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INDEPENDENT AUDITOR’S REPORT

ZhongHuiKuaiShen[2015]No. 0299

To the board of Zhejiang Tata TEA Extraction Company Limited,

We have audited the accompanying financial statements of Zhejiang Tata TEA Extraction Company Limited,
which comprise the balance sheet as at December 31, 2014, and the income statement, statement of cash flows
and statement of changes in equity for the year then ended, and a summary of significant accounting policies

and other explanatory information.

Management’s Respousibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with China Accounting Standards for Business Enterprises,and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from

material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Auditing Standards for Certified Public Accountants of China. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or efror. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair

presentation of the financial statements in order to design audit procedures that are appropriate in the
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circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal

control.

An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of

accounting estimates made by management, as well as evaluating the overall presentation of the financial

statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our

audit opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
Zhejiang Tata TEA Extraction Company Limited as at December 31, 2014, and its financial performance and

its cash flows for the year then ended in accordance with China Accounting Standards for Business

Enterprises.

Emphasis paragraph

We draw attention of financial statement users to note that Zhejiang Tata TEA Extraction Company Limitcd
has suffered losses of RMB 26million yuan . As of December 31, 2014, Zhejiang Tata TEA Extraction
Company Limited has a net capital deficiency of RMB 23million yuan. These conditions indicate that
existence of a material uncertainty which may cause significant doubt aboui the Company’s ability to continue
as a going concern, in the future, however, both the Parent pariners will give strong funding support to

alleviate any such situation .This paragraph will not qualify our stated opinion.

Chinese Certified Public Accountant:
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INCOME STATEMENT

FOR THE YEAR FROM JANUARY 1, 2014 TO DECEMBER 31, 2014

ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITED

Unit:Rmb Yuan

Items Notes | Line Current Year Prior ¥ear
Operating revenue 1 1 1,982,739 68 3,905,766 48
Less: Operating costs i 2 201857331 4074 L1026
Business taxes and levies 2 3 3,905 31 2.082.12
Selling and distribution expenscs 4 129737 09 T1.62295
CGieneral and admunisirative expenses 5 13,024 6601 47 100,496 461 8|
Financial expenses{income) 3 6 8,166,037 10 6,220 860 61
Assel impairment loss 4 7 459011541 0444 6R1 20
Add: Gains / (losses) on changes in fair values ]
Investment income / (losses) 9
Inel : Income / (losses} from investment in associates and joint ventures 10
Operating profiti{losses) 11 -26.889.230.01 21220061 87
Add: Non-operating income 5 12 72,365 89 262529891
Less: Non-operating expenses 6 13 386.84 3493.14
Incl. Diposal toss of non-current assets 14
Profit / (losses) before income tax Is -26,817,250.96 -24,598.256.10
Less: Income tax expenses 7 16 15,632,964 55 -6470,218 52
Net profit/{loss) 17 -42,450.215 51 -18.128.037.58
Farnings per share 1%
{ | YBasic earnings per share 19
{ 11Dilited earnings per share 20
Other comprehensive income / {losses)
Tuotal comprehensive income / (osses) 20 -42.450.215.51 -18.128.037.58

Person in Charge of the Company:

Persan in Charge of Accounting Functinn:

Person in Charge of Accounting Department:



FOR THE YEAR FROM JANUARY 1, 2014 TO DECEMBER 31, Zﬁid

CASH FLOW STATEMENT

ZHENANG TATA TEA EXTRACTION COMPANY LIMITEDN

UnitRmb Yuan

Current Year

I’rior Year

Items Notes Line
I .Cash flows from aperating activites
Cash reccived from sale of goads or providing of services 1 4.478.738.24 1126,8R6.04
Refund of tax and fevies 2 9853483 226.135.99
Cash received relating 1o other operating activitics 3 556.121.69 13.439.46
Subtotal of cash inflows 4 5.433.394.76 3.386.481.49
Cash paid for goods and services 5 2.200.881.20 6.666.929.34
Cash paid to and on behalf of employees é 311114461 4,703.316.48
Payments of all types of taxes 7 301.404.83 431.302.09
Cash paid relating 10 other operating activities 8 1,925.248.78 9.415,115.56
Subtotal of cash outflows g 9.738.679.42 21.216.663.47
Net cash flows from operating activities 16 -4.305.284 .66 -17.830.181.68
1l .Cash flows from investing activities:
Cash received from investment retrieving 11
Cash received from returns on investments 12
Net cash received from disposal of fixed assets, intangible assets and 3.900.000.00
other long-term assets 13 [
Net cash receipts from disposals of subsidiaries and other business unitp 14
Cash received relating to other investing activities 5
Subtotal of cash inflows 16 £.900,000.00
Ess;s::spald to acquire fixed assets, intangible assets and other long-term , 66.645.93 6851221
Cash patd to acquire investments 18
Net cash paid to acquire subsidiaries and other business units 19
Cash paid relating to other investing activities 20
Subtotal of cash outflows 21 66,645.93 (8.512.21
Net cash flows from investing activities 22 -66.645.93 8.831.487.79
[Il.Cash flows from financing activities.
Cash received from investmnet 23
Cash received from borrowings 24 61.268.333.29 103,779.860.13
Cash received relating to other financing activities 25 38.500.000.00
Subtatal of cash infllows 26 61.208.333.29 144.279.860.13
Cash paid to repay debts 27 30.006,509.37 129.819.318.08
Cash paid for interest expenses and distribution of dividends and profit 28 T7.551.970.17 4,997.409.91
Cash paid relating to other financing activities 29
Subtotal of cash outflows 10 57.558.479.54 134,816,727.99
Net cash flows from financing activilies 31 3.709.853.75 9,463,132, 14
influence of exchange rate changes on cash and cash equivalents 32 -7.829.13 -48,350.54
Net increase in: cash and cash equivalents 33 -669,503.97 416.087.41
Plus: Balance of cash and cash equivalents at the beginning of period 34 941,726.98 525,639.57
Ralance of cash and cash equivalents at the end of period 35 271,821.01 941,726.98

Person in Charge of the Company:

Person in Charge of Accounting Function:

Person in Charge of Accounting Department:
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ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2014

(Alt amounts in Rmb Yuan unless otherwise stated)

I. General

Zhejiang Tata Tea Extraction Company Limited Company (“the Company™) is Sino-foreign
investment equity joint venture enterprise set up by Tata Global Beverages Limited, India and
Zhejiang Tea Group Company Limited, China according to the approval letter No.
zhefuzihuzi [2007]00181 issued by the People’s Government of Zhejiang Province on
September 4, 2007. The Company was registered with Huzhou Administration Bureau of
Industry and Commerce on September 14th of 2007, with the business license numbered

330500400002483.

The Company’s registered capital is RMB 55 million, the total amount of which has been
contributed by the partners by the balance sheet date. Tata Gioba! Beverages Limited, Tndia
contributed capital of RMB 38.50 million, accounting for 70% of the registered capital; and
Zhejiang Tea Group Company Limited contributed capital of RMB 16.50 million, accounting

for 30% of the registered capital.

The Company’s approved operating scope includes research and development of tea and other

new plant products, production and sales of tea goods and tea substitute [tea goods (instant

tea)] (valid till September 12, 2057).

I1. Basis of preparation of financial statements

The Company prepares financial statements on the going-concern basis, recognizing and
measuring transactions or events that have actually occurred, in accordance with China
Accounting Standards for Business Enterprises proclaimed by the Ministry of Finance in

February 2006.

Page 1 of 28



I11. Statement of compliance

The financial statements of the Company have been prepared in accordance with Ching
Accounting Standards for Business Enterprises, and present truthfully and completely, the

Company’s financial position as of 31 December 2014, and the Company’s financial

performance and cash flows for the year then ended.

IV. Principal accounting policies, accounting estimates and prior period errors

(I) Accounting period

The Company’s accounting year starts on | January and ends on 31 December.

(ID) Recording currency

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

(II1) Cash and cash equivalents
Cash equivalents refer to short-term and highly-liquid investments with original maturities

within three months or less that are readily convertible to known amounts of cash and subject

to an insignificant risk of changes in value.

(IV) Foreign currency transactions

1. Translation of foreign currency transaction

Foreign currency transactions are translated into RMB at the market exchange rates on the
transaction dates. Ending balances of monetary assets and liabilities denominated in foreign
currencies are translated into RMB at market exchange rates on the balance sheet date. Except
for the exchange differences of special borrowings’ principal and interest related to the
construction of assets eligible for capitalization, exchange differences arising from these
translations are recognized as profit or loss in the period. The ending balances of
nonmonetary assets and liabilities denominated in foreign currency and measured at historical
cost are translated into RMB at market exchange rates on the transactions dates: and those
measured at fair value are translated at market exchange rates on the dates of determining fair

value, with the related exchange differences recognized as gain or loss on changes in fair

value,

Page 2 of 28
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2. Translation of financial statements denominated in forcign currency

Assets and liabilitics in the balance sheet are translated at the spot exchange rate prevailing at

the balance shect date. All equity items except for undistributed profit are translated at the

spot exchange rates at the dates on which such items arise. income and expenses in the

income statement are translated at the average exchange rate in the periad. Translation

differences arising from the above mentioned are presented as a separatc component of

owner’s equity in the balance sheet. Cash flows on the cash Mow statement are translated at

the average exchange rate at the dates of the cash transactions. The influences on cash of

translation differences are presented as a separate component in the cash flow statement as an

adjustment item.

(V)Bad debts of receivables

1. Receivabies that are individually significant and provided for bad debt provision separately

Criteria of individual
significant amount

Accounts receivable-- specific amount that accounts for over
10% of total accounts; other receivables-- specific amount
that accounts for over 10% of total accounts.

Bad debt provision
method for receivables
that are individually
significant and provided
for bad debt provision
scparately

If any objective evidence in the individual impairment test
shows that it has been impaired, bad debt provision shall be
made at the difference between the present value of future
cash flows and its book value; if no impairment is formed
with separate individual impairment test, bad debt provision
shall be made by aging analysis method in credit risk

combinations classified by age.

2. Receivables that are provided for bad debt provision by combination

Criteria of combination

Credit risk combinations are classified by age.

Bad debt provision method for
receivables that are provided for | Aging analysis method
bad debt provision by combination

Bad debt provision method for receivables in credit risk combinations classified by age:

Bad debt provision | Bad debt provision

Age percentage  for  account | percentage for other
receivable (%) receivables (%)

Within 3 years 0.00 0.00

Over 3 years 0.50 0.50

Page 3 of 28
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3. Account receivables that are insignificant in amount individually but provided for bad

debt individually o
There is objective evidence that  the

Reason for making bad deM provision
individually

recoverability is significantly different from

others.
Bad debt provision shall bc made at the
Bad debt provision method difference between the present value of future

cash flows and its book value.

4, For other receivables (including notes receivable, prepayments, interest reccivable and
long-term accounts receivable etc.), bad debt provision is made at the diffcrence between

the present value of future cash flows and its book value.

{(VI}Inventories

1. In ventorics of the Company are: (a) finished goods held for sale in normal operation
process; (b) work-in-process, and (c) materials or supplies etc. to be consumed in process of
production or service provision.

2. Inventories are measured at actual cost. Inventories purchased are calculated at actual
procurement cost and inventories acquired from further production are calculated at actual
procurement cost and further processing cost.

3. In ventories issued are measured on weighted average method.

4. Inventories at the balance sheet date are measured at the lower of cost and net realizable
value. When the realizable value is lower than the cost, the difference is recognized as a
provision for decline in value. Provision for decline in value of inventories is made by
comparing cost with net realizable value on an individual item basis. Net realizable value is
the estimated selling price in the ordinary course of business less the estimated costs to
completion and the estimated expenses and related taxes necessary to complete the sale.

5. Perpetual inventory system is adopted.

6. Turnover materials including packaging materials and low value consumables are written

off in full when issued for use.

(VI1) Fixed assets and accumulated depreciation

|.Criteria of fixed assels

Fixed assets is defined as the tangible assets which are held for the purpose of producing

Page 4 of 28
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goods. providing services. leasc or for operation & management. and have more than one year
of useful life.

I"ixed assels should be recognized when satisfying [ollowing conditions at the same time:
Firstly, the cconomic interest related to the fixed asset is probably flowed into the Company:
secondly, the cost of the fixed asset is reliably measured. The subsequent expenditures related
to the fixed asset should be recognized as fixed assel cost, if complying with above
recognition conditions. If not complying with above recognitien conditions. it should bhe
recognized as current profit or loss when occurred.

2. Initial measurement of fixed assets

Fixed assets are initially recorded at cost.

A, Purchased fixed assets are recorded at purchase price, related taxes, and expenses that
occure before the assets are ready for their intended use and are attributed to the fixed assets
such as delivery costs, handling fees, installation costs, and professional service fees and so
on. If a certain payment is made for purchasing several fixed assets not priced separately, the
cost of each fixed asset shall be ascertained by allocating the payment according to the
proportion of fair value of each fixed asset to the total cost of all assets acquired. If payment
of purchasing fixed assets is deferred beyond normal credit terms and has financing nature
substantially, its cost is recorded at the present value of purchasing price. The difference
between actual payment and the present value of purchasing price is recognized as current

profit or loss over the credit period except these capitalized according to “Accounting

Standard for Business Enterprise NO. 17 Borrowing Costs™.

B. Self-constructed fixed assets are recorded af the total expenditure incurred for the
construction before the assets are ready for their intended use.

C. Fixed assets contributed by the Company’s investors are recorded at the value agreed in the
investing contract, except that the value agreed in the contract is nat fair,

D. Fixed assets acquired from exchange of non-monetary assets, debt restructuring, business

combination and finance lease are recorded separately in accordance with “No.7 of

Accounting Standards for Business Enterprises——Exchange of Non-monetary Assets”, “Na.

12 of Accounting Standards for Business Enterprises Debt Restructuring”, “No. 20 of

Accounting Standards for Business Enterprises——DBusiness Combinations™, “No. 21 of
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Accounting Standards {or Business Enterprises-—--Leasc”.
1. Depreciation of fixed assets
Fixed Assets are depreciated over the useful life of each asset class using the straight line

method. The depreciation rates are determined as follows based on asset class cstimated

useful lives and estimated residual values (10% of the original cost):

. Estimated Residual  Annual

Class of fixed assets . . .
useful life value depreciation rate

Buildings 20 years 5% 4.75%
Machinery and equipment 10 years 10% 9.00%
Vehicles 4 years 10% 22.50%
Office equipment 3-5 years 10% 18.00-30.00%
Auxiliary equipment 5 years 10% 18.00%

Capitalized expenditures arising from the renovation of fixed assets arc depreciated by using
the methad of average life length over the shorter period of interval between the current
renovation to the next and the expected remaining useful life.of the renovated fixed assets.

4, The fixed assets are recognized as idle fixed assets when they have not been used three
consecutive months caused by shortage of work time and natural disaster (except seasonal
gnavailability). The idle fixed assets are depreciated in accordance with other fixed assets in
the same class.

5. Impairment of -ﬁxed assets

At the balance sheet date, if th_ere is evidence that the value of fixed assets has declined, the
provision for impairment of fixed assets should be made in accordance with the method

explained in Note 111, (XII) to the financial statements.

(VIII) Construction in progress

1. Construction in progress shall be recognized when satisfying that the economic interest will
probably flow in and that the cost can be refiably measured. Construction in progress 8
measured at actual cost before the construction is ready for intended use.

2. Construction in progress js transferred to fixed assets at practical construction expenditures
as soon as the cpnstructi;m is ready for intended use. If construction in progress that is ready

for intended use has not been conducted completion accounts, it should be temporarily
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transferred to fixed assets at its estimated value. The estimated value should be adjusted
according to its actual cost when it has been conducted completion accounts, while the
accumulated depreciation needs not to be adjusted.

3. At the balance sheet date, if there is evidence that the value of construction in progress has
declined, the provision for impairment of construction in progress should be made in

accordance with the method explained in Note I11. (X111) to the financial statements.

(IX) Intangible assets

1. Initial measurement of intangible assets

The cost of intangible assets shall include the purchase price, relevant taxes and other
necegsary expenditures directly attributable to intangible assets for the expected purpose.

2. Useful lives and amortization of intangible assets

As for the intangible assets with limited service life, the Company shall estimate the years of
its service life, or the amount of the output or any other similar measurement unit, which
constitutes its service life. If it is unlikely to forecast the length of period over which an

intangible asset can bring economic benefits to the enterprise, the intangible asset shall be

. regarded as an intangible asset with uncertain service life.

An intangible asset with limited service life should be systematically amortized according to
the expected: realization pattern of economic interest related to the intangible asset. If the
expected realization pattemn eannot be determined reliably, it should be amortized by
straight-line method. An intangible asset with uncertain service life is not amortized, but is
tested for impairment and reviewed for its useful life on an annual basis.

3. At the balance sheet date, the Company shali evaluate the ability that the intangible assets

may bring future economic interest and make the provision for impairment of intangible.

ASSELS as necessary.

(X) Long-term prepaid expenses

Long-term prepaid expenses are recorded at actoal amount as incurred and amortized on a
straight-line bagis over the ;ﬁeriod that obtains benefit from the expenses. If a certain item of
long-term period expenses cannot bring economic benefits for the future accounting periods,

the remaining carrying amotuint is recognized as gain or loss in the period.
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(XI) Impairment of assets

This accounting policy refers to the impairment of other main assets except inventory,
investments in real estate and financial assets.

1. Non-financial assets include fixed assets, constructions in progress, intangible assets and
goodwill. At each balance sheet date, the Company reviews fixed assets, constructions in
progress, and intangible assets with limited useful life to find out whether there is sign of
impairment. Goodwill and intangible assets formed by merger of enterprises, whether or not
there is impairment evidence, shall be reviewed annually for impairment.

If evidence shows that impairment has happened, then the residual value will be estimated.
Estimation of recoverable value is on basis of single assef. If it is hard to estimate the
recoverable value of a particular asset, then the recoverable 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 book value, impairment provision shall be provided at the difference of the two, and shall
be accounted into current profit or loss.

2. Once impairment losses of above assets are recognized, they cannot be reversed in

subsequent accounting periods.

(XH) Borrowing expenses

1. Recogiiition of borrowing expenses

Borrowing expenses include borrowing interests, amortization of discount or premium,
auxiliary expenses, and exchange balances due to bomowings in foreign currencies.
Borrowing expenses that can be attributed to purchase or construction of assets and comply
with capitalization conditions start to be capitalized when the payment of asset and borrowing
expenses have already been incurred, and the purchase or produetion activities in purpose of
making the asset usable have started. Capitalization shall be terminated as soon as the asset
complying with capitalization conditions is ready for intended use. The other borrowing
expenses are recognized as expenses when incurred.

2. Capitalization period of borrowing expenses

A. The capitalization of borrowing expenses commences as the following three

Page 8 of 28



A —— A W 2 .

conditions are met: (a) the capital expenditures are incurred; (b) the borrowing
expenses are incurred; (c) the acquisition or construction activities have commenced
1o enable the assets to be ready for their intended use.

B. The capitalization of borrowing expenses should be suspended during the periods
when the acquisition or construction activities are abnormaily interrupted and the
intetruption period is more than three consecutive months; the borrowing expenses
are expensed during the period until 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 use. Borrowing expenses incurred thereafter
should be recognized as expense in the period in which they are incurred.

3. Capitalization amount of borrowing ¢xpenses

Interest expenses practically occurred at the current term of a special borrowing are
capitalized after deducting the interest earned on the unused borrowing loans. The capitalized
borrowing costs for each accounting period are determined by using the weighted average.
amount of accumulated expenditures incurred in that period for the acquisition or construction
of fixed assets and the capitalization rate of the borrowings. The procedures are in accordance

with the Accounting Standards for Business Enterprises ~ Borrowing Costs.

{XHI) Inconte recognition

[. Sale of goods

Revemie from sale of product is recognized when all the following conditions have been
satisfied: {a) The seller has transferred to the buyer the significant risks and rewards of
ownership of the goods; (b)’ The seller retains neither continuing managerial involvement tq
the degree usually associated with ownership and does nor effective control over the goods
sold; (¢) It is probable that the economic benefits associated with the transaction will flow to.
the enterprise; (d)The amount of revenue and cost of the goods sold can be measured reliably.

2. Rendering of services

Revenue from rendering of services is recognized when aii the following conditions have

been satisfied: (a) If service is rendered in one accounting year, income is recognized after the
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company has delivered the service, and received the revenue or the right to collect the

revenue; (b) Il the services start and end in different years, income is recognized by

percentage of completion method on the folloawing conditions: the amount of revenue and

percentage of completion can be determined reliably; the economic benefits of the scrvice

could flow to the company; the cost incurred to date and cost incurted to complete the service

can be measured reliably; (c) If the result of long time service contract could be reasonably

estimated, revenue at period end is recognized by percentage of completion method, and cost

is also computed on the same percentage of estimated total cost.

3. Revenue arising from the use by others of enterprise assets

Revenue arising from the use by others of cash asset yielding interest is calculated at the

period when cash is used and applicable interest rate; and revenue and expense from the use

by others of assets other than cash are calculated at period and charging method prescribed in

relevant contract or agreement,

Revenues above are recognized only when all the following conditions have been satisfied: (a)
it is probable that the economic benefits associated with the transaction will flow to the

enterprise; (b) the. amount of the revenue can be measured reliably.

(XIV} Governmental subsidies

1. Governmental sn_;lbsidies are recognized when two conditions ave satisfied: (1) the Company
can satisfy conditions for governmental subsidies; (2) the Company can receive governmental
subsidies.

2. When the governmental subsidies are monetary assets, they ar¢ measured by the amount
received or receivable. When the governmental subsidies are non-monetary assets, they are-
measured at fair values, If the fair values cannot be acquired reliably, the nominal amount is
used for measurement. |
3. Governmental subsidies are-classified as the governmental subsidies related to assets and to
gains. When governmental subsidies related to assets are received, they are recognized as
deferred income, and distributed to profit or Joss on a straight-line basis during the useful life
of relevant assets. When governmental subsidies rolated to gains are received, different

treatments are used: (1) if the subsidies are used to compensate relevant expenses or losses in
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following periods, deferred income is recognized and will be included in profit or loss when
relevant expenses are recognized, (2) if the subsidies are used to compensate relevant

expenises or losses that have been recognized, they are included in current profit or loss

directly.

(XV)Enterprise income tax

1. At the balance sheet date, deferred income tax assets and deferred income tax liabilities are
measured on the basis of the difference between the carrying amount of assets or liabilities
and their tax base (or the difference between the tax base and the carrying amount of those
items that are not recognized as assets or liabilities but have a tax base that can be determined
according to tax laws) at the applicable tax rate for the period in which the asset (or liability) |
expected to be recovered (or paid).

2. Deferred tax assets are recognized to the extent that it is probable that future taxable profit
will be available against which the asset can be utilized. At the balance sheet date, deferred
tax assets that were not recognized in prior periods can be recognized in the current period if
there exists solid evidence that future taxable profit is probable to be sufficient to deduct the
deductible temporary differences.

3. The carrying amount of deferred tax assets is reviewed at the balance sheet date. The
deferred tax assets are reduced to the extent that it is no longer probable that sufficient faxable
profit will be available to allow the related tax benefit to be utilized. Any such reduction is

reversed to the extent that it becomes probable that sufficient taxable profit will be available.

(XVI) Changes of main accounting policies and accounting estimates

1. Change in accounting policies
The company implement China Accounting Standards for Business Enterprises revised
latest by the Ministry of Finance in 2014, while the implementation has no influence on
the financial statements for current and previous periods.

2. Change of accounting estimations
There is no change of accounting estimations in current accounting period.

3. Correction of prior period errors

There is no correction of prior period errors in current accounting period.
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V. Taxation

= I. Value added tax

Vilue Added Tax is calculated at 17% of the added value.

2, Housiné property tax

Housing property tax is payable at 1.2% of 70% of property’s original value or at 12% of

rental income.

3. Land-use tax
: Land-use tax is calculated at RMB 8.00 per square meter multiplied by the arca of land,
_ 4. Water construction fund
; Water construction fund is calculated at 0.1% of the operating revenue.
= 5. Enterprise income tax
i Enterprise income tax is calculated at 25% of the taxable income.
V. NOTES TO MAIN ITEMS_ OF THE FINANCIAL STATEMENTS
i The unit of amount in this section is RMB, unless otherwise stated.
: 1. Notes o main ifems of the balance sheet
- (1) Cash
; Details
- Ttems Ending bailance Beginning balance
F Cash in hand 3,921.02 5,042.32
% ‘Cash at bank 267,899.99 936,684.66
Total 271,821.01 941.726.98
- (2) Accounts receivable
B  A.Details
i
Ending balancg Beginning balance
Percent Provisiéﬁ for Net book Percent  Provision for  Net baok
Items Book value (%) bad debts value Book value (%) had debts value
Provided for bad
debt provision by 823.028.82  100.00 823.028.82
combinatipn .
Ea . Page 12 of 28



Classification criteria of accounts receivable:

(@ Individually significant and provided for bad debt provision separately: Accounts
receivable whose specific amount accounts for over 10% of total accounts and are
provided for bad debt provision separately;

@ Provided for bad debt provision by combination: Accounts receivable in credit risk
cambinations classified by age, excluding those included in arealD,

@ Insignificant in amount individually but provided for bad debt individually: Accounts

‘_? receivable whose recoverability is shown as significantly different by objective
evidence excluding those included in ama@.
3 B. Bad debt provision
Accounts receivable that are provided for bad debt provision by combination
- L For ahove accounts receivable presented in combinations, bad debt provisions are made

hy aging analysis method as follows:

' _ Ending balance o _  Beginning balance
' Book Percent Provision for  Net book Book  Percent Provision for  Net book
Age value {%)  bad debts valug value (%%)  bad debts value
‘Within 1 year 823,023.82 100.00 823,028.82

C. There are no accounts receivables from shareholders with sharcholding of not less

than 5% as at the balance sheet date.

D. There are no accounts feceivables from related parties as at the balance sheet date.

. (3) Prepayments
. A. Ageing analysis
— 7 Ending balance Beginning balance
Book Percent Provision for  Net book Book Percent Provision for  Net book
Age value (%} bad debts value value {%) bad debts value
i Within 1 year 273,303.55 9953 373,303.55 210281.83 9939 210,281.83
1-2 years
3 2-3 years 129300 0.6 1.203.00
{ - 3-4 years 293.00 047 1.293.00
3 Total 21459635 10000 7439655 AOL62Y 10090 18016033
B. There are no prepayments to shareholders with shareholding of not Jess than 5% as at
the balance sheet date. '

C. No provision for impairment is made as there Is no evidence that the value of

prepayments has declined as at the balance sheet date.
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(4) Other receivables
— A. Details
: Ending halance Beginning balance
” Percent  Provision for  Net hook Percent Provision for  Net book
. ltems Book valuc (%6} bad debis value Book value (%0} bad debis value
Pravided for bad
. debt provision by 5192378 60.23 $1923.78 55667958 97,67 556,679.58
P tombination
' Insignificant in
amount
- individually but 3498000 3977 34,280.00 13,280.00 2.33 13,280.00

Cod provided for bad
debt individually

- Total 8620378 10000 8620378 56995958  100.00 562,959.58
Ctassiﬁéa’ziOn criteria of other receivables:

= (D Individually significant and provided for bad debt provision separately: Other
receivables whose specific amount accounts for over 10% of total accounts and are

provided for bad debt provision separately;
{@Provided for bad debt provision by combination: Other receivables in credit risk

combinations classified by age, excluding those included in area(D.
(nsignificant in amount individually but provided for bad debt individually: Other

receivables whose recoverability is shown as significantly different by objective evidence

excluding those included in area(.

B. Bad debt provision
1) Accounts receivable that are provided for bad debt provision by combination

= ' For above accounts recgivable presented in combinations, bad debt provisions are made

by aging analysis method as follows:

. Ending balance Beginning balarice
. — : — :
' Book Percent Pm‘_nsfm - Net book Book Percent [’rm:lston Net book
Age value (%) for bad vahie vatue (%) for bad vehie
— i debis debfs
" Within | year 3716467 7157 3716467 47344760 B85.05 473,447.60
I 1-2 years 1,847.50 3.56 1,847.50 83,231.98 1495 : 83,231.98
2-3 vears 12,911.61 487 12,911.61
3 _ '
§§ Total 3192378 10000 L9378 55667938 L0000 356,675.58

2) Other receivables that are insignificant in amount individually but provided for bad

g debt individually

) E : Page 14 of 28




Content : Book value

Bad debt
provision

Depaosit 34,280.00

Provision
percentape  Reason

Fully recoverable by valid

coniract

C. There are no other receivables from shareholders with shareholding of not less than

5% as at the balance sheet date.

I3. There are no other receivables from related parties as at the balance sheet date.

(3) Inventory

A. Details of inventories

Ending balance

Beginning balaiice

Iﬁapairmcm Impairment
ftems Book value provision Net hook valuc Book value provision Net tinok value
Raw materia} 473,140.18 473,140.18 72804313 728.043.13
Finished g00ds 95941 18103 10,284,114.63  11,957,066.40 26792897.61 R66RASO.89 18,124,477
Work in process 145 180,38 155,180.38
Total 2286050159 1028411463 298538696 205209407 BEGRISOEY 1885248085

B. Provision for decline in the value of inventories

{a) Movements: of provision for decline in the value of Inventories

Beginning
Type balance -
Finished
goods 8,668,459.89

Current period decrease

Current period
increase

4,399,115.41

Reversals
due to value
rebound

Transfer out

for other
reasons

2,983,460.67

{b) Determination method of provision for decline in the value of inventories

Ending
balance

10,284,114.63

Provisions for declines in the value of inventories are determined on an individual class

basis at the differenice between the carrying valie of the inventories and their net realizable

" value. The net réalizable value is determined at expected selling price of goods produced

minus the expected further processing costs to be incurmed, selling expense and relevant taxes.

(6) Fixed assets
A, Details

a. Original cost
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—_ Beginning balance Increase Decrease  Ending balance
' Buildings 25,929,668.00 13,822.00 25.943.490.00
L= Machinery 34,129,760.75 42,567.52 34,172,328.27
) Vehicles 756,220.00 756,220.00
- Office equipment 2,665,666.98 2,665,666.98

; Auxiliary
- equipment 600,506.68 600,506.68
Total 64,08],822.4] 36,182.52 64,138,211.93

b. Accumulated depreciation

Beginning balance Incréase Decrease  Ending balance

. Buildings 3,687,125.40  1,232,506.20 4,919,631.60
i
] ‘Machinery 5911,249.17  3,090,854.37 9,002,103.54
4 Vehicles 620,592.28 680,598.00
- Office equipment 2.014,915.62 251,884,778 2,266,800 .40
i3 .as
Auxiliary
: equipment 37564184  108,091.32 483,733.16
= Total 12.669,530.03  4.683,336.67 17,352.866.70

¢. The provision for impairment is not mede as there is no evidence that the value of
fixed assets has declined as at the balance sheet date.
d, Net book value

Beginning ba’iaﬁce Incréase  Decrease  Ending balance

Buildings 22,242,542.60 13,822.00 1,232,506.20 21,023,858.40

Machinery 78,218,511.58 42,567.52 3,090,85437  25,170,224.73
7 Vehicles 75,622.00 75,622.00
Office equiptient 650,751.36 251,884.78 398,866.58
Auxiliary
3 . gquipment 224,864.84 108,091.32 116,773.52
Total - 51.412.292.38 56,389.52 468333667 4678534523
;"} (7) Construction in progress
E )
! A. Details
f £
] g; Page 160728
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Land

Ending batance Beginning balance
Name of l Impairment Net book [mpairment Net book
construction Book value  Provision value Book valug Provision vlue
Waste water
pollution
controf system 59,572.65 59,572.65 49,316.24 49.316,24

B, Mavements of construction in progress

Martfie of Beginning  Current period Current period transfer  Other decreasc

construction balance . increase inte fixed assets  in curvent period  Ending balance
Waste water

pollution control

system 49,316.24 10,256.41 59.572.65
Tea feeding

maghine 21,200.00 21,200.00

Total 49,3164 3l436.41 2120000 957263

C. No provi sion for impairment is made as there is no evidence that the value of

construction in progress has declined as at the balance sheet datg,

(8) Intangible assets
A. Details
Beginning balance Increase Decrease  Ending balance
Land 6,435,740.69 6,435,740.69
UFIDA system 65,782.56 65,782.56
Total 6,501,523,25 - 6,501,523.25
B. Amortization
Beginning balance Increase Decrease Ending balance
Land 803,945.03  128,727.00 932,672.03
UFIDA system 65,782.56 65,782.56
Total 869,721,590  )28,721.00 998,454.59

C. No provision for impairment is made as there is no evidence that the value of
intangible assets has declined as at the balance sheet date.

D. Net book value

Begintiing balance  Increase Decrease  Ending balance Residual amortizatian li ves

5,631,795.66 128,727.00  5,503,068.66 513 months
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{%) Long-term prepaid expenses

{temn Origina! cost  Beginning balane  Intrease Amortizaiion Ending balance

Ceramic membrane for TP 3,972.649.57 1.103.513.84
Resin consumption 110,000.00 5041671

Total 410372649  L153.930.53

(10} Deferred income tax asset

A. Details

ltems Ending balance
Tax impact of

carry forward losses

Tax impact of provisions for

impairment of inventory

Total

B. Deductible temporary differences

ltems Ending balance
Carry forward losses

Provigions for impairment of
inventory

Total

(11) Shori-term borrowings

A. Details

Items " Endihg balance

Credit loans

1.103,513.84
50,416.71
L.133,230.33

Beginning balance
13,465,849.58

2,167,114.97
15,632.964.35

Beginning balance

53,863,398.30

8,668,459.89
6253183819

Beginning balance

33,484,291.98

Guaranteed loans 50,041,115.90

Total 50.041,115.90 ﬁ&é&iﬁ
(2) Guaranteed loans details:

Lending bank Loan balance The guarantor
'VRabo bank e 14,987,887.40 TGBL ;
Deutsche bank 35,053,228.50 DEUTSCHE BANK AG

R KOLKATA(CALCUTTA)

Total o - 50,041,115.90 |
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= {1 2) Accounts payable

) )

i A. Deta ils
Items Ending balance  Beginning balance
Accountg payable for material 826,378.80 348,154.06

B. There are no accounts payable to shareholders with shareholding of not less than 5%

as at the balance sheet date,

C. There are no accounts payable to related parties as at the balance sheet date.

{13) Advances from customers

A. Deta ils
Ttems Ending balance  Beginning balance
Advances from customers 1,661,527.66

B, The amount of advances from customers to related parties is RMB 1,661,527.66 as at

thie balance shieet date, which account for 100.00% of the total balance.

(1 4) Employee’s remuneration payable

d
R
i
B
B
R

A, Details
Items Beginning balance Increase Decrease-  Ending balance
a.Short-term
remuneration:
* Wage, bonus, _ '
allowance, subsidy 659,671.72  3,443.97824  3,762,286.38 341,363.58
Employee welfare $,025.66  746,071.55  727,539.37 23,557.84
Medical insu’fance 32,628.75 86,745.05 97,588.32 21,785.48
Employment injury o
8,475.00 28,176.68 28,729.68 7.922.00
insurance
E Maternity insurance 4,237.50 14,088.30 24,364.82 -6,039.02
7 Housing fund 3,059.00 36,404.00 36,343.00 3,120.00
g Union finds 4,250.94 . 45,625.62 40,017.42 9.859.14
Staffeducation fee 2.380.00 2,360.00
% b.Retirenent
- 3 welfare;
: Budawment 4746004 32627547 262,827.50 110,907.92
= insurarce : '
: a Page 19 of 28
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Unemployment
insurance

Total 77L588.6) 490207526  5,153,264.93 520,398.94

6,7806.00 28,580.50 27,438.50 7.922.00

B. There is no employee remuncration payable in arrears as at the balance sheet daie.

{ 15) Tax payable

Items Ending balance Beginning balance
Value added tax -8,307-,419.34 -8,424,253.99
Housing Tax 20,028.95
Stamp duty §7.89 307.62.
"Water construction fund 1.60 414.82;
"Withheld individual income tax 68 ,774.22 26,653.90
Total :8,218,326.68 -8,396,877.65
{16) Interest payable
Itemis Ending balance Beginning balance
Short -term Joan interest -~ 757,92153 119,275.80
Long -term Joan interest 14,295.96 30,946.04
Long-term liabilities due within 19.061.29 13,262.59
ane year interest
Total 791.27878 163,484.43
{17) Other payables
A, Details
Items Ending balance Beginning balance
Deposit in security 10,000.00 10,000.00
Designing fees . 200,000.00 - 200,000.00
‘Equipment fees 873,667.07 1, 195,667.07
Money on call 35,205,758.00 35 ,209,833.34
Others 353,7371.89 290,605.13
Total 063196 369061055
Page 20 of 28



— B. The ather payables to investors with shareholding not less than 5% as at the balance
sheet date have been listed in the note “RELATED PARTY RELATIONSHIPS AND
Lo TRANSACTIONS” to the financial statements.
C. The amount of other payables to related parties ts RMB 35,405,258.00 as at the
- balance sheet date.
D, Other payables with large amount:
™ ‘Name of the companies Ending balance Nature
Loan and its
- Tata Global Beverages Lid 35,205,758.00 interest charge
— {18) Long-term liabilities dug within one year
C e Ending balance  Beginning balance
- Long-term borrowings 7,060,000.00 5,295,000.00
i, (19) Long-term borrowings
i ' Currency Loanterms Ending balance Beginning balance
HE Standard Chartered Land, Buildings and _
P rRMB 5,295,000.00 12,355,000.00
Bank Machinery for Mortgage :
- (20) Paid-in capital
-: Shareholding - Shareholding
o Investors Beginning balance  percent (%)  Increase Decrease  Ending balance  percent (%)
— Tata Global
| Beverages Limited 38,500,000 70.00 38.500,000.00 7000
N Zhejiang Tea Group
- ‘Company Limited 16,500,000.00 30.00 16,500,000.00 30.00
Total 35,000,000.00 100.060 55,000,000.00 10000
I : (21) Capital stock
: a Beginning balance Increase Decrease  Ending balance
Share premium 42,538.00 42,538.00
(22) Distributable profit
3 % Distributable profit at the beginning of year _ -41,168,439.27
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Plus: net profit of current period -42,450,215.51
Distributable profit at the end of year -83,618,654.78

2. Notes to main items of the income statement

" (1) Revenue/Cost
' A. Details
~— 1) Revenue
Ttem Current period Prior period
- Revenues from main operations 1,859,698.36 3,824,275.24
! Revenues from other operations 123,041.32 171,491.24
Total LOB273968 399576648
| - 2) Cost
; ¥ Ttem This period Last period
= Cost of main operations 1,960,537.47 4,804,609.65
| Cost of other operations 58,035.84 16?_,_500.8 1
Total 2.018.573.3] 497411046

L
1
3

B. Revenues from main operations/ Costs of main operations (by product)

Current period ~ Prior period

’ o Product Revenue Cost Margin Revenug Cost Margin

Tusiant green tea 1,8511493.23  1,951,67547  -100,182.24 3512946122 4,454,821.53 -941.875.31

‘Tea Polyphonel £.205.13 8.862.00 -656.87 311,329.02°  349,788.12 -183,459.10
el Total LB59.69836 196053747 olO0ORIQIL 382427524 4,804,60065 -98033441
. C. Revenue from top five customers '
= ltems Current period Prior period
- Revenue from top five _ _ _
; g austomers | 1,982,739.68 3,995,766.48
i _ Percentage of total revenue 100.00 100.00
- (2) Business tax and surcharge
3 ‘Item _ Current period Prior pericd Tax rate
k : % Water construction fund 3,905.31 2.082.32 0.1%
3
{ e
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(3) Financial expenses {income)
.- Items Current period Prior period
Interest expenses 8,179,764.52 6,165,209.66
- Less: Interest income 4,807.81 6,767.57
Exchange loss 7,829.13 48,350.54
5 -ﬂ Bank Fee 13,251.26 14,076.9%
—_ Total 8,196,037.10 6,220,869.61
—_ (4) Asset impairment loss
L ; Ttem 7 Current p eriod Prior pe riod
= Pravision for decline in value _
a of inventories 4,599,115.41 9.444,681.20
,-; {3)Non-operating income
Details
': — Hem Current period Prior period
: ¥ Gains on sales of intangible asscts 2,579,327.94
* - Gavernmental subsidy ' 72,365.89 4,038.29
Others 41,932.68
P - Total 123658 262529891
P
H‘ {6yNon- operating expenses
;“ Ttems Current period Prior period
i * Tax overdue payment 271.34 [91.15
: — Fines 100.00 2,399.69
? o Others 9.50 902,30
. Total 386.84 3,493.14
F: {7) Income tax expénses
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Item Current p eriod

Deferred income tax expense 15,632,964.55

Notes to main items of the cash flow statement

(1) Appendix of cash flow statement

Prior pe ripd

-6,470,218.52

ftems . Current period Prior period
1.Reconciliation of Net Profit to Nét Cash Flows from Operating
Activities:

Net profit -42,450,215.51 -18,128,037.58

Add: Provision for impairment of assets

4,399,115.41

9,444,681.20

_ Depreciation of fixed assets 456.83.336._67. . 4_,?52,127.6_0
Ammortization of intangible assets 128,727.00 164,200.64
Amottization of long-term prepaid expenses 1,153,930.55 2,712,40734
Loéses (painz) on di'spcsﬁ_l of fixed assets, ihtangihlc '

asgets and other long-term assets -;,579,327.94 :
Losses (gains} on write-off of fixed assets
Lasses_ (gains) on changes in fair value
Finance expense (Encqme} 8, 53?.593.§5 6,213,560.20
Investment losses {gains)
Deerease {incréase) in deferred tax assets 15.632.964.55 -6,470:21852 |

Increase (decreage) in deferred tax liabilities

_Dccr’easa { incfeasc) in inventaries- 1,667.978.48 | -4,337,249.58
Decrease  {increase) in  receivables wunder operating
aetivities ];24?.,,762790 -1,009,131.70
~ Increase (decrease) in payables under operating activities 847.521.64 -8,593,193 561
Orhets
Net cash flows from operating activities _ --4,305,284.66, -17,830,181.98

2. Investing and financing activities that do not involve cash

receipts and payments:

Conversion of debt into capital
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2.

as current liabilify

Reclassification of convertible bonds expiring within one year

Fixgd assets acquired under financing feases

1 ©. Met Increase in Cash and Cash Equivalents:

Cash at the end of the period 271821401 941,726.98

Liss: cash at the begin‘ning of the periad 941,726.98 525,639.57

Add: cash squivalents at the end-6f the period |
_ ].;.e_s?s:_ cash equivalents at the beginning of the period

Net increase in cash and cash equivalents -669,905.97 416,087 41

(2) Composition of cash and ;ash equivalents

Items - E_nding balance | Beginning :balance
i _ Cash 271.821.41 941,726.9%
Including: Cash on hand 392102 5,042.32
Unconstrained cash at bank 267.899.99 936,684.66
cher uncon;trained monetary fund
.. Cash equival ents
Including: Debt investment maturing within 3
- months_ |
111, Ending balance of cash aﬁd cash equivalents 271,821.01 941,726.98

VII. Related party relationships and transactions

Criteria of related parties

According to “Accounting Standards for Business Enterprise’s Na. 36—Disclosure of

related parties”, when a party controls, jointly controls or exercises significant influence
party Jointly gniin

over another party, or when two or more parties are under the control, joint control or

significant influence of the same party, the affiliated party relationships are constituted.

Related parties

(1) Parent company and controlling related parties
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- MName of entity Registéred address | Principal business Paid-in_capital _|Percent l
' 616million 1
Tata Globat Beverages Limited India Sale of Branded Teca rupees 0% {

- (2) Other related parties

Name of entity Relationship with the Company

Controlled by the same parent company

- Tata Tea Extractions Inc.
Zhejiang Tea Group Company Limited Shareholder
3. Related party transactions
- (1) Sales of goods
! Current period Prior period
~ Name of entity
R : Percentage Prici i Percentage Prici bic
: 5 : FICIDY, OLIC . TICINg PGt
v Amount | of total sales & poney Amount | of total sales | & poney
Tata Tea Extractions Inc. | 1,851,493.23 100.00 | By agreement 3,845904.43 100.00 | By agreement
(2) Receivable from and payable to related parties
Ending balance' Beginning balance
: | Provision for Pravision for bad
o Name of entity Amount o Arount. '
o | 'bad debis debts

A. Accounts receivable

P TATATEA ' o '
P o 823.028.82
! EXTRACTIONS INC
[ : B. Advances from

: ,customers

— TATA TEA _ -

! ) 1,661,527.66

: EXTRACTIONS INC

C. Other payables

Tata Global Be\}cmges

. 35,205,758.00 35,209,833.34
Limited ) _
 Zhejiang Tea Grou .
L siang ) P 199,500.00 139,022.20
Company Limited
(3) Borrowing; from related parties in current peried
Related party . Borrowing amaunt Starting date
Borrowing funds
T Global B ' L
- ata  Globgl  Beverages I 44 000,000.00 | September!, 2013
-~ Limited — : N
: = ,
4 2 Page 26 of 28




JENY

Ll

(4} Other transactions with related parties:

The Company paid RMB 3,570,000.00 to Tata Global Beverages Limited for the interest

fees, paid RMB 598,500.00 to Zhejiang Tea Group Company Limited for the consulting

service it provided fo the Company , and paid RMB {39,022.22 to Zhejiang Tea Group

Company Limited for the interest fees in the period.

Y11, Contingencies

As at the balance sheet date, the Company has no material contingencies that need to be

disclosed.

IX. Commitments

Other major financial commitments

Assets mortgage situation {in RMB Yuan)

Total.

X. Other important matters

Mortgage
Mortgage | net book Mortgaged _

Lending bank mortgage book value value loan balance Due date

Land 6,435,740,69 5,503,068.66 Quarterly
Standard Chartered ) ' '

Buildings | 25,943,490.00 |  21,023,85840 | 12,355.000.00 | installment till
Bank(China) LTD '

Machinery | 34,069,338.11 | 25,091,020.65 September, 2016

66.448.568.80 | 51,617, 947. 74 12,355,000.00

Zhejiang Tata TEA Extraction Company Limited has suffered losses of RMB 26 Million . As ~ -

of December 31, 2014, Zhejiang Tata TEA Extraction Company Limited has a net capital

deficiéncy of RMB 23 Million, These conditions indicate that existence of a material

uncertainty which -may cause significant doubt about the Company's ability to continue as a

going congern, in the future, however, both the. Parent partners will give strong funding

support to alleviate any such situation .
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XI1. Events oceurring after the Balance Sheet date

As at the approval date of the issue of the financial statements, the Company has no
- significant events occurring after the balance sheet date that need to be disclosed.
ZHEJIANG TATA TEA EXTRACTION COMPANY LIMITED
' : 22 January 2015
,’“!
=
F
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