTMENT INDUSTRIAL GUIDANCE

According to the Catalogue for the Guidance of Foreign Investment Industries
brought into effect on 1 January 2005 and a newly updated one which was promulgated on
31 October 2007 and came into force on 1 December 2007, the area of production of
menswear belongs to the Catalogue of Permitted Foreign Investment Industries, which
means that foreign investors may invest in this area.

PRODUCT QUALITY

The principal legal provisions governing product liability are set out in the Product
Quality Law, which was promulgated on 22 February 1993 and amended on 8§ July 2000.

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

to adopt a check-for-acceptance system for stock replenishment to examine the
quality certificates and other labels of such stock;

to take measures in keeping products for sale in good quality;

not to sell defective or deteriorated products or products which have been publicly
ordered to cease sales;

to sell products with labels that comply with the relevant provisions;

not to forge the origin of a product, or falsely use the name and address of another
producer;

not to forge or falsely use product quality marks such as authentication marks;
and

not to mix impurities or imitations into the products, substitute a fake product for
a genuine one, a defective product for a high-quality one, or pass off a
substandard product as a qualified one in the sale of products.

Pursuant to the Product Quality Law, a producer shall:

be responsible for the quality of products it produces;
not produce products that have been publicly ordered to cease production;

not forge the origin of a product, or to forge or falsely use the name and address
of another producer;

not forge or falsely use product quality marks such as authentication marks of
another producer;
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e not mix impurities or imitations into the products, substitute a fake product for a
genuine one, a defective product for a high-quality one, or pass off a substandard
product as a qualified one in the production;

e  ecnsure that the marks on the products or the packaging of the products are true;
and

e cnsure that, for products that 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 packaging thereof must meet the corresponding requirements,
carry warning marks or warnings written in Chinese or draw attention to the
method of handling in accordance with the relevant provisions of the state.

Violations 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.

According to the Product Quality Law, consumers or other victims who suffer injury
or property losses due to product defects may demand compensation from the producer as
well as the seller. Where the responsibility lies with the producer, the seller shall, after
settling compensation, have the right to recover such compensation from the producer, and
vice versa.

CONSUMER PROTECTION

The principal legal provisions for the protection of consumer interests are set out in the
Consumer Protection Law, which was promulgated on 31 October 1993 and came into effect
on 1 January 1994. The Consumer Protection Law sets out standards of behaviour which
business operators must observe in their dealings with consumers, including the following:

e goods and services provided to consumers must comply with the Product Quality
Law and other relevant laws and regulations, including requirements regarding
personal safety and protection of property;

e providing consumers with true information and advertising concerning goods and
services, as well as providing true and clear answers to questions raised by
consumers concerning the quality and use of goods or services provided by them;

e issuing purchase or service vouchers to consumers in accordance with relevant
national regulations or business practices or upon the request of a consumer;

e ensuring the quality, functionality, applications and duration of use of the goods
or services under normal use and ensuring that the actual quality of the goods or
services are consistent with that displayed in advertising materials, product
descriptions or samples;
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e properly performing its responsibilities for guaranteed repair, replacement and
return or other liability in accordance with national regulations or any agreement
with the consumer; and

e not setting unreasonable or unfair terms for consumers or excluding themselves
from civil liability for undermining the legal rights and interests of consumers by
means of standard contracts, circulars, announcements, shop notices, etc.

Violations of the above Consumer Protection Law 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 Consumer Protection Law, a consumer whose legal rights and
interests are prejudiced during the purchase or use of goods may demand compensation
from the seller. Where the responsibility lies with the manufacturer or another seller that
provides the goods to the seller, the seller shall, after settling compensation, have the right
to recover such compensation from that manufacturer or that other seller. Consumers or
other injured parties who suffer injury or property losses due to product defects in
commodities may demand compensation from the manufacturer as well as the seller. Where
the responsibility lies with the manufacturer, the seller shall, after settling compensation,
have the right to recover such compensation from the manufacturer, and vice versa.

TRADEMARK LAW

The PRC Trademark Law which was promulgated on 23 August 1982, amended on 22
February 1993 and on 27 October 2001, seeks to improve the administration of trademarks,
protect the right to exclusive use of trademarks and encourage producers and operators to
guarantee the quality of their goods and services and maintain the reputation of their
trademarks, so as to protect the interests of consumers and of producers and operators.

Under this law, any of the following acts shall be an infringement upon the right to
exclusive use of a registered trademark:

e using a trademark which is identical with or similar to the registered trademark on
the same kind of commodities or similar commodities without a licence from the
registrant of that trademark;

e selling the commodities that infringe upon the right to exclusive use of a registered
trademark;

e forging, manufacturing without authorisation the marks of a registered trademark
of others, or selling the marks of a registered trademark forged or manufactured
without authorisation;

e 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
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e 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.

ENVIRONMENTAL LAWS

According to the Environmental Protection Law of the PRC effective as of 26
December 1989, the units that cause environmental pollution and other public hazards shall
incorporate the work of environmental protection into their plans and establish a
responsibility system for environmental protection. These units shall adopt effective
measures to prevent and control the pollution and harms caused to the environment by
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 at
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 or used, until its installations for the prevention and control of pollution are
examined and considered up to the standard by the competent department of the
environmental protection administration that examined and approved the environmental
impact statement.

According to the Law of the PRC on Prevention and Control of Environmental
Pollution by Noise effective as of 1 March 1997, new construction project, expansion, or
reconstruction project that discharges pollutants into air shall be subject to the state
regulations on environmental protection of construction projects. Industrial enterprises
that discharge noise during industrial production with fixed facilities shall report to the
local environmental protection department categories and quantities of their existing
facilities for discharging noise, and the noise volume of noise discharged under their normal
operation conditions as well as treating facilities against noise, and also submit to the same
department technical information concerning prevention and control of noise pollution.
Units discharge noise exceeding the relevant standards shall pay the discharge fee subject to
the regulations.

According to the Law of the PRC on Prevention and Control of Atmospheric Pollution
effective as of 1 September 2000, new construction project, expansion, or reconstruction
project that discharges pollutants into air shall be subject to the state regulations on
environmental protection of construction projects. Units that discharge atmospheric
pollutants shall report to the local administrative department of environmental protection
their existing discharge and treatment facilities for pollutants and the categories, quantities
and concentrations of pollutants discharged under normal operation conditions and submit
to the same department their technical information concerning prevention and control of
atmospheric pollution. The PRC implements a system of collecting fees for discharging
pollutants on the basis of the categories and quantities of the atmospheric pollutants
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discharged, and establishing reasonable standards for collecting the fees therefore 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 Solid Waste amended and effective as of 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.

According to the Law of the PRC on Prevention and Control of Water Pollution which
was amended on 26 January 2008 and became effective on 1 June 2008, new construction
project, expansion, reconstruction project and other installations on water that directly or
indirectly discharges pollutants into the water body shall be subject to the state regulations
on environmental protection of construction projects. Enterprises and institutions that
discharge pollutants directly or indirectly into a water body shall report to and register with
the local environmental protection department their existing facilities for discharging and
treating pollutants, and the categories, quantities and concentrations of pollutants
discharged under their normal operation conditions, and also submit to the same
department technical information concerning prevention and control of water pollution.
Enterprises and institutions that directly discharge pollutants into a water body shall pay a
pollutant discharge fee according to the category and quantity of the pollutions and the
collection standard of the pollutant discharge fee.

LABOUR CONTRACT LAW

According to the Labour Contract Law of the PRC effective as of 1 January 2008,
labour contracts shall be entered into if labour relationships are to be established between
the units and the labourers. The unit cannot require the labourers to work in excess of the
time limit and shall provide the wages which are no lower than local standards on minimum
wages to the labourers in time. The unit shall establish and perfect its system for labour
safety and sanitation, strictly abide by rules and standards on labour safety and sanitation,
educate labourers in labour safety and sanitation in the PRC. Labour safety and sanitation
facilities shall meet such standards. The unit shall provide labourers with labour safety and
sanitation conditions meeting State stipulations and necessary articles of labour protection.

PRODUCTION SAFETY LAW

According to the PRC Production Safety Law effective as of 1 November 2002, the
production facilities shall be equipped with the conditions for safe production as provided
in the Production Safety Law and other relevant laws, administrative regulations, national
standards and industrial standards. Any entity that is not equipped with the conditions for
safe production may not engage in production and business operation activities. The unit
shall offer education and training programs to the employees thereof regarding production
safety. The designing, manufacturing, installation, using, checking, maintenance, reforming
and claiming as useless of safety equipments shall be in conformity with the national
standards or industrial standards. In addition, the production facilities shall provide labour
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protection articles that meet the national standards or industrial standards to the employees
thereof, supervise and educate them to wear or use these articles according to the prescribed
rules.

SOCIAL INSURANCE REGULATIONS

According to Interim Measures concerning the Maternity Insurance effective as of 1
January 1995, the employers in the PRC shall pay the maternity insurance fees for their
employees.

According to Interim Regulations concerning the Levy of Social Insurance effective as
of 22 January 1999 and Interim Measures concerning the Management of the Registration
of Social Insurance effective as of 19 March 1999, employers in the PRC shall conduct the
registration of social insurance with the competent authorities, and make contributions to
the basic pension insurance, basic medical insurance and unemployment insurance for their
employees.

According to the Regulations on Occupational Injury Insurance effective as of 1
January 2004, employers in the PRC shall pay the occupational injury insurance fees for
their employees.
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BUSINESS DEVELOPMENT

The Wang Brothers, founders of our Group, began their menswear manufacturing and
wholesale business in 1990. In 1995, the Wang Brothers established Lilang Fujian, to which
they gradually shifted the operation of their manufacturing and wholesale business, and
began selling menswear under our LILANG brand. Our brand originally specialised in
men’s business attire, and we believe that we were recognised for our tailored business suits.

Prior to 1997, our menswear products were primarily sold through large wholesale
markets. Starting in 1997, we began selling our products to retail customers through
distributors to better control and expand our sales channels and market coverage. We also
began to diversify our product range by offering accessories to complement our core
product line of business suits and shirts.

We had a significant shift in our business strategy in 2000 and 2001. Recognising that
the global trend in menswear was towards business casual design and in light of the highly
competitive and limited differentiation in each of the business formal and casual menswear
retail markets, we shifted our focus towards design and development of business casual
menswear. In 2000, we broadened our product line and began to offer men’s casual and
business casual wear in the PRC. According to Frost & Sullivan, we were the first menswear
company among our competitors to offer a men’s business casual collection and make it our
product focus. In 2001, Mr. Ji Wen Bo, one of the top menswear designers in the PRC,
joined us as a consultant, providing artistic direction on our product designs.

Our national marketing efforts expanded significantly between 2002 and 2004. In 2002,
we coined our slogan “simple yet sophisticated” (fFj#JIM A #) to convey our design
philosophy for a “simple yet sophisticated” lifestyle. That year, we appointed
Mr. Chen Dao Ming (Pf#E ), the well-known PRC actor, as our brand spokesperson as
part of our strategy to elevate our brand’s status and create brand recognition. In 2004, we
invested approximately RMB9.9 million in national television advertisements during the
Athens Olympic Games 2004 broadcasts. We believe that our investment in marketing was
instrumental in raising awareness of our brand on a national level.

In the last few years, we have expanded our business significantly. We established
Lilang China and Lilang Xiamen in 2005 and 2006, respectively. We have our own design
and product development team which is responsible for our in-house product design and
development. Prior to Mr. Ji Wen Bo being appointed as our full-time chief fashion
designer in 2007, Mr. Ji Wen Bo acted as our fashion and design consultant for our design
and product development team. Mr. Ji Wen Bo joined us full-time as our chief designer in
2007 and heads our in-house design and product development team, overseeing design and
brand image management.

Prior to the commencement of our operation at Wuli Industrial Park in 2008, we
manufactured our products at seven production facilities in Jinjiang with an aggregate gross
floor area of approximately 19,055 sq.m. These production facilities were collectively
owned by the relevant villagers’ committees in Jinjiang, respectively, and were licensed to us
for our production purposes. We have ceased the use of these production facilities and
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gradually relocated our production facilities to a newly-built, modern facility in the Wuli
Industrial Park in Jinjiang, Fujian, which we began constructing in October 2006 and
completed in 2008.

From the establishment of our Group until September 2008, we have sold our products
exclusively under our Chinese brand name F|Ef and our English brand name LILANG. To
differentiate ourselves from other domestic brands and to reflect our international styling,
our brand went through a series of transformations in September 2008. In that regard, we
introduced the first product collection designed by Ji Wen Bo under the English brand name
LILANZ, which is used either in conjunction with our Chinese brand name F|}f or on its
own; updated our store theme and design; and improved our marketing strategies. The
trademarks bearing our English brand name LILANZ with or without our Chinese brand
name F|HF have been registered as our trademarks in a number of jurisdictions, such as
Hong Kong, Taiwan, Macau and Japan, and have been registered as an international
registration of trademark under the Madrid Agreement & Protocol, the details of which are
set out in Appendix VI to this prospectus. We are currently applying for the registration of
trademarks bearing our English brand name LILANZ in the PRC and, up to the Latest
Practicable Date, we had not encountered any objection or obstacle in respect of such
applications for trademark registration in the PRC. Our Group has ceased the use of
LILANG as our English brand name for marketing and our products, and we have used
LILANZ as our English brand name and logo for our new product collections since then.
Our Directors consider that the new English brand name LILANZ represents an extension
of our well-established Chinese brand name F|H} and English brand name LILANG and
believe that the LILANZ brand has become a recognized brand name in the PRC.

Beginning in 2006, we began to raise our profile both domestically and internationally.
In 2006, we sponsored the international men’s top model competition “Manhunt
International 2006” held in the PRC during which our menswear were showcased. In
2007, we became the first menswear label from the PRC to participate in the “Milan
Menswear Show” (Milano Moda Uomo) organised by the “National Chamber of Italian
Fashion” (Camera Nazionale Della Moda Italiana). During the show, we presented items
from our autumn and winter menswear collections, which received positive reviews from the
media. In 2008, we participated in the “Japan Fashion Week in Tokyo” during which we
presented our spring/summer menswear collection. In our efforts to promote our brand and
appeal to a broader audience, we also appointed Mr. Daniel Wu (% Z4) as our brand
spokesperson in August 2009 in addition to Mr. Chen Dao Ming (P #E H).

CORPORATE DEVELOPMENT

Our Group was founded in April 1995 when Lilang Fujian was established in Fujian by
Lilang Enterprise Co., a private unlimited company established in Hong Kong by an uncle
of the Wang Brothers, Mr. Lam Ga Lok, who held his interest in Lilang Enterprise Co. in
trust for the benefit of the Wang Brothers as to 34% by Mr. Wang Dong Xing, 33% by Mr.
Wang Liang Xing and 33% by Mr. Wang Cong Xing. Lilang Fujian was established as a
wholly foreign owned enterprise under the law of the PRC on 24 April 1995 with an initial
registered capital of HK$6 million. As the Wang Brothers ordinarily resided in the PRC, the
Wang Brothers entrusted their uncle, who is a resident in Hong Kong, to facilitate the
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establishment of Lilang Enterprise Co. and to handle other related administrative and
compliance matters in Hong Kong through such trust arrangement. Under the trust
arrangement, Mr. Lam was required to act in accordance with the instructions of the Wang
Brothers from time to time in exercising his power as the investor of Lilang Enterprise Co.
and (through Lilang Enterprise Co.) Lilang Fujian, including, but not limited to, voting
power and other interest, and was accountable to the Wang Brothers for all interests,
distributions, dividends, other fees, benefit and claims attributable to the assets under the
trust arrangement. As advised by our legal adviser as to Hong Kong laws, such trust
arrangement, which was governed by Hong Kong laws, has been legal, valid and legally
binding on the parties thereof. Such trust arrangement lapsed in December 2007 after Mr.
Lam Ga Lok vested back all the assets under the trust arrangement at the direction of the
Wang Brothers by transferring the entire equity interest in Lilang Fujian to Lilang
International at nil consideration as part of the Reorganisation as further described below.

With a view to expand our business operation, the registered capital of Lilang Fujian
was increased from HK$6 million to HK$20 million by way of further cash contribution by
Lilang Enterprise Co. with effect from March 2003.

In March 2004, Lilang International was incorporated as a limited company under the
law of Hong Kong by Mr. Wang Cong Xing and his nephew, Mr. Yiu Hau Ming, who held
their interests in Lilang International on trust for the benefit of the Wang Brothers. Lilang
International was then beneficially owned as to 34% by Mr. Wang Dong Xing, 33% by Mr.
Wang Liang Xing and 33% by Mr. Wang Cong Xing. On 25 March 2005, Lilang
International established Lilang China as a wholly foreign owned enterprise under the law
of the PRC with a registered capital of HK$100 million, and established Lilang Xiamen as a
wholly foreign owned enterprise under the law of the PRC with a registered capital of
USS$30 million on 12 June 2006, to engage in production of diversified lines of products.
While the then prevailing Companies Ordinance required Hong Kong companies to have at
least two shareholders and directors and as Mr. Yiu Hau Ming was a resident in Hong
Kong, the Wang Brothers entrusted Mr. Wang Cong Xing and Mr. Yiu Hau Ming to
facilitate the incorporation of Lilang International through such trust arrangement, and
appointed Mr. Yiu Hau Ming as one of the directors and the company secretary to handle
other related administrative and corporate compliance matters in Hong Kong. Under the
trust arrangement, Mr. Yiu Hau Ming and Mr. Wang Cong Xing (in respect of his interests
held on trust only) were required to act in accordance with the instructions of Mr. Wang
Dong Xing and Mr. Wang Liang Xing from time to time in exercising their respective
powers as the shareholder of Lilang International, including, but not limited to, voting
power and other interest, and were accountable to Mr. Wang Dong Xing and Mr. Wang
Liang Xing for all interests, distributions, dividends, other fees, benefit and claims
attributable to the assets under the trust arrangement. As advised by our legal adviser as to
Hong Kong laws, such trust arrangement, which was governed by Hong Kong laws, is legal,
valid and legally binding on the parties thereof. Such trust arrangement lapsed in January
2007 after Mr. Yiu Hau Ming and Mr. Wang Cong Xing (in respect of his interests held on
trust) vested back and transferred all the shares in Lilang International under the trust
arrangement to Mr. Wang Dong Xing and Mr. Wang Liang Xing at nil consideration as
part of the Reorganisation.
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Lilang Enterprise Co., the former registered owner of Lilang Fujian, failed to
contribute the entire initial and increased registered capital of Lilang Fujian within the
timeframe as prescribed under the articles of association of Lilang Fujian. Further, Lilang
International, the registered owner of Lilang Xiamen, failed to contribute the first
instalment of the registered capital of Lilang Xiamen within the timeframe as prescribed
under the articles of association of Lilang Xiamen. As advised by our legal adviser on PRC
laws, the original examination and approving authorities of Lilang Fujian and Lilang
Xiamen have confirmed that the registered capital of Lilang Fujian and the first instalment
of the registered capital of Lilang Xiamen have subsequently been duly contributed in full,
and the certificates of approval of Lilang Fujian and Lilang Xiamen are legal and valid.
According to our PRC legal adviser, it is unlikely that any liability or penalty in respect of
such past irregularity will be imposed on our Group. The original examination and
approving authority of Lilang Xiamen has approved that the rest of the registered capital of
Lilang Xiamen shall be fully paid no later than 31 December 2009. Save as aforesaid, as
advised by our legal adviser on PRC laws, the respective registered capital of all of our PRC
wholly foreign owned enterprises has been duly paid up by the respective contributors of
such registered capital within the prescribed timeframe. Our Controlling Shareholders have
agreed to indemnify our Group in respect of any losses, damages, costs and expenses arising
out of or in connection with the irregularity in the contribution of registered capital of
Lilang Fujian and Lilang Xiamen, details of which are set out in “Appendix VI — Statutory
and General Information — Other Information — Estate duty, tax and other indemnities”
to this prospectus.

As Lilang Enterprise Co. had acted as the registered owner of Lilang Fujian since its
establishment only and did not have any other business activity in Hong Kong, Lilang
Enterprise Co. ceased its business on 28 February 2004. On 27 June 2007, Mr. Lam Ga Lok,
the sole proprietor of Lilang Enterprise Co. which was the then registered owner of Lilang
Fujian, entered into an equity transfer agreement with Lilang International to transfer the
entire equity interest in Lilang Fujian to Lilang International at nil consideration at the
instruction of the Wang Brothers. Such transfer of equity interest in Lilang Fujian became
effective on 20 December 2007 and Lilang Fujian has become a wholly-owned subsidiary of
Lilang International since then.

On 10 June 2008, Lilang Holdings acquired from the Wang Brothers and the
Management and Other Shareholders the entire issued share capital of Lilang International
in consideration and in exchange for which Lilang Holdings allotted and issued, credited as
fully paid, an aggregate of 10,000 shares of US§1 each in its capital to Xiao Sheng
International and Ming Lang Investments. Since the acquisition, Lilang Holdings has
become our immediate holding company of our Group.
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Our Company was incorporated in the Cayman Islands under the Companies Law as
an exempted company with limited liability on 2 January 2008 and was registered with the
Registrar of Companies in Hong Kong as non-Hong Kong company under Part XI of the
Companies Ordinance on 4 June 2008. In contemplation of the Listing, our Group
underwent the Reorganisation pursuant to which our Company became the holding
company of the members of our Group. Details of the Reorganisation are set out in
“Appendix VI — Statutory and General Information — Further Information about our
Company — Group reorganisation” to this prospectus.

On 8 August 2006, six PRC governmental and regulatory agencies, including the
Ministry of Commerce and the China Securities Regulatory Commission (“CSRC”),
promulgated a new regulation, namely, the Regulations on Mergers and Acquisitions of
Domestic Enterprises by Foreign Investors (the “Acquisition Regulations™) (Bt 4hE % &
F R A E), which became effective on 8 September 2006. The Acquisition
Regulations require that an offshore special purpose vehicle formed for listing purposes and
controlled, directly or indirectly, by PRC companies or individuals, such as our Company,
shall obtain approval from the CSRC prior to the listing and trading of the securities of
such offshore special purpose vehicle on an overseas stock exchange.

Based on their understanding of current PRC laws, regulations and rules, our legal
adviser as to PRC laws have advised that the Acquisition Regulations do not apply to the
acquisition of PRC subsidiaries made by our Group and that the Listing does not require
approval of the CSRC, as the equity interests of all our Group’s PRC subsidiaries were
acquired by entities outside the PRC before 8 September 2006, the effective date of the
Acquisition Regulations, and all the requisite approvals from the relevant competent PRC
regulatory authorities in respect acquisitions had been obtained. As advised by our legal
adviser as to PRC laws, all necessary approvals and permits from the relevant competent
PRC regulatory authorities, including the registration requirements under the SAFE Notice
by the Wang Brothers and the Management and Other Shareholders, required for the
implementation of the Reorganisation have been obtained.

As further advised by our legal adviser as to PRC laws, the Circular on Further
Strengthening the Administration of Overseas Share Issuance and Listing (B i #E— 25 il 5@
TEFEAMERAT S AN B T4 B AY 48 ) promulgated by the State Council on 20 June 1997 does
not apply to the Listing on the basis that no existing shareholder of the members of our
Group is an enterprise established in the PRC. As advised by our PRC legal adviser, the
Listing does not require approval of the CSRC.
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CORPORATE STRUCTURE

The following chart sets out the shareholding and corporate structure of our Group
immediately before the completion of the Global Offering and the Capitalisation Issue:

Wang Management and Wang Management and
Brothers Other Shareholders Brothers Other Shareholders
76.50% 23.50% 76.50% 23.50%
Xiao Sheng Ming Lang Management and
International Investments Wal;%voBtz?}lers Other Shareholders
(BVI) (Note 1) (BVI) (Note 2) (Note 4)
| 73.50% | 16.50% | 7.65% 235%
The Company
(Cayman Islands)
100%
Lilang Holdings
(BVI)
| 100%
Lilang International
(Hong Kong)
100% 100% 100%
. .. Lilang China Lilang Xiamen
Lilang Fujian (PRC) (PRC)
(PRC) (Note 5) (Note 6)
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The following chart sets out the shareholding and corporate structure of our Group
immediately upon completion of the Global Offering and the Capitalisation Issue (assuming
the Over-allotment Option is not exercised and taking no account of any Shares which may
be taken up under the Global Offering and any Shares which may be allotted and issued
pursuant to the exercise of options granted or to be granted under the Pre-IPO Share
Option Scheme and the Share Option Scheme):

Wang Management and Wang Management and
Brothers Other Shareholders Brothers Other Shareholders
76.50% 23.50% 76.50% 23.50%
Xiao Sheng Ming Lang ’ Management and
International Investments Wm;%vft;oj‘t)hers Other Shareholders Public
(BVI) (Note 1) (BVI) (Note 2) (Note 4)
[[s5.13% [ 233% [ 5.70% 1.79% 25.00%
The Company

Notes:

(Cayman Islands)

100%

Lilang Holdings
(BVI)

‘ 100%

Lilang International

(Hong Kong)
100% 100% 100%
. .. Lilang China Lilang Xiamen
Lllal;%{]Zujlan (PRC) (PRC)
(PRC) (Note 5) (Note 6)

Xiao Sheng International is owned as to an aggregate of 76.50% in equal proportions by the Wang
Brothers, as to 8%, 5%, 3% and 3% by Mr. Cai Rong Hua, Mr. Hu Cheng Chu, Mr. Wang Ru Ping
and Mr. Pan Rong Bin, respectively, all being the executive Directors, as to 1% by Mr. Wang Qiao
Xing, being the elder brother of the Wang Brothers, as to 2% by Mr. Chen Wei Jin, being the
brother-in-law of Mr. Wang Dong Xing and one of our employees, as to 1% by Ms. Chen Yu Hua,
being an aunt of the Wang Brothers, and as to 0.5% by Mr. Xu Tian Min, being one of our
employees. Under a sharcholders’ agreement entered into among the Wang Brothers and the
Management and Other Shareholders in respect of their joint investment in Xiao Sheng
International, each of the Wang Brothers and the Management and Other Shareholders has
agreed to procure Xiao Sheng International not to sell, transfer or otherwise dispose of any of the
Shares held or to be held by Xiao Sheng International without the prior consents of all its
shareholders. Save for being one of the Shareholders of our Company, Xiao Sheng International
was not related to any member of our Group as at the Latest Practicable Date. As Xiao Sheng
International is a substantial Shareholder and is therefore a connected person of our Company, it is
not counted as a member of the public pursuant to Rule 8.24 of the Listing Rules. The Wang
Brothers and Xiao Sheng International shall, and shall procure the relevant registered holder(s)
shall, comply with the restrictions on disposal of Shares during the period commencing from the
Latest Practicable Date and ending on the date which is 12 months from the Listing Date as
stipulated under Rule 10.07(1) of the Listing Rules.
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Ming Lang Investments is owned as to an aggregate of 76.50% in equal proportions by the Wang
Brothers, as to 8%, 5%, 3% and 3% by Mr. Cai Rong Hua, Mr. Hu Cheng Chu, Mr. Wang Ru Ping
and Mr. Pan Rong Bin, respectively, all being the executive Directors, as to 1% by Mr. Wang Qiao
Xing, being the elder brother of the Wang Brothers, as to 2% by Mr. Chen Wei Jin, being the
brother-in-law of Mr. Wang Dong Xing and one of our employees, as to 1% by Ms. Chen Yu Hua,
being an aunt of the Wang Brothers, and as to 0.5% by Mr. Xu Tian Min, being one of our
employees. Under a shareholders’ agreement entered into among the Wang Brothers and the
Management and Other Shareholders in respect of their joint investment in Ming Lang Investments,
each of the Wang Brothers and the Management and Other Shareholders has agreed to procure
Ming Lang Investments not to sell, transfer or otherwise dispose of any of the Shares held or to be
held by Ming Lang Investments without the prior consents of a majority of its shareholders. Save for
being one of the Shareholders of our Company, Ming Lang Investments was not related to any
member of our Group as at the Latest Practicable Date. As Ming Lang Investments is a substantial
Shareholder and is therefore a connected person of our Company, it is not counted as a member of
the public pursuant to Rule 8.24 of the Listing Rules. The Wang Brothers and Ming Lang
Investments shall, and shall procure the relevant registered holder(s) shall, comply with the
restrictions on disposal of the Shares during the period commencing from the Latest Practicable
Date and ending on the date which is 12 months from the Listing Date as stipulated under Rule
10.07(1) of the Listing Rules.

Each of the Wang Brothers will own 22,950,000 Shares, representing approximately 1.90% of our
issued Shares immediately following completion of the Global Offering and the Capitalisation Issue
(assuming the Over-allotment Option is not exercised and any Shares which may be allotted and
issued pursuant to the exercise of options granted or to be granted under the Pre-IPO Share Option
Scheme and the Share Option Scheme). The Wang Brothers are the executive Directors and the
Shareholders of our Company. They are also the directors and senior management of some of the
members of our Group. Please refer to the section headed “Directors and Senior Management” of
this prospectus for further details. Save as disclosed above, each of the Wang Brothers was not
related to any member of our Group as at the Latest Practicable Date. As the Wang Brothers are our
Directors and therefore are connected persons of our Company, they are not counted as members of
the public pursuant to Rule 8.24 of the Listing Rules. The Wang Brothers will be subject to the
restrictions on disposal of Shares during the period commencing from the Latest Practicable Date
and ending on the date which is 12 months from the Listing Date as set out in Rule 10.07(1) of the
Listing Rules.

These 21,150,000 Shares, representing approximately 1.79% of our issued Shares immediately
following completion of the Global Offering and the Capitalisation Issue (assuming the Over-
allotment Option is not exercised and taking no account of any Shares which may be taken up under
the Global Offering and any Shares which may be allotted and issued pursuant to the exercise of
options granted or to be granted under the Pre-IPO Share Option Scheme and the Share Option
Scheme), will be owned as to approximately 0.60%, 0.38%, 0.23% and 0.23% by Mr. Cai Rong
Hua, Mr. Hu Cheng Chu, Mr. Wang Ru Ping, Mr. Pan Rong Bin, respectively, all being the
executive Directors, and as to approximately 0.08% by Mr. Wang Qiao Xing, being the elder
brother of the Wang Brothers, as to approximately 0.15% by Mr. Chen Wei Jin, being the brother-
in-law of Mr. Wang Dong Xing and one of our employees, as to approximately 0.08% by Ms. Chen
Yu Hua, being an aunt of the Wang Brothers, and as to approximately 0.04% by Mr. Xu Tian Min,
being one of our employees. Mr. Cai Rong Hua, Mr. Hu Cheng Chu, Mr. Wang Ru Ping and Mr.
Pan Rong Bin are the executive Directors of our Company. They are also the directors and senior
management of some of the members of our Group. Mr. Cai Rong Hua is also the brother-in-law of
Mr. Wang Liang Xing Please refer to the section headed “Directors and Senior Management” of this
prospectus for further details. Mr. Chen Wei Jin and Mr. Xu Tian Min are the employees of our
Group. Save as disclosed above and for being the Shareholders of our Company, each of the
Management and Other Shareholders was not related to any member of our Group as at the Latest
Practicable Date. As these Management and Other Shareholders acquired their interests in our
Group as a gift from the Wang Brothers on 18 February 2003 as an award for the Management and
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Other Shareholders’ contribution to our Group’s development and as an incentive to retain talents,
their acquisition of their interest in our Group had been financed indirectly by the Wang Brothers
who are connected persons of our Company, and therefore each of the Management and Other
Shareholders is not counted as a member of the public pursuant to Rule 8.24(1) of the Listing Rules.
None of the Management and Other Shareholders will be subject to the restrictions on disposal of
Shares as set out in Rule 10.07(1) of the Listing Rules.

5. Lilang China established two branch offices in Jinjiang in the PRC on 28 April 2008 and 23 May
2008.

6. Lilang Xiamen established two branch offices in Jimei and Changting in the PRC on 27 August 2008
and 17 April 2009, respectively.

For a discussion of the undertakings from our Company, the Controlling Shareholders
and Management and Other Shareholders in connection with the Global Offering, see
“Underwriting — Undertakings from our Company, the Controlling Shareholders and
Management and Other Shareholders”.
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OVERVIEW

We are one of the leading PRC menswear brands. According to a market study report
we commissioned from Frost & Sullivan, our LILANZ brand (which was known as
LILANG prior to September 2008) ranked first in terms of retail sales for the years ended
31 December 2007 and 2008 within the mainstream PRC brands market, which comprises
second and lower tier cities, and accounted for approximately 29.0% and 31.3% of the
menswear market by retail sales in the PRC in 2007 and 2008, respectively. See “Industry
Overview — The PRC Menswear Market” for a further discussion. In 2007 and 2008,
Forbes China magazine recognised Lilang China as one of “China’s Best Small & Medium-
sized Enterprises”. As an integrated fashion enterprise, we design, source, manufacture and
sell high-quality business and casual apparel for men. Founded in 1995, we have grown
rapidly in recent years.

We offer our customers designs for all seasons under our LILANZ brand. Our
menswear products are designed for business and casual purposes and primarily target
customers between the ages of 28 and 45. Our products include suits, jackets, shirts,
trousers, sweaters and accessories and are broadly divided into business formal, business
casual, fashion casual and sports. According to Frost & Sullivan, we were the first
menswear company among our competitors to offer a men’s business casual collection and
make it our product focus.

From the establishment of our Group until September 2008, we sold our products
exclusively under our Chinese brand name F|Ef and our English brand name LILANG. To
differentiate ourselves from other domestic brands and to reflect our international styling,
our brand went through a series of transformations in September 2008. In that regard, we
introduced the first product collection designed by Mr. Ji Wen Bo under the English brand
name LILANZ, which is used either in conjunction with our Chinese brand name F|Ef or on
its own; updated our store theme and design; and improved our marketing strategies. Our
Directors believe that the LILANZ brand has become a recognized brand name in the PRC.

We design our products in-house under the direction of Mr. Ji Wen Bo, one of the
PRC’s top fashion designers with over 20 years of experience in the fashion industry. Mr. Ji
Wen Bo joined us as a fashion and design consultant in 2001 and became our chief fashion
designer in 2007. Our design and product development team works closely with both our
suppliers and distributors on product development and designs to fine-tune our designs to
suit local tastes. We also seek to establish new trends and styles for menswear in the PRC.
We believe that we offer our customers a range of clothing collections that portray a
“simple yet sophisticated” lifestyle. Our brand philosophy is to provide our consumers with
a sense that they are making a lifestyle choice.

Our products are sold across an extensive distribution network, covering 31 provinces,
autonomous regions and municipalities in the PRC. We sell substantially all of our products
on a wholesale basis to distributors who subsequently sell our products to end customers
through retail outlets operated by themselves or their sub-distributors, all of whom are
Independent Third Parties as of the Latest Practicable Date. Under our wholesale business
model, our distributors are principally responsible for selecting and ordering products and
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overseeing the operation of retail outlets. When selecting distributors, we take into account
a number of factors, including geographical location, retail and management experience,
financial resources and capacity for developing the retail network. We enter into
distributorship agreements directly with our distributors. The agreements are generally
for one-year terms. If distributors fail to comply with the distributorship agreements, we
have the right to terminate the agreements.

Under our distributorship agreements, distributors are permitted to sub-contract the
operation of retail outlets to sub-distributors, subject to our approval of the sub-
distributorship agreement and the respective business plan. We do not have direct
contractual relationships with these sub-distributors. However, our distributors are
required to ensure that their sub-distributors comply with the terms and conditions of
the distributorship agreements.

As at 31 December 2006, 2007, 2008 and 30 June 2009, we had 27, 28, 51 and 53
distributors, who in turn had 1,338, 1,245, 1,257 and 1,185 sub-distributors, respectively. As
at 30 June 2009, our 53 distributors operated or subcontracted the operation of 2,456 retail
outlets covering 31 provinces, autonomous regions and municipalities in the PRC. Along
with this wholesale business model, we opened and have been operating a flagship store in
Jinjiang, our first directly operated retail outlet which was established in February 2008.
During the Track Record Period, sales to our distributors accounted for substantially all of
our turnover.

All of the retail outlets operate under the LILANZ brand and are required to sell our
products exclusively. As at 30 June 2009, there were 1,696 stand-alone stores, of which 473
were directly operated by our distributors and 1,223 by their sub-distributors, and there
were 760 concessions in department stores, of which 363 were directly operated by our
distributors and 397 by their sub-distributors. In order to maintain a consistent brand
image across the retail outlets, we impose uniform standards for, among other things, store
displays, marketing activities and daily operations, with which our distributors and their
sub-distributors must comply. We believe that our extensive and well-managed distribution
network has helped us build a unified brand image and increase our market penetration.

While continuing to expand our distribution network, we plan to cooperate with our
distributors to open flagship stores. We plan to lease premises at prime locations in major
cities in the PRC for operation thereof by our designated distributors after we renovate the
premises and turn them into flagship stores. This model should allow us to have better and
more direct control over the location and layout of these flagship stores. We anticipate
opening one such flagship store by the end of 2009 and more flagship stores in the next few
years. These flagship stores are expected to be significantly larger than the existing retail
outlets operated by our distributors. We believe that these new flagship stores can help to
further promote our brand image by showcasing our complete line of collections and to
facilitate sales by our distributors and their sub-distributors in adjacent cities or regions.
Up to the Latest Practicable Date, no agreement had been signed between our Group and
our distributors for the opening of any flagship store. We expect to charge our designated
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distributors for rent in respect of these premises only, and there will not be any profit
sharing arrangement with these designated distributors in respect of the income to be
derived from the flagship stores.

We hold sales fairs three times a year to showcase our autumn, winter, and spring/
summer collections to our existing and potential distributors. We also invite sub-
distributors and retail store managers, who place orders through their respective
distributors, to attend the sales fairs. Most of our orders are derived from the sales fairs.
During such sales fairs, we seek and obtain feedback on local fashion trends and market
demand that allows us to fine-tune our product design and merchandising strategy. We
believe that the sales and orders resulting from sales fairs allow us to estimate in advance
the quantity of products required for the coming season. This allows us to efficiently utilise
our production facilities and OEM contractors, respond quickly to market demand and
manage our inventory more efficiently.

We have built our brand through our national advertising campaigns. Our television
advertisements feature the well-known actor Mr. Chen Dao Ming (F#%& #]), who we believe
epitomises our “simple yet sophisticated” lifestyle philosophy. In our efforts to promote our
brand and appeal to a broader audience, we also appointed Mr. Daniel Wu (32 Z#) as our
brand spokesperson in August 2009 in addition to Mr. Chen Dao Ming (F%& ). We also
advertise in fashion magazines and catalogues. Throughout our advertising campaigns, we
use our slogan “simple yet sophisticated” (fij £ A fifj #) to reinforce our brand image and
the lifestyle our brand seeks to convey.

Recently, we began to participate in international fashion shows. In particular, we
participated in the “Milan Menswear Show” (Milano Moda Uomo) and “Japan Fashion
Week in Tokyo”, both of which are major international fashion shows, in 2007 and 2008,
respectively. We have adopted carefully-tailored marketing and promotional strategies with
a view to maximising our exposure to our key target audience. We believe that our
participation in recognised fashion shows should help to enhance the prestige of our brand,
thereby enhancing our brand image. In 2007, our trademark “F|ES LILANG” was
recognised as a “China Well-Known Trademark” for clothing. In 2008, our F/EF brand was
awarded “The Most Influential Fashion Brand of Garment”. In 2009, our #|Ef brand was
awarded the Planning Award of “2007-2008 China Apparel Brands Annual Awards”
(120072008 7 B I 26 it JLAFE K82 | SRFIKSE) and our “FIES LILANZ” brand was
awarded the “2009 Top 10 Most Influential and Famous Apparel Brands in Asia” (2009
CEVINIE 358252 PIRwN. BT )

We manufacture a portion of our apparel at our own production facilities in Jinjiang,
Fujian and outsource the rest to OEM contractors. We also outsource the production of our
accessory products. We believe this combination of in-house and outsourced production
enables us to meet demand on a timely and cost-effective basis. Quality is one of our top
priorities, and our quality control team monitors each stage of our production process. We
also work closely with our OEM contractors to ensure that all of our apparel and
accessories meet our quality standards.
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COMPETITIVE STRENGTHS
We attribute our success to the following key competitive strengths:
A leading PRC casual menswear brand

According to a market study report we commissioned from Frost & Sullivan, our
LILANZ brand (which was known as LILANG prior to September 2008) ranked first
in terms of retail sales for the years ended 31 December 2007 and 2008 within the
mainstream brands PRC market, which comprised second and lower tier cities and
accounted for approximately 29.0% and 31.3% of the menswear market by retail sales
in the PRC in 2007 and 2008, respectively. See the section headed “Industry Overview
— The PRC Menswear Market” in this prospectus for a further discussion. According
to Frost & Sullivan, we were the first menswear company among our competitors to
offer a men’s business casual collection and make it our product focus. In 2007, our
trademark “F|Rf LILANG” was recognised by the Trademark Review and
Adjudication Board in the PRC as a “China Well-Known Trademark” for clothing.
In 2007 and 2008, Forbes China magazine recognised Lilang China as one of “China’s
Best Small & Medium-sized Enterprises”. In 2008, our F|EB brand was awarded “The
Most Influential Fashion Brand of Garment”. In 2009, our #JEF brand was awarded
the Planning Award of “2007-2008 China Apparel Brands Annual Awards” ([2007—
2008 H [ i 28 b RRLAE BE R 8% | IR EI K %) and our “FIRF LILANZ” brand was awarded
the “2009 Top 10 Most Influential and Famous Apparel Brands in Asia” (200958 Y ik
35858 2 FIRWN EAT )

We believe that we offer our customers a range of clothing collections that portray
a “simple yet sophisticated” lifestyle. We have cultivated a brand image through a
combination of what we believe are innovative designs and national advertising
campaigns, as well as through the rapid expansion of a national sales network that
carries our uniform brand image. By maintaining and improving our brand image, we
believe that we are well positioned to tap the growing PRC business casual menswear
market.

Extensive and well-managed nationwide distribution network

We have an extensive distribution network throughout the PRC. As at 30 June
2009, we sold substantially all of our products on a wholesale basis to distributors who
subsequently sell our products to end customers through more than 2,400 retail outlets
operated by themselves or their sub-distributors throughout the PRC. We believe that
the following factors have contributed to our rapid growth:

e Expanding our distribution network by increasing the number of distributors
and sub-distributors in the PRC and penetrating second and lower tier cities;

e Managing our retail network in a uniform manner through collaboration
with our distributors; and
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e Improving our product design and merchandising strategy by refining our
existing product lines and introducing new products to enhance the overall
product mix and sales.

We have developed and closely manage stable relationships with our 53
distributors. Of these distributors, 26 of them (which includes their predecessors)
have had business relationships with us for more than four years, with the longest
period of relationship being 12 years. We require our distributors and sub-distributors
to operate their retail stores according to our retail standards so as to enable us to
maintain a consistent brand image. We also work closely with our distributors and
their sub-distributors on site selection, store renovation, cash and inventory
management, retail operations and staff training to ensure that the retail points are
well managed. We believe that our extensive and well-managed distribution network
has assisted us in building a unified brand image that has allowed us to increase our
market penetration.

Proactive and nationwide sales and marketing strategies

Active marketing and promotion of our brand has been pivotal in strengthening
our LILANZ brand name and image in the PRC. Our marketing strategy focuses on an
overall brand image that portrays a “simple yet sophisticated” lifestyle, rather than
individual products.

We rely on our distributors, their sub-distributors and their store managers for
the sales of our products. Each year, we organise three sales fairs at our headquarters
in Jinjiang, Fujian, for our distributors, their sub-distributors and their stores
managers so that they can place orders and learn the key themes and selling points of
our new collections. We also use these opportunities to gather feedback on local
fashion trends and market demand to enhance our product design and inventory
management.

In addition to our seasonal sales fairs, we engage in national advertising and
promotion campaigns through a variety of media channels. Since 2002, the well-known
PRC actor, Mr. Chen Dao Ming (Ff#EH]), has been our brand spokesperson. Our
current contract with Mr. Chen Dao Ming (P #E ) will expire on 31 December 2010.
In our efforts to promote our brand and appeal to a broader audience, we also
appointed Mr. Daniel Wu (% 2Z41) as our brand spokesperson in August 2009 in
addition to Mr. Chen Dao Ming (Bf#EHH).

In 2004, we received several advertising awards from the Fujian Advertising
Association (fa& A E 51 @) and Fujian Consumers’ Association (fREBHEE LB
). We believe that our award-winning television advertisements, which are in short-
film format, convey a sense of uniqueness for our brand and create a consistently high-
profile brand image. We also employ print media channels, including magazines and
billboards, to further promote the awareness of our LILANZ brand.
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Furthermore, we participated in domestic fashion shows in 2005, 2006 and 2007.
Recently, we began to participate in international fashion shows, including the “Milan
Menswear Show” (Milano Moda Uomo) in 2007, where we were the first and only
Chinese brand to participate, and “Japan Fashion Week in Tokyo” in 2008.
Participating in fashion shows allows us to showcase our products on highly visible
platforms both in the PRC and internationally. We anticipate that we will continue to
implement various marketing and promotional strategies to maintain and enhance our
brand.

Strong design and product development capability

Our “simple yet sophisticated” brand philosophy is reflected in our product lines
and is manifested in what we believe to be innovative designs. We differentiate
ourselves through our simple yet sophisticated menswear with quality tailoring. We
design all of our products in-house under the leadership of our chief designer, Mr. Ji
Wen Bo, one of the leading fashion designers in the PRC with over 20 years of industry
experience.

As at the Latest Practicable Date, our design and product development team
comprised 114 members, five of whom have received design awards. Our design and
product development team identifies new fashion trends by visiting major fashion
centres, fashion shows and exhibitions as well as by drawing inspiration from
magazines and other media. We introduce new design elements into our menswear
product lines in each new season. With our highly-skilled team of designers operating
under the leadership of Mr. Ji Wen Bo, we have extensive experience in creating what
we believe are innovative designs to reach our targeted customer base.

In February 2009, we established a new product development center in Shanghai
for product design and market research and analysis to bolster our product design and
development capabilities.

Our design and product development team also works closely with our suppliers
and our distributors on product development and design. We collaborate with our
suppliers to develop varying uses of materials and fabrics in our products. In addition,
we involve our distributors in our product selection process to take advantage of their
market intelligence, which helps ensure that we adapt to the constantly changing
consumer trends in our local markets. We believe our strong capabilities in developing
new product lines enable us to capitalise on the growing menswear market, particularly
casual menswear, in the PRC.

Experienced management team with a proven track record

Our management team is led by our founders, the Wang Brothers, each of whom
has over 20 years of experience in the menswear industry. The other members of our
management team also have extensive experience in the menswear industry, and many
of them have been part of our management team for over eight years. This core
management team has led us through our rapid growth and the establishment of
LILANZ as a leading menswear brand. To further enhance our management skills, we
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provide in-house training to our management team and in 2006, we sent nine of our
Directors and senior management, together with other employees and over 120 of our
distributors and their sub-distributors, to participate in one-week management
training courses at Tsinghua University in Beijing, PRC. We believe that the
knowledge, skillset and strategic vision of our management team have enabled us to
establish ourselves as an integrated fashion enterprise.

BUSINESS STRATEGIES

To maintain our position as one of the leading menswear brands in the PRC, we intend
to capitalise on our brand recognition, enhance our competitiveness and achieve sustainable
sales growth. Specifically, we plan to pursue the following strategies to achieve our

objectives:

Expand and diversify our product offerings

We believe our “simple yet sophisticated” design philosophy and our brand’s
market position have provided us with a broad range of product opportunities. We
plan to continue to capitalise on our brand value to further enhance our overall sales
and profit growth through the following initiatives:

Continue to refine and expand our existing product lines — We intend to
further refine our existing product lines by offering more styles within our
existing product categories and to introduce additional apparel products as
well as to expand accessories offerings that are complementary to our current
product offerings. We intend to continue to outsource the production of all
of our accessory products and a portion of our apparel to OEM contractors.

Develop new product collections — As we continue to expand our product
lines, we plan to develop a sub-brand of our Group targeting customers aged
20 to 30. We believe the development of this new sub-brand should allow us
to further showcase our LILANZ brand to our customers and should help to
further promote sales growth.

Increase product pricing and adjust discounts to distributors — As we further
strengthen our brand and market positions, we intend to increase the average
price for our products in order to help enhance our profitability. In addition,
we will at our discretion gradually adjust the discounts offered to certain of
our distributors so as to help enhance our overall profit margins.
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Further strengthen and expand our distribution network and increase our retail coverage

We intend to continue to strengthen and expand our distribution network in order
to further increase our retail presence by opening additional retail outlets, build brand
awareness and showcase our expanding product portfolio. We intend to increase our
retail coverage by:

e Strengthening our relationship with our existing distributors through greater
interaction, such as providing on-going training and conducting site visits,
and identifying new distributors to broaden our presence in existing and new
markets;

e Elevating certain existing sub-distributors to distributor status and
encouraging them to enroll more sub-distributors, which should, in turn,
assist us in further penetrating our target markets rapidly; and

e Leasing certain premises at prime locations in major cities in the PRC for
operation by our distributors as flagship stores. We believe that flagship
stores in major cities can help to further promote our brand awareness and
stimulate sales in adjacent cities and regions.

Further promote our LILANZ brand and enhance our marketing and promotional
strategies

We believe that the strong association of our LILANZ brand with our “simple yet
sophisticated” design philosophy has helped drive our brand positioning and
consumers’ receptivity to our products. We intend to further build our brand and
deliver a consistent brand image from product design to sales and marketing. We seek
to promote and enhance our presence as a brand leader in the PRC menswear market
by continuing to adopt proactive marketing strategies and to produce high quality,
well-designed menswear for our target markets. In particular, we aim to increase our
brand presence through:

e  Multi-channel advertising strategies through national television, fashion
magazines, billboards and other media channels;

e Distinctive store and product launch campaigns, including special events for
new product launches and large-scale grand opening events for new stores,
particularly new flagship stores;

e  Participation in both domestic and international fashion shows; and
e Sponsorships of television personalities and prominent executives.

We believe that these marketing and promotion strategies should help to further
strengthen our brand awareness in our targeted consumer markets and enhance
consumer loyalty to our LILANZ brand.
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Improve our operational and production management capabilities

We recognise that our continued business growth provides an opportunity for us
to enhance the efficiency and effectiveness of our operations. In order to improve our
cost structure, shorten our production cycle and swiftly adapt our production to
rapidly changing fashion trends, we intend to enhance our vertically integrated
operations through closer collaboration and cooperation with our raw materials
suppliers and OEM contractors. We also intend to continue to outsource production to
supplement our in-house capabilities.

In addition, we intend to upgrade our information systems to enable direct
connections between our production and supply chain management systems to enable
us to plan merchandising and logistics more efficiently. We expect this should benefit
supply chain management and the management of the sales network. We also intend to
continue to increase our production and warehousing capacity at our production
facilities to support our sales growth.

Further strengthen our design and product development capabilities

We intend to further strengthen our design and product development platform,
accelerate commercialization of design concepts, continue to develop what we believe
are innovative menswear and accessories and expand our product offerings. Over the
next three years, we plan to further invest in design and product development and
expand our design and product development team. We plan to establish a new design
and product development studio in Xiamen, Fujian Province and further expand a
newly established product development centre is Shanghai, to attract and cultivate
young designers from major fashion design programmes and to further strengthen our
product design capabilities. Furthermore, we intend to develop collaborative
programmes with major design institutes to nurture new talent. We believe that our
focus on designing innovative and quality menswear should allow us to maintain our
competitiveness and help to enhance our sales and overall profitability.

BRANDING AND PRODUCT PORTFOLIO
Branding

Our Chinese brandname F|HEF and our English brandname LILANG were created by
the Wang Brothers, and, from the establishment of our Group until September 2008, we
sold our products exclusively under our Chinese brandname #F|EE and our English
brandname LILANG. Our brand went through a series of transformations in September
2008 when we introduced the first product collection designed by Ji Wen Bo under the
English brandname LILANZ which is used either in conjunction with our Chinese
brandname F|HS or on its own, updated our store theme and design, and improved our
marketing strategies. To reflect our recent transformation, differentiate ourselves from
other domestic brands and to reflect our international styling, we have updated our English
brand name and logo to LILANZ. Our Directors believe that the LILANZ brand has
become a recognized brand name in the PRC.
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We believe that our widespread brand recognition has been one of the key factors in
our success. Our brand name embodies the meaning of “successful gentlemen” (F|EB), which
highlights the profile of our target customers: men who aspire to success. We believe that we
offer our customers a range of clothing collections that portray a “simple yet sophisticated”
lifestyle. In 2007, our “F|B8 LILANG” brand was recognised by the Trademark Review and
Adjudication Board in the PRC as a “China Well-Known Trademark” for clothing. In 2008,
our FJBEB brand has been awarded “The Most Influential Fashion Brand of Garment”. In
2009, our AR brand has been awarded the Planning Award of “2007-2008 China Apparel
Brands Annual Awards” (20072008 [ JIlk 2 o JAF FE R 48 | SR #IK4%E) and our “FIEB
LILANZ” brand has been awarded the “2009 Top 10 Most Influential and Famous Apparel
Brands in Asia” (200958 Y ik 2 e B 52 28 07+ KBl 42 ).

We have carefully cultivated our brand image through a combination of what we
believe are innovative designs, national advertising campaigns and rapid expansion of the
national sales network that carries a uniform brand image. According to Frost & Sullivan,
we were the first menswear company among our competitors to offer a men’s business
casual collection and make it our product focus. Our clothing design seeks to portray a
“simple yet sophisticated” lifestyle that aims at reaching successful professionals and
business executives in the PRC who demand high quality, fashionable menswear. We believe
that our LILANZ brand is well-positioned to capture this expanding consumer segment
with high disposable income.

Products

Our heritage is in the tailoring of business suits and men’s formal wear. We bring from
that heritage an attention to detail and focus on quality. We aim to offer trend-setting
designs with matching styles and colours to enable consumers to mix-and-match creatively
for all occasions. Design is discussed in greater detail below under the sub-section “Business
— Design and Product Development”.

We have control over the creation of our products from design and sourcing to
manufacturing and, in certain respects, selling. Our menswear products are designed for
business and casual purposes and primarily target customers between the ages of 28 and 45.
We offer products for each season in four broad collections: business formal, business
casual, fashion casual and sports. Through our collections, we seek to reflect the modern
gentlemen’s sense of style. We set out below the details of our four broad collections:

Business formal

Our business formal collection includes conventional business attire, such as
business suits, which is traditionally designed for business-oriented occasions and
formal events. Successful businessmen, especially senior executives, are our target
customers. Our main offerings for this collection include suits, shirts, sweaters, pants,
jackets and overcoats.
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Business casual

Our business casual collection includes apparel that is less formal yet still suitable
for professional engagements. Successful businessmen, including mid and senior
executives, are our target customers. Our main offerings for this collection include
shirts, polo-shirts, sweaters, pants, jackets and windbreakers.

Fashion casual

Our fashion casual collection primarily caters to leisure and entertainment
activities. Our target customers for this collection are generally younger businessmen
who seek fashionable styles for their leisure wear. Our main offerings include polo-
shirts, T-shirts, sweaters, pants, jackets and parkas.

Sports

Our sports collection includes clothing for indoor and outdoor sports such as golf,
tennis, sailing and snooker. Our target customers for this collection are men who enjoy
sports entertainment. Our main offerings include T-shirts, sweatshirts, pants, jackets
and parkas.

SALES
General

We sell substantially all of our products to our distributors who subsequently sell our
products to retail customers through retail outlets operated by themselves or their sub-
distributors. Under our wholesale business model, we have direct contractual relationships
with our distributors. Our distributorship agreements require that our distributors and their
sub-distributors to sell LILANZ products exclusively at their outlets. During the Track
Record Period, sales to our distributors accounted for substantially all of our turnover.

We enter into one-year distributorship agreements with each of our distributors which
are reviewed and renewed annually. See “Business — Sales — Management of distributors”.
Under the distributorship agreements, our distributors are required to maintain uniform
standards in respect of store displays, marketing activities and daily operations as set out in
our operations manual. If a distributor fails to comply with the distributorship agreements,
we have the right to terminate the agreements.

Under our distributorship agreements, distributors are permitted to sub-contract the
operation of retail outlets to sub-distributors, subject to our approval of the sub-
distributorship agreement and the respective business plan. We do not have direct
contractual relationships with these sub-distributors. However, our distributors are
required to ensure that their sub-distributors comply with the terms and conditions of
the distributorship agreements. During the Track Record Period, our distributors and their
sub-distributors have complied with our retail policies in all material respects, and we are
not aware of any non-compliance of a material nature.
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Along with this wholesale business model, we also operate a flagship store directly in
Jinjiang since February 2008.

The following diagram illustrates the relationship among our Group, our distributors
and their sub-distributors, retail outlets and ultimate customers as at 30 June 2009:

one directly
operated retail >
outlet
53 >
Our Group distributors Retail
(governed by 2,456 customers
distributorship 1,185 retail outlets
agreements sub-distributors (operated by
»  between our > (governed by distributors and >
Group and each sub-distributorship sub-distributors)
of the agreements between
distributors) distributors and
sub-distributors)

We manage our distributors only through distributorship agreements and we do not
have any other type of control over the distributors. We do not have contractual
relationships with sub-distributors and have no direct control over the retail outlets
operated by our distributors or their sub-distributors, but we exert a certain degree of
influence over them through the distributorship agreements or their respective sub-
distributorship agreements.

Under our wholesale business model, we employ a distribution model commonly used
by brand owners in the PRC. By selling directly to our distributors, we can recognise
revenue up front and delegate the responsibilities of distributing our products to our
distributors and their sub-distributors. This allows us to distribute our products to a wide
geographical region and penetrate markets by leveraging the local market knowledge of our
distributors and sub-distributors. This business model minimises inventory and sales risks
to our Group and allows us to focus on our core competitive strengths of brand
management and product development.

Distribution network

As at 31 December 2006, 2007, 2008 and 30 June 2009, we had 27, 28, 51 and 53
distributors, who in turn had 1,338, 1,245, 1,257 and 1,185 sub-distributors, respectively. As
at 30 June 2009, our 53 distributors operated or subcontracted the operation of 2,456 retail
outlets covering 31 provinces, autonomous regions and municipalities in the PRC. There
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were 1,696 stand-alone stores, of which 473 were directly operated by our distributors and
1,223 by their sub-distributors, and there were 760 concessions in department stores, of
which 363 were directly operated by our distributors and 397 by their sub-distributors.

In order to broaden our presence in our existing markets and to enhance management
and sales of the retail outlets in our distribution network, we have increased the number of
our distributors. The number of our distributors increased from 28 as at 31 December 2007
to 51 as at 31 December 2008 and to 53 as at 30 June 2009. The increase was primarily due
to the appointment of more than one distributor in a province, which enables us to better
manage our distribution network especially in the case where there is a large market within
a province. The number of sub-distributors increased from 1,245 as at 31 December 2007 to
1,257 as at 31 December 2008, and decreased to 1,185 as at 30 June 2009. The increase in
2008 was due to the appointment of new sub-distributors and the decrease in 2009 was
primarily due to the fact that certain sub-distributors were elevated to become distributors
and the number of sub-distributors have been consolidated as part of the distribution
network enhancement. Therefore, the decrease in the number of sub-distributors did not
have any negative impact on our business.

We aim to increase the number of retail outlets to approximately 2,600 by the end of
2009. The anticipated increase in the number of retail outlets is based on the individual
expansion plans we set out for each distributor after conducting our own market analysis
of, for example, area, population and consumer spending. These expansion plans serve as
guidelines for our distributors to assist them to meet the minimum purchase amount under
the relevant distributorship agreements. Distributors are expected to meet the expansion
target specified by such plans, and, as confirmed by our Directors, many of the distributors
met their targets for the year 2008. We believe that our distribution network has enabled us
to (i) expand our business and accelerate sales growth at much lower costs and operational
risk and (ii) achieve brand recognition throughout the PRC.
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The following table sets forth the number of distributors and retail outlets operated by

our distributors and their sub-distributors by province.

Beijing. . . .. ..
Tianjin ......
Hebei . ......
Shanxi.......
Inner Mongolia
Heilongjiang . .
Jilin . ... ...
Liaoning . .. ..
Jiangsu . .. ...
Shanghai . . . ..
Zhejiang . . . ..
Anhui . . ... ..
Fujian.......
Shandong . ...
Jiangxi. . .. ...
Henan.......

Guangdong . . .
Guangxi . ....
Hainan . ... ..
Chongqing. . . .
Sichuan . ... ..
Guizhou . .. ..

Qinghai . . . ...
Ningxia . ... ..

31 December 2006

31 December 2007

31 December 2008

30 June 2009

No. of Retail

No. of Retail No. of

No. of Retail

No. of Retail

3)
3)

3)

_ 3

Outlets'" Distributors® Outlets'" Distributors® Outlets'" Distributors® Outlets'" Distributors®
43 1 54 1 69 1® 54 1
7 — 12 — 12 —® 7 —
48 1 64 1 73 1 74 1
56 1 65 1 65 1 56 1
34 1 25 1 27 1 29 1
115 1 112 1 112 2 121 2
76 1 70 1 86 1 82 1
140 1 119 1 130 1 117 1
92 1 112 1 128 1 106 2
2 — 3 — 24 1 32 1
114 1 111 1 131 3 123 3
107 2 132 2 153 7 161 7
93 1 110 2 125 3 125 4
130 1 134 1 143 2 132 2
80 1 83 1 96 1 92 1
139 1 167 1 168 6 177 6
98 1 112 1 118 1 116 1
61 1 80 1 72 2 79 2
56 1 43 1 76 3 74 3
57 1 60 1 74 1 69 1
17 — 17 — 23 1 26 1
76 1 83 1 103 1 115 2
114 1 131 1 146 1 140 1
45 1 39 1 57 2 58 2
67 1 79 1 91 1 95 1
5 1 7 1 8 1 11 1
59 1 77 1 89 2 94 2
30 1 29 1 26 1® 25 1
3 — 3 — 3 & 3
11 — 12 — 12 1“ 13
27 1 41 1 51 1 50 1
2,002 27 2,186 28 2,491 51 2,456 53

(1) The number of retail outlets refer to retail outlets operated by our distributors and their sub-
distributors.

(2)  The number of distributors are set out in accordance with their locations.
(3)  Our distributor for Beijing covers Tianjin and our distributor for Gansu covers Gansu, Qinghai and

certain areas in Ningxia.
(4) A distributor for Ningxia covers a certain area in Ningxia other than the ones covered by our

distributor for Gansu.

There is no overlapping of distributors within our distribution network since each
distributor is only permitted to sell LILANZ products within a defined geographical area.
Furthermore, given the growing market for menswear in the PRC, there is the potential for
a significant expansion of business within our distribution areas. As such, we do not believe

that there is an over-concentration of retail outlets within our distribution network.
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The following table shows the number of retail outlets operated by our distributors or
their sub-distributors by provinces as at 1 January 2006, 31 December 2006, 2007 and 2008

and 30 June 2009.

The number of retail outlets* as at

1 January 2006 31 December 2006 31 December 2007 31 December 2008 30 June 2009
Operated Operated Operated Operated Operated Operated Operated Operated Operated Operated
by by Sub- by by Sub- by by Sub- by by Sub- by Sub-
Distributors  distributors  Distributors  distributor  Distributors  distributor  Distributors  distributor ~ Distributors  distributor
Region
Northern PRC . 12 100 30 158 55 165 55 191 61 159
North Eastern
PRCY . . .. 14 227 28 303 48 253 81 247 75 245
Eastern PRCY) . 31 440 62 556 113 572 253 547 284 487
Central and
Southern
PRCY . ... 28 297 45 383 116 363 210 31 219 322
South Western
PRCY .. .. 26 161 58 249 88 251 119 286 133 286
North Western
PRC® .. ... 11 70 26 104 4 120 57 124 64 121
Total .. ...... 122 1,295 249 1,753 462 1,724 775 1,716 836 1,620
Notes
*

(1) Northern PRC includes Beijing, Hebei, Shanxi, Tianjin and Inner Mongolia.

(2) North Eastern PRC includes Heilongjiang, Jilin, Liaoning.

(3) Eastern PRC includes Jiangsu, Zhejiang, Shanghai, Anhui, Fujian, Shandong and Jiangxi.

Includes the number of stand-alone stores and concessions in the department stores.

(4) Central and Southern PRC includes Henan, Hubei, Hunan, Guangdong, Guangxi and Hainan.

(5) South Western PRC includes Chongqing, Sichuan, Guizhou, Yunnan and Tibet.

(6) North Western PRC includes Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang.

The following table shows our turnover and the corresponding percentage of our

turnover by region during the Track Record Period.

Years ended 31 December

Six months ended 30 June

2006 2007 2008 2008 2009

(RMB % of (RMB % of (RMB % of (RMB % of (RMB % of

million) turnover million) turnover million) turnover million) turnover million) turnover
Region
Northern PRCV. . . . 26.5 6.3 81.1 9.1 80.5 7.1 36.1 7.5 40.6 6.8
North Eastern PRC™. 30.7 7.3 95.5 108 1142 10.0 46.9 9.7 539 9.0
Eastern PRCY . . . .. 204.2 489 3570 403 417.6 36.8  184.0 380  217.0 36.2
Central and Southern

PRCY .. ... ... 87.8 210 169.7 192 2549 24 1021 201 1449 24.1

South Western PRC® 46.7 112 123.9 140 1812 16.0 78.0 16.1 92.2 15.3
North Western PRC® 223 5.3 58.7 6.6 87.3 7.7 36.8 7.6 51.6 8.6
Total ........... 418.2 100.0 8859 100.0 11,1357 1000 483.9 1000 600.2 100.0
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Notes:

(1)  Northern PRC includes Beijing, Hebei, Shanxi, Tianjin and Inner Mongolia.

(2) North Eastern PRC includes Heilongjiang, Jilin, Liaoning.

(3) Eastern PRC includes Jiangsu, Zhejiang, Shanghai, Anhui, Fujian, Shandong and Jiangxi.

(4) Central and Southern PRC includes Henan, Hubei, Hunan, Guangdong, Guangxi and Hainan.
(5)  South Western PRC includes Chongqing, Sichuan, Guizhou, Yunnan and Tibet.

(6) North Western PRC includes Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang.

One of our expansion strategies is to cooperate with our distributors to open flagship
stores in the next few years in major cities in the PRC. We plan to lease premises at prime
locations in major cities in the PRC for operation thereof by our designated distributors
after we renovate the premises and turn them into flagship stores. This model should allow
us to have better and more direct control over the location and layout of these flagship
stores. We anticipate opening one such flagship store by the end of 2009 and more flagship
stores in the next few years. These flagship stores are expected to be larger than the existing
retail outlets operated by our distributors. We believe that new flagship stores can help to
further promote our brand image by showcasing our complete line of products and facilitate
sales by our distributors and their sub-distributors in adjacent cities and regions. Up to the
Latest Practicable Date, no agreement had been signed between our Group and our
distributors for the opening of any flagship store. We expect to charge our designated
distributors for rent in respect of these premises only, and there will not be any profit
sharing arrangement with these designated distributors in respect of the income to be
derived from the flagship stores.

To further enhance our brand expansion, we intend to develop a sub-brand of our
Group targeting customers aged 20 to 30 who are seeking stylish casual wear. Mr. Daniel
Wu (5% Z1H) may be a spokesperson for this sub-brand. We plan to set up a dedicated
stand-alone design and product development team for this sub-brand, which will
collaborate with designers from overseas. We expect to sell products under the new sub-
brand through stand-alone stores that are separate from the LILANZ brand. We believe
that these specialised retail outlets will allow us to expand our target market to younger
customers, enhance our brand presence and recognition in the market and expand our
product line.

Management of distributors

Our distributors are principally responsible for selecting and ordering products and
overseeing the operation of retail outlets. These distributors order our products at each of
our three annual sales fairs and sell them through retail outlets operated by them or sub-
distributors.
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When selecting distributors, we take into account a number of factors, including
geographical location, retail and management experience, financial resources and capacity
for developing the retail network. Of our 53 distributors as of 30 June 2009, 26 of them
(which includes their predecessors) have had business relationships with us for more than
four years.

Our distributorship agreements are generally for one-year terms. We review the
performance of our distributors annually and decide whether to renew the distributorship
agreements. Our distributorship agreements contain the following provisions, among
others:

e  Product exclusivity — Distributors are required, and are required to procure their
sub-distributors, to sell only LILANZ products at their retail outlets.

e  Geographic exclusivity — Distributors are only permitted to sell LILANZ
products within a defined geographical area.

o  Minimum purchase amount — The distributorship agreements specify the
minimum purchase amount that the distributors are expected to purchase
during the year. Our distributors are required to place 70% of the minimum
purchase amount at the sales fairs, with the remaining 30% as subsequent top-up
orders.

e  Minimum suggested retail price — Distributors are required to follow the uniform
suggested retail price that we adopt from time to time for each product.
Distributors may, with our approval, adopt a higher suggested retail price
depending on market conditions within the regions in which the distributors
operate.

e  Undertakings — Distributors undertake to comply with our pricing and discount
policies, adhere to our uniform store display standards and refrain from selling
competing brands and counterfeit products. We have the right to terminate the
appointment of our distributors who fail to provide satisfactory customer service
to retail customers.

e  Payment, credit terms and delivery — The distributorship agreements provide that
our products will only be delivered to the distributor when payment is received by
us. In practice, however, we may extend credit to our distributors. Please refer to
“Credit policy” in this section for further details. Our distributors bear the costs
of delivery.

e  Sales reports and market information — Distributors must provide us with sales
reports and market information, including trends and feedback from retail
customers, on a regular basis or upon request by us. Distributors are also required
to notify us immediately when they discover counterfeit products in the market.
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e  Return of goods — Distributors must conduct quality checks upon receipt of our
products and may return defective goods to us if a notice of complaint regarding
the defects is given within 15 days of receipt. Return of goods is allowed in such
circumstances only under the distributorship agreement. Distributors are deemed
to have considered the goods as satisfactory in the absence of such complaint.

e  Sub-distributorships — Distributors are permitted to sub-contract the operation of
retail outlets to sub-distributors, subject to our approval of the sub-
distributorship agreement and business plan. Distributors are required to
procure their sub-distributors to comply with the terms and conditions of the
distributorship agreements.

e  Right of termination — If the distributors fail to comply with the distributorship
agreements, we have the right to terminate the agreements.

Effective monitoring of our distributors and their retail outlets is critical to our
success. We have a dedicated team to monitor our distributors’ and their sub-distributors’
performance. We require the distributors to submit sales reports on a weekly basis. All of
our distributors have conformed to our policies and submitted the sales reports to us on a
regular basis. This reporting system enables us to access up-to-date information on the sales
performance of our distributors and their sub-distributors, which reflects the overall level of
retail sales of our products. We oversee the accuracy of such weekly sales reports by
reference to subsequent orders placed by our distributors. We believe that the amount of
orders placed by our distributors corresponds to the actual status of our distributors and/or
their sub-distributors in terms of sales and inventory. After making reasonable enquiry and
reviewing the sales level of our distributors and/or sub-distributors, the Directors confirm
that they are not aware of any circumstances where distributors and/or sub-distributors
purchased products from us and/or distributors without intending to sell the products to
their customers during the Track Record Period. The Directors are also not aware of any
unreasonable or unusual build up of inventory levels at our distributors and, save for the
relocation of inventory among retail outlets operated by the same distributors or sub-
distributors, the Directors are not aware of any relocation of inventory among retail outlets
of different operators. Based on the above, the Directors consider that our sales and
delivery of our products to our distributors are in line with the seasonality of the sales of
our products in the market.

We invite our distributors, as well as their sub-distributors and retail store managers,
to attend our sales fairs, which take place three times a year. During the sales fairs, we are
given the opportunity to meet and communicate with our distributors and their sub-
distributors. Apart from participating in the three sales fairs each year, our distributors
visit our Group on a regular basis and keep in contact with us via telephone and video
conference, which allows us to have access to updated market information.
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Each of the distributors is subject to an annual review of its operating results, ability to
maintain our brand image, retail expansion capacity, and compliance with our operation
standards. In particular, we perform annual reviews of the operating results of our
distributors by consolidating and analysing data from the weekly sales reports submitted by
each of our distributors.

Each year, we negotiate with our distributors the minimum purchase requirement
before renewing the distributorship agreements. We do not provide any rebate,
commissions or incentives to our distributors or their sub-distributors in the event that
they have achieved the minimum purchase amount as stipulated in their respective
agreements. However, if a distributor fails to meet the minimum purchase requirement, we
have the right to increase the wholesale price offered to such distributor. During each of the
sales fairs, we discuss with our distributors their progress and work closely with them to
ensure that the minimum purchase requirement will be satisfied.

We provide training for our distributors and their sub-distributors in the areas of
customer service and product knowledge. During the Track Record Period, we organised
more than 20 in-house training programmes on retail strategies and management for key
distributors and sub-distributors. In 2006, we spent RMB1.0 million to sponsor over 120 of
our distributors and their sub-distributors to join our Directors, senior management and
some other employees in management training courses at Tsinghua University in Beijing.
We established our retail management training centre at our headquarters in Jinjiang,
Fujian in 2008, where we provide in-house training to new store managers and retail staff
on the sales and marketing strategies as well as the LILANZ business philosophy. We
believe that these investments help to improve the operations of the sales network and
provide the added benefit of motivating our distributors and their sub-distributors.

During the Track Record Period, one distributorship agreement was terminated in
2006 as a result of a litigation against us involving our alleged breach of a distributorship
agreement. Under the distributorship agreement in question, Lilang Fujian had authorised
a former distributor (“Former Distributor”), who had no previous business relationship
with us, to distribute our products in Xiangtan City, Hunan Province. However, due to
unsatisfactory sales performance of the Former Distributor, Lilang Fujian, believing that
they had terminated the distributorship agreement, entered into another distributorship
agreement with another distributor, under which such distributor was authorised to
distribute our products in Xiangtan City, Hunan Province. According to the court findings,
Lilang Fujian was held to have breached the terms of the Distributorship agreement and
was ordered to, among other things, pay compensation to the Former Distributor. As a
result of this claim, Lilang Fujian paid a one-time compensation payment of RMBO0.6
million to the Former Distributor. During the Track Record Period, no revenue was
generated from the terminated distributorship agreement.
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Management of retail outlets

All retail outlets exclusively sell LILANZ products. To provide uniform, quality
services across the retail network, we set out in our operations manual uniform standards
for, among other things, store displays, marketing activities and daily operations for our
distributors and their sub-distributors, and we require our distributors and their sub-
distributors to obtain our approval for the final location of each retail outlet.

To further implement our retail policies, we conduct unscheduled on-site inspections at
randomly selected individual retail outlets. During the Track Record Period, our sales and
marketing department conducted more than 100 on-site inspection tours, lasting from one
to 72 days, during which we visited up to eight retail outlets each day. We also require our
distributors to conduct regular site visits to their sub-distributors’ retail outlets to check
whether our operation standards are being followed. Through these inspections and visits,
we seek to ensure that the terms and conditions of the distributorship agreements are being
complied with. We identify and inform distributors of any non-conforming individual retail
outlets and direct them to rectify the problems within a certain period of time. To the best
knowledge of our Directors, all of the retail outlets have complied with our retail policies in
all material respects. In addition, the sub-distributors and/or their store managers visit our
Group on a regular basis during which they provide first-hand local sales information to us.
We believe LILANZ retail outlets are efficiently operated and provide a pleasant experience
to our retail customers.

Customer service

Building consumer loyalty is important to our success. With our encouragement, all
our distributors and some of their sub-distributors offer VIP programmes under which a
member enjoys a discount from the retail price and may also take advantage of promotional
services such as rewards points and holiday discount offers. Each member of the VIP
programmes is entitled to discounts in the region controlled by the relevant distributors
only. These VIP programmes are managed independently by distributors and sub-
distributors, who are responsible for monitoring the programmes. No incentive has been
given to distributors or sub-distributors who offer VIP programmes to customers. To the
best knowledge of our Directors, we are not aware of any non-compliance with the
requirements and rules of these VIP programmes during the Track Record Period.

We provide alteration services to distributors and their sub-distributors free of charge.
We will alter ancillary components and parts upon request by distributors and their sub-
distributors. However, we did not provide such services during the Track Record Period as
we did not receive any requests for alteration services during that period. We understand
many of our distributors and their sub-distributors provide other after-sale services to retail
customers, including ironing, home delivery of purchased or altered goods and shortening
of trousers.

In respect of our return of goods policy, our distributors are asked 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 15 days. Distributors are deemed to have
considered the goods as satisfactory in the absence of such complaint. Where some defects
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are not obvious, we may, on a case-by-case basis, allow return of goods from distributors
even though the notice of complaint is served outside the 15 days period. Our Directors
confirmed that for the years ended 31 December 2006, 2007, 2008 and the six months ended
30 June 2009, the value of products returned to us accounted for RMBNil, RMBO0.1 million,
RMBO0.7 million and RMBNIl, respectively. The products returned during 2007 and 2008
were returned due to erroneous shipment to distributors.

We also stipulate that if a product is found to be unsatisfactory after purchase, retail
customers may return the product to the store where the item was purchased or, provided
that the product is still in good and saleable condition, exchange the item for alternative
goods. We are not responsible for returned goods from individual retail customers via
distributors or sub-distributors, but customers may provide feedback to us via our website
and customer hotline.

Production orders and pricing strategy

We hold previews for our new products with our distributors in advance of the sales
fairs, at which distributors can preview and evaluate our new products, and we exchange
ideas with our distributors about current and future trends of the menswear market in the
PRC. We hold sales fairs three times a year to showcase styles for autumn, winter and
spring/summer to our existing and potential distributors. Our sales fairs generally take
place in March to May for the autumn collection, May to July for the winter collection and
August to November for the spring/summer collection. We also invite sub-distributors and
retail store managers, who place orders through their respective distributors, to attend the
sales fairs. Most of our orders are derived from the sales fairs. During such sales fairs, we
seek and obtain feedback on local fashion trends and market demands which allow us to
further enhance our product design and merchandising strategy. Our distributors are
required under the distributorship agreements to place 70% of orders at our sales fairs, with
the remaining 30% as subsequent top-up orders. We believe that the sales resulting from
sales fairs allow us to efficiently utilise our production facilities and OEM contractors,
respond quickly to market demand and manage our inventory more efficiently.

Although the distributorship agreements do not prohibit the distributors from
cancelling orders, as advised by our PRC legal adviser, any purchase order placed by
them is legally binding between the distributors and us and we are entitled to sue the
distributors under PRC laws for order cancellations. Our distributors did not cancel any
orders that they placed with us during the Track Record Period.

During the Track Record Period, the average unit selling price for our apparel was
RMBI120, RMB120, RMB142 and RMBI128, respectively, and the average unit selling price
for accessories (including footwear) was RMBI15, RMB47, RMB84 and RMBS6,
respectively.

Starting from March 2008, we began to classify our distributors into four categories,
namely tier I, II, I1I, and IV, according to the size of the cities they operate in, and the mix
of directly managed stores and sub-distributors managed stores under their management.
Different tiers of distributors will enjoy different wholesale pricing discounts, with tier I
distributors enjoying the highest discounts and tier IV distributors the lowest. In the normal
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course of business, the prices that any tier of distributors shall pay for their purchases are
determined by reference to the discount rate applicable to their tier and the uniform retail
price fixed by us that the end consumer should pay for the product. We review the grading
of distributors once a year. Prior to the adoption of this distributor grading system, we
granted to all distributors a uniform discount rate for all purchases made.

Distributors are required, and are required to procure their sub-distributors, to adopt
a uniform suggested retail price for each product across the PRC market with the exception
of certain major cities where a higher retail price may be adopted. In 2008, the suggested
retail prices of our products ranged from RMBI108 to RMB12,899 for our apparel products
and RMB2.5 to RMB2,099 for accessory products (including footwear). In determining the
prices of our products, we usually take into account the prevailing market conditions, cost
of design, cost of raw materials and production and prices set by competitors for similar
items. Distributors and sub-distributors are required to follow our promotion policies
adopted from time to time but have discretion, with our prior approval, to determine their
own discounted prices to promote products or clear slow-moving or out-of-season items.

Credit policy

Our distributorship agreements provide for delivery of products only when payment is
received by us. However, we may grant to our distributors credit periods of 60 days to 180
days depending on the circumstances, such as their credit history, payment pattern and on-
going relationship with us. During the Track Record Period, we extended credit terms to all
our distributors. Most purchases made by distributors are settled within 90 days from the
invoice dates. We closely monitor our trade receivables by reporting results of our monthly
analysis to the chief financial officer and the board of directors of our subsidiaries in the
PRC. Based on these results, we adjust the relevant credit terms. We periodically review the
payment status of our trade receivables and take appropriable measures to collect overdue
accounts. We do not have direct contractual relationships with the sub-distributors. 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 relationship with
us. For the years ended 31 December 2006, 2007, 2008 and the six months ended 30 June
2009, we did not make any provisions for bad and doubtful debts. The policy of making
provision for bad and doubtful debts has been consistently applied during the Track Record
Period.

Mayjor and related customers

As at 30 June 2009, our customers are our 53 distributors and some end-customers
from our directly-operated retail outlet in Jinjiang. Of these distributors, 26 of them (which
includes their predecessors) have had an established business relationship with us for more
than four years, with the longest period of relationship being 12 years. We believe that our
ability to maintain distributors’ loyalty is important to our success. For the years ended 31
December 2006, 2007, 2008 and the six months ended 30 June 2009, sales attributable to our
top ten customers were RMB320.9 million, RMB569.1 million, RMB602.7 million and
RMB303.8 million, respectively. During the same period, sales to our top five customers
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accounted for 55.3%, 42.6%, 34.6% and 34.0%, respectively, of our turnover. Sales to our
largest customer accounted for 21.1%, 13.2%, 12.7% and 12.7%, respectively, of our
turnover for the same period. The number of retail outlets operated by these top five
customers and their respective sub-distributors represents 44.0%, 44.7%, 31.5% and 30.8%
of the total number of retail outlets operated by all our distributors and their respective
sub-distributors as at 31 December 2006, 2007, 2008 and 30 June 2009.

All of our existing customers are Independent Third Parties and we do not have
ownership or management control over our distributors and their sub-distributors. Save for
Mr. Hu Cheng Chu and Mr. Pan Rong Bin, two of our Directors, neither our Directors nor
any Shareholder or their respective associates who or which to the knowledge of our
Directors hold more than 5% of the issued Shares had any interests in any of our customers
throughout the Track Record Period. During the period (the “Relevant Period”) from the
respective dates of establishment of the seven companies (the “Related Companies™) in
which Mr. Hu Cheng Chu and Mr. Pan Rong Bin had equity interests up to the respective
dates on which Mr. Hu Cheng Chu and Mr. Pan Rong Bin disposed of their equity interests
in the Related Companies to Mr. Zhang Xingfa (an Independent Third Party) and one of
our former distributors, Mr. Lin Jintai (being the former deputy supervisor of the CEO
office of our Group who had previously worked with our Group for more than ten years)
and Mr. Xu Peide (being a staff member of our finance department who had previously
worked with our Group for about five years) (the “Relevant Period”), we sold our products
to the Related Companies. For the years ended 31 December 2006 and 2007, 21.1% and
30.1% of our turnover was derived from the Related Companies, respectively, and 21.1%
and 12.9% of our turnover was derived from these Related Companies, respectively, during
the period when Mr. Hu Cheng Chu and Mr. Pan Rong Bin were still beneficial owners of
these Related Companies. Our sales to the Related Companies during the year ended 31
December 2007 after Mr. Hu and Mr. Pan disposed their interests in the Related Companies
to Mr. Zhang Xingfa, Mr. Lin Jintai and/or Mr. Xu Peide, as the case may be, and the year
ended 31 December 2008 and the six months ended 30 June 2009 amounted to RMB152.7
million, RMB234.7 million and RMB125.4 million, respectively, representing 17.2%, 20.7%
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and 20.9% of our total turnover for the years ended 31 December 2007 and 31 December
2008 and the six months ended 30 June 2009, respectively. Certain background information
of these Related Companies are set forth below:

Number of outlets Our amount of sales to
operated by the Related the Related Company
Shareholding Company and its sub- (% to our turnover)
structure of distributors (% to all our during the year
Province in which the the Related distributors’ [sub- ended 31 December
Related Company operates/ Shareholding structure of Companies distributors’ outlets) during the Relevant
estimated number of staff the Related Companies following as at 31 December Period
Name of the Related Company as at 31 December 2008 during the Relevant Period their disposal 2006 2007 2006 2007
RMB’000/ RMB’000/
(%) (%)
AIEEET A REAEA R (Hefei  Anhui Province/ 60% by Mr. Hu Cheng Chu 60% by Mr. 87/ 108/ 14,628/ 37,163/
Xiaosheng Trading Co., 34 staff and 40% by Mr. Pan Rong Bin Zhang Xingfa and (4.3%) (4.9%) (3.5%) (4.2%)
Limited) from August 2006 until they 40% by Mr. Xu
(“Hefei Xiaosheng”) transferred their equity interests Peide
in Hefei Xiaosheng to Mr.
Zhang Xingfa and Mr. Xu
Peide in September 2007 at an
aggregate cash consideration of
RMBI,000,000, which had been
agreed among the parties and
determined by reference to the
aggregate registered capital
contributed by Mr. Hu and Mr.
Pan to Hefei Xiaosheng and its
estimated value after
distribution of all of its then
retained profit to the former
shareholders.

MBELZ S ARAF (Hangzhou  Zhejiang Province/ 60% by Mr. Hu Cheng Chu  60% by Mr. Lin 114/ 111/ 17,905/ 4,626/
Xiaoxing Trading Co., Limited) 20 staff and 40% by Mr. Pan Rong Bin Jintai and 40% by (5.7%) (5.1%) (4.3%) (0.5%)
(“Hangzhou Xiaoxing”) from September 2006 until they Mr. Xu Peide

transferred their equity interests
in Hangzhou Xiaosheng to Mr.
Lin Jintai and Mr. Xu Peide in
February 2007 at an aggregate
cash consideration of
RMBS500,000, which had been
agreed among the parties and
determined by reference to the
aggregate registered capital
contributed by Mr. Hu and Mr.
Pan to Hangzhou Xiaosheng
and its estimated value after
distribution of all of its then
retained profit to the former
shareholders.

FUDBE R MRt 52 5 A A ) Hunan Province/ 45% by Mr. Hu Cheng Chu 55% by Mr. Xu 61/ 80/ 19,043/ 15,755/
(Changsha Xiaoxing Apparel 27 staff and 55% by Mr. Pan Rong Bin Peide and 45% by (3.0%) (3.7%) (4.6%) (1.8%)
Trading Co., Limited) from July 2006 until they Mr. Lin Jintai
(“Changsha Xiaoxing”) transferred their equity interests

in Changsha Xiaosheng to Mr.
Xu Peide and Mr. Lin Jintai in
August 2007 at an aggregate
cash consideration of
RMBI,100,000, which had been
agreed among the parties and
determined by reference to the
aggregate registered capital
contributed by Mr. Hu and Mr.
Pan to Changsha Xiaosheng
and its estimated value after
distribution of all of its then
retained profit to the former
shareholders.
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Name of the Related Company

Province in which the
Related Company operates/
estimated number of staff
as at 31 December 2008

Shareholding structure of
the Related Companies
during the Relevant Period

Number of outlets
operated by the Related
Company and its sub-
distributors (% to all our
distributors’ [sub-

Shareholding
structure of
the Related

Our amount of sales to
the Related Company
(% to our turnover)

during the year
ended 31 December

HM LA E A R AT
(Zhengzhou Kaili Trading Co.,
Limited) (“Zhengzhou Kaili”)

EBBEMEARAA (Guiyang

Henan Province/
24 staff

Guizhou Province/

Xiaoxing Trading Co., Limited) 35 staff

(“Guiyang Xiaoxing”)

RENBUHEHRIEAT
(Changchun Enbi Trading Co.,
Limited) (“Changchun Enbi”)

Jilin Province/
30 staff

60% by Mr. Hu Cheng Chu
and 40% by Mr. Pan Rong Bin
from August 2006 until they
transferred their equity interests
in Zhengzhou Kaili to Mr. Lin
Jintai and Mr. Xu Peide in
August 2007 at an aggregate
cash consideration of
RMB500,000, which had been
agreed among the parties and
determined by reference to the
aggregate registered capital
contributed by Mr. Hu and Mr.
Pan to Zhengzhou Kaili and its
estimated value after
distribution of all of its then
retained profit to the former
shareholders.

40% by Mr. Hu Cheng Chu
and 60% by Mr. Pan Rong Bin
from August 2006 until they
transferred their equity interests
in Guiyang Xiaoxing to Mr.
Lin Jintai and Mr. Xu Peide in
December 2006

at an aggregate cash
consideration of RMB500,000,
which had been agreed among
the parties and determined by
reference to the aggregate
registered capital contributed
by Mr. Hu and Mr. Pan to
Guiyang Xiaoxing and its
estimated value after
distribution of all of its then
retained profit to the former
shareholders.

52% by Mr. Hu Cheng Chu
and 48% by Mr. Pan Rong Bin
from June 2006 until they
transferred their equity interests
in Changchun Enbi to Mr. Lin
Jintai and Mr. Xu Peide in June
2007 at an aggregate cash
consideration of RMB500,000,
which had been agreed among
the parties and determined by
reference to the aggregate
registered capital contributed
by Mr. Hu and Mr. Pan to
Changchun Enbi and its
estimated value after
distribution of all of its then
retained profit to the former
shareholders.
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Companies distributors’ outlets) during the Relevant
following as at 31 December Period
their disposal 2006 2007 2006 2007
RMB’000/ RMB’000/
(%) (%)
65.72% by Mr. 139/ 167/ 16,345/ 27,165/
Lin Jintai and (6.9%) (7.6%) (3.9%) (3.1%)
34.28% by Mr.
Xu Peide
60% by Mr. Lin 45/ 39/ 7,017/ —/
Jintai and 40% by (2.2%) (1.8%) (1.7%) 0.0%)
Mr. Xu Peide
52% by Mr. Lin 76/ 70/ 7,182/ 10,017/
Jintai and (3.8%) (3.2%) (1.7%) (1.1%)
48% by Mr. Xu
Peide



BUSINESS

Number of outlets
operated by the Related

Our amount of sales to
the Related Company

Shareholding
structure of
the Related
Companies
following
their disposal

Company and its sub-
distributors (% to all our
distributors’ [sub-
distributors’ outlets)
as at 31 December
2006 2007

(% to our turnover)
during the year
ended 31 December
during the Relevant
Period
2006 2007
RMB’000/ RMB’000/
(%) (%)
6,039/ 19,432/
(1.4%) (2.2%)

Province in which the
Related Company operates/
estimated number of staff
as at 31 December 2008

Shareholding structure of
the Related Companies
during the Relevant Period

Name of the Related Company

AR A RTELT (Xian
Minxing Trading Co., Limited)
(“Xian Minxing”)

59/
(2.9%)

7]
(3.5%)

Shaanxi Province/
30 staff

60% by Mr. Hu Cheng Chu
and 40% by Mr. Pan Rong Bin
from September 2006 until they
transferred their equity interests
in Xian Minxing to Mr. Zhang
Xingfa and Mr. Xu Peide in
September 2007 at an aggregate
cash consideration of
RMB500,000, which had been
agreed among the parties and
determined by reference to the
aggregate registered capital
contributed by Mr. Hu and Mr.
Pan to Xian Minxing and its
estimated value after
distribution of all of its then
retained profit to the former
shareholders.

60% by Mr.
Zhang Xingfa and
40% by Mr. Xu
Peide

T14.158]
(12.9%)

88,159
(21.1%)

Total:

Mr. Hu and Mr. Pan believed that the sales made by the distributors operating in the
above provinces had the potential to grow rapidly. As such, in order to enhance our sales
performance in the provinces in which the Related Companies operated, Mr. Pan and Mr.
Hu established the Related Companies in 2006 and took over the distributorships of our
Group’s products from seven former distributors in these provinces, who were Independent
Third Parties. These Related Companies had been established by Mr. Pan and Mr. Hu with
their own resources and neither our Group nor any of the Directors (other than Mr. Pan
and Mr. Hu) and their respective associates had provided any funding or other support for
the establishment of these Related Companies. Leveraging Mr. Pan’s extensive experience
in retail and sales in the menswear industry in the PRC, the number of retail outlets in, and
the sales attributable to, these provinces have increased since the takeover of the
distributorships in these provinces by these Related Companies.

In or around the end of 2006, we started planning for the Listing and proposed to
promote Mr. Hu and Mr. Pan to executive directorships for their contributions to the
business operations and development of our Group. In order to avoid any potential conflict
of interests and to ensure that future transactions with our customers (including the Related
Companies) would continue to be entered into on arm’s length basis without being
influenced by Mr. Hu or Mr. Pan, Mr. Hu and Mr. Pan were requested to dispose of their
interests in the Related Companies. As there was no liquid market for the sale of brand
distributors and there were limited potential buyers specifically familiar with the brand
control and distributorship of our products, they disposed of their respective interests in the
Related Companies to Mr. Zhang Xingfa, Mr. Lin Jintai and Mr. Xu Peide, who had their
own financial resources to acquire these equity interests and, Mr. Lin Jintai and Mr. Xu
Peide, were familiar with our Group’s products and our operations. From our perspective,
the past relationship of Mr. Lin Jintai and Mr. Xu Peide with the Group helped us in
verifying the suitability and credit-worthiness of Mr. Lin Jintai and Mr. Xu Peide to
continue to act as our distributors and customers after they acquired the Related
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Companies. None of our Group, our Directors or any of their respective associates had
provided any funding or support to these purchasers for their acquisitions of these equity
interests.

The Related Companies have their own offices and warehouses for their operations
and none of them uses any operational facilities of our Group. Having taken over the
management team and staff of the Related Companies and with the support of the supply
chain management and inventory control system previously established by Mr. Hu and Mr.
Pan, and with the credit terms generally offered by us to our customers, so far as the
Directors are aware of, the operational capital and the additional managerial and
operational support required by these Related Companies after the disposal by Mr. Pan
and Mr. Hu of their respective interests in the Related Companies is not significant and the
Related Companies are able to operate independently and finance their operation and
purchases out of purchase price received from their sub-distributors, retail shops and their
internal generated cashflow. Save for the support we provide to our distributors pursuant to
the distributorship agreements, neither our Group nor any of the Directors have provided
any funding or other support for management or operation of these Related Companies
after the disposals thereof by Mr. Pan and Mr. Hu. Save for Mr. Hu and Mr. Pan who had
managed the Related Companies during the Relevant Period, none of our Directors and, so
far as the Directors are aware of, none of the senior management, and/or their associates
have participated in the management and operation of the Related Companies during the
Track Record Period and up to the Latest Practicable Date. Our sales to the Related
Companies have been and will be made on arm’s length basis and on normal commercial
terms.

MARKETING AND PROMOTION

Active marketing and promotion of our brand has been pivotal in strengthening the
LILANZ brand name and image in the PRC. Our award-winning advertising focuses on an
overall brand image that portrays a “simple yet sophisticated” lifestyle. We aim to generate
interest and recognition not only among retail customers, but also among distributors,
salespersons and the media. We select our promotional strategies with an eye towards
efficiently reaching our target audience.

Advertising

Our national advertising focuses on building the LILANZ brand. We primarily
promote our brand image and generate consumer attention through national television
advertising, a promotional channel which we believe is critical to reaching our target
audience. Our award-winning television advertisements, which are in short film format,
showcase our latest menswear collection at unconventional locations. We believe these
advertisements allow us to convey the uniqueness of our brand and create a consistently
high-profile brand image. Since 2002, we have engaged the well-known PRC actor Mr. Chen
Dao Ming (Ff#E ) to be our brand spokesperson. We believe that Mr. Chen Dao Ming (P
#H ) epitomises the “simple yet sophisticated” lifestyle philosophy that LILANZ

- 119 -



BUSINESS

represents. In our efforts to promote our brand and appeal to a broader audience, we also
appointed Mr. Daniel Wu (% Z#H) as our brand spokesperson in August 2009 in addition
to Mr. Chen Dao Ming (FE#E ).

To maintain a consistently high-profile market presence, we also promote our
LILANZ brand through advertisements in fashion magazines, on billboards and in
newspapers. We believe that these methods help to reinforce our television advertising,
extend our coverage in the press media and further create the sense of a LILANZ lifestyle
among our target consumers.

As part of our marketing strategy, we sponsored a number of marketing events,
including one of the largest international men’s top model competitions “Manhunt
International 2006” held in the PRC, during which our menswear were showcased. In 2008,
we sponsored an episode of the reality television series “Win in China”, whereby contestants
competed in a series of business tasks and we were one of the target clients in the show. We
also sponsored the broadcast of a forum “Business can change China — today’s retail
industry and its trend of development in China” during which advertisements were placed.
We believe that our sponsorship at these kinds of events enhances the visibility of the
LILANZ brand and further connects the LILANZ brand with our intended market
segment.

We also support our distributors’ efforts to advertise our products on a regional and
local basis on regional television, billboards and other media by providing ready-to-use and
free of charge promotional pamphlets and marketing materials to our distributors and
assisting them in developing regional marketing strategies. Most regional and local
marketing activities require our approval. Individual distributors, and not us, are
responsible for the costs associated with regional and local advertising. We believe that
regional and local advertising by distributors complements our national marketing
activities and contributes to strong sales growth.

Fashion shows

To promote our brand among fashion industry leaders, we have for a number of years
participated in domestic fashion shows. Recently, we began to participate in international
fashion shows. In 2007, following an application in which we were requested to show that
we have a well-established distribution network in the PRC and that our chief designer has
a positive reputation within the fashion industry, we became the first and the only Chinese
menswear brand to participate in the “Milan Menswear Show” (Milano Moda Uomo), one
of the major international fashion shows for menswear organised by The National Chamber
for Italian Fashion (Camera Nazionale della Moda Italiana) held semiannually in Italy.
During the show, we presented our autumn and winter menswear collections, highlighting
those designs that infuse distinctly Chinese elements into modern Western fashion. Our
designs received positive reviews from the media. In 2008, we participated in the “Japan
Fashion Week in Tokyo” during which we presented our spring/summer menswear
collection. We also participated in a fashion show in Taiwan and various press events in
France and Korea to promote our brand and products at international levels.
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We believe that the media and industry exposure we receive from fashion shows, in
particular, the international exposure from the Milan show, brings prestige to our brand
and creates cache for our brand among fashion critics in the PRC. This, we believe,
translates into broader and more positive media coverage in the PRC and thereby enhances
the LILANZ brand image.

Management of promotional activities

Our marketing team handles our national promotional activities — nationwide
advertising on television, placements in magazines and newspapers, the internet, and
product placement in catalogues. The team also oversees the regional promotional activities
of our distributors to ensure that they are in line with our uniform standards. During the
Track Record Period, our advertising and promotional expenses accounted for RMB30.5
million, RMB88.0 million, RMBI127.4 million and RMB43.8 million, respectively,
representing 7.3%, 9.9%, 11.2% and 7.3%, respectively, of our turnover.

DESIGN AND PRODUCT DEVELOPMENT

We believe that design is essential to our success. We define ourselves by creating
simple, sophisticated menswear with quality tailoring. Through emphasis on what we
believe are innovative designs, we aim to become a fashion trend-setter in the business
casual menswear market within the PRC. We believe that our products portray a “simple
yet sophisticated” lifestyle and are well-positioned to cater to consumers’ demands as
demonstrated by our rapid sales growth.

All of our products are designed by our in-house design and product development team
led by Mr. Ji Wen Bo. In 1997, Mr. Ji Wen Bo was named one of the PRC’s ten great
fashion designers by the China Fashion Association. He has also been recognised by the
organising committee of the China Fashion Week as the nation’s top menswear designer in
2001, 2002 and 2003, by Fashion China Magazine as “2004 Fashion Person of the Year”,
and by the China Fashion Association with its “Golden Award” in 2004.

Our design and product development team conceptualises each season’s collection
through an interactive process, taking into account our brand strategy, drawing
inspirations from domestic and international fashion trends and collaborating with both
our suppliers and distributors to fine-tune our designs. In particular, we collaborate with
our suppliers to develop a variety of materials and fabrics in our products. In addition, we
involve our distributors in our product selection process to take advantage of their market
intelligence, which helps us to adapt to the constantly changing consumer trends of our
local markets. Our designers also attend various domestic and international trade
exhibitions to keep themselves abreast of the latest fashion trends.
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As at the Latest Practicable Date, our design and product development team
comprised 114 members, five of whom have received design awards in the PRC. We
believe that our design and product development team is innovative and passionate and that
the individual experience of each of our designers helps us to bring new and exciting
products to our customers. On average, we bring approximately 380 products to market
each season.

In February 2009, we established a new product development centre in Shanghai for
product design and market research and analysis. As at 30 June 2009, a design and product
development team of four members with various exposure to the fashion industry was
stationed in this new centre in Shanghai. This Shanghai-based design and product
development team works closely with our Jinjiang-based design and product development
team under the supervision of Mr. Ji Wen Bo. The Directors believe that this centre should
help us to strengthen our product design capabilities, gauge market trends and compete
more effectively against our competitors.

To further strengthen our design and product development capabilities, we are
planning to establish a new design and product development studio in Xiamen, Fujian to
attract and cultivate young designers from major design institutes by providing on-the-job
experience. We intend to utilise part of the funding raised in the Global Offering to
establish our design and product development studio, which is expected to be completed by
the end of 2010.

PRODUCTION

We manufacture a portion of our apparel, including our suits, jackets, shirts and
trousers, in our production facilities located in Jinjiang, Longyan and Xiamen, Fujian,
which has a gross floor area of approximately 34,962 sq.m. As at the Latest Practicable
Date, more than 2,534 production staff worked on over 3,064 tailoring machines in 70
production lines in our production facilities. For the years ended 31 December 2006, 2007
and 2008, and the six months ended 30 June 2009, our aggregate production volume
amounted to approximately 1,887,300, 2,999,900, 4,077,628 and 1,056,870 pieces of apparel,
respectively. The average utilisation rate of our production facilities had reached
approximately 90.6%, 86.2%, 88.8% and 75.3%, respectively, for the same periods. Such
utilisation rate is calculated by taking our actual production volume for a particular period
divided by the maximum annual production capacity during that particular period. In the
event that there is increasing demand for our products, we can expand production capacity
by increasing the number of production lines at our current production facilities and
constructing new production lines in another parcel of land in Xiamen, Fujian upon the
obtaining of the certificates for the construction-in-progress as discussed in the section
headed “Business — Properties and facilities”. We believe that in-house production allows
us to have better control over our proprietary designs while also balancing efficiency and
flexibility in meeting orders and time schedules.

Upon completion of product planning, design and development processes, we produce
product samples to showcase at our seasonal sales fairs for our distributors. We obtain and
confirm orders from our distributors at the sales fairs and place orders thereafter with raw
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material suppliers or OEM contractors. For products manufactured at our own production
facilities and OEM products, end-products will be delivered to our distributors after final
quality control inspection. The distributors cannot cancel or reduce the orders placed
during the sales fairs.

The following diagram illustrates our production flow:

Materials End
Procurement i Juct
. reparation, . roduc
Research, Sales fai Obtain for raw p p. d Ironing . P tion &
. ales fair . sewing an inspection
design & ith —> orders [—* materials —> \:'lt }g] > — pk ML _y|  Sales to
wi stitchin ackagin ot
development L from € P £mns distributors
distributors L
of products distributors
Outsourcing (Purchase End product
from OEM contractors) inspection & packaging

approximately three to four months

Raw materials

The principal raw materials used in our products are cotton, wool, polyester and
blended fabrics. We currently obtain our raw materials from approximately 330 domestic
suppliers. Based on orders received at our seasonal sales fairs, we place orders with
suppliers for raw materials. For commonly used raw materials, we typically purchase
adequate quantities in anticipation of future needs. We normally make arrangements with
our suppliers to deliver the materials only when we so request.

Most of our top ten raw material suppliers have had an established business
relationship with us for more than two years. We enter into contracts with suppliers on
an annual basis, and each of the suppliers is subject to an annual evaluation of product
quality and timely delivery. For the years ended 31 December 2006, 2007 and 2008 and the
six months ended 30 June 2009, our top five raw material suppliers collectively accounted
for 23.7%, 14.8%, 16.8% and 23.4%, respectively, of our total purchase of raw materials.
Our largest raw material supplier accounted for 5.8%, 3.5%, 4.6% and 7.8%, respectively,
of our total purchase of raw materials for the same periods. All of the five largest raw
material suppliers are Independent Third Parties and none of the Directors, or their
respective associates, or any Shareholder (who or which to the knowledge of the Directors)
holding more than 5% of the issued Shares had any interests in any of these five largest raw
material suppliers throughout the Track Record Period.

We have not encountered any material disruption to our business as a result of a
shortage of raw materials, and we have not experienced and do not envisage that we will
experience any material difficulties in sourcing raw materials for our requirements. We
believe that our ability to maintain a stable relationship with suppliers is important to our
success.
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Outsourcing

We outsource to external OEM contractors the production of our accessories, products
that require special production capabilities, such as leather goods, and certain of our
apparel products, especially those that we believe require less special skills and involve less
proprietary designs, such as certain sweaters, trousers, T-shirts and some of the suits. All of
our OEM products are manufactured under the brand name of LILANZ. We believe that
our outsourcing arrangements optimise our production flow and allow us to leverage the
expertise and resources of OEM contractors. We also believe that outsourcing arrangements
are helpful in responding to tight schedules, especially during peak production seasons.

We engage over 200 OEM contractors and most of our top ten OEM contractors have
had established business relationships with us for more than one year. We assess each OEM
contractor annually on its product quality, production cost and timely product delivery. We
are not aware of any violation by our OEM contractors of material laws and regulations
applicable to them.

We enter into short-term agreements with OEM contractors periodically which set out
terms such as product details, agreed price, purchase quantity and delivery terms. The OEM
contractors can request advanced deposits of up to 30% of the purchase price on a case by
case basis. We then pay the remaining balance of the agreed price (less deposits paid where
applicable) to OEM contractors in accordance with the terms under the respective
agreements we enter into with OEM contractors. We may use multiple OEM contractors for
any given product and are not bound to place any minimum order with any contractor. We
have not encountered any material disruption to our business as a result of failure to obtain
OEM-supplied products. We have not experienced and do not envisage that we will
experience any material difficulties in obtaining the required OEM-supplied products.

For the years ended 31 December 2006, 2007 and 2008 and the six months ended 30
June 2009, purchases from our top five OEM contractors accounted for 46.2%, 22.7%,
20.7% and 25.4%, respectively, of our total purchase of OEM products. Purchase from our
largest OEM contractor accounted for 13.6%, 7.1%, 5.3% and 8.1%, respectively, of our
total purchase of OEM products for the same periods. The Directors confirmed that all of
the OEM contractors are Independent Third Parties and none of the Directors, or their
respective associates, or any Shareholder (who or which to the knowledge of the Directors)
holding more than 5% of the issued Shares had any interests in any of these five largest
OEM contractors throughout the Track Record Period.

In addition, starting in 2007, we subcontracted certain production processes of a small
portion of our products to other manufacturers, and we incurred a subcontracting expense
of RMB1.6 million, RMB13.6 million, RMB3.3 million and RMB5.8 million in 2007, 2008
and the six months ended 30 June 2008 and 2009. Unlike OEM purchases, we provide raw
materials to the sub-contactors for the production of these products. We believe that these
sub-contracting arrangements allow us to leverage the expertise and resources of these sub-
contactors and provide us with more flexibility in responding to tight schedules, while at the
same time enabling us to control the quality of the raw materials used as well as certain key
production processes of these products.
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Quality control

We place considerable emphasis on product quality and have an established quality
control system. We obtained the ISO 9001: 2000 certification for our design and production
processes for clothing with a term of three years commencing from March 2007. This
certification is evidence that our quality control management system meets international
standards. We also received “Certificate for Product Exemption from Quality Surveillance
Inspection” (Z fh/E & # ik ) certifications with a term of three years commencing from
December 2006.

As at the Latest Practicable Date, we have a team of 74 staff members in our quality
control department. Our quality control team monitors each stage of the production
process. Raw materials and ancillary component suppliers must pass our quality control as
well as certain national health, safety and environmental standards. We conduct testing on
raw materials and other components to detect defects at our own quality control centre.
Those that fail to meet our standards may be returned to the suppliers for replacement. Our
quality control team carries out tests on sample products for design defects and suitability
of materials. During production, we carry out inspections at important stages of our
production process to ensure that our standards are met, including a final inspection on
finished products to ensure that the goods comply with our specifications and are free from
major defects.

The team also carries out quality control on OEM products. We conduct on-site
inspections on our OEM contractors before we enter into a business relationship with them.
We provide technical training to OEM contractors to assist them with quality control of the
production process. We also inspect finished products produced by OEM contractors.

INVENTORY CONTROL

We recognise that controlling the level of inventory is important to overall
profitability. We generally plan purchases of raw materials and OEM products after each
of our three seasonal sales fairs, where we confirm sales orders with our distributors. Sales
orders from such sales fairs and top-up orders enable us to manage our inventory of raw
materials and finished products more efficiently. We also have a stocktake sale annually to
clear unsold products where employees and their families and friends are invited to attend
and purchase our products at reduced prices. Our Directors confirmed that turnover
derived from the annual stocktake sale accounted for less than 1.4% of the total turnover
for the years ended 2006, 2007 and 2008 and the six months ended 30 June 2009. For the
above reasons, we have a low inventory level of unused raw materials and unsold or
obsolete finished products at the end of the year.

We have implemented a computerised inventory control system to keep track of
inventory levels. It is our policy to review the obsolescence of inventories once every year
based on the expected future saleability and the age of the inventories. We also carry out
physical stock counts from time to time to identify obsolete or damaged goods. For
obsolete, unused or damaged goods or raw materials, specific provision will be made on an
item of inventory if the carrying amount is lower than the net realisable value, and such
policy has been consistently applied by us throughout the Track Record Period. For the
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years ended 31 December 2006, 2007 and 2008 and the six months ended 30 June 2009,
provisions for obsolete or slow-moving raw materials were RMBO0.6 million, RMBO0.2
million, RMBO0.2 million and RMBO0.2 million, respectively, and provisions for finished
goods were RMBO0.8 million, RMB0.2 million, RMBO0.5 million and RMBO0.3 million,
respectively.

As at the Latest Practicable Date, we had two warehouses in the Wuli Industrial Park.
We have obtained the land use rights certificate and the relevant building ownership
certificates in respect of these warehouses situated on the land.

AWARDS AND RECOGNITION

We have received over 100 awards and recognitions. A selection of these awards and
recognitions received during the Track Record Period and up to the Latest Practicable Date
are set out below:

Year Award/Recognition

2009 The Planning Award of “2007-2008 China Apparel Brands Annual Awards”
( [2007-2008 H [ Iz 2 & R4 B2 K 8% | SR #IK4%) by the China National
Garment Association ("B %1 &) (for the FIHB brand)

2009 Top 10 Most Influential and Famous Apparel Brands in Asia (200958
i 2 e B2 28 )+ KB 44 & i) by Asia Fashion Association (A AR % 177 €r),
International Famous Brand Research Laboratory (I3 FS%144 & 0 5 B 5%
%), China Textile and Apparel Brand Industry Enterprises Federation (-
LAk e i A ¥R &5 ®), China Enterprises Development Researching
Association (B BZEFEMIEE) and China Apparel Top 10 Index
Research Centre (HF'EIIR#ETOP 1045 B0 5T H.0) (for the “FIEF LILANZ”
brand)

“National Brand” for the 60th national anniversary (B 604 [H %4
J] ) by the China Brand Research Institute (" Bl /i W0 55 Bi)

2008 The Most Influential Fashion Brand of Garment (&5 I i 52 25 7 IR 25 44 i)
by China Textile News (* [ #54k ¥ 4t)

China’s Best Small & Medium-sized Enterprises (2008 [E# J1{>3£) by
Forbes China (&7 # # SChR)

2007 Star Enterprise with Industrial Output Value over $500 Million in 2006 (2006
AR TR (B SIS 0 2 412 25) by the CPC Jinjiang Municipal Committee
and the People’s Government of Jinjiang Municipality (3L VLB H LT
N R

China’s Best Small & Medium-sized Enterprises (2007 E# J1{>3£) by
Forbes China (&4 # 4 SChR)

China Well-known Trademark for clothing by the Trademark Review and
Adjudication Board (for the “F|R8 LILANG” trademark)
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Year Award/Recognition
Enterprise with High Industrial and Commercial Credibility for Year 2004-
2006 (2004-2006%4F & L {5 F R4F4>%) by the CPC Jinjiang Municipal
Committee and the People’s Government of Jinjiang Municipality (4 H:57T

W ZRH LA REUF)

Fujian Enterprise with Good Compliance with Contracts and High
Credibility for Year 2005-2006 (2005-20064F¥ [HH&&~F & EEH A
# ] ) by Fujian Administration for Industry and Commerce (fi###& LH1T
B R)

Designated Supplier for the PRC Famous Supreme Product (4 #E 44 £5 45 &
fREMLE ¥ A7) by the Retails and Supplies Committee in China General
Chamber of Commerce (H1EI MR A EXEMEMHEIXZLZEE) and China

Business Development Centre (7 [B fj 258 B H.0)

2006 Fujian Business with Advanced Quality Management (2005 F48 @ &4 & &
FAEHER ) by Fujian Quality Supervision Bureau (48 & & H & B £ )5)

Top 300 Fujian Enterprise, Top 10 Leading Sectors in Fujian Industry, Top
300 Most Competitive Fujian Enterprises and Top 300 Fujian Privately-
owned Enterprises (fdf# L3005 « fafk L3 FEATER T - 8 L3
F 1130050 - 4R R A 2£30058) by the Fujian Enterprise Assessment Centre
and Fujian Enterprise Assessment Association (188 B EHO - mE
AT E

Fujian Famous Brand Product (4% &4 4 7 i #§9%) by the Fujian Provincial
People’s Government (&2 H A R EBURN)

Top 300 Domestic Market Share of Fujian Enterprises (## & 1> 2£ 8 A i 54k
£ %300751) by Fujian Enterprise Market Share Assessment Association and
Fujian Enterprise Information Centre ({8 & & MSEMN LA EE - mES
E1oE S PSS ENN)

Top 50 Domestic Market share of Fujian Textile Apparels, Shoes, Hats
Manufacturing Enterprises (fafE#akMk s ~ # ~ lHRGEECER AT IGILA
#5058 )by Fujian Enterprise Market Share Assessment Association and
Fujian Enterprise Information Centre ({8 & & MEM G AFEE - HES
E1oE SEPSLENN)

COMPETITION

We compete in the PRC with an increasing number of local and international players.
International brands traditionally dominate the high-end market, but local brands have
advantages in price and sales network and are increasingly competitive in mid- to high-end
markets. We believe that we compete on the basis of brand image, design, product mix,
quality, price, customer service and the breadth of our retail network. Our competitors
include those menswear brands which target second and lower tier cities, and our major
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competitors include, among others, Septwolves, Firs, Baoxiniao. We believe that the intense
competition in the PRC menswear industry will continue in the future. See “Risk factors —
Risks Relating to Our Industry — We face intense competition” and “Industry Overview”.

EMPLOYMENT

We place great emphasis on recruiting quality personnel. We recruit talent from
universities and technical schools and provide on-going training and development
opportunities to our staff members. Our training programmes cover topics such as sales
and production, customer service, quality control, sales fairs planning and pre-employment
training. We have also provided training on fire protection, workplace ethics and other
areas relevant to the industry. In 2006, we sent our Directors, senior management and some
other employees to participate in management training courses at Tsinghua University in
Beijing. We believe that staff training plays an important role in recruiting and retaining
talent and enhancing employee loyalty. Our employment benefits also include housing at
our production sites to employees who meet certain criteria.

During the Track Record Period, our PRC subsidiaries made contributions to social
security insurance funds (including pension insurance, unemployment insurance, medical
insurance, work-related injuries insurance and maternity insurance) and housing provident
funds.

Due to the relatively high mobility of our workers, especially the migrant workers of
Lilang Fujian and Lilang China, and given the different levels of development in social
benefits in different parts of the PRC, it is in practice difficult to develop a comprehensive
system to properly administer social security contributions for all of the employees of
Lilang Fujian and Lilang China. As a result, the percentage of the social security
contribution (which is calculated by comparing the amount of contributions made and our
actual total staff cost) of Lilang China and Lilang Fujian ranged from 0.67% to 10.82% of
the total wages. Although these percentages are lower than the rate of 29.2% (which
comprises contributions to (i) pension insurance at the rate of 18%:; (ii) medical insurance at
the rate of 7.5%; (iii) unemployment insurance at the rate of 2%; (iv) work-related injuries
insurance at the rate of 1%; and (v) maternity insurance at the rate of 0.7%) as required by
national laws and regulations, the authority confirmed on 15 July 2008 that Lilang Fujian
and Lilang China had made all requisite contributions to the social security insurance funds
in a timely manner, and that the existing number of employees involved, the contribution
basis and the percentage of contribution are in compliance with the local regulations. The
authority also confirmed on 17 July 2009 that Lilang Fujian and Lilang China had made all
requisite contributions to the social security funds in a timely manner and confirmed again
on 10 August 2009 that Lilang China and Liang Fujian had made all requisite contributions
to the social security funds in a timely manner up to 30 June 2009 and that Lilang China
and Lilang Fujian will not be required to pay any outstanding contributions regarding the
social security. As advised by our PRC legal adviser, Jinjiang Labour and Social Security
Bureau has the requisite power and authority to give the above confirmations.
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During the years ended 31 December 2006, 2007 and 2008 and the six months ended 30
June 2009, we paid social security contributions of RMBO0.3 million, RMB0.6 million,
RMBI1.8 million and RMB0.9 million, respectively. If the contributions had been paid
based on relevant national laws and regulations, we estimate that we would have had to pay
social security contributions of approximately RMB3.7 million, RMB13.5 million,
RMBI18.8 million and RMB7.1 million for the years ended 31 December 2006, 2007 and
2008 and the six months ended 30 June 2009, respectively. As advised by our PRC legal
adviser, since Lilang Fujian and Lilang China have not fully complied with the national
laws and regulations in respect of the payment of social security contributions for all their
employees, Lilang Fujian and Lilang China may be ordered by the relevant social insurance
bureaus to pay the outstanding contributions within a prescribed time limit, and a late
charge at the daily rate of 0.2% on the outstanding contributions may be imposed if such
payment is not made within the prescribed time limit. Each handling officer may also be
imposed of a fine up to RMB20,000. Nevertheless, our PRC legal adviser are of the opinion
that since the social security authority in Jinjiang has confirmed on 15 July 2008, 17 July
2009 and 10 August 2009, among others, that Lilang Fujian and Lilang China had made all
requisite contributions to the social security funds in a timely manner, there is minimal risk
that Lilang Fujian and Lilang China will be penalised or requested by the relevant
administration authority to make further contributions to the social security insurance
funds. We have contacted Jinjiang Labour and Social Security Bureau, being the
supervising authority of Lilang Fujian and Lilang China in relation to the social security
insurance contribution, in connection with the outstanding contribution, but we have not
been ordered by the relevant social insurance bureaus to pay any of the outstanding
contribution during the Track Record Period and up to the Latest Practicable Date.

Although Jinjiang Labour and Social Security Bureau has acknowledged the above
social security contribution rate, provisions of retirement benefits contributions of RMB2.2
million, RMBS8.2 million, RMB10.5 million and RMB3.8 million have been accrued in the
consolidated financial statements for the years ended 31 December 2006, 2007 and 2008 and
the six months ended 30 June 2009, which were based on 18% of salaries to employees who
joined our Group during the Track Record Period and remained in service with our Group
at 30 June 2009. We have not taken into account the social security contributions in respect
of employees who left our Group before 30 June 2009, as we concur with our PRC legal
adviser’s view that there is minimal risk that Lilang Fujian and Lilang China will be
penalised or requested by the relevant administration authority to make further
contributions to the social security insurance funds, in particular in respect of those
employees who already left our Group before 30 June 2009. Our Controlling Shareholders
have also agreed to indemnify our Group in respect of any claims, damages, losses, costs,
expenses, actions and proceedings arising out of or in connection with any non-compliance
or alleged non-compliance by our Group with any applicable PRC laws and regulations in
relation to our Group’s contributions to social security insurance funds in the PRC, details
of which are set out in “Appendix VI — Statutory and General Information — Other
Information — Estate duty, tax and other indemnities” to this prospectus. See also “Risk
Factors — Risks Relating to Our Business — We may be requested to make up any unpaid
contribution to the social security insurance during the Track Record Period”.
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We have adopted additional administrative efforts and procedures to ensure that social
security insurance contributions will be made in compliance with the relevant laws and
regulations in the future. In particular, we appointed a designated officer in June 2008, who
is responsible for the management of the social security insurance contributions by our
Group. The designated officer has the requisite knowledge of the legal and regulatory
requirements for complying with the social security insurance contributions, and has more
than three years of experience in the administration of related work. She is responsible for
consolidating the list of eligible employees for participation in the relevant social insurance
schemes, verifying the list with each department head and the head of the human resources
department of our Group and arranging for timely contributions to the relevant social
insurance funds. She is also responsible for providing briefings to our employees as to the
national and local legal requirements on social security insurance to assist them in
understanding the requirements and procedures involved.

Our Company has adopted the Pre-IPO Share Option Scheme and has granted options
to 76 of the senior management and employees of our Group under the Pre-IPO Share
Option Scheme. An aggregate of 9,611,100 Shares at 80% of the final Offer Price have been
granted by us under the Pre-IPO Share Option Scheme. The purpose of the Pre-IPO Share
Option Scheme and the grant of these options is to recognise and reward the contribution of
these senior management and employees of our Group to the growth and development of
our Group and the listing of the Shares on the Main Board of the Stock Exchange. Details
of the Pre-IPO Share Option Scheme and the options granted thereunder are set out in
“Appendix VI — Statutory and General Information — Other Information — Pre-IPO
Share Option Scheme” to this prospectus.

Our Company has also conditionally adopted the Share Option Scheme under which,
among others, certain directors and employees of our Group may be granted options to
subscribe for Shares (initially not exceeding 10% of the number of Shares in issue as at the
Listing Date). A summary of the principal terms of the Share Option Scheme which is set
out in “Appendix VI — Statutory and General Information — Other Information — Share
Option Scheme” to this prospectus.

We maintain satisfactory working relationships with our employees and have not
experienced any significant problems with our employees or disruption to our operation due
to labour disputes, staff retention problems or recruitment difficulties, nor have we
experienced any difficulties in the recruitment and retention of experienced staff. There is a
labour union representing the employees. We believe that we maintain satisfactory working
relationships with the labour union. There have never been any disputes.
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As at the Latest Practicable Date, we employed 3,251 full-time employees. The
following table shows a breakdown of our employees by department as at that date:

Total number of

employees
Management and administration . . ................. ...... 184
Finance and accounting. . . .. ... ... ... . . ... ..., 42
Sales and marketing . ... ..... ... ... ... .. 172
Design and product development . . . ... ................... 114
Quality control. . . ... ... ... 74
Production. . . . . .. .. . e 2,665
TOTAL . . . 3,251

The PRC Labour Contract Law was adopted by the Standing Committee of the
National People’s Congress of PRC on 29 June 2007 and became effective on 1 January
2008. Under the PRC Labour Contract Law: (i) an employer shall make monetary
compensation, which shall be based on the number of an employee’s working years with the
employer at the rate of one month’s wage for each year, to the employee upon termination
of the employment contract with certain exceptions (for example, in the circumstances
where the term of a fixed-term employment contract expires and the employee does not
agree to renew the contract even though the conditions offered by the employer are the
same as or better than those stipulated in the current contract); (ii) the wages of an
employee on probation may not be less than the lowest wage level for the same job with the
employer or less than 80% of the wage agreed upon in the employment contract, and may
not be less than the local minimum wage rate; (iii) if an employee has been working for the
employer for a consecutive period of not less than 10 years, or if a fixed-term employment
contract with an employee was entered into on two consecutive occasions, generally the
employer shall enter into an open-ended employment with such employee, unless the
employee requests a fixed-term employment contract; (iv) if an employer fails, in violation
of the related provisions, to enter into an open-ended employment contract with an
employee, it shall pay to the employee twice his wage each month, starting from the date on
which an open-ended employment contract should have been entered into; (v) if an
employer fails to enter into a written employment contract with an employee more than one
month but less than one year after the date on which it started using him, it shall each
month pay to the employee twice his wage; and (vi) if an employer hires an employee whose
employment contract with another employer has not yet been terminated or ended, causing
the other employer to suffer a loss, it shall be jointly and severally liable with the employee
for the compensation for such loss. Our labour costs may increase due to the
implementation of the new PRC Labour Contract Law.
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INTELLECTUAL PROPERTY RIGHTS

We have over 80 trademark registrations in the PRC, Hong Kong, Macau, Taiwan and
over 70 other countries. In addition, we use a number of trademarks, trade names, service
marks, copyrights and domain names in connection with our business, see “Appendix VI —
Statutory and General Information — Further information about the business of our
Company — Our intellectual property rights”.

We take the following steps to protect and prevent infringement of our intellectual
property rights:

e produce in-house products with proprietary designs to minimise counterfeit
products;

e obtain various intellectual property registrations; and

e  prohibit our distributors and sub-distributors from selling counterfeit products
and require them to report instances of counterfeit products in the market.

We have encountered instances of counterfeit products sold in certain locations in the
PRC market. None of these instances, however, was materially significant to the business
and operations of our Group. When such counterfeit products are encountered, our
distributors have reported the instances to the appropriate authorities for them to take
appropriate administrative actions against the infringing parties.

In February 2009, we commenced a trademark infringement claim against an
Independent Third Party for infringing our intellectual property rights by using a number
of trademarks similar to those owned by us. As a result of the court findings, the defendant
was ordered to, among other things, cease using the infringing marks and pay compensation
to us. Pursuant to a settlement agreement subsequently entered into between the parties, it
was agreed, among other things, that compensation of RMB45,000 in respect of this
trademark infringement claim and the claim under the Anti-Unfair Competition Law of the
PRC as discussed in the sub-section “Business — Legal proceedings” be paid to us.

Save as disclosed above, our Group has not been involved in any material intellectual
property rights infringement claims or litigation during the Track Record Period.

PROPERTY AND FACILITIES
Owned properties

We own a parcel of land located in the Wuli Industrial Park in Jinjiang City, Fujian
Province, with an aggregate site area of approximately 85,267 sq.m. and ten buildings
erected on such land with an aggregate gross floor area of approximately 81,597 sq.m. The
land was acquired in April 2008 after a series of negotiations with the local government of
Jinjiang to acquire the land.
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The total amount of the land costs for the Wuli Industrial Park were RMB26.4 million,
including a farmland occupational tax of RMB3.9 million. A deed tax of RMB0.8 million
was imposed by the relevant authority. We paid all the relevant costs by 11 April 2008 and
obtained the land use right certificate in respect of the land on 14 April 2008. We also
obtained the building ownership certificate in respect of the buildings erected thereon on 8
May 2009.

We commenced the construction of the buildings at Wuli Industrial Park in October
2006. However, due to the time required by the local government in converting the use of
the land and complying with the requisite procedures for removal, renovation and tender
for auction of the land, we were only able to complete the acquisition of the land in April
2008.

We started to commence production at the Wuli Industrial Park in early 2008. As
advised by our legal adviser as to PRC laws, we should have obtained the land use rights
certificates as well as the required construction permits, namely Planning Permit for Using
Construction Usage Land (3% F #i# #5775 ), Construction Planning Permit (&% L2
FHEFFAI#) and Permit to Commence Construction (E5E THEjfi TFF]#) before we
commenced the construction of these buildings, and should have used these buildings only
after completion of the inspection procedures in respect of the construction and acceptance
of the quality thereof by the competent governmental authority in the PRC. As advised by
our PRC legal adviser, under the prevailing PRC laws, the relevant land administrative
authority may impose a fine of up to RMB30 per sq.m. of the land for any illegal
occupation thereof, and may evict the illegal occupant and confiscate the buildings erected
thereon. The relevant planning authority may order us to stop construction on the site
within a prescribed time limit, and impose a fine of up to 10% of the construction cost in
respect of the failure to obtain the Construction Planning Permit before commencing
construction; the relevant construction administrative authority may order us to stop
construction within a prescribed time limit, and impose a fine of up to 2% of the fees
payable under the relevant construction contract in respect of the failure to obtain the
Permit to Commence Construction before commencing construction; and the relevant
construction administrative authority may order us to rectify the situation and impose a
fine of up to 4% of the fees payable under the relevant construction contract for occupying
the buildings before completion of inspection procedures.

As confirmed by the Planning, Construction and Building Bureau of Jinjiang in a
written confirmation letter, our buildings at the Wuli Industrial Park comply with the
construction and engineering planning, exploration, design, implementation, fire safety,
environmental protection and other requirements and standards. It has also endorsed and
permitted our construction and use of these buildings, and has waived any liability that we
may have in respect of such construction and usage. Our legal adviser as to PRC laws
consider that the Planning, Construction, and Building Bureau of Jinjiang is the competent
authority to issue the above confirmation, and on the above basis, the risk of our Group
being prohibited from using these buildings is minimal, and we will not be held liable for the
construction and usage thereof.
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Our Controlling Shareholders have agreed to indemnify our Group on a joint and
several basis in respect of any losses, damages, costs and expenses arising out of or in
connection with any such losses, damages, costs and expenses that we may incur or suffer as
a result of any non-compliance of the applicable PRC laws arising out of or in connection
with our occupation, construction and usage of our buildings at the Wuli Industrial Park.
Please refer to “Appendix VI — Statutory and General Information — Other Information
— Estate duty, tax and other indemnities” to this prospectus for further details.

We also own a parcel of land located at Qiaoying Avenue, Jimei District, Xiamen City,
Fujian Province with an aggregate site area of approximately 66,503 sq.m. We plan to use
this land for office, production and warehousing purposes in the future. We have obtained
the land use rights certificate for this property but we have not obtained the relevant
certificates for the construction-in-progress on this property.

In July 2008, we entered into commodity property sale and purchase contracts with
Henan Shenglong Real Estate Co., Ltd., an Independent Third Party, for acquisition of 12
units of a commercial building in Zhengzhou, the PRC, with an aggregate gross floor area
of approximately 1,067 sq.m., for an aggregate consideration of RMB28.91 million. Such
properties are expected to be used by our Group for lease to its distributors for use as a
flagship store. As advised by our Company’s PRC legal adviser, provided that the pre-sale
conditions of the commodity properties required by the PRC laws and regulations have
been met, the contracts are valid, binding and enforceable under the PRC laws in
accordance with their respective terms. We will only use the premises after we have obtained
the requisite title certificates under the applicable PRC laws, rules and regulations.

Leased properties

We entered into two lease agreements with Jinlang (Fujian) Investments Co., Ltd.
(“Jinlang Fujian”), a company wholly owned by the Wang Brothers, under which we lease
the premises of our headquarters at Lilang Industrial Park at Jinjing City, Fujian Province
from Jinlang Fujian. The premises are situated on two parcels of land, with an aggregate
site area of approximately 10,283 sq.m., located at Lilang Industrial Park, Nanhuan Road,
Qingyang District, Jinjiang City, Fujian Province and comprise (1) two buildings with an
aggregate gross floor area of approximately 17,095 sq.m. for use as our office, showroom
and staff dormitory; and (2) six floors of a building with an aggregate gross floor area of
approximately 10,972 sq.m. for use as the offices for our marketing department, production
department and our CEO office. The lease agreement for the land and the buildings referred
to in (1) above was for a term commencing from 1 March 2008 and ending on 31 December
2010, with quarterly rent payable by our Group to Jinlang Fujian of RMB329,750. The
lease agreement for the land and the leased floors referred to in (2) above was for a term
commencing from 1 March 2009 and ending 31 December 2010, with quarterly rent payable
by our Group to Jinlang Fujian of RMB213,945. These two lease agreements have been
duly registered with the Planning, Construction and Building Bureau of Jinjiang (& VLT ki
R HL 5 2 A L JS)). Further details of the lease agreements are set out in “Relationship
with our Controlling Shareholders — Continuing Connected Transactions”. The land and
buildings referred to in (1) above (collectively, the “Disposed Premises”) were previously
jointly owned by Lilang Fujian and Jinjiang Xiaosheng Apparel Enterprise Limited (“Xiao
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Sheng”), a company which is controlled by the Wang Brothers. As it is our plan to relocate
our training centre and sales and marketing department to our facilities in Xiamen in the
future and, after our relocation, we will only use the Disposed Premises (or a part thereof)
for office space, Xiao Sheng and Lilang Fujian jointly disposed of their respective interests
in the Disposed Premises to Jinlang Fujian at an aggregate cash consideration of RMB13.3
million which was payable as to RMBI11.6 million to Lilang Fujian and RMB1.7 million to
Xiao Sheng, and leased the Disposed Premises and the premises referred to in (2) above for
the above purposes pending completion of construction of our facilities in Xiamen and the
relocation of our training centre and sales and marketing department thereto. As our Group
has the right to terminate the leases at any time by giving one month prior written notice,
the sale-and-lease back arrangement allows us to either relocate our office to smaller
premises elsewhere, or to lease less space from Jinlang Fujian if we consider appropriate.

In accordance with a lease agreement entered into between Lilang China and Jinjiang
Deren Toy Co. Ltd., an Independent Third Party, on 1 March 2008, we also leased another
parcel of land with a site area of approximately 7,331 sq.m. located at Meiling District,
Jinjiang City, Fujian Province, together with five buildings erected thereon, with an
aggregate gross floor area of approximately 12,236 sq.m., for a term commencing from 1
March 2008 and ending on 28 February 2010. The premises are used for our production
purposes. As Jinjiang Deren Toy Co. Ltd. is the owner of the premises and had obtained the
valid title before the lease agreement was entered into, the use by us of the premises
pursuant to the lease agreement is legal under the PRC laws. However, as Jinjiang Deren
Toy Co. Ltd. had failed an annual inspection required by PRC laws, its business licence was
revoked by the competent authority before we entered into the lease agreement. Jingjiang
Deren Toy Co. Ltd. should be in the process of being liquidated under PRC laws. Under
such circumstances, our PRC legal adviser advised that the liquidation committee and the
relevant court in the PRC shall have the right to invalidate the lease agreement. If the lease
agreement is regarded as invalid or unenforceable by the liquidation committee or the
relevant court in the PRC, we will make alternative lease arrangements. On the other hand,
if the liquidation committee and the relevant court in the PRC do not invalidate the lease
agreement, the lease agreement will be binding on the successor of the relevant properties
for the term of the lease agreement. The lease agreement has not been registered with
relevant PRC authorities as the business licence of the lessor has been revoked, but its
implementation will not be influenced thereby. As our principal manufacturing function is
conducted by our production facilities in Wuli Industrial Park or otherwise subcontracted
to our OEM contractors, our Directors are of the view that the leased premises is not crucial
to our operation and our potential inability to use such premises if the lease were
determined to be invalid would not pose a material adverse impact on our business
operation or financial position. Our Directors estimate that, in the event that the lease
agreement is invalidated by the liquidation committee or the relevant court in the PRC, our
cost for re-location of our facilities would be minimal and would not exceed RMB100,000.
Our Controlling Shareholders have also agreed to indemnify our Group on a joint and
several basis in respect of any loss, damages, costs and expenses arising out of or in
connection with the invalidity of the lease agreement. Please refer to “Appendix VI —
Statutory and General Information — Other Information — Estate duty, tax and other
indemnities” to this prospectus for further details.
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We also lease from another Independent Third Party a floor of a building with an
aggregate gross floor area of approximately 1,170 sq.m. located at No. 387, Huanzhu Road,
Jimei District, Xiamen City, Fujian Province for a term commencing from 11 May 2009 and
ending on 31 May 2010. We plan to use the premises for our additional production
purposes. The relevant lease agreement has been duly registered with Xiamen Municipal
Real Estate Transaction and Title Registration Centre (J& [T 5 2 32 7 MEEE S50 HH D).

We entered into another lease agreement with an Independent Third Party under which
we lease a plot of land located at Phase IV, Changting County Economic Development
Zone, Longyan City, Fujian Province, together with a building erected thereon, with an
aggregate gross floor area of approximately 22,281 sq.m., for a term commencing from 1
April 2009 and ending on 31 March 2010. We plan to use the premises for our production
purposes. The relevant lease agreement has been duly registered with Real Estate
Administration Department of Changting County (=71 825 i & ).

We leased an office unit in Shanghai from an Independent Third Party, with a gross
floor area of approximately 229 sq.m. located at Room 2107, No. 218 Wusong Road,
Hongkou District, Shanghai City for a term commencing from 20 October 2008 and ending
on 19 October 2010. The premises is used as the office of our Shanghai-based design and
product development team. This office was mortgaged to a third party before we entered
into the lease agreement. If the right of sale under the mortgage is enforced during the lease
period and this office is transferred to a third party, this lease agreement will not be
enforceable against the transferee.

We have applied for registration of the lease agreement with the relevant local
Shanghai registration authorities, but such application was refused by the registration
authorities, on the ground that the leased premises comprised of leased areas of one and a
half rooms and it is the authorities’ practice not to register any such lease agreement
involving lease of part of a room. As advised by our PRC legal adviser, the absence of the
registration of the lease agreement will not affect the validity of the lease agreement. As
such, we do not intend to make the registration.

We also leased an office unit in Hong Kong with a floor area of approximately 2,237
sq.ft. that monitors the administration and financial affairs of our Group for a term of two
years beginning in April 2008.

Details of these properties are set out in “Appendix IV — Property Valuation” to this
prospectus.

ENVIRONMENTAL AND SAFETY MATTERS
Environmental

We are subject to PRC environmental laws and regulations, including the
Environmental Protection Law, the Law on the Prevention and Control of Water
Pollution, the Law on the Prevention and Control of Atmospheric Pollution, the Law on
the Prevention and Control of Pollution From Environmental Noise and the Law on the
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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.

According to these environmental laws and regulations, all business operations that
may cause environmental pollution and other public 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.

Companies are also required to carry out an environmental impact assessment before
commencing construction of production facilities to install pollution treatment facilities
which meet the relevant environmental standards and to treat pollutants before discharge.
During the Track Record Period, we believe we have fully complied with the relevant
environmental laws and regulations. We have carried out the relevant environmental impact
assessments before commencing construction of our production facilities and have obtained
all the required permits and environmental approvals for our production facilities.

Our expenditure during the Track Record Period in respect of applicable
environmental protection requirements were RMB13,000, RMB99,900, RMB15,900 and
RMB72,500, respectively. The Directors believe that the chances of encountering potential
future environmental risks are minimal and therefore do not plan to undertake any
additional measures to address the environmental risks.

All required permits and environmental approvals for our production facilities have
been obtained. We have passed the ISO14001 certification in respect of our environmental
management system in 2008, and with the assistance of the certifying organisation, we have
also established internal guidelines in respect of environmental protection and provided our
staff with education and training on environmental protection. Going forward, internal and
external inspections in respect of environmental protection will be periodically conducted
by the responsible departments and the certifying organisation, respectively.

It is further confirmed by our PRC legal adviser that, pursuant to the confirmation
provided by relevant environmental protection authority, during the Track Record Period,
we have fully complied with the national and local regulations in respect of environmental
protection, there had not been any material pollution incidents that constituted a violation
of any environmental regulations by us, and no administrative penalty had been imposed on
our Group.

Our distributors have not imposed any condition on environmental protection as part
of the pre-condition to place order for our products, but such conditions have been imposed
by our Group on our OEM contractors.
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Safety

During the Track Record Period, save for the non-compliance of our Group with the
applicable PRC laws and regulations in relation to our contributions to the social security
insurance funds as more particularly referred to in sub-section “Employment” above, we
complied with all applicable labour and safety laws and regulations in all material respects,
and strictly implemented internal safety guidelines and operating procedures. Since the
commencement of our business, none of our employees has been involved in any major
accident in the course of their employment and we have not been subject to disciplinary
actions with respect to the labour protection issues.

We will periodically conduct inspections on the safety of our production facilities. In
particular, the operation of our boilers, the quality of water supply and the hygiene
conditions are inspected daily by our employees who are qualified to be special equipment
operators. Further, the fire safety of our production facilities is checked at least once a
month by our internal fire fighting team which comprises 50 volunteer employees from
various departments as at 30 June 2009.

INSURANCE

Our insurance coverage includes statutory social insurance, property insurance and
automobile insurance. None of the members of our Group maintains general product
liability insurance for any of our products. Nevertheless, we believe that our practice is in
line with the general practice in the PRC as product liability insurance is not required under
PRC laws. Our Directors confirmed that we have not been subject to any material product
liability or personal injury claims against us, or that we have not experienced damages of a
material nature to administrative or production facilities, or to our properties during the
Track Record Period.

LEGAL PROCEEDINGS

In February 2009, we commenced litigation proceedings against an Independent Third
Party for violation of the Anti-Unfair Competition Law of the PRC and for engaging in
improper competition with us by using a trading name similar to ours. As a result of the
court findings, the defendant was ordered to, among other things, change its trading name
and pay compensation to us. Pursuant to a settlement agreement subsequently entered into
between the parties, it was agreed, among other things, that compensation of RMB45,000 in
respect of this claim and the trademark infringement claim as discussed in the sub-section
“Business — Intellectual property rights” of this prospectus be paid to us.

To the best knowledge of our Directors, no member of our Group is engaged in any
pending or threatened litigation, arbitration or claim of material importance, and no
litigation, arbitration or claim of material importance is known to our Directors to be
pending or threatened by or against our Group that would have a material adverse effect on
the results of operations or financial condition of our Group.
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LEGAL COMPLIANCE

During the Track Record Period, we granted certain cash advances and loans to
Jinjiang Xiaosheng, Jinjiang Menglang, Jinjiang Electricity Control Appliance Co., Ltd., or
Jinjiang Electricity Control (B VLE M AR A), Fujian Strait West Coast Investment
Co. Ltd., or Fujian Strait ({281 EAR/AA]) to finance their own capital
requirements. See “Financial Information — Liquidity and Capital Resources — Inter-
enterprise financing activities” for further details.

As advised by our PRC legal adviser, these cash advances and loans contravened
certain regulations relating to bank financing in the PRC, particularly Lending Regulations
(&7 H]) as promulgated by the PBOC. Our PRC legal adviser further advised that we
may be subject to a penalty ranging from the amount of interest we received from a loan or
cash advance made by us to five times the interest we received from a loan or cash advance
made by us. In addition, we may be required to pay a penalty equal to prevailing lending
rate charged by banks in the PRC on the amount borrowed from Jinjiang Fengchuan
Packing Co., Ltd. As advised by our PRC legal adviser, given that all the inter-enterprise
loans and cash advances have been settled and that there has not been any legal disputes in
respect of such loans or cash advances, the risk that we will be subject to penalties resulting
from such loans or cash advances in contravention of PRC bank financing regulations is
minimal.

In connection with such loans and cash advances, our Controlling Shareholders agreed
to indemnify our Group in respect of any loss and liability that we may suffer as a result of
any contravention of any PRC bank financing regulations. Further details of these cash
advances and loans are set out in “Financial Information — Liquidity and Capital
Resources — Inter-enterprise financing activities”.

In addition, in order to prevent any future non-compliance, we have ensured that all
Directors are aware of the illegality of such advances/loans and will not allow any future
advances or loans by or to our PRC subsidiaries in the PRC unless the advances or loans
will be obtained from properly authorised banks or financial institutions and, in respect of
any advances or loans to be made by our PRC subsidiaries, unless they will be made in a
manner in compliance with the applicable PRC laws and regulations.

We have obtained all licences, permits or certificates necessary to conduct our current
business operations. Save as disclosed in the paragraphs on “Employment”, “Property and
Facilities” and “Inter-enterprises financing activities” above, our operations comply with
all the relevant rules and regulations of the relevant authorities in the PRC.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the Global Offering and the Capitalisation Issue
and taking no account of any Shares which may be allotted and issued pursuant to the
exercise of the Over-allotment Option and the options which have been or may be granted
under the Pre-IPO Share Option Scheme and the Share Option Scheme, we will be owned as
to approximately 55.13% by Xiao Sheng International, approximately 12.38% by Ming
Lang Investments, an aggregate of approximately 5.70% by the Wang Brothers, an
aggregate of approximately 1.79% by the eight Management and Other Shareholders and
25.00% in public hands. Both Xiao Sheng International and Ming Lang Investments are
investment holding vehicles owned as to 76.50% by the Wang Brothers and the remaining
minority interest of 23.50% are owned by the eight Management and Other Shareholders
whose shareholdings therein ranged from only 0.5% to 8%. As Xiao Sheng International,
Ming Lang Investments and the Wang Brothers are, directly or indirectly, individually or
together with the others, entitled to exercise or control the exercise of 30% or more of the
voting power at our general meetings, ecach of Xiao Sheng International, Ming Lang
Investments and the Wang Brothers is regarded as our Controlling Shareholder under the
Listing Rules. The Wang Brothers, who are the executive Directors and the ultimate largest
shareholders of our Company immediately prior to completion of the Global Offering and
the Capitalisation Issue, were brought up in the PRC. Up to the Latest Practicable Date,
the Wang Brothers had not been full time government officials of a country nor had they
been full time employees of a state or government-owned or operated entity for a
substantial period of time.

The Directors consider that our Group is capable of carrying on our business
independent of our Controlling Shareholders and their respective associates on the
following reasons:

Operational independence

We design, source, manufacture and sell high quality business and casual apparel
for men. We have our own design and product development team and, under the
direction of Mr. Ji Wen Bo, one of the PRC’s top fashion designers, we are able to
design and offer our customers stylish, high-end designs for all seasons under our
LILANZ brand. We have independent access to source our production materials and
other supplies for our own production, and independent access to outsource our
production of external OEM contractors. None of our Controlling Shareholders is a
supplier or intermediary for our Group’s supplies, nor is one of our external OEM
contractors. Our products are sold across an extensive distribution network, covering
31 provinces, autonomous regions and municipalities in the PRC and, save for the
Wang Brothers’ involvement in the management and operation of our Group in their
capacity as our Directors and employees, we have independent access to our customers.

We own our own assets and properties, such as trademarks, designs, operational
assets and equipment, that are significant to the business and operations of our Group.
Particulars of our owned and leased properties are set out in “Business — Properties
and Facilities”. We will relocate our design, sales and marketing offices from the
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current location at Lilang Industrial Park, Nanhuan Road, Qingyang District, Jinjiang
to our new facilities at Xiamen and, as a transitional arrangement pending complete
relocation, we entered into two lease agreements with Jinlang (Fujian) Investments
Co., Ltd., a company wholly owned by the Wang Brothers, for the use of our current
headquarters at Lilang Industrial Park as the offices, showroom and staff dormitory.
Particulars of the leases are described in the sub-section “Continuing connected
transactions” of this section. As the premises of our headquarters at Lilang Industrial
Park, situated at Nanhuan Road, Qingyang District, Jinjiang City are used for offices,
showroom and staff dormitory purposes only, our Directors do not consider any
material reliance on the Controlling Shareholders in term of our Group’s principal
operating assets and properties. Save for such lease, we do not use any facilities of our
Controlling Shareholders or their respective associates.

Financial independence

During the Track Record Period, several bank loans of our Group amounting to
RMBI125.5 million and RMB94.5 million as at 31 December 2006 and 2007,
respectively, and certain bills payable of our Group amounting to RMB40.3 million,
RMB149.5 million, RMBNil and RMBNIl as at 31 December 2006, 2007 and 2008 and
30 June 2009, respectively, were secured by personal guarantees granted by the Wang
Brothers. As at the Latest Practicable Date, all these personal guarantees have already
been released by the banks.

Amounts due from our Controlling Shareholders and/or their respective
associates to our Group amounted to RMB47.6 million, RMBI1.3 million, RMBO0.2
million and RMBNIil million as at 31 December 2006, 2007 and 2008 and 30 June 2009,
respectively, and amounts due to our Controlling Shareholders and/or their respective
associates from our Group amounted to RMBI139.7 million, RMBI139.4 million,
RMB18.5 million and RMB10.9 million as at 31 December 2006, 2007 and 2008 and 30
June 2009, respectively. RMB139.4 million due to our Controlling Shareholders and/or
their respective associates have already been capitalised as fully paid Shares of our
Company as part of the Reorganisation. The balance of any outstanding amounts due
from/to any of the Controlling Shareholders and/or their respective associates has been
repaid and settled in full.

In August 2009, China Merchants Bank granted a short-term loan facility to
Lilang International for six months in an amount of HK$15 million. Such loan facility
was secured by a corporate guarantee provided by our Company and charge over bank
deposits of Zhong Lee Development Co., a private unlimited company established in
Hong Kong and solely owned by Mr. Wang Cong Xing, our executive Director, which
will be released or lapse upon the Listing. Funds borrowed pursuant to the short-term
loan facility will be used as working capital for our Group. The facility bears a fixed
interest rate of 3.60% per annum. We intend to use a portion of the proceeds from the
Global Offering to repay such short-term loans made pursuant to this facility. For
more information on use of proceeds, please refer to “Future Plans and Use of
Proceeds — Use of Proceeds”.
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Save as aforesaid, our Group does not rely on the Controlling Shareholders and/
or their respective associates by virtue of their provision of financial assistance.

Management independence

Our Board comprises seven executive Directors and three independent non-
executive Directors. Three directorships of our executive Directors are held by Mr.
Wang Dong Xing, Mr. Wang Liang Xing and Mr. Wang Cong Xing, who are our
Controlling Shareholders.

Each of our Directors is aware of his fiduciary duties as a Director of our
Company which require, among other things, that he acts for the benefit and in the
best interests of our Company and does not allow any conflict between his duties as a
Director and his personal interest. In the event that there is a potential conflict of
interest arising out of any transaction to be entered into between our Group and our
Directors or their respective associates, the interested Director(s) shall abstain from
voting at the relevant board meetings of our Company in respect of such transactions
and shall not be counted in the quorum. In addition, we have an independent senior
management team to carry out the business decisions of our Group independently. Our
Directors are satisfied that our senior management team is able to perform their roles
in our Company independently, and our Directors are of the view that we are capable
of managing our business independently from our Controlling Shareholders after the
Global Offering.

CONTINUING CONNECTED TRANSACTIONS

Upon the listing, the transactions set forth below will constitute continuing connected
transactions (as defined in the Listing Rules) of our Company.

Relationship between our Group and Jinlang (Fujian) Investments Co., Ltd.

Jinlang (Fujian) Investments Co., Ltd. (“Jinlang Fujian™), a company established in the
PRC with limited liability, is principally engaged in, among others, investment in real
estate. It is wholly owned by the Wang Brothers, who are three of our executive Directors,
and is therefore a connected person of our Company.

Under the Listing Rules, for so long as Jinlang Fujian remains as a connected person
of our Company, the leases described below would constitute continuing connected
transactions upon the Listing.
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Continuing connected transactions subject to reporting and announcement requirements in
respect of which a waiver has been granted by the Stock exchange

Lease of land and buildings by Jinlang Fujian to our Group
(A) 2008 Tenancy Agreement

Pursuant to an agreement (“2008 Tenancy Agreement”) dated 26 May 2008 and entered
into between Jinlang Fujian as landlord and our Group as lessee, our Group agreed to lease
(“2008 Lease”) a piece of land with a site area of approximately 7,418 sq.m. located at
Lilang Industrial Park, Nanhuan Road, Qingyang District, Jinjiang City, Fujian Province,
together with two industrial buildings erected thereon, with an aggregate gross floor area of
approximately 17,095 sq.m. for a term commencing from 1 March 2008 and ending on 31
December 2010. Under the 2008 Tenancy Agreement, our Group may terminate the 2008
Lease at any time during the term of the 2008 Tenancy Agreement by serving not less than
one month prior written notice to Jinlang Fujian. The leased area has been and will
continue to be used for office, showroom and staff dormitory purposes. The quarterly rent
payable by our Group to Jinlang Fujian under the 2008 Tenancy Agreement is RMB329,750
payable in arrears within five business days after the end of the relevant quarter. Such rent
is exclusive of water and electricity charges, gas and steam fees, telephone charges, property
maintenance fees and other fees in relation to the use of the premises. The rent was arrived
at after arm’s length negotiation between the parties and determined by reference to the
market rent of the premises.

No rent had been paid by us in respect of our use of the land and buildings in 2006 and
2007 as they were previously jointly owned by Lilang Fujian and Xiao Sheng, a company
which is controlled by the Wang Brothers, prior to the sales thereof to Jinlang Fujian in
February 2008. For the year ended 31 December 2008 and six months ended 30 June 2009,
approximately RMBI1.1 million and RMB659,500 had been paid or became payable by our
Group under the 2008 Tenancy Agreement respectively.

Jones Lang LaSalle Sallmanns Limited, the property valuer of our Company, considers
that such annual rent is fair and reasonable and consistent with the prevailing market rents
for similar premises in similar locations.

The Directors anticipate that the rent payable by our Group to Jinlang Fujian under
the 2008 Tenancy Agreement will not exceed RMB1,319,000 and RMB1,319,000 for the
years ending 31 December 2009 and 2010. The annual caps represent the actual rent payable
by our Group to Jinlang Fujian pursuant to the 2008 Tenancy Agreement.

(B) 2009 Tenancy Agreement

Pursuant to an agreement (“2009 Tenancy Agreement”, together with the 2008 Tenancy
Agreement, referred to as the “Tenancy Agreements”) dated 1 March 2009 and entered into
between Jinlang Fujian as landlord and our Group as lessee, our Group agreed to lease
(2009 Lease”, together with the 2008 Lease, referred to as the “Leases”) a piece of land
with a site area of approximately 2,865 sq.m. located at Lilang Industrial Park, Nanhuan
Road, Qingyang District, Jinlang City, Fujian Province, together with several floors of a
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building erected thereon, with an aggregate gross floor area of approximately 10,972 sq.m.,
for a term commencing from 1 March 2009 and ending on 31 December 2010. Under the
2009 Tenancy Agreement, our Group may terminate the 2009 Lease at any time during the
term of the 2009 Tenancy Agreement by serving not less than one month prior written
notice to Jinlang Fujian. The leased area is used as the offices of our marketing department,
production department and our CEO office. The quarterly rent payable by our Group to
Jinlang Fujian under the 2009 Tenancy Agreement is RMB213,945 payable in arrears within
five business days after the end of the relevant quarter. Such rent is exclusive of water and
electricity charges, gas and steam fees, telephone charges, property maintenance fees and
other fees in relation to the use of the premises. The rent was arrived at after arm’s length
negotiation between the parties and determined by reference to the market rent of the
premises.

Jones Lang LaSalle Sallmanns Limited, the property valuer of our Company, considers
that such annual rent is fair and reasonable and consistent with the prevailing market rents
for similar premises in similar locations.

No rent had been paid by us for the years ended 31 December 2006, 2007 and 2008 as
the 2009 Tenancy Agreement did not exist at that time. For the six months ended 30 June
2009, approximately RMB285,260 had been paid or became payable by our Group under
the 2009 Tenancy Agreement.

The Directors anticipate that the rent payable by our Group under the 2009 Tenancy
Agreement will not exceed RMB713,150 for the year ending 31 December 2009 and
RMB855,780 for the year ending 31 December 2010. The annual caps represent the actual
rent payable by our Group to Jinlang Fujian pursuant to the 2009 Tenancy Agreement.

Waiver from compliance with the announcement requirement

The continuing connected transactions under the Tenancy Agreements are aggregated
pursuant to Rules 14A.25 to 14A.27 of the Listing Rules. Based on the annual caps for the
Leases under the Tenancy Agreements on an aggregated basis, it is expected that each of the
percentage ratios (other than the profits ratio), where applicable, calculated by reference to
Rule 14.07 of the Listing Rules, will exceed 0.1% but will not exceed 2.5%, and therefore
such Leases are subject to the reporting and announcement requirements as set out under
Rules 14A.45 to 14A.47 of the Listing Rules. Our Company has applied to the Stock
Exchange, and the Stock Exchange has granted, a waiver pursuant to Rule 14A.42(3) of the
Listing Rules to exempt the Leases under the Tenancy Agreements from compliance with
the announcement requirement under Rule 14A.47 of the Listing Rules.

Application for waiver
(a) Reason for the application

Given that the Leases under the Tenancy Agreements were entered into prior to the
Listing Date and have been disclosed in this prospectus and potential investors of our
Company will participate in the Global Offering on the basis of such disclosure, the
Directors consider that compliance with the announcement requirements in respect thereof
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immediately after the Listing would add unnecessary administrative costs for us.
Accordingly, our Company applied to the Stock Exchange for, and the Stock Exchange
has granted, a waiver from strict compliance with the relevant announcement requirement
under Chapter 14A of the Listing Rules.

(b) Compliance with applicable rules set out in Chapter 14A of the Listing Rules

Our Company will comply with Rules 14A.35(1), 14A.35(2), 14A.36 to 14A.40 and
14A.45 to 14A.46 of the Listing Rules in respect of the Leases under the Tenancy
Agreements.

In the event of any future amendments to the Listing Rules imposing more stringent
requirements than those applicable provisions under Chapter 14A of the Listing Rules as at
the date of this prospectus relating to the Leases, our Company will take immediate steps to
ensure compliance with such requirements within a reasonable period.

(c¢) Confirmation from the Directors

Our Directors (including independent non-executive Directors) consider that the
Leases have been and shall be entered into in the ordinary and usual course of business and
on normal commercial terms and that the respective terms of the Leases and the annual caps
set out above are fair and reasonable and in the interests of our Shareholders as a whole.

(d) Confirmation from the Sole Sponsor

The Sole Sponsor is of the view that the Leases have been and shall be entered into in
the ordinary and usual course of business and on normal commercial terms and that the
respective terms of the Leases and the annual caps set out above are fair and reasonable and
in the interests of our Shareholders as a whole.

NON-COMPETE UNDERTAKING

Each of our Controlling Shareholders has confirmed that none of them is engaged in,
or interested in any business (other than our Group) which, directly or indirectly, competes
or may compete with our business. To protect our Group from any potential competition,
the Controlling Shareholders have given an irrevocable non-compete undertaking in our
favour on 4 September 2009 pursuant to which each of the Controlling Shareholders has,
among other matters, irrevocably and unconditionally undertaken with us on a joint and
several basis that at any time during the Relevant Period (as defined below), each of the
Controlling Shareholders shall, and shall procure that their respective associates (other
than our Group) shall:

(1) save for the Excluded Business (as defined below), not, directly or indirectly, carry
on, invest in or be engaged in any business which will or may compete with the
business currently and from time to time engaged by our Group (“Restricted
Business”) including but not limited to the marketing, sales, distribution,
manufacturing and/or processing of the apparel, shoes, ties, belts, bags, hats
and other products of our Group from time to time (“Restricted Products™);
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(i)

(iii)

(iv)

not solicit any existing or then existing employee of our Group for employment by
them or their respective associates (excluding our Group);

not, without the consent from our Company, make use of any information
pertaining to the business of our Group which may have come to their knowledge
in their capacity as our Controlling Shareholders and/or Directors for the purpose
of competing with the Restricted Business; and

in respect of any order undertaken or proposed to be undertaken by them or their
respective associates involving the marketing, sales, distribution, manufacturing
and/or processing of any Restricted Products, unconditionally use reasonable
endeavours to procure that such customer(s) to appoint or contract directly with
any member of our Group for the marketing, sales, distribution, manufacturing
and/or processing of the Restricted Products under the relevant order.

For the above purpose:

(A)

(B)

the “Relevant Period” means the period commencing from the Listing Date and
shall expire upon the earliest date of occurrence of the events below:

(a) the date on which the Controlling Shareholders (individually or taken as a
whole) ceases to be the controlling shareholders for the purpose of the
Listing Rules;

(b) the date on which our Shares cease to be listed on the Stock Exchange or (if
applicable) other stock exchange;

the “Excluded Business” means any direct or indirect investments of the
Controlling Shareholders and/or their respective associates (excluding our
Group) in any member of our Group.

Each of our Controlling Sharcholders has undertaken under the non-compete

undertaking that he or it shall provide to us and/or our Directors (including the
independent non-executive Directors) from time to time all information necessary for
annual review by the independent non-executive Directors with regard to compliance with
the terms of the non-compete undertaking by the Controlling Shareholders. Each of the
Controlling Shareholders has also undertaken to make an annual declaration as to
compliance with the terms of the non-compete undertaking in our annual report.

In order to properly manage any potential or actual conflict of interests between us

(1)

and our Controlling Shareholders in relation to the compliance and enforcement of the non-
compete undertaking, we have adopted the following corporate governance measures:

our independent non-executive Directors shall review, at least on an annual basis,
the compliance with and enforcement of the terms of the non-compete
undertaking by the Controlling Shareholders;
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(i)

(iii)

(iv)

we will disclose any decisions on matters reviewed by the independent non-
executive Directors relating to compliance and enforcement of the non-compete
undertaking either through our annual report or by way of announcement;

we will disclose in the corporate governance report of our annual report on how
the terms of the non-compete undertaking have been complied with and enforced;
and

in the event that any of our Directors and/or their respective associates has
material interest in any matter to be deliberated by the Board in relation to the
compliance and enforcement of the non-compete undertaking, he/she may not
vote on the resolutions of the Board approving the matter and shall not be
counted towards the quorum for the voting pursuant to the applicable provisions
in the Articles of Association.

Our Directors consider that the above corporate governance measures are sufficient to
manage any potential conflict of interests between the Controlling Shareholders and their
respective associates and our Group and to protect the interests of our Shareholders, in
particular, the minority Shareholders.
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DIRECTORS
Executive Directors

Mr. Wang Dong Xing (E%4 R J54), aged 49, is the chairman and an executive Director
of our Company. He was appointed as an executive Director on 13 June 2008. Mr. Wang
has been with our Group since its establishment in April 1995 and is one of the founders of
our Group. He is responsible for our Group’s overall business development, strategic
planning and corporate management. He is also responsible for formulating operation
direction, devising annual plan and financial budget and making recommendations on
significant investments of our Group to the Board for approval. He completed a diploma
programme for chief executive officers of enterprises ({EZEMEEMUEIE) from the
Economics College of Peking University (bR KZELFEELLE) in 2004 and is currently
attending an EMBA programme organised by Lingnan College, Sun Yat-sen University (1
KB 58 22 58 ). He is also a representative of the Quanzhou Municipal People’s Congress,
Fujian Province (f8& & %I ARIEFEKE) and standing vice chairman of the Jinjiang
City Sewing and Apparel Association (FILTHI#4kkR%EH€). Mr. Wang is also vice
chairman of the Jinjiang Committee of China Democratic National Construction
Association (R E B & VL2 B ), vice president of the Jinjiang Qingyang Chamber of
Commerce (HILHEGH @I EE), council chairman of the Jinjiang Qingyang Foreign
Investment Enterprise Association (B7LH MR EMRZENIE) and standing committee
member of the Jinjiang Chamber of Commerce (7L LRBF (AP E€) ). From 1985 to
1990, Mr. Wang had been the general manager of Fujian Jinjiang Qing Yang Chen Village
Shoes and Hats Factory (f8&& &1L & LB EENE =) and from 1990 to 1994, the
general manager of Jinjiang Xiaosheng Apparel Enterprise Limited (& VLBETHR 4 H A IR
/v W), which were principally engaged in the wholesale menswear business in the PRC,
before the founding of our Group in 1995. Apart from his interest in our Group, Mr. Wang
is also the sole director and one of the shareholders of Jinlang Fujian, the entity used by
them for their investment in real estate and the lessor under the Tenancy Agreements as
currently disclosed under the section “Relationship with our Controlling Shareholders —
Continuing Connected Transactions”. Mr. Wang has over 20 years of manufacturing and
management experience in the menswear industry in the PRC. From 1995 to 2002, Mr.
Wang had been the president and vice chairman of Lilang Fujian. He is currently the
chairman and the vice chairman of Lilang Fujian and Lilang Xiamen, respectively, and is
the vice chairman of Lilang China. Mr. Wang is the elder brother of Mr. Wang Liang Xing
and Mr. Wang Cong Xing, who are also executive Directors of our Company. He is the
brother-in-law of Mr. Chen Wei Jin, a member of the senior management of our Company.
He is also one of the shareholders of Xiao Sheng International and Ming Lang Investments,
the Controlling Shareholders of our Company. Mr. Wang has not been a director of any
other publicly listed company during the three years preceding the date of this prospectus.

Mr. Wang Liang Xing (ER B 5E4), aged 47, is the vice chairman, the chief executive
officer and an executive Director of our Company. He was appointed as an executive
Director on 13 June 2008. He has been with our Group since its establishment in April 1995
and is one of the founders of our Group. Mr. Wang is responsible for our Group’s overall
business development, strategic planning and corporate management. He is also responsible
for the corporate development and the internal management system of our Group and
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recommending the appointment of senior management to the Board. He completed an
advanced programme of excellent corporate operation and management (&t £ 35 48 25 45 34
= AGRFEWHEPE) from the School of Continuing Education of Tsinghua University (i 3k
B BB E 2P in 2006 and is currently attending an EMBA programme organised by
Xiamen University (B K£). He is also vice chairman of the Garment and Apparel
Industry Association of Fujian Province (fi# & MRFEMATTZEW &), vice-chairman and
standing supervisor of the Enterprises Credit Management Association of Quanzhou City
CRM T ZEE R HE e — EMFHE) and a supervisor of the Garment Association
of the PRC (B €). He was one of 50 persons honoured with a 2005 PRC
Enterprises Trademark Award (20059 B4 2P EE50 ). From 1987 to 1990, Mr. Wang had
been the factory manager of Fujian Jinjiang Qing Yang Chen Village Shoes and Hats
Factory (18 & &1L & B BRAT#EIE = M) and from 1990 to 1994, chairman of Jinjiang
Xiaosheng Apparel Enterprise Limited (FILEETHIREEEAMR/AF), which were
principally engaged in the wholesale menswear business in the PRC, respectively before
founding our Group in 1995. Apart from his interest in our Group, Mr. Wang is also one of
the shareholders of Jinlang Fujian, the entity used by them for their investment in real
estate and the lessor under the Tenancy Agreements as currently disclosed under the section
“Relationship with our Controlling Shareholders — Continuing Connected Transactions”.
He has over 20 years of manufacturing and management experience in the menswear
industry in the PRC. From 1995 to 2002, Mr. Wang had been the chairman and since 2002,
the vice chairman and president of Lilang Fujian. He is currently the president and vice
chairman of Lilang Fujian, Lilang China and Lilang Xiamen. Mr. Wang is the brother of
Mr. Wang Dong Xing and Mr. Wang Cong Xing, the executive Directors of our Company.
He is a brother-in-law of Mr. Cai Rong Hua, who is an executive Director of our Company.
He is also one of the shareholders of Xiao Sheng International and Ming Lang Investments,
the Controlling Shareholders of our Company. Mr. Wang has not been a director of any
other publicly listed company during the three years preceding the date of this prospectus.

Mr. Wang Cong Xing (E¥E ), aged 40, is the vice chairman and an executive
Director of our Company. He was appointed as an executive Director on 2 January 2008.
Mr. Wang has been with our Group since its establishment in April 1995 and is one of the
founders of our Group. Mr. Wang is responsible for finance, quality control, information
technology and product management for our Group. He is also responsible for corporate
development and the internal management system of our Group and supervising the
implementation of the annual, quarterly and monthly financial plans of our Group. He
completed an advanced programme of excellent corporate operation and management (5
S E M S IGREMMEPE) from the School of Continuing Education of Tsinghua
University (7§ #ERKEZEHZEF ZPE) in 2006. From 1987 to 1990, Mr. Wang had been the
deputy factory manager of Fujian Jinjiang Qing Yang Chen Village Shoes and Hats Factory
(FE B VLT 5 B B BRI — %) and from 1990 to 1995, the deputy general manager and
director of Jinjiang Xiaosheng Apparel Enterprise Limited (& 7LBEFHARSEEHER RN A,
which were principally engaged in wholesale menswear business in the PRC, respectively
before founding our Group in 1995. Apart from his interest in our Group, Mr. Wang is also
one of the shareholders of Jinlang Fujian, the entity used by them for their investment in
real estate and the lessor under the Tenancy Agreements as currently disclosed under the
section “Relationship with our Controlling Shareholders — Continuing Connected
Transactions”. He has over 20 years of manufacturing and management experience in the
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menswear industry in the PRC. From 1995 to 2002, Mr. Wang had been the vice president
of Lilang Fujian. Since 2002, Mr. Wang has also been the vice president and vice chairman
of Lilang Fujian. He is also currently vice president and vice chairman of Lilang Fujian and
Lilang China and chairman and vice president of Lilang Xiamen. Mr. Wang is the younger
brother of Mr. Wang Dong Xing and Mr. Wang Liang Xing, who are also executive
Directors of our Company. He is also a director and one of the shareholders of Xiao Sheng
International and Ming Lang Investments, the Controlling Shareholders of our Company.
Mr. Wang has not been a director of any other publicly listed company during the three
years preceding the date of this prospectus.

Mr. Cai Rong Hua (3858356 k), aged 41, is an executive Director of our Company. He
joined our Group in April 1998 and was appointed as an executive Director on 13 June
2008. He is responsible for research and development for our Group. He is also responsible
for negotiating with the major suppliers of our Group. Mr. Cai completed an advanced
programme of excellent corporate operation and management (511> 25 48 55 8 P 5 SR G RE
HMEFE) from the School of Continuing Education of Tsinghua University (i % K2 48 45 %k
BEBE) in 2006. Since 1998, Mr. Cai has been the vice president of Lilang Fujian. He has
over 10 years of manufacturing and management experience in the menswear industry in the
PRC and is currently vice president of Lilang Fujian, a director and vice president of Lilang
China. Mr. Cai is the brother-in-law of Mr. Wang Liang Xing, who is an executive Director
of our Company. He is also one of the shareholders of Xiao Sheng International and Ming
Lang Investments, the Controlling Shareholders of our Company. Mr. Cai has not been a
director of any other publicly listed company during the three years preceding the date of
this prospectus.

Mr. Hu Cheng Chu (W3 #]54:), aged 65, is an executive Director of our Company.
He joined our Group in April 1998 and was appointed as an executive Director on 13 June
2008. He is responsible for brand management, market promotion and public relation for
our Group. He is also responsible for appraising the performance of and reviewing the
annual and monthly budget of the brand management department of our Group. Mr. Hu
completed part-time professional political engineering course and professional
administrative management course from Fudan University in 1988 and 1989, respectively,
and an advanced programme of excellent corporate operation and management (81>
2855 = AGR R B BE) from the School of Continuing Education of Tsinghua University
(HHERBEEHFTELL). He was previously the factory manager of the Shanghai Hua
Chang Aluminium Factory (_Ei8¥EE 81 If%). He is the vice chairman of the Quanzhou
Association of Professional Managers (5 Bk ZER I A1 €). Since 1998, Mr. Hu has been
the director and vice president of Lilang Fujian. Mr. Hu is also currently director and vice
president of Lilang China and Lilang Xiamen. In 2009, Mr. Hu was accredited as the top 10
planner for corporate sales and marketing in the PRC for the year 2007 and 2008 (2007—
20084FFHE 10 K> E% 855K #| N). He is also one of the shareholders of Xiao Sheng
International and Ming Lang Investments, who are also Controlling Shareholders of our
Company. Mr. Hu has not been a director of any publicly listed company during the three
years preceding the date of this prospectus.
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Mr. Wang Ru Ping (EWI°F5E4), aged 47, is an executive Director of our Company. He
joined our Group in April 1995 and was appointed as an executive Director on 13 June
2008. He is responsible for supervising the construction-in-progress and future development
of our operational facilities as well as overseeing the maintenance and legal compliance in
relation to our operational facilities. Mr. Wang completed a programme on public relations
and administrative management from the Faculty of International Economics at the Adult
Education College of Huaqiao University (ZEfGRE M AT EBE) in 2000 and a diploma
programme for chief executive officers of enterprises ({EZFEAAFFMIHEIE) from the
Faculty of Economics at Peking University (JtFK%£) in 2004. He has over 10 years of
manufacturing and management experience in the menswear industry in the PRC. From
1990 to 1994, Mr. Wang had been the deputy general manager of Jinjiang Xiaosheng
Apparel Enterprise Limited (& 7LBEFIRFEEZEABRA ). Since 1998, Mr. Wang has been
the vice president and director of Lilang Fujian. He is also currently a vice president and
director of Lilang China and Lilang Xiamen. He is also one of the shareholders of Xiao
Sheng International and Ming Lang Investments, the Controlling Shareholders of our
Company. Mr. Wang has not been a director of any publicly listed company during the
three years preceding the date of this prospectus.

Mr. Pan Rong Bin (R WS4 ), aged 36, is an executive Director of our Company. He
joined our Group in February 2003 and was appointed as an executive Director on 13 June
2008. He is responsible for daily operations, marketing and distribution for our Group. He
is also responsible for devising the annual marketing and distribution plan and annual
marketing budget of our Group and supervising the implementation thereof. Mr. Pan
completed an advanced programme of excellent corporate operation and management (-
BER S E I S PR FEVHMEDE) from the School of Continuing Education of Tsinghua
University (75 # KE A H 2 Pt), the PRC in 2006. From 2001 to 2005, Mr. Pan was a
representative in the Nanping Municipal People’s Congress, Fujian Province (& & & /i °F- 11
ANRAFEKE). Since 1995 to 2007, he was a member of the Chinese People’s Political
Consultative Conference of Jianyang City, Fujian Province ("M Bl A\ REBUA W e &4
@M Z B ). He was honoured with the Award for the Model of Labour in Quanzhou
City, Fujian Province (fR & & ® M 25 B4 4) in May 2006. From 1994 to 2007, he was the
general manager of Fujian Jianyang Longda Trade and Development Co., Ltd. (48 & #517
VErEE 5 85 A BN F]). He has over 10 years of retail and sales experience in the menswear
industry in the PRC. From 2003 to 2005, he had been the special assistant to the general
manager and deputy head of sales and marketing department for Lilang Fujian and from
2005 to 2007, the special assistant to president and the head of sales and marketing
department of Lilang China. He is currently vice president of the sales and marketing
department for Lilang Fujian and Lilang China. He is also a director and vice president of
Lilang Xiamen. He is also one of the shareholders of Xiao Sheng International and Ming
Lang Investments, the Controlling Shareholders of our Company. Mr. Pan has not been a
director of any publicly listed company during the three years preceding the date of this
prospectus.

- 151 -



DIRECTORS AND SENIOR MANAGEMENT

Independent non-executive Directors

Dr. Lu Hong Te (& W E{# 1), aged 48, is an independent non-executive Director of
our Company. He joined our Group on 13 June 2008 when he was appointed as an
independent non-executive Director. Dr. Lu obtained a bachelor’s degree in management
from National Cheng Kung University in 1983 and a master’s degree and a doctoral degree
in business from the Graduate Institute of Business Administration of the College of
Management of National Taiwan University in 1985 and 1992, respectively. Dr. Lu is a
professor at the department of business administration at Chung Yuan Christian University
in Taiwan, specialising in marketing and sales management and corporate competitive
strategies. He also serves as a visiting professor at several institutions, including SGP
International Management Academy, Nanyang Technological University’s EMBA Centre
and Xiamen University’s EMBA Centre, and serves as a consultant to, among others, the
Chinese Association for Industrial Technology Advancement (# ¥ 7E ZEFH% 5 & i)
and the Taiwan Entrepreneurs Society Taipei/Toronto (JIEKZMWZL A7 ®). He is an
independent non-executive director of four companies in Taiwan, namely Everlight
Chemical Industrial Corporation (& IOGILETERMARAF]) (stock code: 1711)
and Aiptek International Inc. (& & KB4 i A PR 7]) (stock code: 6225), the shares of
which are listed on the Taiwan Stock Exchange, and Firich Enterprises Co., Ltd. (& & {h'&
B A A PR F]) (stock code: 8076) and Lanner Electronics Inc. (& #8374 B4 B A0 A FR
5 l) (stock code: 6245), the shares of which are traded in the Gre Tai Securities Market (7
J5Mi M 5 H 0) in Taiwan. He is also an independent non-executive director of two other
companies, namely Capxon International Electronic Company Limited (Hl35#ABIFEE A
R/~ 7l)(stock code: 469) and Anta Sports Products Limited (Z#5#8 & & A FR/A A (Stock
code: 2020)), the shares of which are listed on the Stock Exchange. Save as aforesaid, Dr.
Lu has not been a director of any other publicly listed company during the three years
preceding the date of this prospectus.

Mr. Chen Tien Tui (BiRHESEH:), aged 60, is an independent non-executive Director of
our Company. He joined our Group on 13 June 2008 when he was appointed as an
independent non-executive Director. Mr. Chen is the chief executive officer and an
executive director of Victory City International Holdings Limited (stock code: 539), the
shares of which are listed on the Stock Exchange. He has over 29 years experience in the
textile industry. Save as aforesaid, Mr. Chen has not been a director of any other publicly
listed company during the three years preceding the date of this prospectus.

Mr. Nie Xing (&%), aged 45, is an independent non-executive Director of our
Company. He joined our Group on 13 June 2008 when he was appointed as an independent
non-executive Director. Mr. Nie is a graduate from the Jiangxi University of Finance and
Economics (YLPYHF#8ELFE) with a bachelor’s degree in economics in 1986 and further
obtained a master’s degree in business administration from the Open University of Hong
Kong (F#5/2BKE) in December 2000. He is the executive director and vice president of
China Green (Holdings) Limited ("% & 5B A RZAF]) (stock code: 904), the
shares of which are listed on the Stock Exchange, and is responsible for the financial
planning and analysis, management, investment and corporate financing of that group of
companies. Based on his experience as a vice president of China Green (Holdings) Limited,
Mr. Nie is the independent non-executive Director who fulfills the requirements of rule 3.10
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(2) of the Listing Rules. He is a former independent director of Guomai Technologies, Inc.
(B R B4 A BR 22 F]), the shares of which are listed on the Shenzhen Stock Exchange.
He ceased to be the independent director of Guomai Technologies, Inc. in January 2008.
Save as aforesaid, Mr. Nie has not been a director of any other publicly listed company
during the three years preceding the date of this prospectus.

Under the appointment letters for the appointment of our independent non-executive
Directors, each of the independent non-executive Directors is entitled to a director’s fee of
RMB200,000 per annum from the Listing Date. No director’s fee had been paid or payable
by us to our independent non-executive Directors prior to the Listing Date.

SENIOR MANAGEMENT

Mr. Ji Wen Bo (il (W J62E), aged 51, is the chief fashion designer of our Group. He is
a senior designer and engineer, having completed a programme in professional
craftsmanship and art at Changchun University (% K%) during the years between
1980 and 1982. In 1998, Mr. Ji was elected as one of the Ten Best Fashion Designers in the
PRC and was recognised as the top national menswear designer for 2001, 2002 and 2003 by
the organising committee of the China Fashion Week. In 2004, he presented a series of
menswear with the theme of Oriental Spirit — Chinese Charisma (5 ##] — H ik 77) at
the Paris — China Fashion Week (22—t B FF% J5]) during Les Annees Chine — France
(1% 30k 4) and was awarded the Eighth China Fashion Design “Golden Award” (4 TH#E)
by the China Fashion Association (712 Ik %8 51Hl 5 €). Mr. Ji was invited to present his
own range of designs during the International Fashion Week of Pusan, Korea (%[5 2 11|
PR IRF 26 ) in 2006 and showcase menswear collections with the theme of “Lilang—Ji Wen
Bo” (FIEB—7t i) in the “Milan Menswear Show” (Milano Moda Uomo) of Italy in 2007.
From 2003 to 2005, Mr. Ji was the general manager and chief fashion designer of Xidelong
Fujian Sporting Goods Co., Ltd. (Ef3HEt= &8 & H i A /A F]) and the design controller
of Fujian Yundun Apparel Co., Ltd. (fREEZRMABRAF). In 2008, Mr. Ji also
participated in fashion shows in Japan and Taiwan. Mr. Ji joined our Group as a design
consultant of Lilang Fujian on 4 October 2001 and acted as chief fashion designer of Lilang
Fujian and Lilang China since January 2007.

Mr. Ji Sheng (F#JH), aged 54, is the vice president of the administration and
human resources department of our Group. He has more than 16 years of experience in
human resources management and corporate communication. He completed a leadership
training course relating to party administration organised by the Executive Management
College (1T & HELBE) (previously known as Shanghai Municipal Industrial College of the
Chinese Communist Party (13t Eif T T3 4%)) in 1987. From August 1993 to May 2009,
Mr. Ji had taken up senior management positions in various foreign-invested and domestic
corporations in the PRC with management oversight in human resources management and
corporate communication. Mr. Ji has been engaged by various consultancy firms and MBA
programs of universities in the PRC as trainer and speaker on the topic of human resources
knowledge and management skills. Mr. Ji was awarded the “Best Contribution Award” by
the Antai College of Economics and Management (% Z8#&8ELEHELE) of Shanghai
Jiaotong University (b 224 K &) in 2008 for his contribution as an instructor of its MBA
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program. Mr. Ji joined our Group on 8§ June 2009 as the vice president of the administration
and human resources department of Lilang China and is responsible for the human
resources management and corporate communication of our Group.

Mr. Yu Cheeric (RB(J1JH:), aged 34, is our chief financial officer and company
secretary. He has more than ten years of experience in auditing, advisory business services
and finance management. Mr. Yu graduated from The California State University with a
Bachelor’s Degree in Accountancy. He became a member of The American Institute of
Certified Public Accountants on 20 October 2001. Although he is not a certified public
accountant registered with the Hong Kong Institute of Certified Public Accountants, he is
familiar with the IFRS, being the financial reporting standards and interpretation we have
adopted for preparing our financial statements. Prior to joining our Group on 18 August
2008 as our chief financial officer and company secretary, he worked in the Assurance and
Advisory Business Services department of Ernst & Young, Certified Public Accountants,
and at CLP Holdings Limited and Shenzhou International Group Holdings Limited, both
of which are companies listed on the main board of the Stock Exchange.

Mr. Lin Yi-Chieh (#k % A %624), aged 33, is the head of the CEO office of our Group.
He obtained a master’s degree in business administration from Xiamen University (J& K
£%) in 2007 and completed a master programme in business administration at the University
of Furtwangen in 2006. From 2002 to 2004, Mr. Lin was the quality control supervisor at
Taiwan Qinglu Footwear Company (& 5 # ¥ 3£ A R /A ). From 2004 to 2005, Mr. Lin
was the office manager of Taiwan Yelian Iron and Steel Company ( & 5 /4 I 8 $ 4 FR A #)).
Mr. Lin joined our Group as the head of the CEO office of Lilang China on 7 June 2007.

Ms. Shi Mei Ya (jiti £ % /Mil), aged 32, is the head of the production department of our
Group. She completed a programme in fine chemical engineering at Fujian Radio and TV
University (ff 8 E #% B K EL) in 1998 and an advanced programme of excellent corporate
operation and management (5> LS E S FGRFEWHMEPE) from the School of
Continuing Education of Tsinghua University (iE#ERZBEEAT L) in 2006. She
completed a programme in project management and is currently attending a master
programme in business administration for senior mangers (/A8 TRE ML) at
Xiamen University (J& ] K£). Ms. Shi joined our Group on 1 August 1998 and had served
as the office clerk, the supervisor of the distribution department, the deputy general
manager of the factory for causal wear, the department head of production planning and
the head of planning division for the sales and marketing department, the assistant to the
head of the sales and marketing department, the head of the production department and the
assistant to the president of Lilang Fujian. From 2006 to 2007, Ms. Shi had been the
department head of the first division of the product management department (now known
as the production department) of Lilang China. From 2007 to 2008, Ms. Shi had been the
head of the production department and assistant to the vice president of the production
department of Lilang China. Ms. Shi has been the head of production department of Lilang
China since November 2008.

Mr. Zhang Yu Feng (FEFU5E4E), aged 39, is the head of marketing in the sales and
marketing department of our Group. He graduated from Shanghai University of Finance
and Economics (LA £8 K £) with a bachelor degree in professional trade and economics
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in 1992 and completed an EMBA core course from Chung Kong Business School ({1754
Bt) in 2006. From 1992 to 2007, he had worked in S. C. Johnson & Son, Inc. (3£ B3 AT
/N H]) as sales representative and branch office manager, worked in Coty Inc. (£ B %L 3 {b il
i B2 [#) as regional manager and sales manager in China region, worked in Henkel AG (f&
B 7% /% /A7) as National Trade Marketing Manager and National Sales Director, worked in
Li Ning Company Limited (Z#= AR/ F]) as department head targeting key clients and
worked in Puma China (2B 25) as regional sales and marketing manager for the eastern,
central and western regions. He joined our Group on 27 August 2007 and since then he has
been the head of the marketing in the sales and marketing department of Lilang Fujian and
Lilang China.

Mr. Zhuang Zhi Han (E&R%EA), aged 39, is the deputy financial officer of our
Group. He graduated from Faculty of Accountancy from East China Technology
University (¥R L3 KE) with a bachelor’s degree in Economics major in accounting in
1994. He is currently attending a EMBA programme in Xiamen University. From 1994 to
August 2008, he has been working in Xiaxin Electronic Stock Company Limited (3 #7 & ¥
A A FRZAF]) responsible for financial duties, and he started to oversee the overall
financial affairs of the company since 2003. He joined our Group as the deputy financial
officer of Lilang China on 1 September 2008.

Mr. Chen Wei Jin, (B4 #E 56 2E), aged 39, is the head of the administration department
of our Group. He graduated from Zhangzhou Normal University (7EJHFf#i£25E) with a
professional diploma in administration in July 2000 and completed an advanced programme
of excellent corporate operation and management (5 £ 3 48725 4 H 5) SRR B BE) from
the School of Continuing Education of Tsinghua University (& #ERKEEELT L) in
February 2006. From 1989 to 2004, he served as the general manager of Jinjiang Weixin
Knitters Factory (& VLAE(S #H48MK). From 1996 to 2004, he also worked in the Jinjiang
branch office of the China Life Insurance Company Limited (4 B A\ 73 PR B A BRA 7 #1157
/v H]) as the general manager of the sales department, where he was recognised as Pioneer of
Sales and Marketing (& #51%1%) from 1998 to 2000 and Outstanding Supervisor for the year
2002. He joined our Group on 1 March 2004 as the manager of the group ordering
department of Lilang Fujian. He is also the general manager of Wuli Industrial Park of
Lilang China, the manager of the group ordering department of Lilang China and the head
of the administration department of Lilang China.

Ms. Chen Zhi Mei (BiaH§/MIiL), aged 28, is the assistant to the vice president of the
sales and marketing department of our Group. She completed a programme in law at
Xiamen University (JEFJKE) in June 2000 and an advanced programme of excellent
corporate operation and management (584 ZE KR8 = MGRFEWHEPE) from the School
of Continuing Education of Tsinghua University (i K242 F 2 B) in February
2006. She joined our Group on 8 June 2001 as the office clerk in Lilang Fujian. From 2002
to 2005, she worked as the office head, customer service specialist, logistics invoice officer,
customer service supervisor and secretary to the head of sales and marketing department of
Lilang Fujian. From 2005 to 2007, she had worked as the assistant to the vice president of
the sales and marketing department of Lilang China and the assistant to the head of Lilang
Fujian.
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Since 2007, she has worked as the assistant to the vice president of Lilang Fujian and
assistant to the vice president of the sales and marketing department of Lilang China.

Mr. Huang Ming Hai (3§ WI¥#54), aged 34, is the assistant to the chief financial
officer of our Group. He completed an advanced programme of excellent corporate
operation and management (5 ZELCEE M S FGRFEDIEHE) from the School of
Continuing Education of Tsinghua University (i§#ERKZ2EHZ T £ PB5) in February 2006
and is currently attending a programme in financial management at the Adult Education
College of Huaqiao University (¥&K#£), and is attending an advanced programme in
financial leadership development (WA%54EH = MIHEILHAFE) at Commerce College of
Huagiao University (¥{&K%£). He joined our Group on 24 April 1995. From 1995 to
2001, he worked as the tax preparer, invoice management officer and chief accountant in
Jinjiang Xiaosheng and Lilang Fujian. From 2001 to 2005, he worked as the general
accountant and accounting supervisor in Lilang Fujian. From 2005 to 2007, he worked as
the deputy manager of the finance department of Lilang Fujian and the deputy department
head of the finance department of Lilang China.

Since 2007, he has worked as the assistant to the chief financial officer of Lilang China.
COMPANY SECRETARY

Our company secretary is Mr. Yu Cheeric. He is employed by us on a full-time basis.
Please refer to his biographical details in the sub-section “Directors and senior management
— senior management”.

BOARD COMMITTEES
Audit committee

Our Company established an audit committee on 12 September 2008 with written terms
of reference in compliance with the Listing Rules. The primary duties of the audit
committee are to review and supervise the financial reporting process and internal control
systems of our Group.

The audit committee comprises Dr. Lu Hong Te, Mr. Chen Tien Tui and Mr. Nie Xing.
Mr. Nie Xing is the chairman of the audit committee.

Remuneration committee

Our Company established a remuneration committee on 12 September 2008 with
written terms of reference in compliance with the code provisions of the Code of Corporate
Governance Practices set out in Appendix 14 to the Listing Rules. The functions of this
committee include the formulation and the recommendation to the Board on our Group’s
policy and structures for all remuneration of our Directors and senior management of our
Group, the establishment of a formal and transparent procedure for developing policy on
remuneration, the determination of specific remuneration packages of all executive
Directors and senior management in the manner specified in the terms of reference, the
recommendation to the Board of the remuneration of non-executive Directors, review and
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approval of performance-based remuneration, and review and recommendation to our
Shareholders as to the fairness and reasonableness of the terms of any Director’s service
agreement which is subject to the prior approval of our Sharcholders in general meeting
pursuant to the Listing Rules.

The remuneration committee comprises Mr. Wang Cong Xing, Mr. Nie Xing and Mr.
Chen Tien Tui. Mr. Wang Cong Xing is the chairman of the remuneration committee.

Compliance adviser

Our Company expects to appoint Piper Jaffray Asia Limited as our compliance adviser
pursuant to Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules,
the compliance adviser will advise our Company in the following circumstances:

(1) before the publication of any regulatory announcement, circular or financial
report;

(i1) where a transaction, which might be of a notifiable or connected transaction, is
contemplated including but not limited to share issues and share repurchases;

(iii)) where our Company proposes to use the proceeds of the Global Offering in a
manner different from that detailed in this prospectus or where the business
activities, developments or results of operation of our Group deviate from any
forecast, estimate, or other information in this prospectus; and

(iv) where the Stock Exchange makes an enquiry of our Company regarding unusual
movements in the price or trading volume of the Shares.

The term of the appointment will commence on the Listing Date and end on the date
on which our 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.

REMUNERATION OF DIRECTORS AND HIGHEST PAID INDIVIDUALS DURING
THE TRACK RECORD PERIOD

For the three financial years ended 31 December 2006, 2007 and 2008 and the six
months ended 30 June 2009, the aggregate of the emoluments paid and benefits in kind
(including discretionary bonuses) granted to our Directors by us and our subsidiaries was
RMBI1.1 million, RMBI1.2 million, RMB2.5 million and RMB1.2 million, respectively.

During the Track Record Period, no amount was paid or payable by the Group to the
directors as an inducement to join or upon joining the Group or as compensation for loss of
office. There was no arrangement under which a director waived or agreed to waive any
remuneration during the Track Record Period.

Save as disclosed in this prospectus, no other emoluments have been paid, or are
payable, in respect of the three financial years ended 31 December 2006, 2007 and 2008 and
the six months ended 30 June 2009 by us to our Directors.
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Under the arrangements currently in force, we estimate that the aggregate of the
remuneration payable to, and benefits in kind receivable by, our Directors (excluding
discretionary bonus) for the financial year ending 31 December 2009 will be approximately
RMB3.6 million.

For additional information on Directors’ remuneration during the Track Record
Period as well as information on the highest paid individuals, please refer to notes 6 and 7
to our consolidated financial statements, included in the accountants’ report set out in
Appendix I to this prospectus.
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SUBSTANTIAL SHAREHOLDERS

Immediately following completion of the Global Offering and the Capitalisation Issue
(but without taking account of any Shares which may be taken up or acquired under the
Global Offering and any Shares which may be allotted and issued upon the exercise of the
Over-allotment Option and the options which have been or may be granted under the Pre-
IPO Share Option Scheme and the Share Option Scheme), the following persons will have
an interest or a short position in the Shares or underlying Shares which would fall to be
disclosed to our Company under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or, will be, directly or indirectly, interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general meetings of any
other members of our Group:

Approximate
Company/Name Capacity/nature ~ Number and class percentage of
Name of shareholder of Group member of interest of securities" shareholding
Xiao Sheng Our Company Beneficial owner 661,500,000 55.13%
International Shares (L)
Ming Lang Our Company Beneficial owner 148,500,000 12.38%
Investments Shares (L)
Notes:

(1) The letter “L” denotes the person’s long position in the Shares of our Company or the relevant
Group member.

(2) These Shares will be held by Xiao Sheng International. Xiao Sheng International is owned as to
25.5% by each of the Wang Brothers, 8% by Mr. Cai Rong Hua, 5% by Hu Cheng Chu, 3% by each
of Wang Ru Ping and Pan Rong Bin, 2% by Mr. Chen Wei Jin, 1% by each of Mr. Wang Qiao Xing
and Ms. Chen Yu Hua and 0.5% by Mr. Xu Tian Min.

(3) These Shares will be held by Ming Lang Investments. Ming Lang Investments is owned as to 25.5%
by each of the Wang Brothers, 8% by Mr. Cai Rong Hua, 5% by Hu Cheng Chu, 3% by each of
Wang Ru Ping and Pan Rong Bin, 2% by Mr. Chen Wei Jin, 1% by each of Mr. Wang Qiao Xing
and Ms. Chen Yu Hua and 0.5% by Mr. Xu Tian Min.

Save as disclosed herein, our Directors are not aware of any persons who will,
immediately following completion of the Global Offering and the Capitalisation Issue (but
without taking account of any Shares which may be taken up or acquired under the Global
Offering and any Shares which may be allotted and issued upon the exercise of the Over-
allotment Option and the options which have been or may be granted under the Pre-IPO
Share Option Scheme and the Share Option Scheme), have an interest or a short position in
the Shares or underlying Shares which would fall to be disclosed to our Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or, will be, directly or indirectly,
interested in 10% or more of the nominal value of any class of share capital carrying rights
to vote in all circumstances at general meetings of any other members of our Group. Our
Directors are not aware of any arrangement which may at a subsequent date result in a
change of control of our Company.
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The authorised and issued share capital of our Company is as follows:

Authorised capital HK$

100,000,000,000 Shares 10,000,000,000

Assuming the Over-allotment Option is not exercised, the share capital of our
Company immediately following completion of the Global Offering and the Capitalisation
Issue will be as follows:

Shares issued and to be issued, fully-paid or credited as fully-paid:
2,000,000 Shares in issue 200,000

898,000,000 Shares to be issued pursuant to the 89,800,000
Capitalisation Issue

300,000,000 Shares to be issued pursuant to the 30,000,000
Global Offering

Total:

1,200,000,000 Shares 120,000,000

Assuming the Over-allotment Option is exercised in full, the share capital of our
Company immediately following the Global Offering and the Capitalisation Issue will be as
follows:

Shares issued and to be issued, fully-paid or credited as fully-paid:
2,000,000 Shares in issue 200,000

898,000,000 Shares to be issued pursuant to the 89,800,000
Capitalisation Issue

345,000,000 Shares to be issued pursuant to the 34,500,000
Global Offering

Total:

1,245,000,000 Shares 124,500,000
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Assumptions

The above tables assume that the Global Offering becomes unconditional and the issue
of Shares pursuant to the Global Offering and the Capitalisation Issue is made.

Unless otherwise specified above, they do not take into account any (a) Shares which
may be allotted and issued pursuant to the exercise of the Over-allotment Option or options
which have been granted under the Pre-IPO Share Option Scheme or options which may be
granted under the Share Option Scheme; or (b) any Shares which may be allotted and issued
or repurchased by our Company pursuant to the general mandates given to our Directors to
allot and issue or repurchase Shares as referred below.

Ranking

The Offer Shares and the Shares that may be issued pursuant to the Over-allotment
Option rank pari passu with all existing Shares in issue on the date of the allotment and
issue of such Shares, and in particular will be entitled to all dividends or other distributions
declared, made or paid after the date of this prospectus except for the Capitalisation Issue.

Share Option Schemes

Our Company has adopted the Pre-IPO Share Option Scheme on 12 September 2008,
under which options to subscribe in aggregate for 9,611,100 Shares at 80% of the final Offer
Price were outstanding as at the date of this prospectus, representing approximately 0.79%
of the issued share capital of our Company immediately after completion of the Global
Offering and the Capitalisation Issue as enlarged by issue of Shares pursuant to the exercise
of all options granted under the Pre-IPO Share Option Scheme assuming that all such
options are exercised in full, but without taking into account any Shares which may fall to
be allotted and issued upon the exercise of the Over-allotment Option and any options
which may be granted under the Share Option Scheme. Details of the Pre-IPO Share Option
Scheme and the options granted thereunder are set out in “Appendix VI — Statutory and
General Information — Other Information — Pre-IPO Share Option Scheme” to this
prospectus.

Our Company has also conditionally adopted the Share Option Scheme on 4
September 2009. Under the Share Option Scheme, the eligible participants of the scheme,
including directors, full-time employees of and advisers and consultants to our Company or
our subsidiaries may be granted options which entitle them to subscribe for Shares, when
aggregated with options granted under any other scheme, representing initially not more
than 10% of the Shares in issue on the Listing Date. Further details of the rules of the Share
Option Scheme are set out in “Appendix VI — Statutory and General Information — Other
Information — Share Option Scheme” to this prospectus.
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GENERAL MANDATE TO ISSUE SHARES

Our Directors have been granted a general unconditional mandate to allot, issue and
deal with Shares with an aggregate nominal value of not more than the sum of:

(a) 20% of the aggregate nominal value of the share capital of our Company in issue,
excluding the Shares which may be issued pursuant to the Over-allotment Option,
immediately following completion of the Global Offering and the Capitalisation
Issue; and

(b) the aggregate nominal value of share capital of our Company repurchased by our
Company, if any, under the general mandate to repurchase Shares referred to
below.

The aggregate nominal value of the Shares which our Directors are authorised to allot
and issue under this mandate will not be reduced by the allotment and issue of Shares under
a rights issue, scrip dividend scheme or similar arrangement in accordance with the Articles
of Association, or pursuant to the exercise of options which were granted under the Pre-IPO
Share Option Scheme or may be granted under the Share Option Scheme or under the
Global Offering or the Capitalisation Issue or upon the exercise of the Over-allotment
Option.

This mandate will expire at the earliest of:
e the conclusion of our Company’s next annual general meeting; or

e the expiration of the period within which our Company is required by law or its
Articles of Association to hold its next annual general meeting; or

e when varied, revoked or renewed by an ordinary resolution of our Shareholders in
general meeting.

For further details of this general mandate, please refer to “Appendix VI — Statutory
and General Information — Further Information about our Company — Resolutions in
writing of the Shareholders passed on 12 September 2008 and 4 September 2009” to this
prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Our Directors have been granted a general unconditional mandate to exercise all the
powers of our Company to repurchase Shares with an aggregate nominal value of not more
than 10% of the aggregate nominal amount of the share capital of our Company in issue
following the completion of the Global Offering and the Capitalisation Issue (excluding
Shares which may to be issued pursuant to the exercise of the Over-allotment Option).

This mandate only relates to repurchases made on the Stock Exchange, or any other
stock exchange on which the Shares are listed (and which is recognised by the SFC and the
Stock Exchange for this purpose), and which are made in accordance with all applicable
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laws and requirements of the Listing Rules. Further information required by the Stock
Exchange to be included in this prospectus regarding the repurchase of Shares is set out in
“Appendix VI — Statutory and General Information — Further Information about our
Company — Securities Repurchase Mandate” to this prospectus.

This mandate will expire at the earliest of:
e the conclusion of our Company’s next annual general meeting; or

e the expiration of the period within which our Company is required by law or its
Articles of Association to hold its next annual general meeting; or

e when varied, revoked or renewed by an ordinary resolution of our Shareholders in
general meeting.

For further details of this general mandate are set out in “Appendix VI — Statutory
and General Information — Further Information about our Company — Resolutions in
writing of the Shareholders passed on 12 September 2008 and 4 September 2009” to this
prospectus.
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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 for the years ended
31 December 2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009 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 of and for the six months ended 30 June 2008 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. Qur 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 PRC menswear brands. According to a market study report
we commissioned from Frost & Sullivan, our LILANZ brand (which was known as
LILANG prior to September 2008) ranked first in terms of retail sales for the years ended
31 December 2007 and 2008 within the mainstream PRC brands market, which comprises
second and lower tier cities, and accounted for approximately 29.0% and 31.3% of the
menswear market by retail sales in the PRC in 2007 and 2008, respectively. See “Industry
Overview — The PRC Menswear Market” for a further discussion. In 2007 and 2008,
Forbes China magazine recognised Lilang China as one of “China’s Best Small & Medium-
sized Enterprises”. As an integrated fashion enterprise, we design, source, manufacture and
sell high-quality business and casual apparel for men. We offer our customers designs for all
seasons under our LILANZ brand. Our menswear products are designed for business and
casual purposes and primarily target customers between the ages of 28 and 45. Our products
include suits, jackets, shirts, trousers, sweaters and accessories and are broadly divided into
business formal, business causal, fashion casual and sports. Our products are sold across an
extensive distribution network, covering 31 provinces, autonomous regions and
municipalities in the PRC.

We sell substantially all of our products on a wholesale basis to distributors who
subsequently sell our products to end customers through retail outlets operated by
themselves or their sub-distributors, all of whom are Independent Third Parties as of the
Latest Practicable Date. Under our wholesale business model, we do not have direct
contractual relationship with the sub-distributors appointed by our distributors. Along with
this wholesale business model, we opened and have been operating a flagship store in
Jinjiang, our first retail outlet which was established in February 2008. All retail outlets
operate under the LILANZ brand and are required to sell our products exclusively. As at 30
June 2009, 53 distributors operated or subcontracted the operation of 2,456 retail outlets.
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We design our products in-house under the direction of Mr. Ji Wen Bo, one of the
PRC’s top fashion designers over than 20 years of experience in the fashion industry. We
manufacture a portion of our apparel at our own production facilities in Jinjiang, Fujian
and outsource the rest to OEM contractors. We also outsource the production of our
accessory products.

We have grown rapidly during the Track Record Period. Our turnover grew from
RMB418.2 million for the year ended 31 December 2006 to RMB885.9 million for the year
ended 31 December 2007, and to RMB1,135.7 million for the year ended 31 December 2008.
Our turnover grew from RMB483.9 million for the six months ended 30 June 2008 to
RMB600.2 million for the six months ended 30 June 2009. Our profit attributable to equity
shareholders increased from RMB32.6 million for the year ended 31 December 2006 to
RMB96.5 million for the year ended 31 December 2007, and to RMB154.1 million for the
year ended 31 December 2008. Our profit attributable to equity shareholders increased from
RMB69.3 million for the six months ended 30 June 2008 to RMB90.0 million for the six
months ended 30 June 2009.

BASIS OF PRESENTATION

Our Company was incorporated in the Cayman Islands on 2 January 2008 as an
exempted company with limited liability under the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The companies that took part in the
Reorganisation, which was completed on 12 September 2008, were controlled by the same
group of equity holders before and after the Reorganisation. Since there was a continuation
of the risks and benefits to the controlling party, the Reorganisation is considered as a
business combination under common control. The financial information of our Group for
the Track Record Period as set forth in “Appendix I — Accountants’ Report” to this
prospectus has been prepared under the merger basis of accounting as if our Group had
been in existence since 1 January 2006 (or where a company included in our Group was
established after 1 January 2006, since the date of its establishment). The net assets of the
combining companies are consolidated using the existing book values from this group of
equity holders’ perspective.

The consolidated income statements, the consolidated statements of comprehensive
income, the consolidated statements of changes in equity and the consolidated cash flow
statements of our Group for the Track Record Period as set forth in “Appendix I —
Accountants’ Report” to this prospectus include the results of operations of the companies
now comprising our Group for the Track Record Period (or where the companies were
established/incorporated at a date later than 1 January 2006, for the period from the date of
establishment/incorporation to 30 June 2009). The consolidated balance sheets of our
Group as at 31 December 2006, 2007 and 2008 and 30 June 2009 have been prepared to
present the consolidated assets and liabilities of our Group as at those dates. Intra-group
balances and transactions and any unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated financial information of our Group.
Unrealised losses resulting from intra-group transactions are eliminated in the same way as
unrealised gains but only to the extent that there is no evidence of impairment.
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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.

Levels of per capita disposable income and consumer spending in the PRC

We conduct all of our operations in the PRC. Economic growth in the PRC helps to
drive the level of disposable income and consumer spending, which, in turn, affects the level
of demand for our products. The PRC has experienced significant economic growth in
recent years, achieving a CAGR for GDP of approximately 18.4% from 2001 through 2008
based on data from the NBS. According to the NBS, per capita annual disposable income of
urban households, whose occupants make up the primary end customers for our products,
grew from approximately US$829 in 2001 to approximately US$2,271 in 2008, representing
a CAGR of approximately 15.5%. We believe that as disposable income has increased in the
PRC, consumer spending has also increased. From 2001 through 2008, total retail sales of
consumer goods grew by a CAGR of approximately 17.0%, according to data from the
NBS. Furthermore, we believe that consumers in the PRC tend to be more fashion
conscious and spend more on brand name products as their disposable income increases.
We expect that our results of operations will continue to be significantly affected by the
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. See “Risk
Factors — Fluctuations in consumer spending caused by changes in macroeconomic
conditions in the PRC may significantly affect our business, financial condition, results of
operations and prospects.”

Business performance of our distributors and our ability to supervise and manage them

We sell our products to retail customers through our distributors or their sub-
distributors. Our ability to increase sales is directly affected by the performance of our
distributors and their sub-distributors and, in particular, the number of retail outlets that
our distributors and their sub-distributors operate to sell our products.
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The table below sets forth the number of our distributors and retail outlets they and
their sub-distributors operated at the dates indicated and our turnover for the periods
indicated.

As at and for the As at and for the
years ended six months ended
31 December 30 June
2006 2007 2008 2008 2009
Number of distributors at the end
of the period . .. ... ... ... ... 27 28 51 37 53
Number of distributors added
during the period. . ...... ... 12 1 23 9 4
Number of distributors terminated
during the period. . ...... ... 7 0 0 0 2
Number of sub-distributors at the end
of the period . . . ... ....... ... 1,338 1,245 1,257 1,241 1,185
Number of sub-distributors added
during the period. . ... ... ... 422 183 156 82 47
Number of sub-distributors
terminated during the period. . . 146 276 144 86 119
Number of retail outlets at the end
of the period . . .. ............ 2,002 2,186 2,491 2,299 2,456
Number of retail outlets added
during the period. . ...... ... 802 634 577 238 148
Number of retail outlets terminated
during the period® ... ... ... 217 450 272 125 183
Turnover (RMB million) . . . . . .. .. 418.2 8859 11,1357  483.9% 600.2

(1) Includes those retail outlets that were relocated to different locations within the distribution
network at the discretion of the relevant distributors or sub-distributors and those smaller retail
outlets that were terminated and replaced by larger retail outlets.

(2)  The turnover for the six months ended 30 June 2008 is an unaudited figure.

We aim to increase the number of retail outlets to approximately 2,600 by the end of
2009. If our distributors do not continue to add new retail outlets, either by themselves or
through their sub-distributors, or are otherwise unsuccessful in selling our products or we
fail to effectively supervise and manage our distributors, their sub-distributors or the retail
outlets they operate, our results of operations may be materially and adversely affected. See
“Risk Factors — Risks Relating to Our Business — Our business may be negatively affected
if our distributors or their sub-distributors fail to comply with our retail policies”, “Risk
Factors — Risks Relating to Our Business — We may be unable to implement and manage
future rapid growth and expansion”, “Business — Sales — Management of Distributors”
and “Business — Sales — Management of Retail Outlets”.
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In addition, we rely on a small number of distributors for the sales of our products and
our failure to maintain relationships with our major distributors may materially and
adversely affect our results of operations. See “Risk Factors — Risks Relating to Our
Business — We rely on a small number of distributors for the sales of our products and our
failure to renew distributorship agreements with our major distributors or a breach of such
distributorship agreements by them may materially and adversely affect our results of
operations”.

Ability to maintain brand recognition

We believe that brand recognition plays a crucial role in influencing customers’
purchasing decisions. In addition, brand recognition is an important factor in our
determination of the price of our products, which directly impacts our results of operations.
We promote and maintain our brand name and image primarily through advertising and
promotional activities and the introduction of stylish and quality designs aimed at meeting
changing consumer tastes and preferences. For the years ended 31 December 2006, 2007 and
2008 and the six months ended 30 June 2008 and 2009, our advertising and promotional
expenses accounted for 7.3%, 9.9%, 11.2%, 10.9% and 7.3% of our turnover, respectively.
We also plan to co-operate with our distributors to open flagship stores in major cities
throughout the PRC, which we believe will allow us to further promote our brand by
showcasing our complete line of products to customers. If we are unable to successfully
maintain and promote our brand, our business and results of operations may be materially
and adversely affected.

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. 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. See also
“Risk Factors — Risks Relating to Our Business — Our business is susceptible to seasonal
fluctuations and extreme or unseasonable weather conditions”.

Our business is also susceptible to extreme or unseasonable weather conditions, which
could have a material adverse effect on our results of operations and financial condition.
For example, extended periods of unseasonably warm temperatures during the winter
season or cool weather during the summer season could render a portion of our inventory
incompatible with such unseasonable conditions. We are in the process of adjusting our
product mix and broadening our product offerings to mitigate any adverse effects caused by
unseasonable weather conditions. We cannot guarantee, however, that these efforts will be
effective.
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Competition

The menswear industry in the PRC is highly competitive with an increasing number of
local and international players. We believe that we compete on the basis of brand image,
design, product mix, quality, price, customer service and the breadth of our retail network.
International brands traditionally dominate the high-end market, but local brands have
advantages in price and sales network and are increasingly competitive in mid- to high-end
markets. Our major competitors include, among others, Septwolves, Firs and Baoxiniao.
We believe that the intense competition in the PRC menswear industry will continue in the
future and our business and results of operations will be significantly affected by our ability
to remain competitive in this industry.

External production arrangements

We outsource to external OEM contractors the production of our accessories, products
that require special production capabilities, such as leather goods, and certain of our
apparel products, especially those that we believe require less special skills and have less
proprietary designs, such as certain sweaters, trousers, T-shirts and suits. All of our OEM
products are manufactured under the brand name of LILANZ. Outsourced products
represented 34.0%, 45.7%, 42.9%, 42.9% and 63.8% of our turnover for the years ended 31
December 2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009. The
increase in outsourced products to 63.8% of our turnover for the six months ended 30 June
2009 primarily reflected increased sales of T-shirts and other products requiring less
specialised production skill in the first half of 2009 as the distributors placed more orders
for these products. We believe that our outsourcing arrangements allow us to leverage the
expertise and resources of OEM contractors, and are also helpful in responding to tight
schedules, especially during peak production seasons. See “Business — Production —
Outsourcing” for further details on our outsourcing. However, our reliance on external
OEM contractors exposes us to risks relating to the disruption of outsourced products
manufactured by these contractors and if we are unable to maintain sufficient OEM
production capacity, our business and results of operations may be materially and adversely
affected. See “Risk Factors — Risks Relating to Our Business — We rely on our OEM
contractors for the production of a significant portion of our products and any material
disruption of outsourced products from our OEM contractors would materially and
adversely affect our business and results of operations”.

In addition, starting in 2007, we subcontracted certain production processes of a small
portion of our products to other manufacturers and incurred subcontracting expenses of
RMB1.6 million, RMB13.6 million, RMB3.3 million and RMBS5.8 million in 2007, 2008 and
the six months ended 30 June 2008 and 2009, respectively. Unlike OEM purchases, we
provide raw materials to the sub-contractors for the production of these products. We
believe that these sub-contracting arrangements allow us to leverage the expertise and
resources of these sub-contactors and provide us with more flexibility in responding to tight
schedules, while at the same time enabling us to control the quality of the raw materials
used as well as certain key production processes of these products. We are still evaluating
the costs and benefits of subcontracting and may use more of these arrangements going
forward.

- 169 -



FINANCIAL INFORMATION

Taxation

Our PRC subsidiaries are subject to PRC income tax. In 2006 and 2007, the normal
statutory PRC enterprise income tax rate and local income tax rate were 30% and 3%,
respectively, of the assessable income as determined in accordance with the relevant PRC
income tax rules and regulations. However, PRC national and local tax laws provide for
various types of preferential tax treatments applicable to different enterprises.

Lilang Fujian is a foreign investment enterprise engaged in manufacturing activities in
the PRC and was entitled to a preferential tax rate of 27% during 2006 and 2007. Effective 1
January 2008, the applicable tax rate for Lilang Fujian is 25% pursuant to the New Income
Tax Law.

Lilang China is a foreign investment enterprise engaged in manufacturing activities in
the PRC and was entitled to a preferential tax rate of 27% during 2006 and 2007. Effective 1
January 2008 and without taking into account any tax concessions, the applicable tax rate
for Lilang China is 25% pursuant to the New Income Tax Law. Lilang China is also entitled
to tax concessions whereby the profit for the first two financial years beginning with the
first profit-making year is exempted from enterprise income tax in the PRC and the profit
for each of the subsequent three years is taxed at 50% of the prevailing tax rate. Pursuant to
Article 77 of the Rules for the Implementation of the Income Tax Law of the People’s
Republic of China for Enterprises with Foreign Investment and Foreign Enterprises ({13 A
B LA B A0 s £ A JE R AR A ZE T BUA B A A), Lilang China  elected to treat
calendar year 2007 as the first year to enjoy the above-stated tax concessions even
though it commenced operations, and recorded assessable profits, in 2006. Accordingly,
Lilang China was exempted in 2007 and 2008, from PRC enterprise income tax and the
applicable rate from 1 January 2009 to 31 December 2011 will be 12.5%. From 1 January
2012, the applicable tax rate for Lilang China will be 25%. The above-stated tax
concessions enjoyed, or to be enjoyed, by Lilang China were approved by the Jinjiang State
Tax Bureau on 16 January 2007.

Lilang Xiamen is a foreign investment enterprise engaged in manufacturing activities
and established in Xiamen Special Economic Zone and is subject to PRC enterprise income
tax at a rate of 18% in 2008, 20% in 2009, 22% in 2010, 24% in 2011 and 25% in 2012.
Lilang Xiamen is also entitled to tax concessions whereby the profit for the first two
financial years beginning from 1 January 2008 (on which the New Income Tax Law became
effective) is exempted from income tax in the PRC and the profit for each of the subsequent
three years is taxed at 50% of the prevailing tax rate. Accordingly, Lilang Xiamen has been
exempted from PRC enterprise income tax in 2008 and will be exempted from PRC
enterprise income tax in 2009. According to the current applicable laws and regulations.
The applicable tax rate for Lilang Xiamen will be at 11.0% in 2010, 12.0% in 2011, 12.5%
in 2012 and 25% beginning 1 January 2013.

The New Income Tax Law which became effective on 1 January 2008 revokes most

preferential tax treatments for foreign-invested enterprises and adopts a unified income tax
rate of 25% on most domestic enterprises and foreign-invested enterprises. Some of the
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existing preferential tax treatments for foreign-invested enterprises, however, will be
permitted during a transition period of up to five years following the effective date of the
New Income Tax Law.

Further, under the New Income Tax Law and its implementing rules, enterprises
established outside the PRC with their de facto management bodies located within the PRC
may be considered a PRC resident enterprise and subject to PRC enterprise income tax on
their global income at the rate of 25%. Since most of our management is currently located
in the PRC, we may be subject to PRC income tax at the rate of 25% on our global income.
In certain circumstances, dividends received by a PRC resident enterprise from another
PRC resident enterprise may be exempted from this tax, but there is no guarantee that we
will qualify for this exemption.

Moreover, under the New Income Tax Law and its implementing rules, dividends
payable to foreign investors that are non-resident enterprises (enterprises that do not have
an establishment or place of business in the PRC, or that have such an establishment or
place of business but the relevant income is not effectively connected with the establishment
or place of business) are 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. Under grandfathering provisions, dividends declared
and remitted out of the PRC from retained earnings as at 31 December 2007 are exempted
from withholding tax. As such, we were liable for withholding tax on dividends distributed
from our PRC subsidiaries in respect of profits generated since 1 January 2008. Pursuant to
a tax arrangement between the PRC and Hong Kong, companies incorporated in Hong
Kong may be subject to withholding taxes at a rate of 5% on dividends they receive from
their PRC subsidiaries in which they directly hold at least 25% equity interests. As
dividends from our PRC subsidiaries will be paid to us through Lilang International, our
Hong Kong subsidiary, those dividends may be subject to a withholding tax at the rate of
5%.

Termination or revision of any of the preferential tax treatments that our PRC
subsidiaries currently enjoy may have a material adverse effect on our results of operations.

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 apply estimates and judgments on matters that are
inherently uncertain. The following sections discuss the accounting policies applied in
preparing our financial information that we 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.
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Property, plant and equipment

Property, plant and equipment are stated in the balance sheets at cost less accumulated
depreciation and impairment losses. The cost of self-constructed items of property, plant
and equipment includes cost of materials, direct labour, the initial estimate, where relevant,
of the costs of dismantling and removing the items and restoring the site on which they are
located, and an appropriate proportion of production overheads.

No depreciation is provided in respect of construction in progress. Upon completion
and commissioning for operation, depreciation will be provided at the appropriate rates
specified below. Major expenditures for improvements and renewals are recognised as
separate assets. All ordinary repair and maintenance costs are expensed as incurred.

Depreciation is calculated to write off the cost of items of property, plant and
equipment, less their estimated residual value, if any, using the straight-line method over
their estimated useful lives as follows:

— Buildings held for our own use which are situated on leasehold land are
depreciated over the shorter of the unexpired term of lease and their estimated
useful lives, being no more than 40 years after the date of completion.

— Plant and machinery Ten years
— Motor vehicles Five years
— Furniture and fixtures Five years
—  Office equipment Five years
— Leasehold improvements Shorter of five years or remaining

term of the lease

We review annually the useful life of an asset and its residual value, if any, based on
our historical experience with similar assets and taking into account anticipated technology
changes. We will adjust depreciation expense for future periods if there are significant
changes from previous estimation.

An asset’s carrying amount is written down immediately to its estimated recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an item of property, plant
and equipment are determined as the difference between the net disposal proceeds and the
carrying amount of the item and are recognised in income statements on the date of
retirement or disposal.
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Income taxes

Determining income tax provisions involves judgment on the future tax treatment of
certain transactions and interpretation of tax rules. We have carefully evaluated tax
implications of transactions 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.

Deferred tax assets are recognised for tax losses not yet used and temporary deductible
differences. As those deferred tax assets can only be recognised to the extent that it is
probable that future profit will be available against which the unused tax credit can be
utilised, our judgment is required to assess the probability of future taxable profits. Our
assessment is constantly reviewed and additional deferred tax assets are recognised if it
becomes probable that future taxable profits will allow the deferred tax asset to be
recovered.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined
using the weighted average method. The cost of finished goods comprises raw materials,
labour and other direct costs and related production overhead based on normal operating
capacity. Net realisable value is the estimated selling price in the ordinary course of
business, less applicable variable selling and distribution expenses.

We carry out physical stock counts from time to time to identify obsolete or damaged
goods. We perform regular reviews of the carrying amounts of inventories with reference to
aged inventories analysis, projections of expected future saleability of goods and
management experience and judgment. Based on this review, write-down of inventories
will be made when the carrying amounts of inventories decline below their estimated net
realisable value and such policy has been consistently applied by us throughout the Track
Record Period. Due to changes in market conditions, actual saleability 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 and
costs, if applicable, can be measured reliably, revenue is recognised in income statements as
follows:

Sale of goods. We recognise revenue when the distributor has accepted the related
risks and rewards of ownership (i.e., when the goods are shipped to the distributors, who
pay for the transportation costs). Revenue excludes value added tax or other sales taxes and
is after deduction of any trade discounts.

Interest income. We recognise interest income as it accures using the effective interest
method.
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Government grants. (Government grants are recognised in the balance sheet initially
when there is reasonable assurance that they will be received and that we will comply with
the conditions attaching to them. Grants that compensate us for expenses incurred are
recognised as revenue in income statements on a systematic basis during the periods in
which the expenses are incurred. Grants that compensate us for the cost of an asset are
deducted in arriving at the carrying amount of the asset and consequently recognised in
income statements over the useful life of the asset. Unconditional discretionary government
grants from the local PRC government authorities are recognised in income statements as
other income on a cash receipt basis.

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated
at amortised cost less impairment losses for bad and doubtful debts, except where the
receivables are interest-free loans made to related parties without any fixed repayment
terms or the effect of discounting would be immaterial. In such cases, the receivables are
stated at cost less impairment losses for bad and doubtful debts.

Trade and other receivables that are carried at cost or amortised cost are reviewed at
each balance sheet date to determine whether there is objective evidence of impairment.
Significant financial difficulties of the debtor, probability that the debtor will enter into
bankruptcy or financial reorganisation, and default or delinquency in payments are
considered indicators that the trade receivable is impaired. The amount of the impairment
provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the original effective interest rate. The carrying
amount of the assets is reduced through the use of an allowance account, and the amount of
the loss is recognised in income statements as administrative expenses. Trade and other
receivables are written off against the allowance after all means of collection have been
exhausted and the potential for recovery is considered remote. Subsequent recoveries of
amounts previously written off are credited against administrative expenses in income
statements.
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PRINCIPAL INCOME STATEMENT COMPONENTS

Turnover

We generate turnover primarily from the wholesale sales of our products to our
distributors. Apparel generally accounts for substantially all of our turnover, representing
more than 95% of our turnover for each of the years ended 31 December 2006, 2007, 2008
and the six months ended 30 June 2008 and 2009. The following table sets forth our
turnover, cost of sales, gross profit, gross profit margin, number of units sold and average
unit selling price for our apparel and accessories during the Track Record Period:

Years ended 31 December

Six months ended 30 June

2006 2007 2008 2008 2009
Apparel Accessories Total ~ Apparel Accessories Total  Apparel Accessories Total Apparel  Accessories  Total'? Apparel  Accessories  Total
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

Turnover. . . ........ 416,139 2,056 418,195 872,382 13,539 885,921 1,096,289 39,395 1,135,684 476,956 6,989 483,945 571,008 29,168 600,176
Cost of sales. . ...... (321,068) (1,947) (323.015) (642,078) (9.942) (652,020) (765.027)  (26,600) (791.627)  (335,053) (4,726)  (339.779)  (403,193)  (20,148)  (423.341)
Gross profit. . ... . ... 95,071 109 95,180 230,304 3,597 233,901 331,262 12,795 344,057 141,903 2,263 144,166 167.815 9,020 176,835
Gross profit margin . .. 22.8% 53%  22.8%  26.4% 26.6%  26.4%  302% 32.5%  30.3% 29.8% 32.4% 29.8% 29.4% 30.9% 29.5%
Number of units sold. . .3.462,000 133,000 3.595.000 7.261,000 286,000 7,547,000 7.718.000 469,000 8,187.000  3.758,000 96,000  3.854.000  4.458,000 340,000  4.798.000
Average unit selling

price (in RMB)" . . 120 15 116 120 47 117 142 84 139 127 73 126 128 86 125

Notes:

(1) Average unit selling price is calculated by dividing the turnover for the year/period by the number of
units sold. While this is the average unit selling price, the price per unit may vary depending on the

type of apparel and accessories.

)

unaudited financial statements.

The turnover, cost of sales and gross profit for the six months ended 30 June 2008 are derived from

The following table sets forth our turnover by sales region during the Track Record

Period:
Years ended 31 December Six months ended 30 June
2006 2007 2008 2008 2009
(RMB % of (RMB % of (RMB % of (RMB % of (RMB % of
million) turnover million) turnover million) turnover million) turnover million) turnover
Region
Northern PRC™"V. . ... ... .. 26.5 6.3 81.1 9.1 80.5 7.1 36.1 7.5 40.6 6.8
North Eastern PRC® . . . ... 30.7 7.3 95.5 10.8 114.2 10.0 46.9 9.7 53.9 9.0
Eastern PRC® . .. ... ... .. 204.2 48.9 357.0 40.3 417.6 36.8 184.0 38.0 217.0 36.2
Central and Southern PRC® . 87.8 21.0 169.7 19.2 254.9 22.4 102.1 21.1 144.9 24.1
South Western PRC® . . . . .. 46.7 11.2 123.9 14.0 181.2 16.0 78.0 16.1 92.2 15.3
North Western PRC®. . .. .. 22.3 5.3 58.7 6.6 87.3 7.7 36.8 7.6 51.6 8.6
Total. . ................ 418.2 100.0 885.9 100.0  1,135.7 100.0 483.9 100.0 600.2 100.0
Notes
(1) Northern PRC includes Beijing, Hebei, Shanxi, Tianjin and Inner Mongolia.
(2) North Eastern PRC includes Heilongjiang, Jilin and Liaoning.
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(3) Eastern PRC includes Jiangsu, Zhejiang, Shanghai, Anhui, Fujian, Shandong and Jiangxi.

(4) Central and Southern PRC includes Henan, Hubei, Hunan, Guangdong, Guangxi and Hainan.
(5) South Western PRC includes Chonggqing, Sichuan, Guizhou, Yunnan and Tibet.

(6) North Western PRC includes Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang.

Cost of sales

Cost of sales consists of cost of raw materials, direct labour, sub-contracting expenses
and overhead for our own production and OEM purchases. Sub-contracting expenses
consist of sub-contracting charges incurred in connection with sub-contracting
arrangements. Overhead costs mainly comprise indirect labour (representing primarily
staff costs for our design and product development team and production and sourcing
management team), fuel, electricity, depreciation of plant and machinery, rental expenses,
design fees paid to external designers of our products and product development costs.

The following table sets forth our cost of sales by production cost for the Track Record
Period:

Years ended 31 December Six months ended 30 June
2006 2007 2008 2008 2009
% of cost % of % of cost % of % of cost % of % of cost % of % of cost % of
(RMB  of our own cost of  (RMB  of our own cost of  (RMB  of our own cost of  (RMB of our own cost of  (RMB  of our own cost of
Cost of Sales million)  production  sales million)  production  sales million)  production  sales million)  production  sales million)  production  sales
Our own production
Raw materials . .. . 187.5 86.9 58.0 294.3 82.2 45.1 369.3 80.3 46.6 161.2 81.1 474 134.2 81.7 317
Direct labour . . . . . 21.2 9.8 6.6 41.8 11.7 6.4 52.0 11.3 6.6 24.0 12.1 7.1 132 8.0 31
Sub-contracting
expenses . . . . . — — — 1.6 0.4 0.3 13.6 3.0 1.7 33 1.6 1.0 5.8 3.5 1.4
Overhead. . ... ... 7.0 33 22 20.4 5.7 3.1 24.9 5.4 3.2 10.3 5.2 3.0 11.1 6.8 2.6
Sub-total. . ... ... 215.7 100.0 66.8 358.1 100.0 54.9 459.8 100.0 58.1 198.8 100.0 58.5 164.3 100.0 38.8
Outsourced production
OEM purchases . . . 107.3 — 33.2 293.9 — 45.1 331.8 — 41.9 141.0 — 41.5 259.0 — 61.2
Total . ........ ... 323.0 100.0 652.0 100.0 791.6 100.0 339.8 100.0 423.3 100.0

Other revenue

Other revenue consists primarily of government grants (in the form of cash subsidies
and waiver of expenses) and interest income from bank deposits.

Selling and distribution expenses

Selling and distribution expenses consist primarily of advertising and promotional
expenses which include renovation subsidies provided to our distributors, sales fair
expenses and staff costs and travel expenses for our marketing and sales staff. For the years
ended 31 December 2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009,
our selling and distribution expenses accounted for 8.9%, 11.8%, 12.9%, 12.5% and 9.1%,
respectively, of our turnover. Advertising and promotional expenses accounted for the vast
majority of our selling and distribution expenses, representing 81.8%, 83.9%, 87.0%,
87.4% and 80.1% of our selling and distribution expenses for the years ended 31 December
2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009, respectively. These
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expenses include TV and other media advertising expenses, appointment fees for
spokespersons, designing fees for new corporate logos and subsidies for renovations to
retail outlets provided to distributors.

Administrative expenses

Administrative expenses consist primarily of staff costs for our management and
administrative personnel, depreciation and amortisation, consulting fees, electricity, cost of
office supplies and travel expenses. Staff costs for our management and administrative
personnel represented the largest component of our administrative expenses, representing
39.1%, 42.3%, 43.1%, 44.2% and 36.2% of our administrative expenses for the years ended
31 December 2006, 2007 and 2008 and the six months ended 30 June 2008 and 2009.

Other operating (expenses)/income

Other operating expenses for the six months ended 30 June 2009 were RMB0.2 million,
which mainly represented charitable donations of RMBO0.1 million and loss on disposal of
fixed assets of RMBO0.1 million. Other operating income for the six months ended 30 June
2008 was RMB2.2 million, mainly consisting of a gain on disposal of fixed assets of
RMB3.1 million, partially offset by the charitable donations of RMBO0.5 million. Other
operating income for the year ended 31 December 2008 was RMB1.9 million, primarily as a
result of a gain of RMB3.1 million in connection with the disposal of our headquarter
premises in Jinjiang, Fujian in February 2008 which was partially offset by charitable
donations of RMBO0.8 million. Other operating expenses for 2007 were RMB1.8 million,
consisting of charity donations of RMBO0.7 million, losses of RMB0.5 million incurred on
disposal of certain fixed assets and write-off of RMB0.6 million of design fees for certain
product designs which were not adopted. Other operating expenses for 2006 were RMB0.6
million, consisting of a one-time compensation payment made to a distributor who alleged a
breach of sales contract against us in 2006.

Finance costs

Finance costs consist primarily of interest on bank borrowings wholly repayable within
one year.

Income tax

Income tax represents amounts of PRC enterprise income tax paid by our Group. Our
Group was not subject to Hong Kong profits tax or any income tax in the Cayman Islands
or the BVI during the Track Record Period. Our Group’s effective income tax rate,
calculated as our Group’s income tax expense divided by profit before taxation, was 28.6%,
1.3%, 3.4%, 2.9% and 13.3% in 2006, 2007 and 2008 and the six months ended 30 June
2008 and 2009, respectively. Our effective income tax rate decreased from 28.6% in 2006 to
1.3% in 2007, primarily because Lilang China, through which we conducted the vast
majority of our business in 2007, elected to treat 2007 as the first profit-making year for
PRC enterprise income tax purposes and therefore was exempted from PRC enterprise
income tax in that year. Our effective income tax rate increased slightly from 1.3% in 2007
to 3.4% 2008, primarily because deferred tax liabilities were recognised in 2008 in respect of
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the undistributed profits earned by our subsidiaries in the PRC since 1 January 2008 and a
PRC land appreciation tax incurred on the disposal of our headquarter premises in Jinjiang,
Fujian in February 2008. Our effective income tax rate increased from 2.9% for the six
months ended 30 June 2008 to 13.3% for the six months ended 30 June 2009, primarily
because Lilang China was subject to the PRC enterprise income tax at 12.5% since 1
January 2009. Lilang China was exempted from the PRC enterprise income tax in 2008.

The applicable PRC enterprise income tax rates during the Track Record Period for
our PRC subsidiaries, Lilang China, Lilang Fujian and Lilang Xiamen, through which we
conduct all of our operations, are set out below:

Six months ended

Years ended 31 December 30 June
2006 2007 2008 2009
Lilang China . 27% Tax exemption'”  Tax exemption'” 12.5%"
Lilang Fujian . 27% 27% 25% 25%
Lilang Xiamen N/A N/A Tax exemption Tax exemption

(1) Lilang China elected to treat 2007 as the first profit-making year for PRC enterprise income tax
purposes and therefore was exempted from PRC enterprise income tax in 2007 and 2008 and is
subject to a reduced rate of 12.5% in 2009, 2010 and 2011.

See “Factors Affecting Our Results of Operations and Financial Condition —
Taxation” in this section of the prospectus for more information on the applicable PRC
enterprise income tax rates for our PRC subsidiaries.
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RESULTS OF OPERATIONS

The following table sets forth the summary consolidated income statement data of our
Group for the Track Record Period. We have derived the summary consolidated income
statement data of our Group 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.

Six months ended

Years ended 31 December 30 June
2006 2007 2008 2008 2009
(RMB million, except per share data)
(unaudited)

Turnover . . ... ......... 418.2 885.9 1,135.7 483.9 600.2
Cost of sales ........... (323.0) (652.0) (791.6) (339.8) (423.3)
Gross profit . . . ... ... ... 95.2 233.9 344.1 144.1 176.9
Other revenue. . . ........ 1.5 5.2 5.8 5.3 1.2
Selling and distribution

CEXPENsSes . . . ... ... (37.3) (104.9) (146.5) (60.3) (54.6)
Administrative expenses . . . 9.2) (22.7) (34.3) (15.4) (15.2)
Other operating (expenses)/

income . . ............ (0.7 (1.8) 1.9 2.2 (0.2)
Profit from operations . . . . . 49.5 109.7 171.0 75.9 108.1
Finance costs . . ... ...... (3.9) (12.0) (11.5) (4.6) (4.3)
Profit before taxation . . . .. 45.6 97.7 159.5 71.3 103.8
Income tax. .. .......... (13.0) (1.2) (5.4) (2.0) (13.8)
Profit attributable to equity

shareholders. . . . . . ... .. 32.6 96.5 154.1 69.3 90.0
Basic earnings per share

(RMB (cents)) . . ....... 3.62 10.72 17.13 7.70 10.00
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The following table sets forth the summary consolidated income statement data of our
Group as a percentage of consolidated turnover for the Track Record Period.

Six months ended

Years ended 31 December 30 June
2006 2007 2008 2008 2009
(% of turnover)
(unaudited)

Turnover . ............ 100.0%  100.0%  100.0% 100.0%  100.0%
Cost of sales . .......... (77.2%)  (73.6%) (69.7%) (70.2%)  (70.5%)
Gross profit . . ... ... .... 22.8% 26.4% 30.3% 29.8% 29.5%
Other revenue. . . ........ 0.3% 0.6% 0.5% 1.1% 0.2%
Selling and distribution

eXpenses . . ........... (8.9%) (11.8%) (12.9%) (12.5%) (9.1%)
Administrative expenses . . . (2.2%) (2.6%) (3.0%) (3.2%) (2.5%)
Other operating (expenses)/

income . ............. (0.2%) (0.2%) 0.2% 0.5%  (0.03%)
Profit from operations . . . . . 11.8% 12.4% 15.1% 15.7% 18.0%
Finance costs . . ... ... ... (0.9%) (1.4%) (1.0%) (1.0%) (0.7%)
Profit before taxation . . . .. 10.9% 11.0% 14.1% 14.7% 17.3%
Income tax. . ........... (3.1%) (0.1%) (0.5%) (0.4%) (2.3%)
Profit attributable to equity

shareholders. . . . . ... ... 7.8% 10.9% 13.6% 14.3% 15.0%

Six months ended 30 June 2009 compared to six months ended 30 June 2008 (unaudited)

Turnover. Turnover increased by 24.0% from RMB483.9 million for the six months
ended 30 June 2008 to RMB600.2 million for the six months ended 30 June 2009, primarily
due to increased sales volume. The number of units we sold increased from 3,854,000 units
for the six months ended 30 June 2008 to 4,798,000 units for the six months ended 30 June
2009, primarily attributable to growing recognition of our LILANZ brand, the expansion of
our product offerings and the continued expansion of our distribution network. As at 30
June 2009, the number of the retail outlets operated by our distributors and their sub-
distributors was 2,456, compared to 2,299 as at 30 June 2008. The overall average unit
selling price of our products remained relatively stable at RMB125 for the six months ended
30 June 2009 when compared to RMB126 for the six months ended 30 June 2008. The
average unit selling price of our apparel products increased from RMBI127 for the six
months ended 30 June 2008 to RMB128 for the six months ended 30 June 2009. The average
unit selling price of our accessories products increased from RMB73 for the six months
ended 30 June 2008 to RMBS86 for the six months ended 30 June 2009.
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Turnover increased in all of our sales regions for the six months ended 30 June 2009
compared to the six months ended 30 June 2008: turnover generated in the Northern PRC
region increased by 12.5% from RMB36.1 million for the six months ended 30 June 2008 to
RMB40.6 million for the six months ended 30 June 2009; turnover generated in the North
Eastern PRC region increased by 14.9% from RMB46.9 million for the six months ended 30
June 2008 to RMB53.9 million for the six months ended 30 June 2009; turnover generated in
the Eastern PRC region increased by 17.9% from RMBI184.0 million for the six months
ended 30 June 2008 to RMB217.0 million for the six months ended 30 June 2009; turnover
generated in the Central and Southern PRC region increased by 41.9% from RMBI102.1
million for the six months ended 30 June 2008 to RMBI144.9 million for the six months
ended 30 June 2009; turnover generated in the South Western PRC region increased by
18.2% from RMB78.0 million for the six months ended 30 June 2008 to RMB92.2 million
for the six months ended 30 June 2009; and turnover generated in the North Western PRC
region increased by 40.2% from RMB36.8 million for the six months ended 30 June 2008 to
RMB51.6 million for the six months ended 30 June 2009. The Eastern PRC region remained
as our top sales region, accounting for 36.2% of our turnover for the six months ended 30
June 2009.

Cost of sales. Cost of sales increased by 24.6% from RMB339.8 million for the six
months ended 30 June 2008 to RMB423.3 million for the six months ended 30 June 2009,
driven by an increase in cost of outsourced production, largely due to an increase in sales of
outsourced products. Cost of our own production decreased by 17.4% from RMBI198.8
million for the six months ended 30 June 2008 to RMB164.3 million for the six months
ended 30 June 2009. Cost of raw materials as a percentage of total cost of our own
production increased slightly from 81.1% for the six months ended 30 June 2008 to 81.7%
for the six months ended 30 June 2009. Overhead cost as a percentage of total cost of our
own production increase from 5.2% for the six months ended 30 June 2008 to 6.8% for the
six months ended 30 June 2009, primarily due to the increase in our rental expenses for our
factory in Meiling and research centre in Shanghai which we leased in March 2008 and
October 2008, respectively. Sub-contracting expenses as a percentage of total cost of our
own production increased from 1.6% to 3.5% for the six months ended 30 June 2009,
primarily due to the increase in subcontracting activities in 2009.

Cost of outsourced production increased by 83.7% from RMB141.0 million for the six
months ended 30 June 2008 to RMB259.0 million for the six months ended 30 June 2009.
Cost of outsourced production as a percentage of total cost of sales increase from 41.5% for
the six months ended 30 June 2008 to 61.2% for the six months ended 30 June 2009,
primarily as a result of the increase in the sales of outsourced products compared to self-
produced products.

Gross profit and gross profit margin. Gross profit increased by 22.7% from
RMB144.1 million for the six months ended 30 June 2008 to RMB176.9 million for the
six months ended 30 June 2009, primarily as a result of an increase in the turnover. Our
gross profit margin remained relatively stable at 29.5% for the six months ended 30 June
2009, compared to 29.8% for the six months ended 30 June 2008. The slight decrease in
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profit margin was primarily due to the fact that we sold a larger portion of lower-margin
outsourced products for the first half of 2009, which was largely offset by increased
economies of scale in our purchasing power as a result of increased sales volume.

Other revenue. Other revenue decreased from RMBS5.3 million for the six months
ended 30 June 2008 to RMBI1.2 million for the six months ended 30 June 2009, primarily as
a result of a decrease in interest income from deposits and a decrease in government grants.

Selling and distribution expenses. Selling and distribution expenses decreased by 9.5%
from RMB60.3 million for the six months ended 30 June 2008 to RMB54.6 million for the
six months ended 30 June 2009, primarily due to a decrease in advertising and promotional
expenses by RMB9.0 million which was partially offset by an increase in expenses incurred
for sales fairs and staff costs.

Administrative expenses. Administrative expenses decreased by 1.4% from RMB15.4
million for the six months ended 30 June 2008 to RMB15.2 million for the six months ended
30 June 2009. We anticipate a significant increase in administrative expenses going forward
in connection with the needs of a listed company, including fees of professional advisors
and accountants for ongoing reporting obligations and regulatory compliance.

Other operating expenses/income. We recorded other operating income of RMB2.2
million for the six months ended 30 June 2008 primarily as a result of gain on disposal of
fixed assets. We recorded other operating expenses of RMB0.2 million for the six months
ended 30 June 2009, consisting primarily of charitable donations and loss on disposal of
fixed assets.

Finance costs. Finance costs decreased by 6.1% from RMB4.6 million for the six
months ended 30 June 2008 to RMB4.3 million for the six months ended 30 June 2009,
primarily as a result of a decrease in interest rates.

Profit before taxation. As a result of the foregoing factors, profit before taxation
increased by 45.4% from RMB71.3 million for the six months ended 30 June 2008 to
RMB103.8 million for the six months ended 30 June 2009.

Income tax. Income tax expense increased from RMB2.0 million for the six months
ended 30 June 2008 to RMBI13.8 million for the six months ended 30 June 2009 and our
effective income tax rate increased from 2.9% for the six months ended 30 June 2008 to
13.3% for the six months ended 30 June 2009, in each case, primarily because for the six
months ended 30 June 2009, Lilang China was subject to PRC enterprise income tax at a
rate of 12.5% in 2009 while it was exempt from the PRC enterprise income tax in 2008.

Profit attributable to equity shareholders. As a result of the foregoing factors, profit
attributable to equity shareholders increased by 29.8% from RMB69.3 million for the six
months ended 30 June 2008 to RMB90.0 million for the six months ended 30 June 2009. Our
net profit margin increased to 15.0% for the six months ended 30 June 2009 from 14.3% for
the six months ended 30 June 2008.
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2008 compared to 2007

Turnover. Turnover increased by 28.2% from RMB885.9 million in 2007 to
RMB1,135.7 million in 2008, primarily due to increases in both the average selling price
and sales volume. The average unit selling price of our products increased from RMB117 in
2007 to RMB139 in 2008. This increase was attributable to a shift in product mix towards
higher priced apparel and accessories. The number of units we sold also increased from
7,547,000 units in 2007 to 8,187,000 units in 2008. Such increases were the result of the
growing recognition of our LILANZ brand, the expansion of our product offerings and the
continued expansion of our distribution network. As at 31 December 2008, the number of
the retail outlets operated by our distributors and their sub-distributors was 2,491,
compared to 2,186 as at 31 December 2007.

Turnover increased in five of our sales regions in 2008 compared to 2007: turnover
generated in the North Eastern PRC region increased by 19.6% from RMB95.5 million in
2007 to RMB114.2 million in 2008; turnover generated in the Eastern PRC region increased
by 17.0% from RMB357.0 million in 2007 to RMB417.6 million in 2008; turnover generated
in the Central and Southern PRC region increased by 50.2% from RMBI169.7 million in
2007 to RMB254.9 million in 2008; turnover generated in the South Western PRC region
increased by 46.2% from RMB123.9 million in 2007 to RMBI181.2 million in 2008; and
turnover generated in the North Western PRC region increased by 48.7% from RMBS58.7
million in 2007 to RMB87.3 million in 2008. Our turnover in the Northern PRC region
decreased slightly from RMB81.1 million in 2007 to RMB&0.5 million in 2008. The Eastern
PRC region remained as our top sales region, accounting for 36.8% of our turnover in 2008.

Cost of sales. Cost of sales increased by 21.4% from RMB652.0 million in 2007 to
RMB791.6 million in 2008, driven by an increase in both cost of our own production and
cost of outsourced production, largely consistent with an increase in our sales volume. Cost
of our own production increased by 28.4% from RMB358.1 million for 2007 to RMB459.8
million for 2008. Cost of raw materials as a percentage of total cost of our own production
decreased from 82.2% in 2007 to 80.3% in 2008. Overhead cost as a percentage of total cost
of our own production decreased from 5.7% in 2007 to 5.4% in 2008, primarily due to the
decrease in our rental expenses for our factory in 2008 as we leased less space for our
warehouse and production in 2008 as compared to 2007 as construction of Wuli Industrial
Park was completed in 2008. Sub-contracting expenses as a percentage of total cost of our
own production increased from 0.4% to 3.0% in 2008. We started to sub-contract certain
production processes to third party contractors on a trial basis in 2007. We sub-contracted
these production processes to the third party contractors on a larger scale in 2008.

Cost of outsourced production increased by 12.9% from RMB293.9 million in 2007 to
RMB331.8 million in 2008. Cost of outsourced production as a percentage of total cost of
sales decreased from 45.1% in 2007 to 41.9% in 2008, primarily as a result of the decrease in
the sales of outsourced products compared to self-produced products.
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Gross profit and gross profit margin. Gross profit increased by 47.1% from
RMB233.9 million in 2007 to RMB344.1 million in 2008, primarily as a result of an
increase in the turnover. Our gross profit margin increased to 30.3% in 2008 from 26.4% in
2007, primarily as a result of increased sales of higher margin products and greater
economies of scale in our purchasing power as a result of increased sales volume in 2008.

Other revenue. Other revenue increased from RMBS5.2 million in 2007 to RMB5.8
million in 2008, primarily as a result of higher government grants.

Selling and distribution expenses. Selling and distribution expenses increased by
39.6% from RMB104.9 million in 2007 to RMB146.5 million in 2008, primarily due to the
increased renovation subsidies of RMB32.2 million incurred for the refurbishment of the
retail outlets of our distributors in 2008.

Administrative expenses. Administrative expenses increased by 51.2% from RMB22.7
million in 2007 to RMB34.3 million in 2008, primarily due to (i) an increase in staff costs
for our management and administrative personnel, which increased from RMB9.6 million
in 2007 to RMB14.8 million in 2008, driven by higher average employee salary which was
partially offset by a decrease in headcount in 2008 and (ii) an increase in cost of office
supplies and travel expenses, which increased from RMB3.5 million to RMBS5.2 million, as
a result of the general expansion of our business.

Other operating expenses/income. We recorded other operating income in 2008 of
RMB1.9 million primarily as a result of a gain of RMB3.1 million in connection with the
disposal of our headquarter premises in Jinjiang, Fujian in February 2008 which was
partially offset by our charitable donations of RMBO0.8 million. We recorded other
operating expenses of RMB1.8 million in 2007, consisting primarily of charitable donations
of RMBO0.7 million, loss of RMB0.5 million incurred on disposal of certain fixed assets and
write-off of RMBO0.6 million of design fees for certain product designs which were not
adopted.

Finance costs. Finance costs decreased by 3.7% from RMB12.0 million in 2007 to
RMBI11.5 million in 2008, primarily as a result of a decrease in interest rates on our bank
borrowings in the first half of the year in 2008.

Profit before taxation. As a result of the foregoing factors, profit before taxation
increased by 63.2% from RMB97.7 million in 2007 to RMB159.5 million in 2008.

Income tax. Income tax expense increased by 337.6% from RMBI1.2 million in 2007
to RMB5.4 million in 2008 and our effective income tax rate increased from 1.3% in 2007 to
3.4% in 2008, in each case, primarily because of the increase in profit before taxation in
2008 and the fact that deferred tax liabilities were recognised in 2008 in respect of the
undistributed profits earned by the subsidiaries of our Company in the PRC since 1 January
2008 and a PRC land appreciation tax incurred on the disposal of our headquarter premises
in Jinjiang, Fujian Province in February 2008.

— 184 —



FINANCIAL INFORMATION

Profit attributable to equity shareholders. As a result of the foregoing factors, profit
attributable to equity shareholders increased by 59.7% from RMB96.5 million in 2007 to
RMB154.1 million in 2008. Our net profit margin increased to 13.6% in 2008 from 10.9% in
2007.

2007 compared to 2006

Turnover. Turnover increased by 111.8% from RMB418.2 million in 2006 to
RMBS885.9 million in 2007, primarily due to increased sales volume. The number of units
sold increased from 3,595,000 units in 2006 to 7,547,000 units in 2007. Such increase was
due to an expansion of distribution network and broader product offerings and stronger
overall demand for our products due to the strengthening of our brand image. As at 31
December 2007, the number of the retail outlets operated by our distributors and their sub-
distributors reached 2,186, compared to 2,002 as at 31 December 2006. The expansion of
our product offerings was primarily due to the strengthening of our product design and
development capability as Mr. Ji Wen Bo joined us full time as our chief designer in 2007.
The overall average unit selling price of our products was relatively stable at RMB116 in
2006 as compared to RMB117 in 2007.

Turnover increased in all of our six sales regions in 2007 compared to 2006: turnover
generated in the Northern PRC region increased by 206.0% from RMB26.5 million in 2006
to RMBS81.1 million in 2007; turnover generated in the North Eastern PRC region increased
by 211.1% from RMB30.7 million in 2006 to RMB95.5 million in 2007; turnover generated
in the Eastern PRC region increased by 74.8% from RMB204.2 million in 2006 to
RMB357.0 million in 2007; turnover generated in the Central and Southern PRC region
increased by 93.3% from RMB87.8 million in 2006 to RMB169.7 million in 2007; turnover
generated in the South Western PRC region increased by 165.3% from RMB46.7 million in
2006 to RMB123.9 million in 2007; and turnover generated in the North Western PRC
region increased by 163.2% from RMB22.3 million in 2006 to RMBS58.7 million in 2007.
The Eastern PRC region remained as our top sales region, accounting for 40.3% of our
turnover in 2007.

Cost of sales. Cost of sales increased by 101.9% from RMB323.0 million in 2006 to
RMB652.0 million in 2007, driven by an increase in both cost of our own production and
cost of outsourced production, which, in turn, was driven by a higher sales volume. Cost of
our own production increased by 66.0% from RMB215.7 million for 2006 to RMB358.1
million for 2007. Cost of raw materials as a percentage of total cost of our own production
decreased from 86.9% in 2006 to 82.2% in 2007, primarily due to the fact that we incurred
proportionally more cost of direct labour and overhead cost in 2007. Cost of direct labour
as a percentage of total cost of our own production increased from 9.8% in 2006 to 11.7%
in 2007, primarily because of the increase in our provision for retirement benefit
contributions in respect of our direct labour from RMBI1.7 million in 2006 to RMB6.5
million in 2007 and the fact that in 2007, as compared to 2006, we produced proportionally
more products requiring special skills or with special designs in house, which were generally
more labour-intensive. Overhead cost as a percentage of total cost of our own production
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increased from 3.3% in 2006 to 5.7% in 2007, primarily due to an increase in cost of indirect
labour, driven by higher employee headcount in our design and production team and
sourcing management team.

Cost of outsourced production increased by 173.9% from RMB107.3 million in 2006 to
RMB293.9 million in 2007. Cost of outsourced production as a percentage of total cost of
sales increased from 33.2% in 2006 to 45.1% in 2007, primarily as a result of increase in the
sales of outsourced products compared to self-produced products.

Gross profit and gross profit margin. Gross profit increased by 145.7% from
RMB95.2 million in 2006 to RMB233.9 million in 2007, primarily as a result of an
increase in the turnover. Our gross profit margin increased to 26.4% in 2007 from 22.8% in
2006, primarily as a result of greater economies of scale in our purchasing power as a result
of increased sales volume in 2007.

Other revenue. Other revenue increased from RMBI.5 million in 2006 to RMB5.2
million in 2007, primarily as a result of the higher interest income and government grants.

Selling and distribution expenses. Selling and distribution expenses increased by
180.9% from RMB37.3 million in 2006 to RMB104.9 million in 2007, primarily due to an
increase of 188.5% in advertising and promotional expenses from RMB30.5 million to
RMBS88.0 million.

Administrative expenses. Administrative expenses increased by 145.7% from RMB9.2
million in 2006 to RMB22.7 million in 2007, primarily due to (i) an increase in staff costs
for our management and administrative personnel, which increased from RMB3.6 million
in 2006 to RMB9.6 million in 2007, driven by higher employee head count and average
employee salary, (ii) an increase in cost of office supplies and travel expenses, which
increased from RMBI1.1 million to RMB3.5 million, as a result of the general expansion of
our business, and (iii) consultancy fees of RMB1.5 million paid in 2007 in respect of certain
financial advice obtained by our Group in connection with a proposed reorganisation and
public offering of our Group.

Other operating expenses. Other operating expenses increased from RMBO0.7 million
in 2006 to RMB1.8 million in 2007, consisting primarily of charity donations of RMB0.7
million, a loss of RMBO0.5 million incurred on disposal of certain fixed assets and a write-off
of RMBO0.6 million of design fees for certain product designs which were not adopted.

Finance costs. Finance costs increased by 207.3% from RMB3.9 million in 2006 to
RMBI12.0 million in 2007, primarily as a result of an increase in our bank borrowings.

Profit before taxation. As a result of the foregoing factors, profit before taxation
increased by 114.3% from RMB45.6 million in 2006 to RMB97.7 million in 2007.

Income tax. Income tax expense decreased by 90.6% from RMB13.0 million in 2006

to RMB1.2 million in 2007 and our effective income tax rate decreased from 28.6% in 2006
to 1.3% in 2007, in each case, primarily because Lilang China, through which we conducted

- 186 —



FINANCIAL INFORMATION

the vast majority of our business in 2007, elected to treat 2007 as the first profit-making
year for PRC enterprise income tax purposes and therefore was exempted from PRC
enterprise income tax in that year.

Profit attributable to equity shareholders. As a result of the foregoing factors, profit
attributable to equity shareholders increased by 196.2% from RMB32.6 million in 2006 to
RMB96.5 million in 2007. Our net profit margin increased to 10.9% in 2007 from 7.8% in
2006.

LIQUIDITY AND CAPITAL RESOURCES

Our primary uses of cash are to fund our working capital requirements, including trade
payables and product development, manufacturing and operating expenses, fund capital
expenditures related to the construction of new production and other facilities and repay
loans and related interest. We have historically funded our cash requirements primarily
from cash flow generated from operations, proceeds from a controlling shareholder and
bank loans. There have been no material changes in our underlying drivers of the sources
and uses of cash during the Track Record Period.

Going forward, we intend to satisfy our liquidity requirements using a combination of
the proceeds from the Global Offering, cash flow generated from operations, bank loans
and future debt and securities offerings. However, our ability to fund our future liquidity
requirements are subject to prevailing economic conditions, the availability of debt
financing and other factors, many of which are beyond our control. See “Risk factors —
Risks Relating to Our Business — Our ability to obtain additional financing may be limited,
which could delay or prevent the completion of one or more of our strategies.”

- 187 -



FINANCIAL INFORMATION

The following table presents selected cash flow data from our Group’s consolidated
cash flow statements for the Track Record Period, as derived from “Appendix I —
Accountants’ Report” to this prospectus.

Six months ended

Years ended 31 December 30 June
2006 2007 2008 2008 2009
(RMB million)
(unaudited)

Net cash (used in)/generated

from operating activities. . (109.3) 91.9 43.1 (14.1) 106.4
Net cash used in investing

activities . . . . ...... ... (61.5) (16.5) (92.2) (43.0) (11.6)
Net cash generated from/

(used in) financing activities 187.4 (44.2) 44.1 28.1 (54.1)
Net increase/(decrease) in

cash . ............... 16.6 31.2 (5.0) (29.0) 40.7
Cash at the beginning

of the year/period ... ... 10.6 27.3 58.5 58.5 53.6
Cash at the end of the year/

period. . . ........ .. .. 27.2 38.5 53.5 29.5 94.3

Operating activities

For the six months ended 30 June 2009, we had net cash generated from operating
activities of RMB106.4 million which was primarily contributed by cash generated from
operating profit before changes in working capital of RMBI113.2 million and a decrease in
other receivables of RMB95.8 million. These cash inflows were partially offset by an
increase in inventories of RMB14.5 million, an increase in trade and bills receivables of
RMB53.8 million and a decrease in trade and bills payables of RMB42.2 million. The
increase in trade and bills receivables was primarily due to the increase in our sales.

For the six months ended 30 June 2008, net cash used in operating activities amounted
to RMBI14.1 million which was primarily contributed by an increase in trade and bills
receivables of RMB74.6 million and decrease in trade and bills payables of RMB45.6
million. These cash outflows were partially offset by the cash generated from operations
before changes in working capital of RMB75.2 million and a decrease in other receivables of
RMB41.1 million.
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In 2008, we had net cash generated from operating activities of RMB43.1 million,
which was primarily contributed by an operating profit before changes in working capital of
RMB173.0 million. These cash inflows were partially offset by an increase in inventories of
RMB75.5 million, an increase in trade and bills receivables of RMB79.4 million and a
decrease in trade and bills payables of RMB38.5 million. The increase in trade and bills
receivables was primarily due to the increase in our sales.

In 2007, we had net cash generated from operating activities of RMB91.9 million,
which was primarily contributed by an operating profit before changes in working capital of
RMBI111.0 million and an increase in trade and bills payables of RMB167.5 million. These
cash inflows were partially offset by an increase in trade receivables of RMB17.8 million, an
increase in other receivables of RMB76.1 million, an increase in inventories of RMBS55.7
million and an increase in pledged bank deposits of RMB39.0 million. The increase in trade
and bills payable was primarily due to an increase in our purchase of raw materials and
OEM products as a result of the increase in demand for our products; the increase in other
receivables was primarily due to the increase in prepayments to suppliers and our prepaid
advertising