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Auditor’s Réport

ZhengHuiKuaiShen{2010]No.1093
To the sharcholders of Zhejiang Tata TEA Extraction Company Limited.,
We have audited the atlached financial statements of Zhejiang Tata TEA Extraction
Compary Limited, (Hercinafter referred to as "Tata Tea Company”}, including
balance sheets as of Mirch 31,2010, profit reports for the period from April 13,2009
to March 31,2010, é‘ash flow statements, Staterents of changes in equity, and notes to
the financial statémenits. |
1. The responsibilities of man.ageﬁlenit in financial statemerits:

To prepare financisl statements in accordance with the provisions in Accounting

‘esponsibilities include: (1), Design, implementation and maintenance of the related

internal controls for the preparation of financial statements to avoid material
>1niéstatemg.nt duo to the frauds or errors of the financid! statements. (2). Select and
apply appropriate accounting policies; (3). Make reasonable accounting estimates.

2. CPA's responsibilitiés.

Our responsibility is fo give audit opinions on the financial statements on the basis of
implementatiot of the audit. We conducted the audit in sccordance with the
provisions in Apditing Standards fot Chinese CPA. Auditing Staudards for Chinese
CPA requires us to comply with professional ethics, to plart atid implement audit work
10 oblain reasonable assirance on whether material riisstatements exist in the

finaricial statements.
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Audit wark involves the implémentation of audit procedures fo obtain the audit
~evidenees of the amount of findncial statements and disclosure. The selection of audit
procedies depends on CPA's judgment, including the risk-assessment of materil
missfatement of the financial statérients resulted by frauds or erors. When
condueting risk assessment, we.are eonsidering the internal contrals which are related
fo the preparation of fimancial statements so as to design appropriate audit procedures,
but its purpose is ot ko give views on the effctiveness of infernal control. Ani gudit
also-ingliides assessing thc hatagenient’s:appropriation in sefection of accounting
paliciesind the reasonableness 6f making aceounting estimatés,-as well as:the

gvaluation of the-overall preseitation of financial statement,

We believe that the evidences we obtained are adequate and appropriale and provide a

gdod-b'as;is forthe audit opinions.

3. Audit opiniatis,

We believe that the fiancial statetrients of Tatd Tea Comparty had bien coitipiled in
aceordance with the provisions of Accotinting Standard for Business Binerprises, and
it-all sigjﬁﬁcant.resﬁééts, fajrly reflected balaice sheets asof March 31,2010, the
pmﬁtrefﬁg;ts for the period from-Apsil 1*,2009 to March 31;2010, and the cash flow

of Tafz'lea company.

Zhonghvi Certifieated Public Accountiity
Hangzhoy, China.

Chinese CPA.

Chinése CPA.

April 19,2010




BALANCE SHEET

As of March 31; 2014
ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITEER ‘fin RmbY
Asseis Notes| Line | Ending balarce Beginning balagce Liabilitics and sharcholders'equity Notes | Line| Ending batance: Beginning bilance
Curreal naieta: ; ” Crerrent Babilities: ‘
Mocetary fund 1 1 1/760,953.52 11,602,26147 | Shortterm losms 32
Tradesi fusncia] assets z Trade-off fiercinl liabifities. 33 v
Ploies recetvabile 3 Nates payably 34
Accounts riesivible 4 Accounts pryale CEREET 35733946
Prepaymens 2 5 27964748 00 0:528,867.28 | Prepayments reacived 36
Imerest razeivuble 13 Employecswage puyable u 37 1§3,750,00 4325000
T yidiernt recoivable. 7 Tax payable > | 38 54035607 1 - 16,751.43-
Otter neonunts cecaivalie 3 8 4T3,275.30 534,766.57 | Smairmdt poyabile 13| a9 2640000
Taveniory 4 9 1,083,730.46 Phvidend paynlds A%
Nan-curreat assets due in 1 yoar i Other -naot:»u puyeble (LSS | 1202184177 £85,729.00.
Ottt envont amiory: n Hoa-current liabilitics dus in | yosr -42
Total of turrent adscts R F1,282,349.58 226657353 | Otfrer it Jiabilitica. 43
Noh-current xmols: Tata! o curcem Babilittey 44 1,589.918.16" -339,73043
Available-for-tale finamcial mzats {3 Nonscurrent linbifitior:
Flald-to-matusity investment i4 Langiems Toans 15 | 45 20,000,000, “20,000,000.00
Long:daristnecouts reaevible 15 Bouds peysbls R
Lang-term ghare.oquaity fevestricnt 16 Limg-tars: payatile 47
Prisprey neesimant 17 Special nrstuttapayaile .43
Fixed mxcts 5. 18 2,164, 203:44 1,002,50%.18 | Expected liabilitics 4
Construetion in progress & | 19 17,855,303 45. 2,264 31384 | Deferred lncoma tax liabilifer 50
Enginecr matorial i} Other aomqurrnnt Fkilities 54
Disposal of fixed acpetz 21 Tudal afno-curcent Mabilithes 52 20,000.000,00 20,602,500.00
Productive Tiving assets 2 Total of habilitict 73, 998,015.16 , 26,720,730.43
il und mE.E.ﬁ.H 21 Shargboldenrqoitys
Intangibia axsels: 7 24 12,570,620,19 13,528,429 § Pichin capital § | 54 53,000,000.00 2,500.000.00
Besenreh und develapment sxponditucs 2% Cagital reserves 17 | 55 42,53%:00 “20,340,00
Goadwill . Pl Lemas Tronsuryatoek 4.
Lbrtj-terms prepaid axpenses 3 {27 ‘Z712,207.43 | Surplus reserves 5t
deferred income tax askety 2 28 . 161395237 Fisteign suntensy wanslaton differences a8
Other nonscurrent 3ssees 29 Undistributed proft 13 | s 4,841,572,
Totnl of nom-arrrens asyoty ag | 24,508 274.45. 25,594,955.10 Totid of sharcholders’ squity 3] SR200, 56592 27,5I0940.00
“Toixd of asselx at 7179058404 48,260 67043 Total of Gabilitics and shareholden? squity &t T1,790,S84.04 42,260,670:43
Perxon in Charga of tre Conmramy:

Perzan o Charge, of Acgaupting Fanciion;

-Person e Churpe of Acconutiog, Department:




INCOME STATEMENT

FORTHE PERIOD FROM APRIL 2009 TO MARGH 2010

ZHEAAN( TATA TEA EXTRACTION COMPANY LIMITED _(inRib)
ltems Notes : Line Ending balance Beginning hulance
Revennes from main aperations I
Less! Losis from main up_emiiﬁus 2
Business tax and surcharge 3
Selling sxpensss 3
Genera) and administratovi expénses 5 1,135,829.4%3
Finangial expenses{incoms) 6
Assetimpajmment Joss- 7
Plus: Incame Fom ¢hangs of fair value{less: osa) [
Tnvedterent incomefless; foss) 9
1], Tnvestingatincome from affiliates ard Joiit-ventires| i
Operation. profit{les: Toss) Tt 33583949
Pl Non-business fncame: } 12 678,000.6¢,
Tess: Nprwbusiness expenses 13
Tng!, Exiposal ]338-’\?{' non-clEnassets 14-
Totl of profif{lés: [6as) s 6.455,829.49-
Liss: ncomertas expensel 2 16 161195737
Net profit{least Ioss) i 434187212
Farningy pershare 8
{ 1 JBasic'eamiings per share )
20

{1LIDiutedt suinings per shaie

Person ju Chargeaf ibé Companys

Person in Chiargé of Arcounting Fonction:

Person o Charge of-Acoonnding Depurtmer




CASH FLOW STATEMENT

FOR: THE PERIOD FROM -APRIL. 2009 TO MARCH 2010

ZHEIANG TATA THA BXTRACTION COMPANY LIMITED {ir Rmls)
Ttems ' ‘ Notes | Line Accumitated this yrar Aceonulaied Jast year
|- Cish Bows fFor sperating edvfies,

Eash received-from sale of goods arpraviding af services 1
Relind of 12 and levies 2
Crsh reveived relating to atheropatating aetivities ¥ 670,200.60

Subtotal oF éash inflaws 4 670,600.00
Clash paid for poods end services 5 246,900.00
Cash paid to and op-betialf of employees & 2;360,755.29
Payrients bf all typis of fuxes 7 651,107.30

Cash paid selating 1o other operating aetvities 3 275,277.96 230,436,68

Subtotal f sash ouifiows 2 3,533,540.75. 23043668

Net cash flows from operating activites: 1 -2,863;540.73 -230,436.68
11 Csh Qs o Savesting activites:
Cagh revétved-fom ivestment retteving 1

‘Cash received from rotums 0 investirents 12

“Neteash received fram disposal'ofificed asséts, inlangible assets snd:
other Jong-ferm 85366 ) i 13

niities 14

Cash recsived relating Yo et fvesting sctivities 15

Sybiotal oFeash nflows 16

“F_"aéh_pgid 1o dequire fored asskts, intangible assets and other Jog-term 27,788,234.90- 19,181,818.65

“hssels 17 i

Cysh paid fo deguite investments 18

“Net ensh paid toacquire subsidinrias and otier operatiing entities 19
Cash i #lating to pthevinsesting detbitles 20
Subtatal of bash Sitflowa 21 27:288.234.90 19,181,818.65

Net pash Hows Frorf invisting aetiiities: 2 <27,288,234.90 -19,181,818.65
115 Cash flows from finencing Btivitiss:
Cash réceived fram Investmaiet 2% 27;521,598:00.
Cish rediveid fros borrosiings 24, 20,000,560.00

Ogsh reeeived relafing fo ther Bnanting activilies F]

‘Subtotat of cash xflows I 27,521,598.00 l-_Eﬂ;ﬂDiJ,QUO;Dﬁ
Cishpaid 1o Tepay debis b ‘ o
Cash pail for fnterest xpenses and distrbution of dividends and profits 23 1,211, 100.00 F56,000:00
Cash paid relating tother Timnding sstivities 2 810,419.44

Bubitot) of cash cutfiows 3 1,211, 100.00" 1,166,419:44

Met zavh Mows from financing zatvitkes: 3L 2631049860, 18,833,580.56
mfluenée of sxchange nle chiaizes onEash.and cash equivalents Lv)
Wetincrease in ¢agh and cash Squivalents 33 384 127165 ‘5:78:‘6?“;77
Plus- Balancé of cash and cash dquivalents.st the begitning.of period kL 11,602,261 47 1218093624
Bafance of gashand eash équivalents gl the ¢nd oE pericd 35 7,760,983 8% 1LBG2.20TAT

Persorin Chatee of the Company:  Pevsos fu Charge ¢{ Aéefuntlng Funitfios: -Peron in Charde of Acsqunting Departaent:

.
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ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITED

STATEMENT OF CHANGES IN SHAREHOLDERS'EQUITY

FOR, THE PERIOD FROM AFRIL 2008 TO MARCH 2010

UnitRMB YUAN

Motes

. Anrooet durfng Uils year

Ammount of Pervious yenr

Pakil-n capital

Capital nsmeves

Treasury |

atock

Surpius reserver

Undistribubed
prafit

“Toeal of
sharcholdens
ety

Twanguxy |

Cupitul reservos stock

Pald-jo- gl

“Toral of
-

Surplus reyecien v prefit

ity

1 . Balance ot the end of last yenr

Plurr Chinge of actoumting policy
Previous correions of emrerx

Tl Rakance ot the beginming of this yeas

T0.Changed by this year{lery; decrrnacy

C 1 3Not praiit

(H YCning and [asses meardod af owneyoquity dirosty

1. Avmlobie-for-salo fmancinl nsseis

2. Inélsense of chrnge in cihor ownery’ equity af invensd
eniemprises on cquity buis.

1. Incorme 1 infiusnce related fo sharcholdors’ equity
Ttemx

4. Qthers
Towl of (1).amd (11)
(T ¥Capitd inpulted or caducad by ovwners

1. Cuphtal inpomed by owmers
2. Amount of shores paid and secoumled as ownzryequity

3, Oihers
{T¥1Profil distribution
1. frovidiog of suplus seserves
2. Dividend 1o avavers
3. Othery
¢V Ynteanal sertlement of sbareholders' equity
1. Capitahreservos trnsliomred to xhar capltal
2. Surplus coyerves Lrangferiad 1 shooe copital
3. Makisg u losses by sphus couerves
4. Others

LV, Balnoce af the cod of thix yenr

27,500,000.00

27.500,000.00
29,500,000.00

E7300:009.00
27,5060,000,00

35.000,000.0¢

20,940.00

20,940.00
21 558,00

21,5980
21,551.00

42,533.00

-4 34157212
4,341 R7%12

-4 B4y 872,12

484187212

Tr5E0.540,00 F

7,520,940,00
LET3,725,88
43487212

-4,841,872.12
Z752558.00
27,521 594,00

5U,200,665.38

27,500,000.00

T, 300,000.0 20,950,00

27,500,008.00 209401

27520 ha,08

27,520,540.00

| arsmosa000

Person L Charpe of the Company,

Pervon jo Chergr of Arcounting Fuaction:

Peron by Chorge of Actounting Department:




ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITED
s NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2010 (All amounis in RMB Yuan ufifess otherwise

stated)

1. GENERAL INFORMATION

investmernit equity jointventure enterprise set up by Tata Tea Limited, India and Zhejiang Tea
Group Company Limited, China according to the approval letter No. zhefuzihuzi [2007[00181
issued by the People’s Govemment of Zhejiang Provinge on September 4,2007. The Company.
was, registered with the Huzhou Administration Bureau of Industry and Commeice on

September 14th of 2007, with the buginess license numbered 330500400002483.

The Company’s registered capital is RMB 55 million, the entife amount of which has been
contributed by the partners till now. Tata Tea, India confributed capital of 38.50 million,
accounting for 70% of the registered capitali aud Zhejiang Tea Group Company Limited

contributed capilalof 16.50.million, acconnting for 30% of the registered capital.

The Company's approved operaling scope includes researching and doveloping tea

extractions:

I, BASIS OF PREPARATION OF THE FINANCIAL - STATEMENTS
The {inancial statements have been prépared in aceordance with the Accounting Standards for
Business Enterprises and Accounting' System ‘for Business: Enterprises of the People’s

Republic of China and other supplementary regulations.

The('_'_':o.mp@yimpiementcd the New Accounting Standards issuéd by the-Ministry of Finance
on February 15, 2806 since January 1, 2009.:And in accordance with Article 5 T Afticle 19
and other relevant provisions in "No, 38 of Accounting Standards for Business Enterprises -

the first tine o foplement the Accounting:-Standards for Business Entérprises” (hereinafter




reterred to as ™ No, 38 Standard "), we made retrospective adjustments on the compatable.

- -apnual financial statements.

II. STATEMENTS OF COMPLIANCE

The fipancial statemients ha'vé- been prepared in accordance with the requirements of
Acconnting Standards ‘for Business Enterprises and Accounting System for Business
Enterprises of the People’s Republie of China. These financial statements present traly and
-comﬁletel_y the finaneial position, the results of operations and the results of cash flows of the

Comnipany.

IV. PRINCIPAL ACCOUNTING POLICIES, ACCOUNTING ESTIMATES AND
BASIS OF PREPARATION

I. Accounting period
‘The Company’s accounting year starts on 1 April and ends on 31 March.

2. Recording currency
The recording currency of the Company is the Renminbi (RMB)

3. Basiy ol accouiting and measurement base
"Fhe Company-follows the accrual basis:of accounting and the measurement baseds
historical cost. Impaitment testing is dore for assets-and tdcessary provisions for
impairivcat are done in accorfarice with. relevant provisions,

4, Cash and cash equivalents
Cash equivalents refer to short-term and highly-} iquid investments with original
pirturities within three months.or less that are readily eonvertible o known amounts of

cash and subject to an insignificant risk of changes Invalue.

5. TForeign eurrency-transactions
Foreign clirrency transactions are fravslated info RMB atthe spot éxchange rate of the

‘tramsaction date.

At the balance shest date;, Pareign currency monetary iteins shall be'translated at the spot

exchange rate on the balance sheet date, Forgign surrericy nion=monetary. items measured

at historic.eosts will be translated at the spot exchange rate-on the transiction date.




6.

Forsign currency non-monetary items accounted at fair value are accounted at the spot
exchange rate on the day when the fair value was caleulated, the differences will be
treated as change of fair valug and accounted into -t‘ncums ageourt of current period or
shareholders’ equity.

Bad debts of receivables

'An impairment fest shall be made on the receivables (including account réceivable ard
other receivable) with sighificant single amouwnts, If any objective evidende shows that it
has been impaired; the impairment-related losses shall be recognized and shall be
recorded into the profits and losses of the current period.

With regard to the recsivables (including account fegeivable and other receivable) with
insignificant single amounts, an independent fmpalriient test may be carried but, of they
may bs Included ih a combination of financial assets with similav oredit risk features so
as to catty out'an impairment-related test.

Bad debt provision is made for the end balances of réceivables, including account
receivables.and other receivables at the followlng parae‘iitagés’:

The détailed pércentige is as follows:

Ageing Provision for bad debts as a peteentage of receivables
Under 3 years 0.00%
Qver 3 years 0.50%

Towards other recetvables (including prepaid expenses), the provision for bad debts

should be made based on the difTerence hetween the present value of fhture cash flowws

and its bonk value after individual testing.

Fixed assets aud accumulated depreciation

(1) Criteria-of fixed assets

Fixed assets s defined as the tangible agsets whish are held for the purpose of
producing goods, pfoﬁiding;,&ervices, lense or for operation & management, and
have more than one year of useful life.
Fixed assets shonld bt recogiized 'when satisfying following conditions-at the same
time: Firstly, the economic filterest related 16 the fixed asset is probably flowed into

the Company; secondly, the cost of the fixed agset is reliakily measurad, The




subsequent expenditures related to the fixed asset should be recopnized as fixed

asset cost, if complying with above-recognition conditions. Tfnot complying with

above recognition conditions, it should be recognized as curremt profit or loss wiie_n
oceurred.
{2} Initial: measuremeént of fixed assets

Fiied assets are initfally recorded at cost.

A. Purchased fixed assets are recorded at-purchase price; related taxes, and some
expenses that oceurred before the asgets are ready for their intended use and-are
attribuied fo-the fixed assets such as delivery oosts, handling fees, installation
¢osis,-and prafessional service fees and 50 on, If & certain payment is made for
purchasing séveral Tixed dssets not priced separately, the cost of each fixed asset.
shall be as¢ertained by-allocating the paymént aécbr’di'ng to the praportion.of fair
value of each fixéd assét'te.— tha total cost of all assets acquired. If payment of
purchasing fixet assets is defered beyond normal credit terms and has
financing miture substantially, its cost is recorded at the present value of
purchasing price. The differénce between actual payment and the present value
of puichasing price is recognized as currefit préfit or loss over the credit period
axcept these capitalized according 1o “Accounting Standard for Business
Enterprise NO. 17—Borrowing Costs”,

B. Self-constructed.fixed assets are récorded 4t the total expenditire incurred for
the conshiiction befere the assets are ready for-their intended use,

C: Fixedassets contribiited by the Company’s investors.are vectided at the-value
dpreectin the investing contract, éxcept that hie value agréed in the contiact is
not fair,

D, Fixed assets dequired from-exchange of rion~monetaty-assets, debt réstructuring,
business combination and finance least are recorded separately in-aceordance
Witli*No, Tof Accounting Standards for Busingss Enferprises——FExchangs of
Non-tnonetary Assets”, “No. 12 &f Aceounting Standards for Business
Enterprises——Dgbt Restructuring”; “No. 20 of Agcounting Standatds for

Business Combinations™, “No. 21 of Accomnting

Business Enterprises




Standards for Business Enterptises—-Lease™.
{3) Depreciation of fixed assets
Fixed Assets are depreciated over the useful Jife of each asset class using the:
straight line method. The depreciation rafes are determined as follows based on

asset class estimated useful lives and estimated residual values {10% of the ariginal

costy:
Cl'asi of fixad assets Estimatéd uséful ljves Annul
depreciation raté
Buildings 20 years 4.5%
Machinery and equipment 10 yedrs 9%
Vehicles. 14 years 9%
Auxiliary equipment 5 years 18%
Electronie and Other-equipment 5 years 18%

Capitalized expenditures arising from the renovation of fixed assets are depreciated
by using the method of average 1ifs length over the sharter period of interval
hetween the current renovation to the next and the expected remaining useful life of
the renpvated fixed assets, _ _ |
(4) The fixed assets are reeognized as vacant fixed asset when they are uot availabls for
continyous three months caused by shortage of work time and nataral disaster
(except seasonal unavailability). The vacant fixed assets are depreciated in
aceortance with other fixed. assets in the same class.
{5) Impairment of fixed assets
At the balance sheet date, ifthere is evidencs that the value of fixed assets has
decliiied, the provision for impairment of fixed assets should be.made i aceordance
with the miethod explained in the IV (113 of the Notes to the Financial Statement,
8. Consirucfion in progress
(1) Constmction in progress shall be recognized when sat-isfjﬁf;1gé'tliat-1he.ecbnomifz
interast hag probably flowed in and that the cost-can be reliably measured.
Construction in progress is measurid atactual cost before the construstion redches
wsefil statits.

(2) Construetion in progress is translerred to fixed assets at practical construction




expenditures as soon as the construotion reaches useful status., If it has reached useful
status, but has nat achieved completion, it showld be first transfemed to fixed assets at
its-ostimated valus, Then the estimated value should be adjusted accordingfo-its
actual cost when it hag achieved sompletion, however, avcumulated depreciation is
never adjusted.

(3Y At the batance sheet, if there is evidence thai the value of construction in progress has
declined, the provision far--imps{ir.ment.uf_.consn-'uctinn_‘in-p"mgress.shauldzbe made in
accordance with the method explained in the TV{11):0f the Notes to the Financi_al

Statement,

9. TIntangible assets

(1) Initial measurement of intangfble assets.

The cost of intangible assets shall include the purchase price; velevant taxes and other
TieCessary ﬁxpénd itures directly-attributable to intangible assets for the expected purpose.
Ag for the intangible assets with limited service life, the bompany shall estimate the
years of its sérvice 1ife, or thie amount af the output or any other similar mensurément
unit, whigh constitutes its serviee life; If it i unableto forecast ihe period when the
intangible asset:can bring economic berefits to the-shterprise; it shall-be-regarded-as an
intangible asset with uncertalivservice life.

An imtangible assetwith linvited service tife shiould be systematic afid appropriate
amortized according to the expected realization pattetn of economic interest reldted'to
th‘e.im'angi-bie asset. [f the expected realization pattern cannof be deterniined reliably; it
should be amortized by stral ghi-line method, An intangible asset with wiccrtain service
life s not amortized, but s tested for impairmient and reviewed for its ustfidl life on-ain
anniial bagis.

(3) Atthe balance sheet date, evaluate the ability thit the intangible asgets may bring
futirs econopic. inferest to the Company dnd mike the pmﬁ*éicn for impairment of

intangthle assets.

10. Long-term 'prepaid éxpenses

Long-term prepaid expenses ave recorded at actud] amoynt as incurred and. amortized




on a straight-line basis ovér the period that obtains henefit from the expenses. If a

certaln ftem of long-term period expenses cannot bring economis benefits for the future

accounting periods, the remaining carrying amount is recognized as gain or loss in the

period.

11, XImpairment of assefs
| This accounting policy refers to the impairment of other main assets except inventary,
investnients in real estate and financial assets.

(1) Non-financial assets including fixed assets, contructions in progress, intangible
assets and goodwill.
At each balance sheet date; the Company verify on fixed assets, constructions in
process, and intangible assets with fixed useful life to find out whether there is sign
of impairment. Goodwill and intangibleasscts formed by merger of enterprises,
whether or not there is impairment evidence, shall be verified antiually for
impairment.
If evidenee shows that impairment has happened, then the residual value will be
estimated. Estimation of residual value is-on basis of single asset. If itis hard to
estintate.the retrievable vaiue of a particntar assot; then the residual value shall be
estimated upon the:asset group in which'the target asset is included. If the residual
value of an-asset is lower than its bpok value, impairment provision shali be
provided at the balance of the two, and shall be accounted inte current ingome
acegunt,

(2) Once impairment losses of ahove wssets dre confirmed, they-wan't be reversed in
subsequent accounting periods

12, Borrowing exponses

(1) Re¢ognition of borrowing experises
Borrowing expenses include borrowing interests, amortizing of*discount or
prewtium, -auxiliary ‘expenses, and exchange balances due to borrowings in foreign
currencies. Borrowing expenses that can be attributed for purchasingor
construction of assets that are complyipg with capitalizing conditions start fo be

capifalized when the payrment of asset and borrowing expenses have already been

7




incurred, and the putchasing or production activities in purpose of make the asset

nsable have starfed; Capitalizing wilt be terminated as soon as the asset that

complying with capifalizing conditions has reached its usable or saleable status, The
otber-borrowing 6Xpenses. are recagnized as expenisés when incurred,
(2) Capitalization period of botrowing expenses

A. The capitalization of borrowing expenses commences as the following three
conditions are met: (a) the capital eXpenditures aie incurred; (h) the borrowing
expenses’ are incurred; (o) the acyuisition or coenstruction activities have
commenced to enable the asséts to be réady for their intended use.

B. The capitalization of borrowing é:&:penses,'sheu}d be suspended during the periods
whe the-acquisition or constrition activities are abnomially interrupted and the
interruption period is more than three consecutive months; the borrowing
expenses are expensed during the period mfil the acquisition or construction
activities are resumed.

C. The capitalization of borrowing expenses ceases when the assets being acquired
or constructed are ready for their intended bse, Borrowing expenses incurred
therealter should be reeognized mg éxpeénse in the period ih which they are
mewrred.

(3) Capitalization amount of borraiing expenses

Tnterest expenses practically occutred at the eurrént terin fa special bomrowing are

capitilized after deducting the interest earned on the unused borrowing loans. The
capitalized borrowing costs for each accounting pariod are determined by using the
waighted average amount of secunulated expenditures fncurred in that period: for
the acquisition or contruction of fixed a3sets and the capitalization rate of the
borrowings. The procedures are in accordance with the Ascomting Standards fot
Busiuess Eh’terpr’i.sés - Borrpwing Costs,;
13, Gevernmentsubsidy
(1) Government subsidies are recognized when thie conditions attached 1o the subsidies
ate satisfied and the sibsidiss dré received.

(2) Morietary governmenit subsidies are'nieasured at the amount received or receivable,




Non-hongtary government subsidies are measured at fair value, If no fair valne is
available, nominal amount will be adopted. Govermment subsidies measured al
nonitinal amount are necounted into current income aceount directly.
14. Incometax

(¥) The differences between the hook values and taxable basis of certaip assets.and
tiability ttems, and provisionai differences geourred batween the book valueand
taxable basis which are not recognized as assets antl liabikities, but may be
tecognized for taxable hasis according to the law, are recognized as deferred bicome
tax asset ind deferred income tax liabilities on liability basis efitha_bulance sheet.

(2)"l“‘hésé-'taxﬂeductions.which-.ejan be used to deduct tosses and can be cartied on to
futiie yeass; to the extend of the:amaount of taxable income used fo deduct the.
deductible losses and deductible tax which can possibly be obtained; are recognized
as corresponding deferred incomeo tax assets.

(3). At the halancé sheet day, verification will be performed on the book value of
differed income tax assets, If it is not possible to abtain enongh taxable ifcorae to
peritralize the benefit 6T differed incometax assets, then the book valus of the
differed tnidine tax agsets shall be reduced. Whenever obtaining of taxable income

bevame possible, the reduced amount shall be restored.

V. CHANGE IN ACCOUNTING POLICIES, ACCOUNTING ESTIMATIONS AND
CORRECTIONS OF ACCOUNTING ERRORS

1. Changein accouniing policies

in application of the accounting policies as deseribed i1 Note 2, the Cotmpany
implemented the New Accounting Standards issued by flie Ministy of Filmnce on
Febiudry. 5, 2006 since Jauuary: 1, 2009 and restated ¢omparable financial statements-
dirring the pericd from April 1, 2009 to March 31, 3010, The change of accounting
polieies ai the beginning of this year retrospectively caleulated by adopting new

dccounting policy has:no aceumulated effect on finaneial statenieies.

2. Cliangé of aceduntingestiniations

There is 1o change of accnmting estimations during this perfod.

3. Correction of accounting erroys




Theré s no previous correction of accdunting errors during this period.

VL. TAXATION
1, Business taxes

Busincss tax is ¢alculated at 5% of the taxable incoms,

2. Enterprise income taxes

Enterprise income tax is calculated at 25% of the taxable incote.

V. PROFIT DISTRIBUTION

Thete is no distribution as no profitthiz perod.

VI NOTES TO MAINITEMS OF THE FINANCIAL STATEMENTS {in RMB)
1. Nates th main items of the balance gheet
{1) Monetary fund’
A, Details
Ending batance  Beginning balance
Cash in hand 2,4415.00 31,955.00
Barik-deposit 7,758,568.82 11,570,306.47
 Total 7,760,983,82 11,602,261.47
B. Cash in foreign currency
Hnding balance Beginning balance.
Original  Exthange Translated Origind] Exchange Transl’ate‘d
CUTrency Rate. into RME currengy Rate  Into.RMB
US Dollar(USD) 3201 6.82863 218.51
(2) Prepayment
A. Age analyze of prepaid fccounts
‘Eriding balance . Beginniig balance
Provision . Provision.
Baok Percent  forbad Net book Baok Pecent [orbad  Netbook
Agging, value 9% gebis valng value Gy debis walug.
Within 1 year  19,512,443.00  69.78 19,512,443.60  16,528,8872%  100:00 19,528,882.29
12 years $451,905.00 3022 £,451,505.00
Tota! 2796434800 100.00 2196434800 10S2BERIZ 160.00 10,328:887.29

1)




: B. No prepaid account 1o shareholders with 5% or above shares of the Company.

C, Prepayment with large amount:

Name of conmpanies Relationship  Ending balance Nature and content
Hefei Shijiemo Engiticering Prepaymeéntof
Company Limited Equipmest supplier 11,033,573.00 equipnicnt
Wenzhou Rizhang Light Industy Prepayment of
anid Machingry Company 1imited Equipment supplies 5,190435.00 squipment
-Anjt Bowi Copstritetion Prepayment of
Company Limited Building contractor 4,208,042.00 building
Zhejiang Anji Genera] Elactrle

Poawer Development Company Prepayient of
Lirmited Blectronic “supplier 1,420,000.00 electrical equipment
Subtatal 21.853.450.00

(2) Other recsivables

A, Other aceourits receivable are presented agcordingto the categories as the following:

Ending balanee: ' RBeginning balance
Provision ' Provision
Roak Pereemt forbad  Netbook ‘Boek Percent  forbad  Netbook
T valug {%5) debts vaise value (%) .debis valie
Single neocpnt
with lage
diount IAITLO0 7657 46237100 49227757 9209 AR 2TT5T
Other mindr o ) o
aCeotS 16,6003 2383 69073 4228900 751 42.289,00
Totel | 4BIRI 10000 41327330 3MS6657 10000 SHSE6ST
B. Accondt age analyze of other accoupt receivable
Endingbalance Beginning balance
. o Provision g . o wrepny Frovision .
Book: Pc.r-,cx:nt for bad Netl.wak Book ?grcznt for pad Net bopok
Ageing valug {%) debts valug yvalue %) debis viitng
‘Within 1 year 39578930 83463 39578930 53456657 10000 534;366.57
1-2 years 7148000 1697 77,489.00
Tutal 470.27830  100.00 4327830 3455657 160,00 53456657

C. N other receivable account to shareholders with 5% or above shares of the Company.

D. Inthe end, the amount of related other receivable is RMB 162,371.00,

1




(4} Tnventory

Endings balance Beginning balance
Hems Book valug [mp?i'r{h?nt Netbook value  DBook-value Tlmpait?‘fm Net book value
prbvision provision
Material (B2 1,083,739.46 1,083,739.46
(5) Fixed assets
A, Detailg
a. Original cost

Beginning balance Incréasé  Decrease Ending batance
Auxiliary equipment 47930000 1,243,100.76 1,722,400.76
Vehicles 542,600.00  213,620:00 756,220.00
Electronic and _
other equipment 77,500.00 12,855.41 90,355:41
“Total 1,099.40000 1,469,576.17 2.568,976,17

b. Accumulated depreciation

Beginning balance Tneréase  Decrease  Ending balance
Auiliary equipment 43,317.80  245443.50 288,761.30
Vehicles 33,775:23 53,483.73 $7,258.96
‘Electronio and
other cquipment’ 12,797.79 15,954:68 28,752.47
“fotal 89.890.82  314,881.91 AD4. 772,13

¢. The provision for impairment:is not made as there is no-¢vidence that the.value of

fixed dssets has deolingd in the end.

d. Net beok value
Begimting balancs liicrease:
Auxiliary equigiment. - #35,982.20 1,243,100.76
Vehicles 508,824.77 213,620.00
Electronic-and
other equipment 64,702,21 12:855:41
Total 1,009.509.18  1.469.576.17

{6) Construction ji progress

A. Details
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Decrease  -Ending balance
(24544350 1,433,639.46
53,483.73 §68,961.04.
15,954.68 61,602.94




Ending balance Beginning balance

Name of Tmpaimment Nét'bwk Impairment Net book
- constructidn Book value  Provision value Book-value  Provision value
AN factory 17,859,393.46 17,859,393 .46 8,264, 813.44 §264,813.44

B. Movements of construction.in progress
Current period  Other decrease.

Name of Beginning Current period transfer in currerit Ending
constrnetion balance ingrease into fixed assets period balance
ANJI factory  8,264,813.44 9,594,580.02 1,859,393.46

C. The provision for impairment s not made as here.-is no evidenee that the vatus

of construction in progress has declined in the end.

(7) Intangible assets
A. Details
Beginning balance Increase  Decrease Bnding balance
Land 13,528,42000  4,438.00 13,532,867.00
UFIDA system 21,680,00 21,680.00
Total . 13,508.42000 2611800 3.554,547.00
B. Amortization
Beginning balance Increase  Decrease Ending balance
Land 677,242,38 677,242,384
UFIDA system 6,624.43 ' 6,624.43
Totat . | £83,866.81 683,866.81

C. The provision for impaitment is not madeas there is no evidencethat the value
of intaﬁg’;iblc:asset_s has de‘dligned' iiy the end.
D, Net book value
| Residual amoft
Beginning balence  Inerease Detrease Ending balance  .jzation lives

Land 13,59542000 443800 67724238 12,855,624.62 570 montlis
UFIDA system 21,680.00 662443 1505557 25 months
Total 1352842900 26.118.00 683.86681 12,870.680,19

(8) Long-ferm prepaid expenses
Beginning bafance  Increase  Decrease Ending bajance

Organization Cost 2,792;203.48 2,792,203.48
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(9) Deferred income tax asset
A, Details

Itenis
Faxable influence from
carry back losses

B. Deductible tetnporary différences
‘ Ttgms

Carry back losses

(10) Accounts payable.
A, Details
hems

Acconnts payable of material

Ending balance

Ending batance

Ending balance

Beginning. balance

1,613,957.37

Beginning bdlance

6,445,829.48

Beginning balance

B. Nou accounts reccivable account to shareholders with 5% or above shares of The

Compny.

C: No related accoimts payabte,

(11) Employee’s wape payable

A; Details
Ttems Beginning balance Tncrease Decrease  Ending balance
Wage, bonus, N 4 _ _
a[lowancg} gubsidy 433259‘90 1,708,20400 1,537,79400 _1_63,7500{)
Eniployeé wielfare 24,615.90 24.615.90
§oeial insurance 24,391.50 24,391.50
Total 4325000 L757.211.40 L6367}« 163,750.00

B. Nu employee’s wiige payable in arrears,

{12) Tax payable

Trems Ending balaicé Beginning balance
Valuendded tax -651;527.03

Withhéld individud} income tax 11,170.96 10,751.43
Total 640.356.07 10.751.43
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(13) Interest payable
ltems Endirig balance Beginning balance

Long-ternt loan interest 26,400.00

-

(14) Other accounts payable

A Details
Ttems Ending balance  Beginning balance
Deposit in security 565,737.00 100,000.00
Designing fees 400,000.,00 484,000.00
Others 237,047.77 101,729.00
Total 1.202.784.77 68572900

B. No ather payable sccount to sharsholders with 5% or above shares of the
Company.

€. In the end, the smount of related other accounts payable is RMB 222,281.85.

D. Particulars about ather accounts payable with large amount:

Name of the ¢amipanies Ending balance Nahure
Hangzhou Light Industrial

© Construction and Designing Institute 400,000.00  Designing Fee

Hangzhou Environment Prolection:
Resaareh Institute of the Academy

of Coal Sciences 222,000,060 Equipment: Fee

Total £22.000:00

{15) Long-term loans

Curréitey Loan terms Ending balance Begimiing -balance
Land, Buildings
and Machinery
Siandard Chartered Bank RMB for Mortgage. 20,000,000.00 20,000,000.00

PS: The land located in Anji (Jand=use rights: ANJIGUOYONG 2008 NO.6056) With an.
area of 71,700 squaré msters was mortgaged to banks o seqtire the bank loan granted to

the C'ompany. The mortsaged value is RMB 21,510,000.00;

(16) Paid-in capital
A, Details
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Beginning Shareholding Ending Shareholding

Investors balance percent (%) Inerease Decrease balance percent (%4}
Tata Tea

Limited, India 19,250,000.00 70.00  19,230,000.00 38,500,000.00 70.00
Zhejiang Tea Group

Company Limited  8,250,000.00 30,00 8,250,000.00 16,500,000.00 30.00

Total 2750000000 10000 27.500,00000 £5,000,000.00 10000
- B. Movements of paid-in capital in ¢urrent périod
The registered capital i 55 wmillion, of Wwhich 50%, 97.5miilion had been
contributed by the partners in 2007. During current period, another 27,5 miltion has
been contibuted by partiers, Till now, the paid-in capital is 55 million, in which
Tata Tea Limited, India has. 70% and Zhejiang. Téa Group Company Limited has
30%. The paiﬁ-in capital was verified by Zhejlang Zhengyuan Certified Public

Accountants Co., 1.4d, with a capital verification report of ZheTianHuiYanZi Ne,

[2009]155.
{17Y Capital stock
A. Details
Beginning balance Increase Decriease Ending balance
Share premium 20,940.00 21,598.00 42,538.00

B. Explanations of novement 6f eapital stoek
Currént period increase in capital stock is created by the paid-incapifal premium

contribiited by Tata Tea Limited, India.

(18) Distributable profit
Distributable profit at the beginning of yéar(adjusted).
Plus: net profit of current period 4841,872.12
Less: Statatory surplus reserves
Dividend payable
Distiibutable-profit-at the ¢énd of year -4.841 87212

3. Notes to main items of the Income statement
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(1)Non-business incoms

ftemy This-period Last period
Government subsidles 670,000.00
(2) Income tax expenses .

" Ttems: _ This period Last period
Deferred inconie tax sxpense -1,613,957.30

3. Notes.to main ifems of the gash flow staténtent

(1) Appendix of cash flow statement

Trems

This geriod

a. Net profit adjusted to cash flow of business operation.

Net profit -4 §41,872.12
Plus: Asset impairmaent provision
Depreciation of fixed assets; oil-gas assets-and
| productive biological assets 314,881.91
L Amortization-of intangible assets 683,366.81
Amortization of [ong-term prepaid expenses
Loss of treating fixed assets, iitangible assets
and other long-term assets (less! gaing) 2,792.203.43
Loss of disposiig fixed assets (less: gaing)
Loss of fair value change (less: gains)
Financia] expenses {less: gains)
Investment loss (less; gains)
Decrease of deferred ineome tax-assels {less: increase) <1,613,957.37
hcre:ast:: of deferred income tax assets (Jess: decré:rts_g} _
‘Dectedse of inventory (fess: increase) 21,083,739.46
Decrease of aperationdl reesivables (less: ingreuse) 61,288.27
Increase of operational payablés (less: decredse) §23,787.73
Others:
Net cash flow generaled from business operation 2,883,540.75
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B, Tnvestriisnt and fisancing activities not involved in cash flow

Debt converted to capital shares

Convertible bonds with one yéar due

Fixéd assets obfained from financing lease

0. Net change of cash and cash equivalents:

7,760,983.82

Balance of cash at-period end.

Less: original balance of cash 11,602,261.47 |
Plus: balance of cash ¢quivalents.at the period-end

Less: original balance of cash equivalests

Net increasing of tash and cash équivalents -3,841,277.65

(2) Cash and cash equivalents

Ttems This period Last period
a, Cash
Inel. Cash in-stock 2,415,080 31,955,00

Bank dépositon démand 7,758,568.82  11,570,306.47
Other monetary eapital on derhand

b. Cash equivalents _

| Incl. Bonds investment with three months due
¢. Balance of cash and cash cquivalents 7,760:983.820  11,602.261.47

‘Constrained cash and cash equivalents of the.

patent company and fnternal subsidiarfes

X. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS
1. Qualification of related parties

According to “Accounting Standards for Business Enterprises No, 36— Disclosure of

related purties”, When a party-controls, jointly confrols or exercises significant fifluence

aver anothér party, or wheén two or more parlies are under the contfol, Joivt contral or

sighificant inflience of the same paity, the affiliated party relationships are constituted.

2. Related parties

{1) Parent company and ¢ontrolling related parties
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Registered

. Name 6f entity address Principal business  Pajd-in capital  Percent (%)
Tata Téa Limited, Indin India Sale of Branded Tea  38,500,000.00 70%
{2) Other related parties
Name of éntity Relationship with the Company
* Zhejiang Tea Group Company Limited Sharcholder
Zhejiang Huada Tea Manufactiring Subsidiary of the shareholder
Conitpany Limited

3. Related party tramsactions

(13Purchise of goods

Accumulated this year
Name 6f entity Amowit  Percend(%) Pricing policy
Zhiejiang Huada Tea Manufacturing

Company Limited 1,083,700.900 100.00 Contract price

(2) Reveivable from and payable to related parties

Ending balance Beginning balance
Provision for Provision for
Namie of entity Amount  bad debts Amount  bad debts
a. Other gec&ivaﬁi_é_a
Zhgiigng Hodda Tea
Manufacturing Compuny Timtited  362,371.00 362,371.00

b. Accounts:payable
Zhejiang Huiida Tea
Manifzeturing Compiny Limited.  837,339.46

b, Othsraecounts payable

Zhejiang Tea Group

Compiaiy Limited 1,817.85

Zhejiang Huida Tea

Manafechsting Cofopany Limited.  190,313,00 77,313.00

(3) Othigr transaction with related party:
a. The company paid RMB 34;328.25 to Zhejiang Tea Group Company Limited for the office

leased this period.
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. The company paid RMB 656,250.00 to Zhejiang Tea Group Compuny Limited for the

consultant service it provided.

X. CONTINGENCIES
As af the balance sheet date, the Company has no material contingencies that need to be
disclosed.

X, COMMITMENTS
The Compeny entéred purchase ordeis for Plant & Machinery during the reporting period.
Tstimated amount of contracts renaining to be exeoiited on capital accouint and not provided

£0r.as at balanice. shest dale aggregated RMB 10,620,089 (Last Year — RMB 19,940,120)
XI. EVENTS OCCURING AFTER THE BALANCE SHEET DATE

‘As at the dpproval date 6f the {ssue of the financial statements, the Company has fio

Significant events ocourrinig after the balance shest daté that need to be. disclosed.

ZHEIJTANG TATA TEA EXTRACTION COMPANY LIMITED
April 19th, 2010
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