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IMPORTANT

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

Fu Shou Yuan International Group Limited

BREEEREERRLQF

(incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares : 500,000,000 Shares (subject to adjustment and the
Over-allotment Option)
Number of Hong Kong Public Offering Shares : 50,000,000 Shares (subject to adjustment)
Number of International Offering Shares : 450,000,000 Shares (subject to adjustment and the

Over-allotment Option)

Maximum Offer Price : HKS$3.33 per Offer Share payable in full on
application, plus brokerage of 1%, Stock
Exchange trading fee of 0.005% and SFC
transaction levy of 0.003%

Nominal Value : US$0.01 per Share
Stock Code : 1448

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

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents delivered to the Registrar of
Companies and Available for Inspection” in Appendix VI to this prospectus, has been registered by the Registrar of Companies in Hong Kong
as required by section 342C of the Companies Ordinance of Hong Kong (Chapter 32 of the Laws of Hong Kong). A copy of this prospectus,
together with copies of the Application Forms, has been filed with the Registrar of Companies in the Cayman Islands in accordance with the
Companies Act of the Cayman Islands. The Securities and Futures Commission of Hong Kong, the Registrar of Companies in Hong Kong and
the Registrar of Companies in the Cayman Islands take no responsibility for the contents of this prospectus or any other document referred to
above.

The Offer Price is expected to be fixed by agreement between the Sole Global Coordinator (on behalf of the Underwriters) and us on the Price
Determination Date, which is expected to be on or around Thursday, December 12, 2013 and, in any event, not later than Tuesday, December 17,
2013. The Offer Price will not be more than HK$3.33 and is currently expected to be not less than HK$2.88. If, for any reason, the Offer Price
is not agreed by Tuesday, December 17, 2013 between the Sole Global Coordinator (on behalf of the Underwriters) and us, the Global Offering
will not proceed and will lapse.

The Sole Global Coordinator (on behalf of the Underwriters) may reduce the number of Offer Shares being offered under the Global Offering
and/or the indicative offer price range below that stated in this prospectus at any time on or prior to the morning of the last day for lodging
applications under the Hong Kong Public Offering. In such a case, a notice of the reduction in the number of Offer Shares and/or the indicative
offer price range will be published in the South China Morning Post (in English), Hong Kong Economic Times (in Chinese) and on the Stock
Exchange website (www.hkexnews.hk) and our Company website (www.fsygroup.com) not later than the morning of the day which is the last
day for lodging applications under the Hong Kong Public Offering. For further information, see the sections headed “Structure of the Global
Offering” and “How to Apply for Hong Kong Public Offering Shares” in this prospectus. If, for whatever reason, the Sole Global Coordinator
(on behalf of the Underwriters) and we are unable to agree on the Offer Price, the Global Offering (including the Hong Kong Public Offering)
will not proceed and will lapse.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure applicants for
the subscription for, the Hong Kong Public Offering Shares, are subject to termination by the Sole Global Coordinator (on behalf of the Hong
Kong Underwriters) if certain grounds arise prior to 8:00 a.m. on the day that trading in the Shares commences on the Stock Exchange. Such
grounds are set out in the section headed “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds
for Termination” in this prospectus. It is important that you refer to that section for further details.

Prior to making an investment decision, prospective investors should consider carefully all the information set forth in this prospectus, including
but not limited to the risk factors set forth in the section headed “Risk Factors” in this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act and may not be offered, sold, pledged or transferred within
the United States, or for the account or benefit of U.S. persons, except that Offer Shares may be offered, sold or delivered to Qualified Institutional
Buyers, or QIBs, in reliance on an exemption from registration under the U.S. Securities Act provided by, and in accordance with the restrictions
of, Rule 144A or outside the United States in accordance with Rule 903 or Rule 904 of Regulation S.

December 9, 2013



EXPECTED TIMETABLE®

Latest time to complete electronic application under

White Form eIPO service through the designated
3)

website www.eipo.com.hk"”’ . ... ... .. ... . L

Application lists open® . ... ... ... ... ...

Latest time to lodge WHITE and YELLOW
Application Forms .. ... ... ... ... .. .

Latest time to give electronic application
instructions to HKSCC™ . . .. ... ... ... ... .. ... ... ... ...

Latest time to complete electronic applications under
White Form eIPO service by effecting internet
banking transfer(s) or PPS payment transfer(s) ..............

Application lists close .. ...... ... . .

Expected Price Determination Date. .. ......................

(A) Announcement of:

° the offer price for the Offer Shares;

............. 11:30 a.m. on
Thursday, December 12, 2013

............. 11:45 a.m. on
Thursday, December 12, 2013

............. 12:00 noon on
Thursday, December 12, 2013

............. 12:00 noon on
Thursday, December 12, 2013

............. 12:00 noon on
Thursday, December 12, 2013

............. 12:00 noon on
Thursday, December 12, 2013

. Thursday, December 12, 2013

° an indication of the level of interest in the Hong Kong Public Offering;

° an indication of the level of interest in the International Offering; and

° the basis of allocation of the Hong Kong Public Offering Shares;

to be published in the South China Morning Post (in English)
and Hong Kong Economic Times (in Chinese), the website of
the Stock Exchange at http://www.hkexnews.hk and our

website (http://www.fsygroup.com) (in both English and

Chinese)® on or before . . . ..o oo

(B) Results of allocations of the Hong Kong Public Offering
(including successful applicants’ identification document
numbers, where appropriate) to be available through a variety
of channels (see the section headed “How to Apply for
Hong Kong Public Offering Shares — Publication of Results”
in this prospectus) from. ... ........ ... ... ... . .. ... ..

Wednesday, December 18, 2013

Wednesday, December 18, 2013



EXPECTED TIMETABLE®

A full announcement of the Public Offer containing (A) and
(B) above to be published on our Company’s website at
www.fsygroup.com'® and the website of the Stock Exchange at

www.hkexnews.hk from..... ... ... ... ... ... ... ... .. ... Wednesday, December 18,

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

2013

function from . . ... .. .. ... Wednesday, December 18, 2013

Dispatch of White Form e-Refund payment instructions and/or

refund cheques (if applicable) on or before® .. ... .......... Wednesday, December 18, 2013

Dispatch of share certificates on or before® . ... ... .......... Wednesday, December 18, 2013

Dealings in Shares on the Stock Exchange expected to

COMMENCE O . . v vttt e e e e e e e e e e e e e e e e Thursday, December 19, 2013

Notes:

()

2)

(3)

4)

(5)

(6)

All times refer to Hong Kong local time, except as otherwise stated. Details of the structure of the Global Offering,
including its conditions, are set out in the section headed “Structure of the Global Offering” in this prospectus.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at any time
between 9:00 a.m. and 12:00 noon on December 12, 2013, the application lists will not open on that day. Further
information is set out in the section headed “How to Apply for Hong Kong Public Offering Shares — When to apply for
the Hong Kong Public Offering Shares — Effect of Bad Weather Conditions on the Opening of the Application Lists”
in this prospectus.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30
a.m. on the last day for submitting applications. If you have already submitted your application and obtained an
application reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the
application process (by completing payment of application monies) until 12:00 noon on the last day for submitting
applications, when the application lists close.

If you apply by giving electronic application instructions to HKSCC, you should refer to the section headed “How to
Apply for Hong Kong Public Offering Shares — Applying by giving electronic applications to HKSCC via CCASS” in
this prospectus.

We will issue refund cheques to you if your application is wholly or partially unsuccessful. We will dispatch share
certificates and refund cheques by ordinary post to you at your own risk to the address you specified in your Application
Form unless you have elected for personal collection. If you have applied for 1,000,000 Hong Kong Public Offering
Shares or more and you have indicated in your Application Form that you wish to collect refund cheques and/or Share
certificates personally, you may collect refund cheques and/or share certificates from our Hong Kong Share Registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s
Road East, Wanchai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on December 18, 2013 or any other place and date we
announce in the newspapers as the place and date of dispatch of share certificates/e-Refund payment instructions/refund
cheques. If you are an individual applicant and you have elected for personal collection, you may not authorize any other
person to collect on your behalf. If you are a corporate applicant and you have elected for personal collection, you must
attend by your authorized representative with your letter of authorization stamped with your corporate chop. Both
individuals and authorized representatives must produce, at the time of collection, evidence of identity acceptable to the
Hong Kong Share Registrar. If you fail to collect within the time specified for collection, we will dispatch uncollected
share certificates and refund cheques by ordinary post at your own risk to the address specified in the relevant
Application Forms. Further information is set out in the section headed “How to Apply for Hong Kong Public Offering
Shares — Despatch/collection of share certificates and refund monies” in this prospectus.

The website, and all of the information contained on the website, does not form part of this prospectus.
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EXPECTED TIMETABLE®

Share certificates are expected to be issued on Wednesday, December 18, 2013 but will only
become valid certificates of title provided that the Global Offering has become unconditional in all
respects and neither of the Underwriting Agreements has been terminated in accordance with its terms,
which is scheduled to be at 8:00 a.m. on Thursday, December 19, 2013. Investors who trade Shares
on the basis of publicly available allocation details prior to the receipt of share certificates or prior
to the share certificates becoming valid certificates of title do so entirely at their own risk.

You should read carefully the sections headed “Underwriting”, “How to Apply for Hong Kong
Public Offering Shares”, and “Structure of the Global Offering” for details of the structure of the
Global Offering, including its conditions.
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SUMMARY

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

OVERVIEW

We were the largest provider of death care services in the PRC in terms of revenue and
geographical coverage in the years ended December 31, 2010, 2011 and 2012, according to
Euromonitor. We were one of the first private company entrants into the PRC death care services
industry when we began operating a cemetery in Shanghai in 1994. Through almost 20 years of growth
in our operations and enhancement of the quality of our services, we have expanded our operations
to provide premium death care services'” in major cities in eight provinces of the PRC. We believe
we have become a leader in the death care services industry and that our emphasis on the quality of
our death care services have made us a benchmark of the industry that others seek to emulate. This
is exemplified by our cooperation with certain PRC governmental entities to be the provider of
training to other industry participants.

Our cemeteries are beautifully designed by professional landscape architects to be in harmony
with natural surroundings and to reflect Chinese culture. Our cemeteries resemble parks and include
lawns, ponds and groves of trees, providing a relaxing and tranquil environment for customers to pay
their respects to friends or family members who have passed away. As part of the overall landscape,
our cemeteries also feature ancient Chinese architectural styled facilities, such as pagodas and
pavilions. We extend and increase the number of burial plots in our cemeteries in phases based on
customer demand to ensure that the landscaping of our cemeteries continues to be in harmony with its
natural surroundings and our cemeteries continuously appear as lush and well-planned parks.

Our burial services include a range of customization options, such as selecting the particular
landscape for the burial plot and the style of the memorial to be used. The memorials we sell are
designed and produced in-house by our professional designers and sculptors and are fully
customizable, with options ranging from traditional memorials to customized life-sized sculptures. We
believe that the combination of our beautifully landscaped cemeteries and our personalized and
customized burial services has allowed us to demand a price premium for our burial services.

We offer a complete range of funeral services at our funeral facilities, from the initial planning
of the funeral arrangements and interment, to the organization and hosting of the funeral, including
the transportation of the deceased to the funeral facility, cosmetological services, keeping of vigils,
performance of religious rituals and ceremonies, catering, and post-funeral services, such as
consultation services with respect to cremation and burial.

@M According to Euromonitor, premium death care services are generally recognized as those targeting premium consumer

groups with relatively higher disposable income and are willing to spend significantly more on death care services for
upscale services, higher quality products or well-known brands. Price ranges for premium death care services vary
largely across different regions of the PRC, but are generally observed to be at least 100% more expensive than mass
market death care services in each respective geographical region.
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Our cemeteries and funeral facilities are strategically located in eight major cities in the PRC.
We own and operate six cemeteries, with two cemeteries in Shanghai and one cemetery in each of
Hefei in Anhui Province, Zhengzhou in Henan Province, Jinan in Shandong Province and Jinzhou in
Liaoning Province. We operate five funeral facilities, with two funeral facilities in Chongqing and one
funeral facility in each of Shanghai, Hefei in Anhui Province, and Xiamen in Fujian Province. We have
established a company in Ningbo and are in the process of procuring a suitable site to establish a
funeral facility in that locality.

We believe our brand, Fu Shou Yuan, is a leading death care services brand in the PRC and enjoys
a strong level of brand recognition among consumers and members of the industry. We were named
as a Top Ten Most Investment-Worthy Brand in Asia by the Global Times, the China Economic Herald
and the Asia Brand Association in 2012. We believe our brand has become synonymous with the
highest quality of service in the death care services industry in the PRC, representing beautifully
landscaped and professionally run cemeteries and first-class funeral services. Many high profile and
distinguished individuals in the PRC, including academics, artists and other public figures are buried
in our cemeteries. Further, we were also the first company from the PRC to be admitted as a member
of the International Cemetery and Funeral Association and the first non-governmental entity to hold
a directorial position in the China Funeral Association, which we believe reflects our strong standing
in the PRC death care services industry both in the PRC and internationally.

We experienced significant growth during the Track Record Period. For the years ended
December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our revenue was
RMB350.5 million, RMB421.4 million, RMB480.0 million and RMB306.7 million, respectively. Such
growth was primarily due to (i) sales volume growth in our burial services driven by our acquisition
of control of Shanghai Nanyuan in January 2013, our acquisition of Jinzhou Maoshan Anling in May
2012 and our increase in equity interest in Shandong FSY Development, which became our subsidiary
in March 2011; and (ii) increases in prices of certain types of our burial plots at our cemeteries during
the Track Record Period. For the same periods, we had profit and total comprehensive income of
RMB113.7 million, RMB141.6 million, RMB138.2 million and RMB118.1 million, respectively.

Our overall gross profit margins for the years ended December 31, 2010, 2011 and 2012 and the
six months ended June 30, 2013 were 80.7%, 81.6%, 80.5% and 80.4%, respectively. For the same
periods, our net profit margins were 32.4%, 33.6%, 28.8% and 38.5%, respectively. For more details
on our net profit margins, see “Financial Information — Certain Income Items — Review of Historical
Operating Results.” We enjoyed relatively high gross profit margins and net profit margins during the
Track Record Period, primarily due to (i) the relatively high gross profit margins and net profit
margins in the death care industry in the PRC; and (ii) our ability to provide premium and high-quality
death care services. In addition, our strategy of acquiring low-cost land in providing our burial
services also contributed to our high gross profits margins and net profit margins during the Track
Record Period. Our land cost accounts for a relatively small proportion of our total cost of sales and
services for our burial services and represented 4.0%, 5.9%, 10.2% and 9.0% of our total cost of sales
and services for our burial services for the years ended December 31, 2010, 2011 and 2012 and the
six months ended June 30, 2013, respectively.

OUR SERVICES

Since 1994, we have focused on the provision of premium death care services. Our burial and
funeral services are described below.

Our Burial Services

We offer our customers a range of customized burial services in our cemeteries, which are
categorized into customized, artistic, lawn, green, traditional and indoor burial services, and we
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generate revenue mainly from the sale of burial plots, which includes (i) the right to use the burial
plots, (ii) tombstones, gravemarkers and other memorials to be used on burial plots, and (iii) other
services such as the organization and conducting of burial rituals, and the design and landscaping of
the burial plots. In addition, we also generate revenue from our cemetery maintenance services, which
includes ongoing fees for maintaining burial plots and management fees for our cemeteries, and from
the sale of other burial related products and services, such as design services, tombstone engraving,
sculptures and flowers.

Our Funeral Services

We provide personalized and customized funeral services at each of our five funeral facilities and
we generate revenue from planning, organizing and conducting funerals, including among others, the
transportation of the deceased to the funeral facilities, cosmetological services, keeping of vigils, the
performance of religious rituals and ceremonies, catering and post-funeral services. We sell our
funeral services in funeral packages and offer our customers the ability to personalize the funeral
arrangements through the value-added services we offer, such as video presentations on the life of the
deceased, customized wreaths and flower arrangements and specially prepared decorations for display
at the funeral.

OUR STRENGTHS
We believe we have the following competitive strengths:
o Leader in the death care services industry in the PRC
° Successful consolidator in a rapidly growing industry in the PRC

° Ability to satisfy our customers’ needs through provision of professional and customized
services

° Presence in strategic locations within certain major cities in the PRC
° Commitment to social responsibility and preservation of Chinese values and culture
° Dedicated, experienced and stable management team
OUR STRATEGIES
We intend to strengthen our position by implementing the following strategies:

° Continue to be a role model in the death care services industry by setting industry best
practices and reinforcing Chinese tradition and cultural awareness through our services

° Increase our market share by extending the provision of death care services to other
locations in the PRC

° Expand our range of service offerings to cater to evolving market demand

° Leverage our “Fu Shou Yuan” brand and leading market position and further expand
through acquisition, collaboration and joint ventures
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We aim to offer both funeral and burial services at locations in which we currently operate. To
expand our services and increase our market share in and revenue from these localities, we intend to
acquire, establish or collaborate with funeral service providers in Jinzhou, where we currently only
provide burial services, and cemeteries in Chongqing and Xiamen where we currently only provide
funeral services. We also intend to increase our market share and overall revenue by extending the
provision of our death care services to other locations in the PRC where there is demand for premium
death care services by leveraging our leading brand and extensive operational experience gained from
operating our current business operations.

RISK FACTORS

Our business is subject to numerous risks and there are risks relating to an investment in our
Shares. We believe that the following are some of the major risks that may have a material adverse
effect on our business, financial condition, results of operations and prospects: (i) we may not be able
to sustain premium pricing for our death care service offerings, which may adversely affect our profit
margins; and (ii) our business operations are subject to regulatory controls.

In addition, Chongqing FSY LLP, an LLP in our Group’s corporate structure, was established
under the laws of the PRC in 2010 to act as our PRC intermediate holding entity of our PRC operating
subsidiaries. Chongqing FSY LLP has one general partner, Fumao, and two limited partners, FSY
Hong Kong and Chongqing FSY Consultancy, all of which are wholly-owned subsidiaries of our
Company. Under PRC laws, the general partner of a PRC LLP has unlimited liability for claims
brought by the creditors (present or future) of the LLP. Thus, on account of the prospect of unlimited
liability, Fumao could be exposed to the risk of significant liabilities pursuant to any enforcement
proceedings by the creditors of Chongqing FSY LLP. See “Risk Factors — Risks Relating to Our
Business — One of our subsidiaries, Fumao, which is the holding company for some of our
subsidiaries in the PRC, could potentially be subject to unlimited liability on account of being a
general partner of our subsidiary, Chongqing FSY LLP.” and “History and Reorganization — B. Our
PRC Intermediate Holding Companies — 1. Chongqing FSY LLP.”

Further, the PRC Government, through a revised catalogue of permissible usage of allocated
land, removed cemetery use from the permitted uses of allocated land after 2001. Allocated land is
land that can be used without a definitive term or payment of land premium. A parcel of cemetery land
used by Jinzhou Maoshan Anling is developed and operated on land which was initially allocated to
Jinzhou Public Cemetery Administration Department, the minority shareholder of our operating
vehicle, Jinzhou Maoshan Anling, by the government in 1992. In 2004, the Jinzhou Public Cemetery
Administration Department injected the allocated land use right into Jinzhou Maoshan Anling.
Accordingly, there can be no assurance that this land will not be deemed to have been developed on
land allocated to us in 2004, which is not consistent with the revised catalogue of permissible usage
of allocated land, and, if so, we may be asked to vacate the land. Our cemeteries and funeral facilities
in Shanghai have also been developed and are operated on land which was allocated to us by the
government. That land was allocated to us in 1994 and 1995 before the new land policies came into
effect.

The laws and regulations on land use in the PRC are constantly evolving and we cannot predict
the effect of future developments in the PRC legal system with respect to the use of allocated land.
Any adverse change in the laws and regulations with respect to the use of allocated land, requiring us
to either vacate or pay a land premium at current market values for the allocated land may materially
and adversely affect our business, financial condition and results of operations. See “Risk Factors —
Risk Relating to Our Business — Jinzhou Maoshan Anling and Shanghai Fu Shou Yuan were built on
government allocated land and we may be required to pay land premium with respect to these
cemeteries based on current market values if the current laws, rules and regulations of the PRC and
the interpretation of related policies and practice concerning government allocated land change.”
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You should read the entire section headed “Risk Factors” in this prospectus before you decide
to invest in the Offer Shares.

SUMMARY HISTORICAL FINANCIAL INFORMATION OF OUR GROUP

The following tables set forth our summary consolidated financial information for the three years
ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2012 (unaudited) and
2013, and as at December 31, 2010, 2011 and 2012 and June 30, 2013, extracted from the Accountant’s
Report set out in Appendix I to this prospectus.

The results were prepared on the basis of presentation as set out in the Accountant’s Report and
the summary of the consolidated financial information should be read in conjunction with the
consolidated financial information set out in the Accountant’s Report, including the related notes, the
text of which is set out in Appendix I to this prospectus.

Summary Consolidated Statements of Profit or Loss and Other Comprehensive Income

Six months ended

Year ended December 31, June 30,
2010 2011 2012 2012 2013
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)

Revenue ........................ 350,470 421,420 479,977 232,484 306,656
Cost of sales and services . .......... (67,783)  (77,628) (93,659) (47,001) (60,217)
Gross profit ........... .. .. .. .. .. 282,687 343,792 386,318 185,483 246,439
Other income and gains, net ......... 3,217 18,845 9,789 6,130 29,650
Distribution and selling expenses ... .. (57,900) (71,778) (95,214) (52,816) (52,586)
Administrative expenses . ........... (75,124) (103,062) (104,062) (45,509) (50,519)
Finance costs .................... (5,870) (8,615) (10,837) (5,486) (5,351)
Other expenses. . . ................. — — — — (8,298)
Share of profits of associates ........ 6,225 9,366 8,638 4,675 —
Profit before taxation .............. 153,235 188,548 194,632 92,477 159,335
Income tax expense ............... (39,567) (46,973) (56,431) (23,750) (41,198)
Profit and total comprehensive income

for the year/period .............. 113,668 141,575 138,201 68,727 118,137
Total comprehensive income

attributable to:

Owners of the Company........... 104,253 130,692 124,270 63,654 99,595

Non-controlling interests .......... 9,415 10,883 13,931 5,073 18,542

113,668 141,575 138,201 68,727 118,137




SUMMARY

Revenue

We generate revenue from the provision of death care services. We enter into contracts with our
customers for the provision of burial services, which include sale of burial plots and cemetery
maintenance services. Our sale of burial plots represents the sale of the rights to use those burial plots.
Revenue from the sale of burial plots is recognized at the time of sale, while revenue from the
provision of cemetery maintenance services is deferred and amortized on a straight-line basis over the

remaining service period. Funeral service income is recognized when services are provided.

The following table sets out a breakdown of our revenue by segment for the periods indicated.

Year ended December 31,

Six months ended June 30,

2010 2011 2012 2012 2013
% of % of % of % of % of
total total total total total
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)
Burial services. . . . . . . 302,679 86.4% 367,555 87.2% 418,860 87.3% 199,392 85.8% 269,553 87.9%
Funeral services . . . . . . 47,791 13.6% 53,865 12.8% 61,117 12.7% 33,092 14.2% 37,103 12.1%
Total. . . . . . . ... .. 350,470 100.0% 421,420 100.0% 479,977 100.0% 232,484 100.0% 306,656 100.0%
The following table sets forth a breakdown of our revenue by region for the periods indicated:
Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of % of % of % of % of
total total total total total
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)
Shanghai. . . . .. .. .. 239,969 68.5% 273,592 64.9% 279,849 58.3% 136,739 58.8% 184,192 60.1%
Henan . . . . .. ... .. 23,450 6.7% 26,605 6.3% 29,507 6.1% 15,416 6.6% 17,097 5.6%
Chongqing . . . . . . . .. 40,615 11.6% 39,505 9.4% 42,762 8.9% 24,344 10.5% 25,828 8.4%
Anhui . . ... ... 46,436 13.2% 57,559 13.7% 61,308 12.8% 30,549 13.1% 35,404 11.5%
Shandong™ . . . ... .. — — 24,159 5.7% 35,350 7.4% 17,415 7.5% 18,310 6.0%
Liaoning®. . . . . .. .. — — 31,201 6.5% 8,021 3.5% 24,943 8.1%
Fujian® . . . ... .. .. — — — — 882 0.3%
Total. . . . . . . ... .. 350,470 100.0% 421,420 100.0% 479,977 100.0% 232,484 100.0% 306,656 100.0%
Notes
(1)  We increased our equity interest in Shandong FSY Development from 40% to 50% in March 2011 and it then became
our subsidiary. Since then, its results of operations have been consolidated by us.
(2)  We acquired Jinzhou Maoshan Anling in May 2012, and its results of operations have been consolidated by us since then.
(3) Xiamen Huaixiang commenced funeral services in February 2013.
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Summary Consolidated Statements of Financial Position
As of

At December 31, June 30,
2010 2011 2012 2013
RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets .. .... .. ..., 335,867 471,538 586,635 684,340
Current assets . . ..... ... 286,556 373,962 448,587 546,622
Current liabilities. . ... .................. (215,471) (325,306) (409,177) (501,211)
Net current assets . . ....... ... uunn... 71,085 48,656 39,410 45,411
Total assets less current liabilities . .. ....... 406,952 520,194 626,045 729,751
Non-current liabilities . ... ............... (135,526) (239,546) (245,043) (216,004)
Net assets . ... ..... ... .. .. .. . . ...... 271,426 280,648 381,002 513,747
Capital and reserves
Paid-in/additional paid-in/issued share
capital. .. ... ... 35,000 — — —
Reserves. . ......... . ... ... .. .. ... ... 181,908 204,537 243,087 344,633
Equity attributable to owners of the Company . 216,908 204,537 243,087 344,633
Non-controlling interests . .. .............. 54,518 76,111 137,915 169,114
Total equity . ......................... 271,426 280,648 381,002 513,747
Summary Consolidated Statements of Cash Flows
Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
(RMB’000)  (RMB’000)  (RMB’000)  (RMB’000)  (RMB’000)
(unaudited)
Net cash generated from
operating activities . . ........ 172,880 149,003 177,403 89,887 58,814
Net cash generated from/(used in)
investing activities . ......... 23,087 (24,708) (13,563) (112,220) (6,082)
Net cash (used in)/generated from
financing activities . ......... (138,071) (63,565) (98,878) 15,010 (31,836)
Net increase/(decrease) in cash
and cash equivalents. . ....... 57,896 60,730 64,962 (7,323) 20,896
Cash and cash equivalents at
beginning of the year........ 103,272 161,168 221,898 221,898 286,860
Cash and cash equivalents at end
of theyear ................ 161,168 221,898 286,860 214,575 307,756

KEY FINANCIAL RATIOS

The following table sets out our gross profit margins, net profit margins, return on equity, return
on total assets, current ratios, gearing ratios and interest coverage ratios as of the dates indicated
below:

For the six
months ended

For the year ended December 31, June 30,

2010 2011 2012 2013
Gross Profit Margin. . ................... 80.7% 81.6% 80.5% 80.4%
Net Profit Margin .. .................... 32.4% 33.6% 28.8% 38.5%
Return on Equity . . ......... ... ... ...... 48.1% 63.9% 51.1% 58.3%"
Return on Total Assets. .. ................ 18.3% 16.7% 13.3% 19.4%>
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Notes:

(I)  Return on equity for the six months ended June 30, 2013 has been calculated by dividing total comprehensive income
attributable to owners of the company for the period by shareholders’ equity, multiplying by 365/181, and then
multiplying the resulting value by 100%.

(2)  Return on total assets for the six months ended June 30, 2013 has been calculated by dividing profit and total
comprehensive income for the period by total assets, multiplying by 365/181, and then multiplying the resulting value

by 100%.
As of
As of December 31, June 30,
2010 2011 2012 2013
Current Ratio. . .......... .. ... ......... 1.3 1.1 1.1 1.1
Gearing Ratio . ........... ... .......... 12.5% 16.7% 14.3% 11.3%
Interest Coverage Ratio ................. 27.1 22.9 19.0 30.8

Settlement and Cash and Treasury Management

Our customers may settle their accounts for our services by way of cash, bank transfers or credit
cards, although nearly all customer accounts for our death care services are settled in cash or via bank
transfer. All our services are either paid for in full before or immediately after our services are
rendered and we do not offer any credit terms to our customers.

We assign duty managers and certain sales personnel to be responsible for ensuring that each
day’s sales in cash have been properly deposited in a safe located at our cemeteries and funeral
facilities after the close of business each day and a designated manager from our finance department
will deliver these cash receipts to the bank for deposit whenever they have reached a predetermined
amount. For bank transfers, we have dedicated personnel in our finance department to monitor the
receipt of funds to ensure that our funeral and burial operations personnel only purchase the necessary
construction materials and begin work after our customers have made full payment for our services.
To safeguard against the risk of insider fraud or misappropriation of cash by our employees, we have
enhanced our cash management system to provide for, among other things, authorization and approval
of movements in cash, control over cash deposits and capital management. See “Business —
Settlement and Cash Management.”

Our finance department has the responsibility to review the Group’s treasury position and it
oversees the day-to-day management of the Group’s working capital and funding activities and
prepares forecasts of cash receipts, disbursements and expected closing balances. These projections
are carried forward and used as a tool for ensuring that any borrowings for operating needs are
executed. See “Business — Treasury Management.”

RECENT DEVELOPMENTS

Ningbo Yongyi was established as a limited liability company under the laws of the PRC on
January 9, 2013 by Zhang Cheng (7% /%), an employee of our Group, and Li Xingyu (Z# ), an
independent third party. Ningbo Yongyi was established with a registered capital of RMB1 million and
held as to 50% by Zhang Cheng and 50% by Li Xingyu. Ningbo Yongyi is principally engaged in the
provision of funeral services. On January 28, 2013, Shanghai FSY Industry Development, Zhang
Cheng (5k)) and Li Xingyu (277 F) entered into an equity transfer agreement pursuant to which
each of Zhang Cheng and Li Xingyu agreed to transfer a 40% equity interest in Ningbo Yongyi to
Shanghai FSY Industry Development for a consideration of RMB0.4 million and RMBO0.4 million,
respectively. The consideration was determined based on Ningbo Yongyi’s registered share capital.
Following this equity transfer, Ningbo Yongyi became 80% owned by Shanghai FSY Industry
Development, and an indirect non wholly-owned subsidiary of our Company.
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On January 4, 2013, Shanghai FSY Industry Development, a wholly-owned subsidiary of our
Company, entered into an agreement with all other equity holders of Shanghai Nanyuan, a 40%-owned
associate of the Group, that all other equity holders of Shanghai Nanyuan assigned irrecoverable rights
to Shanghai FSY Industry Development to direct the relevant activities of Shanghai Nanyuan
unilaterally. As such, Shanghai Nanyuan became an indirectly 40%-owned subsidiary of the Company.

As far as we are aware, there have not been any material changes in the general economic and
market conditions in the PRC or the industry in which we operate that has materially and adversely
affected our business operations or financial condition, since June 30, 2013 and up to the date of this
prospectus.

DIVIDEND DISTRIBUTION PRIOR TO THE LISTING

Subject to the Companies Law, through a general meeting, we may declare dividends in any
currency but no dividend shall be declared in excess of the amount recommended by the Board. Our
Articles of Association provide that dividends may be declared and paid out of our profit, realized or
unrealized, or from any reserve of our Company lawfully available for distribution including share
premium.

We have declared dividends to our original shareholders from our net distributable profits for the
prior years and the fiscal year ended December 31, 2012 in the amount of RMB104.5 million and from
our net distributable profit for the six months ended June 30, 2013 in the amount of RMB55.0 million.
Investors in the Global Offering and persons becoming Shareholders after the Listing will not be
entitled to the aforementioned dividend. We also intend to distribute to our shareholders no less than
25% of our net distributable profit for the year ending December 31, 2014 and for each fiscal year
thereafter. However, we will re-evaluate our dividend policy annually.

PRO FORMA ADJUSTED CONSOLIDATED NET TANGIBLE ASSETS

The following is an illustrative statement of our pro forma adjusted consolidated net tangible
assets of the Group attributable to owners of our Company which has been prepared in accordance
with Rule 4.29 of the Listing Rules for the purpose of illustrating the effect of the Listing as if the
Listing had taken place on June 30, 2013.

Audited
consolidated net Pro forma
tangible assets of adjusted

June 30, the Global owners of our owners of our Company
201316 Offering® Company per Share®
RMB’000 RMB’000 RMB’000 RMB HK$®
Based on Offer Price of
HK$2.88 per Share ... ... 302,813 1,068,626 1,371,439 0.69 0.87
Based on Offer Price of
HK$3.33 per Share . .. ... 302,813 1,241,283 1,544,096 0.77 0.98

Notes:

the Group
attributable to
owners of our
Company as at

Estimated net
proceeds from

consolidated net
tangible assets
of the Group
attributable to

Pro forma adjusted

consolidated net tangible

assets attributable to

(I)  The audited consolidated net tangible assets of the Group attributable to owners of our Company as at June 30, 2013 is
extracted from the Accountant’s Report set out in Appendix I to this prospectus, which is based on the audited
consolidated net assets of the Group attributable to owners of the Company as of June 30, 2013 of approximately
RMB345 million less the intangible assets and goodwill of the Group as of June 30, 2013 of approximately RMB42
million.

10



SUMMARY

2) The estimated net proceeds from the Global Offering are based on 500,000,000 Shares to be issued under the Global
Offering and the Offer Price of HK$2.88 per Offer Share and HK$3.33 per Offer Share, being the lower end and upper
end of the stated Offer Price range, after deduction of the underwriting fees and other related expenses (excluding
approximately HK$11 million listing-related expense which has been accounted for prior to June 30, 2013) payable by
the Company in connection with the Global Offering. It does not take into account of any Shares that may be issued
pursuant to the exercise of the Over-allotment Option. The estimated net proceeds from the Global Offering are converted
from Hong Kong dollars into Renminbi at the rate of HK$1.00 to RMBO0.7911. No representation is made that the
Renminbi amounts have been, could have been or could be converted to Hong Kong dollars, or vice versa, at that rate
or at any other rates or at all.

(3)  The pro forma adjusted consolidated net tangible assets of the Group attributable to owners of our Company per Share
is calculated based on 2,000,000,000 Shares expected to be in issue immediately following the completion of the Global
Offering. It does not take into account of any Shares that may be issued pursuant to the exercise of the Over-allotment
Option, any Shares that may be allotted and issued upon the exercise of any options that have been granted or may be
granted under the Pre-IPO Share Option Scheme or the Share Option Scheme, or any Shares that may be issued or
repurchase pursuant to the Company’s general mandate.

(4)  The pro forma adjusted consolidated net tangible assets of the Group attributable to owners of our Company per Share
is converted from Renminbi into Hong Kong dollars at the rate of HK$1.00 to RMBO0.7911. No representation is made
that the Renminbi amounts have been, could have been or could be converted to Hong Kong dollars, or vice versa, at
that rate or at any other rates or at all.

(5)  As of September 30, 2013, our Group’s property interests were valued by Jones Lang LaSalle Corporate Appraisal and
Advisory Limited, an independent valuer, and the related property valuation report is set out in Appendix III to this
prospectus. The net valuation surplus of approximately RMB137 million, which represents the excess of market value
over the carrying amount of our Group’s property interests as at September 30, 2013, has not been included in the above
consolidated net tangible assets of the Group attributable to owners of our Company as at June 30, 2013. The valuation
surplus will not be incorporated in our Group’s consolidated financial statements in the future. If the valuation surplus
were to be included in the consolidated financial statements, an additional annual amortization charge of approximately
RMB3 million would be incurred.

(6)  No adjustment has been made to the audited consolidated net tangible assets of our Group attributable to the owners of
the Company as at June 30, 2013 to reflect any trading result or other transaction of our Group entered into subsequent
to June 30, 2013. No adjustment has been made to reflect the declaration of dividends in aggregate amount of RMB55
million on December 3, 2013.

THE GLOBAL OFFERING
The Global Offering by us consists of:

° the offer by us of initially 50,000,000 Shares, or Hong Kong Public Offering Shares, for
subscription by the public in Hong Kong, referred to in this prospectus as the Hong Kong
Public Offering; and

° the offering of initially 450,000,000 Shares, or International Offering Shares, by us outside
the United States (including to professional and institutional investors within Hong Kong)
in offshore transactions in reliance on Regulation S and in the United States to QIBs in
reliance on Rule 144A or another exemption from the registration requirements under the
US Securities Act, referred to in this prospectus as the International Offering.

The number of Hong Kong Public Offering Shares and International Offering Shares, or together,
Offer Shares, is subject to adjustment and reallocation as described in the section headed “Structure
of the Global Offering”.

GLOBAL OFFERING STATISTICS™
Based on Offer Price of Based on Offer Price of

HK$2.88 HK$3.33
Market capitalization of our Shares® . ............ HK$5,760 million HK$6,660 million
Adjusted net tangible asset value per Share® ... .. .. HK$0.87 HK$0.98

Notes:

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

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

(3)  The adjusted net tangible asset value per Share is based on 2,000,000,000 Shares expected to be in issue immediately
after completion of the Global Offering and the Capitalization Issue.
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If the Over-allotment Option is exercised in full, assuming an Offer Price of HK$2.88 and
HK$3.33, respectively, the adjusted net tangible asset value per Share will be HK$0.94 per Share and
HK$1.06 per Share, respectively.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$1,460 million, after deducting the underwriting fees and expenses payable by us in the Global
Offering, and assuming the Over-allotment Option is not exercised and an Offer Price of HK$3.105
per Offer Share, being the mid-point of the Offer Price range stated in this prospectus. We intend to
use these net proceeds for the following purposes:

° approximately 52% or HK$759 million will be used to develop new cemeteries as follows:

— approximately 4% or HK$58 million will be used to acquire a plot of land in
connection with construction of Phase I of the planned Nanchang Hongfu Cultural
Memorial Park, where we intend to offer burial services. We are targeting completion
of the construction in the second half in 2014;

— approximately 48% or HK$701 million will be used to acquire land for the
construction of cemeteries at locations in major cities of other provinces in the PRC,
where we intend to offer burial services;

° approximately 15% or HK$219 million will be used to set up new funeral facilities in major
cities of other provinces in the PRC;

° approximately 3% or HK$44 million will be used to expand the coverage of our sales
network such as increase the size of our sales team, increase the number of our customer
service centers in the PRC and upgrade our Group’s information technology system;

° approximately 20% or HK$292 million will be used for mergers with and acquisitions of
other cemeteries and/or funeral facilities in the PRC; and

° approximately 10% or HK$146 million will be used for working capital and other general
corporate purposes.

In the event that the Offer Price per Offer Share is not finally determined to be HK$3.105, the
amount of proceeds for each use set out above will be increased or reduced, as the case may be, on
a pro-rata basis.

In the event that the Over-allotment Option is exercised in full, we estimate we will receive
additional net proceeds of approximately HK$226 million, assuming an Offer Price of HK$3.105 per
Offer Share, being the mid-point of the Offer Price range stated in this prospectus. We intend to use
the additional net proceeds for mergers and acquisitions of other cemeteries and/or funeral facilities
in the PRC.

To the extent our net proceeds are not sufficient to fund the purposes set out above, we intend
to fund the balance through a variety of means, including cash generated from operations and bank
financing.

LISTING EXPENSES

The total amount of listing expenses, commissions together with SFC transaction levy and Stock
Exchange trading fee that will be borne by us in connection with the Global Offering is estimated to
be approximately RMB81.5 million (based on the mid-point of our indicative price range for the
Global Offering), of which approximately RMB52.5 million is expected to be capitalized after the
Listing. The remaining approximately RMB29.0 million fees and expenses was or is expected to be
charged to our profit and loss accounts, of which RMBS8.3 million were charged for the period ended
June 30, 2013.
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context otherwise requires.

In this prospectus, the following expressions shall have the meanings set out below unless the

“affiliate(s)”

“Anhe”

“Anhui Zhongfude”

“Application Form(s)”

“Application Lists”

1]

“Articles of Association’

“Asia Today”

“associate(s)”

“Bang Fu”

“Board”

“Business Day”

any other person, directly or indirectly, controlling or controlled
by or under direct or indirect common control with such specified
person

Anhui Anhe Investment Consultancy Co., Ltd.* (fi%i(?c%fﬁﬁ?’b
A PR /AF]), a company established in the PRC on February 20,
1998 and owned by the beneficial shareholders of FSG Holding,
details of which are set out in “History and Reorganization — D.
Our Shareholders — Our Shareholders prior to reorganization —
3. FSG Holding” of this prospectus

Anhui Province Zhongfude Power Saving Environmental
Friendly Technology Company Limited* (Z#(#& & f2 1 fE IR ff
B4 A FR/A 7)), a company established in the PRC on November
20, 2012, owned 80% by Chongqing FSY Corporate Management
Consultancy and 20% by Shanghai FSY Corporate Management
Consultancy. It is an indirect wholly-owned subsidiary of our
Company

WHITE, YELLOW and GREEN application form(s) relating to
the Hong Kong Public Offering or, where the context so requires,
any of them

the application lists for the Hong Kong Public Offering

the amended and restated articles of association of our Company
conditionally adopted on December 3, 2013 (as amended,
supplemented or otherwise modified from time to time)

Asia Today International Limited, a limited liability company
incorporated in BVI on November 22, 2005, and wholly-owned
by Zhao Yueming (## "), one of the Group Direct Individual
Shareholders

has the meaning ascribed thereto under the Listing Rules

Bang Fu Limited, a limited liability company incorporated in BVI
on July 2, 2013, and wholly-owned by Zhang Bin (5&%&), one of
the Group Direct Individual Shareholders

the board of Directors

a day that is not a Saturday, Sunday or public holiday in Hong
Kong
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“BVIN
“CAGR”

“Capitalization Issue”

“CASW”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian

Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chief Union”

“China” or “PRC”

>

“China Philanthropy Times’

“Chongqing Anle Funeral
Services”

the British Virgin Islands
compound annual growth rate

the issue of Shares to be made upon the capitalization of certain
sums standing to the credit of the share premium account of our
Company as further described in the paragraph headed “Further
information about our Group — Written resolutions of our
Shareholders” in Appendix V to this prospectus

China Association of Social Workers* (FEt-& LI{EWE), a
non-profit social organization established in the PRC in July
1991 and registered with and administered by MCA

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

Chief Union Investments Limited, a limited liability company
incorporated in BVI on October 28, 2011, one of our Controlling
Shareholders and a direct wholly-owned subsidiary of Fulechuan

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

China Philanthropy Times Newspaper Offices ({/~ i Rf¥t ) 41), a
non-profit making organization established in the PRC and
registered as an enterprise owned by the people in the legal form
on February 28, 2001 and administered by MCA

Chongqing Anle Funeral Services Co., Ltd.* (H B % 4458 Rk B
A BRZ 7)), a company established in the PRC on January 23,
2003, owned 80% by Shanghai FSY Corporate Management
Consultancy and 20% by Chongqing Anle Services. It is an
indirect wholly-owned subsidiary of our Company
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“Chongqing Anle Services”

“Chongqing FSY
Consultancy”

“Chongqing FSY Industrial”

“Chongqing FSY LLP”

“Chongqing Fuyuan”

“CIMB”

“Citi”

“Companies Law”

“Companies Ordinance”

G

“Company”, “our Company”,

“We” or “US”

“connected person(s)”

Chongqing Anle Services Co., Ltd.* (HBELEIRBARAF]), a
company established in the PRC on September 11, 1997, owned
as to 90% by Shanghai FSY Industry Development and 10% by
Fumao. It is an indirect wholly-owned subsidiary of our Company

Chongqing Fu Shou Yuan Corporate Management Consultancy
Co., Ltd.* (EEWMEREMCEETHHEHNAGMAFA), a company
established in the PRC on August 9, 2010. It is an indirect
wholly-owned subsidiary of our Company

Chongging Fu Shou Yuan Industrial Co., Ltd.* (B4 7% [ B 2
A B/ F]), a company established in the PRC on January 18,
2011. It is an indirect wholly-owned subsidiary of our Company

Chongqing Fu Shou Yuan Shareholding Investment Corporation
(Limited Partnership)* (EEMmFREKERESLE FREY)),
a limited partnership established in the PRC on November 10,
2010. It is an indirect wholly-owned subsidiary of our Company

Chongqing Fuyuan Corporate Management Consultancy Co.,
Ltd.* (H AR oA 38 Mk A IR A 7)), a company established
in the PRC on January 20, 2012. It is an indirect wholly-owned
subsidiary of our Company

CIMB Securities Limited, a licensed corporation under the SFO
to carry out type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance) regulated
activities under the SFO

Citigroup Global Markets Asia Limited, a licensed corporation
under the SFO to carry out type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on corporate
finance) and type 7 (providing automated trading services)
regulated activities under the SFO

the Companies Law (as revised) of the Cayman Islands as
amended, supplemented or otherwise modified from time to time

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

Fu Shou Yuan International Group Limited (47 [#l [ [ 4 B A [R
/v 7l), a limited liability company incorporated under the laws of
the Cayman Islands on January 5, 2012

has the meaning ascribed thereto under the Listing Rules
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DEFINITIONS

“Controlling Shareholders”

“Director(s)”

“Double Riches”

“Euromonitor”

“Faithful Hope”

“FSG Holding”

“FSY Hong Kong”

has the meaning ascribed to it under the Listing Rules and unless
the context requires otherwise, refers to FSG Holding, Chief
Union, Fulechuan, Zhongfu, Hongfu, NGO 1 and NGO 2 and
“Controlling Shareholder” means any one of them

the director(s) of our Company

Double Riches Investments Limited, a limited liability company
incorporated in the BVI on October 28, 2011. It is one of our
Shareholders and wholly-owned by the Group Indirect Individual
Shareholders

Euromonitor International Limited, a global research
organization and provider of international market intelligence

Faithful Hope Limited, a limited liability company incorporated
in BVI on August 3, 2007, which was initially owned as to 30%
by Zhao Yu, our joint company secretary, and 70% by Zhao
Zhichao (Eﬁ%‘?iﬂ), a relative of Zhao Yu. On September 28, 2013,
it became a wholly-owned company of Zhao Zhichao

FSG Holding Corporation, a company incorporated in BVI on
December 6, 2011 and one of our Controlling Shareholders. FSG
Holding is held as to 28.15% by Pacific Millennium Investment
Corporation, 22.22% by SChase International Limited, 20% by
Fast Answer Limited, 11.11% by Cheng I Chen (¥%{##), and the
remaining 18.52% by six individual shareholders. None of the six
individuals holds more than 10% interest in FSG Holding. Mr.
Tan Tize Shune (FR% %) (also known as “Tan Chih Chun™), the
father of Tan Leon Li-an, is entitled to exercise or control the
exercise of one-third or more of the voting power at general
meetings of FSG Holding through (i) being a settlor of a trust,
which in turn is interested in the entire issued share capital of
Pacific Millennium Investment Corporation, the largest
shareholder of FSG Holding; and (ii) being a settlor of another
trust, which in turn is interested in the entire issued share capital
of Fast Answer Limited, the third largest shareholder of FSG
Holding. Together, Mr. Tan Chih Chun is interested in an
aggregate of 48.15% of the issued share capital of FSG Holding

Fu Shou Yuan Group (Hong Kong) Limited (ff#% [ %E %]
(F W) AFRATF), a limited liability company incorporated in
Hong Kong on October 10, 2011. It is a direct wholly-owned
subsidiary of our Company
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DEFINITIONS

“Fulechuan”

“Fumao”

6‘GFA’7
“Global Offering”

“Grand Fire”

“GREEN application form(s)”

9% EE I3 i)

“Group”, “our Group”, “we

or “usw

“Group Direct Individual
Shareholders”

“Group Indirect Individual
Shareholders”

Fulechuan International Group Co., Ltd. (& FJ1] B [ 45 B A R A
F]*), a company registered in Thailand on October 19, 2010. It is
the sole shareholder of Chief Union and one of our Controlling
Shareholders

Fumao Corporate Management Consultancy (Shanghai) Company
Limited* (fRIWW{ZEE MR ( L%) ARAF), a company
established in the PRC on January 27, 2011. It is an indirect
wholly-owned subsidiary of our Company

gross floor area
the Hong Kong Public Offering and the International Offering

Grand Fire Limited, a limited liability company incorporated in
BVI on July 2, 2013, and wholly-owned by Lu Hesheng (FE#5%E),
our non-executive Director and one of the Group Direct
Individual Shareholders

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

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

comprise 11 individuals, namely, Woo Tsun Hung, Jonathan
(BBER¥5), Bai Xiaojiang (F1BEIL) (brother of Pak Hiu So), Qu
Ping (H1°F), Zhang Bin (3%5#), Pak Hiu So (HHBE#%) (brother of
Bai Xiaojiang), Lu Hesheng (FE#§4:), Wang Jisheng (E7H4),
Wu Pui Ngai (#355%%), Zhao Yueming (## ™), Zhao Zhichao
(H##) and Zhao Yu (#F), who hold direct interests in our
Company through their respective wholly-owned companies
incorporated in the BVI

comprise 10 individuals, namely, Ge Qiansong (% T#4), Tan Li
Kang (FR¥LH), Yi Hua (FH#E), Wu Yibo (RRJRi), Wang Qiong
(F3), Le Jiasheng (4477 #%), Wu Jianzhong (& H'), Xu Yong
(#% %), Zhou Chen (J§/R) and Zhang Shiyao (¥ #), who hold
indirect interests in our Company through Double Riches, each of
them being either an existing employee of our Group or a person
who had otherwise made contributions to our Group
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DEFINITIONS

“Group Individual
Shareholders”

“Hefei Dashushan Co”

“Hefei Huazhijian”

“Hefei Renben”

“Henan FSY Industrial”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong dollars” or “HK
dollars” or “HK$” and
“cents”

comprise 20 individuals namely, Ge Qiansong (& T #2&), Tan Li
Kang (#R¥JE), Yi Hua (FF#E), Bai Xiaojiang (FIBEYL), Lu
Hesheng (FE#/E), Wang Jisheng (£ 74), Zhao Yu (i# ), Woo
Tsun Hung, Jonathan (KRER¥), Qu Ping (M°F), Zhang Bin
(#x#k), Pak Hiu So (HME#R), Wu Pui Ngai (#55%), Zhao
Yueming (##H]), Wu Yibo (KF7RI), Wang Qiong (), Le
Jiasheng (S5 %), Wu Jianzhong (REZH), Xu Yong (5,
Zhou Chen (J1/2) and Zhang Shiyao (& Ki##), who hold
beneficial interests in our Group, each of them being either a past
or existing employee of our Group or a person who had otherwise
made contributions to our Group

Hefei Dashushan Culture Cemetery Co., Ltd.* (& K% 111 3Cib
Fﬁfﬁﬁﬁ/ﬁﬁl), a company established in the PRC on February
22,2002, owned as to 40% by Chongqing FSY Industrial, 40% by
Hefei Shushan Martyr Cemetery Management Department* (&5
EILZ LB EEHE), and 20% by Shanghai FSY Industry
Development. It is an indirect non wholly-owned subsidiary of
our Company

Hefei Huazhijian Flowers Co., Ltd.* (5 IE{E Z [ {E A R A ),
a company established in the PRC on May 13, 2010. It is an
indirect non wholly-owned subsidiary of our Company

Hefei Renben Funeral Arrangement Services Co., Ltd.*

(A IE ANA GRS A R A F]), formerly known as Hefei Renben
Funeral Services Company Limited* (& IEANAREEIREA R
/3 7)), a company established in the PRC on September 27, 2008.
It is an indirect non wholly-owned subsidiary of our Company

Henan Fu Shou Yuan Industrial Co., Ltd.* (iﬁ]?‘ﬁ%‘%%ﬁ%ﬁﬁﬁ
/~+l), formerly known as Henan Zhongzhou Minrenyuan
Development Management Co., Ltd.* (77 Fg H M 24 A [ BH 48 45 2
A BRZ 7)), a company established in the PRC on July 7, 2003. It
is an indirect wholly-owned subsidiary of our Company

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

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

“Hong Kong Public Offering”

“Hong Kong Public Offering
Shares”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Hongfu”

“IFRS”

“independent third party(ies)”

“Initial Group Individual
Shareholders”

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

the 50,000,000 new Shares (subject to adjustment as described in
the section headed “Structure of the Global Offering” of this
prospectus) being offered by us for subscription pursuant to the
Hong Kong Public Offering

Computershare Hong Kong Investor Services Limited

the underwriters listed in the paragraph “Underwriters — Hong
Kong Underwriters” under the section “Underwriting” in this
prospectus, being the underwriters of the Hong Kong Public
Offering

the underwriting agreement dated December 6, 2013 relating to
the Hong Kong Public Offering and entered into by our Company,
FSG Holding, Chief Union, Bai Xiaojiang (FHBE7L), Wang
Jisheng (E#fZE), the Sole Global Coordinator and the Joint
Bookrunners, the Hong Kong Underwriters, as further described
in the paragraph “Hong Kong Public Offering” under the section
“Underwriting” in this prospectus

Shanghai Hongfu Investment Development Co., Ltd.* ({54
B EEERA /A A]), a limited liability company established in
the PRC on November 28, 2000 and owned as to 50% by NGO 1
and 50% by NGO 2, one of our Controlling Shareholders

International Financial Reporting Standards

individual(s) or company(ies) who is not connected with (within
the meaning of the Listing Rules) any directors, chief executive
or substantial shareholders of our Company, its subsidiaries or
any of their respective associates

comprise nine individuals, namely, Ge Qiansong (% T#24), Tan Li
Kang (#RHLEE), Yi Hua (f#3E), Tan Richard Lipin (ik¥°F), Lin
Hung Ming (#X% $#) (also known as Lin Hon Min), Tan Leon
Li-an (#k¥ %), Bai Xiaojiang (FH¥E7L), Lu Hesheng (FE#5/E)
and Wang Jisheng (£ %14:), each of them being a past or existing
Director or a member of senior management of our Group
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DEFINITIONS

“International Offering”

“International Offering
Shares”

“International Underwriters”

“International Underwriting
Agreement”

“Jinzhou Maoshan Anling”

“Joint Bookrunners” or
“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

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

the 450,000,000 new Shares being initially offered for
subscription under the International Offering together, where
relevant, with any additional Shares that may be issued pursuant
to any exercise of the Over-allotment Option, subject to
adjustment as described in the section “Structure of the Global
Offering” in this prospectus

the underwriters of the International Offering

the conditional placing agreement relating to the International
Offering and to be entered into on or about the Price
Determination Date by our Company, FSG Holding, Chief Union,
Bai Xiaojiang (F1MEYL), Wang Jisheng (F%F4), the Sole Global
Coordinator and the Joint Bookrunners, the International
Underwriters, as further described in “Structure of the Global
Offering — The International Offering” in this prospectus

Jinzhou City Maoshan Anling Co., Ltd.* (& JH i g 1L % & 47 BR 2%
f£/> 7)), a company established in the PRC on January 7, 2004.
It is an indirect wholly-owned subsidiary of our Company

Citi (in respect of the Hong Kong Public Offering), Citigroup
Global Markets Limited (in respect of the International Offering),
UBS and CIMB

December 2, 2013, being the latest practicable date for the
purpose of ascertaining certain information contained in this
prospectus prior to its publication

listing of the Shares on the Stock Exchange
the listing committee of the Stock Exchange

the date, expected to be on or about Thursday, December 19,
2013, on which dealings in the Shares first commence on the
Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange (as amended, supplemented or otherwise modified
from time to time)
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DEFINITIONS

“LLP”
“MCA”

“Mobile Wish”

6‘MOF’7
“MOFCOM”

“Nanchang Hongfu”

“NGO 1,9

“NGO 2~

“Ningbo Yongyi”

limited liability partnership
Ministry of Civil Affairs of the PRC ("% A R IL AN KB

Mobile Wish Limited, a limited liability company incorporated in
BVI on July 2, 2013 and wholly-owned by Pak Hiu So (I BE#%),
one of the Group Direct Individual Shareholders

Ministry of Finance of the PRC (113 A [ A0 5] B L)
Ministry of Commerce of the PRC (3 A [ 3 1 B 55 15 1)

Nanchang Hongfu Humanities Memorial Co., Ltd.* (F &t 48 A
XA ESHAREIL/AA), a company established in the PRC on
November 17, 2009, and owned as to 50.89% by Shanghai FSY
Industry Development, 40% by Nanchang City Public Investment
Holdings Co., Ltd.* (B & MEAFEELERAREEAF) and
9.11% by Burial Management Department of Nanchang City*
(P BTHFEZEE ME). It is an indirect non-wholly owned
subsidiary of our Company

Shanghai Zhongmin Elderly Affairs Development Service
Centre* (i A R B S B B IR TS R D), a private
non-enterprise unit (FRH¥IEAZEH (/) established in the PRC on
July 26, 2013 and administered by Shanghai Administration of
Civil Affairs with an objective of furthering social welfare
benefits, with an emphasis on facility developments, and one of
our Controlling Shareholders

Shanghai Zhongmin Elderly Affairs Consultancy Service
Centre* (B R ZE R IR D), a private
non-enterprise unit (R H¥FEZEH A7) established in the PRC on
July 26, 2013 and administered by Shanghai Qingpu
Administration of Civil Affairs with an objective of furthering
social welfare benefits, with an emphasis on advisory services,
and one of our Controlling Shareholders

Ningbo  Yongyi Funeral Services Company Limited*
(B KR TEFE PR RIS A FR/A F]), a company incorporated in
the PRC on January 9, 2013, and owned as to 80% by Shanghai
FSY Industry Development, 10% by Zhang Cheng (3&/&), an
employee of our Group, and 10% by Li Xingyu (W), an
independent third party. It is an indirect non wholly-owned
subsidiary of our Company
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DEFINITIONS

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“Peaceful Field”

“PRC GAAP”

“PRC Government”

“Pre-IPO Share Option
Scheme”

Lt}

“Price Determination Date

“Qualified Institutional
Buyers” or “QIBs”

the final offer price per Offer Share (exclusive of brokerage of
1%, SFC transaction levy of 0.003% and Stock Exchange trading
fee of 0.005%) at which the Hong Kong Public Offering Shares
are to be subscribed under the Hong Kong Public Offering, and at
which the International Offering Shares are to be offered under
the International Offering, to be determined as described in
“Structure of the Global Offering — Pricing and Allocation” in
this prospectus

the Hong Kong Public Offering Shares and the International
Offering Shares together, where relevant, with any additional
Shares issued pursuant to the exercise of the Over-allotment
Option

the option to be granted by our Company to the International
Underwriters exercisable by the Sole Global Coordinator on
behalf of the International Underwriters under the International
Underwriting Agreement, to require our Company to allot and
issue up to 75,000,000 additional Shares at the Offer Price, to,
among others, cover over-allocations in the International
Offering, if any

Peaceful Field Limited, a limited liability company incorporated
in BVI on July 2, 2013, and wholly-owned by Wang Jisheng
(E7H4E), our executive Director and one of the Group Direct
Individual Shareholders

accounting principles generally accepted in the PRC

the central government of the PRC and all governmental
subdivisions (including provincial, municipal and other regional
or local government entities) and instrumentalities thereof or,
where the context requires, any of them

the pre-IPO share option scheme adopted by our Company on
March 10, 2013, the principal terms of which are summarized in
the section headed “Statutory and General Information — E.
Pre-IPO Share Option Scheme” in Appendix V to this prospectus

on or about Thursday, December 12, 2013 (Hong Kong time) at
which time the Offer Price is determined, or such later time as our
Company and the Sole Global Coordinator (on behalf of the
Underwriters) may agree, but in any event not later than Tuesday,
December 17, 2013

qualified institutional buyers within the meaning of Rule 144A
under the U.S. Securities Act

22



DEFINITIONS

“Real Path”

“Regulation S”

“Reorganization”

6‘RMB kE
“Rule 144A”

“SAFE”

“SAIC”

“SASAC”

“SAT”

“Securities and Futures
Commission” or “SFC”

“SFO”

“Shandong FSY Development”

“Shanghai FSY Corporate
Management Consultancy”

Real Path Limited, a limited liability company incorporated in
BVI on July 2, 2013 and wholly-owned by Zhao Yu (#5), our
joint company secretary, and one of the Group Direct Individual
Shareholders

Regulation S under the U.S. Securities Act

the reorganization of the companies now comprising our Group in
preparation for the Listing, details of which are set out in
“History and Reorganization” in this prospectus

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC
(HP N R D [ A T 4 L) )

State Administration for Industry and Commerce of the PRC

(Fh 3N RLRN B B % TR AT BUE AR

State-owned Assets Supervision and Administration Commission
of the State Council of the PRC (3 A & 3 5 2 75 g B A5 &
EEBEEHZE)

State Administration of Taxation of the PRC (% A [ 371 5] [
KBS R JR))

the Securities and Futures Commission of Hong Kong

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

Shandong Fu Shou Yuan Development Co., Ltd.* (Ll 54875 [ %%
JEA PFR/AF]), a company established in the PRC on December 29,
2001, and owned as to 50% by Chongqing FSY Industrial and
50% by Shandong World Trade Center* (LIt % & 5 #.0»), an
independent third party. It is an indirect non wholly-owned
subsidiary of our Company

Shanghai Fu Shou Yuan Corporate Management Consultancy
Co., Ltd.* (LiBHmEFREMAEETHEHNARAF), a company
established in the PRC on September 9, 2002, and owned as to
90% by Fumao and 10% by Shanghai FSY Funeral Arrangement
Services. It is an indirect wholly-owned subsidiary of our
Company
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DEFINITIONS

“Shanghai FSY Funeral
Arrangement Services’

“Shanghai FSY Industry
Development”

“Shanghai Nanyuan”

“Shanghai Senfu”

“Shanghai Zhongdefu”

“Shanghai Zhongfu”

“Shanghai Zhongfu Real
Estate”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

]

Shanghai Fu Shou Yuan Funeral Arrangement Services Co., Ltd.*
(Lt EERRBSARATR), a company established in the
PRC on May 17, 2011. It is an indirect wholly-owned subsidiary
of our Company

Shanghai Fu Shou Yuan Industry Development Co., Ltd.*
(L fREREEERARAA), a company established in the
PRC on February 21, 1994. It is an indirect wholly-owned
subsidiary or our Company

Shanghai Nanyuan Industrial Development Co., Ltd.* (i B¢
BHHEBRAMR/AA]), a company established in the PRC on
January 25, 2007, and owned as to 40% by Shanghai FSY
Industry Development, 40% by Shanghai Lingang College
Economic Development Co., Ltd.* (I i 5 2 B #8975 5% 2 A R
/v+l), and 20% by Shanghai Agricultural Industrial and
Commercial Group East Ocean Company* (I ;2 T % 48 8] 5
#/5H]). It is an indirect non wholly-owned subsidiary of our
Company

Shanghai  Senfu  Fruits and Vegetables Technological
Development Co., Ltd.* (LMt LR ERARAFA), a
company established in the PRC on July 2, 2013. It is a non
wholly-owned subsidiary of our Company

Shanghai Zhongdefu Power Saving Environmental Friendly
Technology Co., Ltd.* (i o 4gHiAEIR R B HRA A, a
company established in the PRC on March 21, 2013. It is a
wholly-owned subsidiary of our Company

Shanghai Zhongfu International Trade Co., Ltd.* (I 7 & % 4 [
E O A2 T]), a company established in the PRC. It was a
wholly-owned subsidiary of Zhongfu

Shanghai Zhongfu Real Estate Development Ltd.* ({8 # #& 7 Hb
FEFEJE /N F]), a company established in the PRC. It is a
wholly-owned subsidiary of Zhongfu

ordinary share(s) with nominal value of US$0.01 each in the
share capital of our Company

the share option scheme conditionally adopted by our Company
on December 3, 2013, the principal terms of which are
summarized in “Statutory and General Information — Share
Option Scheme” in Appendix V to this prospectus

holder(s) of the Share(s)
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DEFINITIONS

“Sole Global Coordinator” or
“Sole Sponsor”

“Spinning Seed”

113 ’9

sq.m.

“Stelle Land”

“Stock Exchange”
“Substantial Shareholder(s)”

“Takeovers Code”

“Track Record Period”

“Treasure Bridge”

“Twirling Ball”

“UBS”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“US$” or “U.S. dollars”

“U.S. Securities Act”

Citi

Spinning Seed Limited, a limited liability company incorporated
in BVI on July 2, 2013 and wholly-owned by Woo Tsun Hung,
Jonathan (E[B2¥5), one of the Group Direct Individual
Shareholders

square meters

Stelle Land Limited, a limited liability company incorporated in
BVI on June 28, 2013 and wholly-owned by Wu Pui Ngai
(%AH5%L), one of the Group Direct Individual Shareholders

The Stock Exchange of Hong Kong Limited
has the meaning ascribed to it under the Listing Rules

the Code on Takeovers and Mergers and Share Repurchases (as
amended, supplemented or otherwise modified from time to time)

the three years ended December 31, 2012 and the six months
ended June 30, 2013

Treasure Bridge Investments Limited, a limited liability company
incorporated in BVI on October 28, 2011

Twirling Ball Limited, a limited liability company incorporated
in BVI on July 2, 2013 and wholly-owned by Qu Ping (li*f*), one
of the Group Direct Individual Shareholders

UBS AG, Hong Kong Branch, a registered institution under the
SFO for Type 1 (dealing in securities), Type 6 (advising on
corporate finance), Type 7 (providing automated trading services)
and Type 9 (asset management) regulated activities

the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions and
all areas subject to its jurisdiction

United States dollars, the lawful currency of the United States

the U.S. Securities Act of 1933, as amended, and the rules and
regulations promulgated thereunder
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DEFINITIONS

“WFOE”

“White Form eIPO”

“White Form eIPO Service
Provider”

“Wish and Catch”

“Xiamen Huaixiang”

“Zhengzhou Longhu”

“Zhongfu”

ELINT3

The terms “associate”,

wholly foreign-owned enterprise within the meaning prescribed
under PRC laws

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

Computershare Hong Kong Investor Services Limited

Wish and Catch Limited, a limited liability company incorporated
in BVI on June 28, 2013, wholly-owned by Bai Xiaojiang
(H H%’%‘?I), our chairman, one of our executive Directors and one of
the Group Direct Individual Shareholders

Xiamen Huaixiang Funeral Arrangement Services Co., Ltd.*
(MRS R IR B A PR A ), a company established in the PRC
on December 31, 2012, owned as to 90% by Shanghai FSY
Corporate Management Consultancy and 10% by Xiamen City
Funeral Services Centre* (&[] i #& @& IR %5 .(>), an independent
third party. It is an indirect non wholly-owned subsidiary of our
Company

Zhengzhou Longhu Plants and Flowers Co., Ltd.* (8} §E i 1 A
{7 A FR/A ), a company established in the PRC on October 27,
2005. It was an indirect wholly-owned subsidiary of our
Company before it was liquidated and deregistered on September
13, 2013

China Zhongfu Industrial Co., Ltd.* ("FEPEEEARAA),
formerly known as China Zhongfu Industrial Corporation
(B AR B 2 480 7)), a limited liability company established in
the PRC on July 15, 1985 and directly wholly-owned by Hongfu,
and one of our Controlling Shareholders

EEINNT3

connected person”, “connected transaction” and “subsidiary” shall have

the meanings given to such terms in the Listing Rules, unless the context otherwise requires.

The names of PRC laws, regulations, governmental authorities, institutions, and of companies or

entities marked with an asterisk (*) included in this prospectus are translations of their Chinese names

or vice versa and are included for identification purposes only. In the event of inconsistency, the

Chinese versions shall prevail.

The Chinese names of some of the companies incorporated outside the PRC marked with an

asterisk (*) included in this prospectus are translations of their English names and are included for

identification purposes only.

26



GLOSSARY OF TECHNICAL TERMS

us and our business. Some of these may not correspond to standard industry definitions.

This glossary contains definitions of certain terms used in this prospectus in connection with

“burial plot” a piece of land within a cemetery where remains/cremains are
buried

“columbarium” a place for the storage of urns holding a deceased’s cremated
remains

“cremains” the ashes of a cremated corpse

“cremation” the use of high-temperature burning, vaporization, and

oxidation to reduce human bodies to basic chemical
compounds, such as gases and mineral fragments retaining the
appearance of dry bone

“cremation niche” a space in a columbarium or other indoor areas where the urn

containing the cremated remains is placed

“crematorium” a facility which houses cremation machines and where human

remains are brought to be cremated

“Fengshui” the Chinese art of determining the design and positioning of

objects, such as graves and buildings, which is believed to
bring good fortune

“funeral facility” a venue operated by private companies, where funeral rituals

and ceremonies are performed and where the dead are
prepared for burial or cremation

“funeral parlor” a venue operated by PRC Government entities, which

typically contains cremation facilities, where funeral rituals
and ceremonies are performed and where the dead are
prepared for burial or cremation

“green burial” a space-saving and environmentally friendly method of

burial, typically involving interring cremains into walls or
burying remains under trees and flower beds

“interment” burial

“mortality rate” the amount of deaths in a given population during a given

period of time which is commonly expressed in deaths out of
1,000 individuals

“memorial” a marker bearing the deceased’s name, date of birth, date of

113

urn

Lt}

death and other words or messages that is placed over the
grave

a vessel for ashes or cremains of a deceased person
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RISK FACTORS

You should carefully consider all of the information in this prospectus including the risks and
uncertainties described below before making an investment in the Offer Shares. Our operations
involve certain risks, many of which are beyond our control. You should pay particular attention
to the fact that all of our business is located in the PRC and we are governed by a legal and
regulatory environment, which may differ in some respects from that which prevails in other
jurisdictions. Our business, financial condition and results of operations may be materially and
adversely affected by any of these risks and uncertainties. Additional risks and uncertainties not
presently known to us, or not expressed or implied below, or that we currently deem immaterial,
could also harm our business, financial condition, results of operations and prospects. The trading
price of our Shares could decline due to any of these risks and uncertainties and you may lose all

or part of your investment.

There are certain risks involved in our operations, some of which are beyond our control. These
risks can be broadly categorized into: (i) risks relating to our business; (ii) risks relating to the death
care services industry in the PRC; (iii) risks relating to the PRC and (iv) risks relating to the Shares
and the Global Offering. Prospective investors in the Shares should consider carefully all the
information set forth in this prospectus and, in particular, this section in connection with an

investment in us.
RISKS RELATING TO OUR BUSINESS

We may not be able to sustain premium pricing for our death care service offerings, which may
adversely affect our profit margins.

We are focused on providing premium death care services and demand a higher price for our
services compared to other death care services providers in the areas in which we operate. For the
years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our gross
profit margin was 80.7%, 81.6%, 80.5% and 80.4%. However, the death care services market is
increasingly competitive and we may not be able to sustain our premium pricing. We face competition
from cemeteries and funeral facilities that are operated by both private companies and governmental
entities in the markets in which we operate. Competition affects the prices we are able to charge for
our services and there can be no assurance that we will not face increasing competition in the future.
If we are forced to reduce our prices due to competition, or for other reasons, it may have a material
adverse effect on our business, results of operations, financial condition and prospects.

Jinzhou Maoshan Anling and Shanghai Fu Shou Yuan were built on government allocated land
and we may be required to pay land premium with respect to these cemeteries based on current
market values if the current laws, rules and regulations of the PRC and the interpretation of
related policies and practice concerning government allocated land change.

The PRC Government, through a revised catalogue of permissible usage of allocated land,
removed cemetery use from the permitted uses of allocated land after 2001. Allocated land is land that
can be used without a definitive term or payment of land premium. A parcel of cemetery land used by
Jinzhou Maoshan Anling, spanning an area of 50,124 sq.m., is developed and operated on land which
was initially allocated to Jinzhou Public Cemetery Administration Department, the minority
shareholder of our operating vehicle, Jinzhou Maoshan Anling, by the government in 1992. In 2004,
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the Jinzhou Public Cemetery Administration Department injected the allocated land use right into
Jinzhou Maoshan Anling. See “History and Reorganization — (III) Further Details of Our Corporate
Restructuring Steps — A. Formation of Our Domestic Operating Entities — 6. Jinzhou Maoshan
Anling.” Accordingly, there can be no assurance that this land will not be deemed to have been
developed on land allocated to us in 2004, which is not consistent with the revised catalogue of
permissible usage of allocated land, and, if so, we may be asked to convert the land into granted land
and pay a land premium for such conversion or to vacate the land. Our cemeteries and funeral facilities
in Shanghai, spanning 402,034 sq.m., have also been developed and are operated on land which was
allocated to us by the government. That land was allocated to us in 1994 and 1995 before the new land

policies came into effect.

The laws and regulations on land use in the PRC are constantly evolving. We cannot predict the
effect of future developments in the PRC legal system, including the promulgation of new laws,
changes to existing laws, or the interpretation or enforcement thereof, or the pre-emption of local
regulations by national laws, with respect to the use of allocated land. Any adverse change in the laws
and regulations with respect to the use of allocated land, requiring us to either vacate or pay a land
premium at current market values for the allocated land, may materially and adversely affect our

business, financial condition and results of operations.

Our business operations are subject to regulatory controls.

The PRC death care services industry is a highly regulated industry and may become more
regulated in the future. Various aspects of the death care services business in the PRC, such as the
maximum size of burial plots and certain matters relating to the sale of burial plots to living
customers, are currently subject to governmental regulation. As such, we must ensure continuous
compliance with numerous applicable laws, regulations and codes in the PRC to avoid any fines or any
form of sanctions. In addition, we must obtain various licenses for our provision of death care services
and ensure that our employees are in compliance with all the applicable laws, rules and regulations
when providing services. Any change to or tightening of the relevant laws, rules and regulations, or
any inability by us to obtain necessary licenses, may materially affect our business, financial

condition, results of operations and prospects.

In the event of any breach of laws and regulations, our business may be subject to regulatory
actions by the relevant governmental authorities of the PRC depending on the nature, extent and
severity of the breach. According to the Regulations on Managing Funeral and Burial Industry of the
PRC, in the event of our failure to comply with the relevant standards with respect to death care
services in the PRC, the relevant governmental authorities may order us to cease the sale of funeral
and burial products/services. Further, the relevant governmental authorities have the power to order
us to pay a penalty in the amount of one to three times the unlawful gain from manufacturing and
selling substandard funeral and burial products and services. See “Regulatory Overview — Regulation
of the PRC death care services industry.” Further, in the case of serious breaches, our licenses to
provide death care services may be revoked. In the event we breach any of the above-mentioned laws
or regulations, our business, financial condition and results of operations may be materially and

adversely affected.
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We may not be able to acquire land in desirable locations that are suitable for cemetery
development at commercially acceptable prices in the future.

The growth and success of our business depend on our ability to continue acquiring land located
in desirable locations at commercially reasonable prices that are suitable for cemetery development.
Our ability to acquire land may depend on a variety of factors that we cannot control, such as overall
economic conditions, our effectiveness in identifying and acquiring land parcels suitable for cemetery
development and competition for such land parcels.

Historically, our land for cemetery development was primarily land allocated to us by
government authorities and through the acquisition of other cemetery operators. The availability and
price of land depend on factors beyond our control, including government land policies and
competition. The PRC Government and relevant local authorities control the supply and price of new
land parcels, and approve the planning and use of such land parcels. Specific regulations are in place
to control the methods and procedures by which land parcels are acquired and developed in the PRC.
For example, the PRC Government, through a revised catalogue of permissible usage of allocated land,
removed cemetery use from the permitted uses of allocated land after 2001. As such, we are no longer
able to acquire allocated land, which is not subject to a predetermined term of use, for cemetery
development. Currently, land for cemetery development must first be zoned for cemetery development
by the relevant government authorities before it can be privately acquired from the relevant local
governments by cemetery operators. As these government authorities have fixed quotas as to how
much land they can zone for cemetery development within a given period of time, there is constantly
a limited amount of land available for cemetery development. Our inability to acquire land in desirable
locations that are suitable for cemetery development at commercially acceptable prices could
materially and adversely affect our business, financial condition and results of operations.

We have not obtained formal title certificates for some of the properties we occupy and some of
our landlords lack relevant title certificates for properties leased to us, which may materially and
adversely affect our rights to use such properties.

As of the Latest Practicable Date, certain of our subsidiaries, including Shandong FSY
Development, Henan FSY Industrial, Shanghai FSY Industry Development, and Shanghai Nanyuan,
had not obtained formal title certificates for certain of the properties, constituting approximately 4,709
sq.m. in aggregate, which are occupied for ancillary facilities to our business, due to our failure to
obtain the construction permits, construction work planning permits and/or building ownership
certificates for these properties. According to relevant PRC regulations, governmental authorities may
order us to demolish the buildings on these properties within a prescribed period of time or, if such
demolition is not possible, the authorities may impose on us a fine not exceeding 10% of the total
construction cost of the buildings. The occurrence of any of the above events could materially and
adversely affect our business, financial condition and results of operations.

As of the Latest Practicable Date, we lease certain properties for ancillary facilities for our
business and our landlords have not provided us with the relevant building ownership certificates
and/or real estate certificates with respect to these properties. If our landlords do not own or are not
authorized by the actual owners to lease these properties to us, we may need to relocate our operations
at such locations and may incur additional costs relating to such relocation and we may not be able
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to find suitable alternative locations in a timely manner or at all. In addition, we have not registered
all of our lease agreements with the relevant PRC authorities. As such, we may not be able to continue
to lease such premises and may need to relocate our operations located on the relevant properties. We
may face increased costs due to any such relocation and may not be able to find suitable alternative
locations in a timely manner or at all. There are cases where the duration of our contracts for the sale
of burial plots exceeds the remaining term of land use rights to our cemeteries. As of the Latest
Practicable Date, sales of such burial plots accounted for approximately 19% of the value of the burial
plots sold. The percentage of sales of burial plots with terms ending after our land use rights expire
will increase as the remaining term of our land use rights continues to diminish without an extension.
The occurrence of any of the above events could materially and adversely affect our business,
financial condition and results of operations.

For more information on our properties, see “Business — Properties” in this prospectus.

Business tax may be levied on us for the revenue derived from transferring the rights to use the
burial plots in certain provinces where we operate cemeteries.

According to the Notice Regarding Business Tax Issues for Commercial Cemeteries that was
jointly issued by the MOF and SAT ([ ZBiH5 48 o B i K88 PE A 28 JEBL R BE Y4 A1) on July 3,
2001, revenue derived from transferring the rights to use the burial plots is exempt from business tax.
However, the notice was revoked by MOF and the SAT on January 1, 2009, and neither the MOF nor
SAT have released further notices regarding this issue.

The local administrations of taxation of Liaoning Province and Henan Province have also issued
notices on the same matter which stipulate that income generated from transferring the rights to use
the burial plots is subject to a business tax at a rate of 5%. The local administrations of taxation of
Shanghai and Shandong Provinces have separately issued notices which specify that income from
transferring the right to use the burial plots is free from business tax. However, there is the possibility
that income from transferring the rights to use the burial plots will be classified as taxable income
subject to business tax by the SAT in the future, which will increase our tax burden due to a potential
5% business tax levied on revenue derived from the sale of the right to use the burial plots which, in
turn, may materially adversely affect our financial condition and results of operations.

Our Directors, senior management and employees are essential to our continued business
operations.

Our performance depends on the continued service and performance of our Directors and our
senior management and on our ability to retain and motivate our Directors and senior management.

Our success is attributable to the expertise and experience of our Directors and members of our
senior management. In particular, Mr. Wang Jisheng, our general manager and one of our executive
Directors, has more than 17 years of industry experience and is a deputy director of the China Funeral
Association and the head of its Cemetery Committee. In addition, Mr. Ge Qiansong, our senior deputy
general manager of sales and marketing, has nearly 40 years of industry experience. He was a deputy
head of the Technology and Cultural Committee of China Funeral Association between 1995 and 2012
and has been the head of the committee since 2012. Both Mr. Wang Jisheng and Mr. Ge Qiansong have
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been instrumental in steering our growth and expansion, and, together with the other executive
Directors and our senior management, have been responsible for formulating and implementing our
overall business strategy and corporate development. While the Directors have entered into service
agreements or letters of appointment with us, any Director may terminate his/her services by giving
us notice of termination of service at any time in accordance with the terms of the service agreement
or letter of appointment signed with us. The loss of services of any of the above key personnel may
disrupt or adversely affect our business operations and we may be unable to find or train suitable
replacements in a timely manner or at all. The loss of the services of key personnel or the inability
to identify, hire, train and retain other qualified managerial personnel in the future may materially and
adversely affect our business, financial condition and results of operations.

Further, our continued success depends in part upon our ability to attract, motivate and retain a
sufficient number of qualified and skilled employees for our business operations. The death care
services industry is stigmatized due to the influence of thousands of years of feudal thinking. As a
result, new death care employees tend to be less educated and are often relatives or family members
of those who are already in the industry. The industry generally lacks experienced professionals and
well-educated workers, which had oftentimes led to delivery of unsatisfactory services. Any failure to
recruit skilled and qualified personnel or to retain key staff may materially and adversely affect our
operations and expansion plans. Also, any material increases in our employee turnover rates could
have a material adverse effect on our business, financial condition and results of operations.
Additionally, the competition for acquiring skilled and qualified employees could require us to pay
higher wages to attract and retain such employees, which could result in higher labor costs and lower
profits.

We may not be able to adequately protect our intellectual property, which, in turn, could harm
the value of our brand and adversely affect our business.

We believe that the success of our business and our competitive position depend in part on our
brand, Fu Shou Yuan, and customer awareness of our brand. Our ability to implement our business
plan successfully also depends in part on our ability to further build brand recognition using our
trademarks and other intellectual property, including our trade names and logos.

We have registered some of our trademarks, trade names and logos with the relevant PRC
governmental authorities. With respect to those trademarks granted to us, we are legally entitled to
require infringing parties to cease all unauthorized use of these trademarks and can enforce these
rights by means of litigation, arbitration or other proceedings. We currently have six ongoing
trademark disputes with Sichuan Chengdu Wenjiang Dalang Fushouyuan Industry Development Co.,
Ltd. (VU RHESER T K IR R E 25 @ A R/A A) (“Sichuan Dalang”), and one trademark
cancellation application against Chongqing Huaxiayuan Industry Co., Ltd. (ZE B % 5 [ B %A R =T
/v H]) (“Chongqing Huaxiayuan”) as described in the section headed “Business — Legal Proceedings
Trademark Disputes” in this prospectus.

If our efforts to maintain and protect our intellectual property are inadequate, or if any third party
misappropriates, dilutes or infringes on our intellectual property, the value of our brand may be
harmed which, in turn, may prevent our brand from achieving or maintaining market acceptance. We
cannot assure you that the measures we have put in place to protect our intellectual property rights will
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be sufficient. Despite our efforts, we may not be able to prevent third parties from infringing upon our
intellectual property rights, including our trademarks, trade names and logos. We may, from time to
time, be required to institute litigation, arbitration or other proceedings to enforce our intellectual
property rights. Such proceedings, would likely be time-consuming and expensive to resolve and
would divert our management’s time and attention regardless of their outcome and could materially
and adversely affect our business, financial condition and results of operations.

Further, negative publicity or customer disputes and complaints regarding any infringing party’s
unauthorized use of our trademarks, trade names and logos could dilute or tarnish our cemeteries’ and
funeral facilities” brand appeal and reputation, which could damage our sales, profitability and
prospects, even if we are able to successfully enforce our legal rights. We cannot assure you that any
infringement of our intellectual property rights will not have a material adverse effect on our business,
financial condition and results of operations.

Nuisance and/or noise or air pollution related claims against us in places where we operate
funeral facilities could compel us to relocate our operations to alternative sites which could have
a material adverse impact on our financial results.

Our cemeteries and funeral facilities are located in or near major cities in the PRC. We
strategically select the locations in which we provide our services based on, among other
considerations, population density. Due to our presence in densely populated urban areas we may be
exposed to litigation and claims by local residents related to nuisance and/or noise or air pollution
arising from the burning of incense sticks, chanting of prayers, playing of music and for other reasons.
If any such claims are upheld, we may be compelled to relocate and the costs related to such relocation
and the uncertainty related to finding suitable alternative sites in a timely manner and at acceptable
cost could be materially adverse to our business, financial condition and results of operations.

We receive a significant proportion of our revenue in cash and we may be unable to detect, deter
and prevent all instances of fraud or other misconduct committed by our employees, customers
or other third parties, which could adversely affect our business and results of operations.

Although our customers may settle their accounts for our services by way of cash, bank transfer
or credit card, we receive and handle large amounts of cash in our daily operations as nearly all of
customer accounts for our death care services are settled in cash or via bank transfer. For the years
ended December 2010, 2011 and 2012 and the six months ended June 30, 2013, we received
RMB135.8 million, RMB151.2 million, RMB182.2 million and RMB127.6 million of our revenue in
cash, representing 38.7%, 35.9%, 38.0% and 41.6% of our total revenue for the relevant periods,
respectively.

We cannot assure you that our cash management and delivery system would be able to prevent
all occurrences of fraud, theft and other misconduct involving employees, customers and other third
parties. See “Business — Settlement and Cash Management.” We may be unable to prevent, detect or
deter all instances of misconduct with respect to our cash receipts. Any misconduct committed against
our interests, which may include past acts or future acts, could subject us to financial losses and may
have an adverse effect on our business and results of operations.
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There are uncertainties associated with the expansion of our business.

The successful implementation of our expansion strategy may be influenced by various factors
such as our ability to identify suitable business opportunities, to obtain governmental and other
third-party consents, permits and licenses that are required to operate our business, to acquire
additional land suitable to our expansion plans at reasonable prices as the availability of land for
cemetery use is highly controlled in the PRC, to utilize our management and financial resources
efficiently, to procure funding for capital expenditure related to any expansion, to hire, train and retain
skilled and qualified personnel and to operate new businesses that we are unfamiliar with. For
example, we entered into an investment agreement with Anhui Guangde Economic Development
Management Committee in June 2012, whereby we agreed to cooperate to construct a factory to
manufacture environmentally friendly cremation machines. See “Business — Cremation Machines.”
We may not be able to successfully operate this new business after construction of the factory is
completed. There can be no assurance that we will be able to successfully implement our business
strategy related to the above aspects. In the event that we are unable to find suitable opportunities for
business expansion, our business, financial condition and results of operations may be materially
adversely affected.

Expansion of our death care services is also dependent on customer satisfaction and our
marketing efforts. In order to bring about and maintain growth in our business, it may be necessary
for us to implement marketing initiatives to create public awareness and acceptance of our services.
In the event that any of our marketing initiatives fail to generate increased demand, our business
growth may be adversely affected.

Our business partnerships and strategic relationships with respect to some of our cemeteries and
funeral facilities may be terminated in the future.

Some of our cemeteries and funeral facilities are jointly developed, owned or operated with
business partners. For example, in 2008, we entered into a cooperation agreement with a government
owned funeral parlor in Hefei for an aggregate period of ten years, whereby we are permitted to
operate funeral facilities in its funeral parlor in exchange for our giving it a share of the revenue from
our services there. There can be no assurance that there will be no dispute between our business
partners and us in the future or that we will be able to pursue our stated strategies with respect to such
strategic relationships and partnerships in the markets in which they operate. Furthermore, our
business partners may (i) have economic or business interests or goals that are inconsistent with ours;
(i1) take actions contrary to our policies or objectives; (iii) undergo changes of control; (iv) experience
financial and other difficulties; or (v) be unable or unwilling to fulfill their obligations. In addition,
there can be no assurance that our business partners will renew their respective agreements with us
on as favorable terms or at all. Further, we cannot assure you that we will be able to enter into similar
arrangements with other business partners in the future.

If any of the above-mentioned risks relating to our inability to continue our business and/or
strategic relationships with our business partners or to enter into similar relationships with other
business partners were to materialize, our business, financial condition and results of operations may
be materially and adversely affected.
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One of our subsidiaries, Fumao, which is the holding company for some of our subsidiaries in the
PRC, could potentially be subject to unlimited liability on account of being a general partner of
our subsidiary, Chongqing FSY LLP.

Fumao is the general partner of Chongqing FSY LLP, an LLP established in the PRC. Fumao is
also the holding company for some of our subsidiaries in the PRC, including Chongqing FSY
Consultancy and Shanghai FSY Corporate Management Consultancy. See “History and Reorganization
— Our Corporate Structure Immediately Prior to and After the Global Offering.” Under PRC law, the
general partner of a PRC LLP is potentially exposed to unlimited liability for claims that may be
brought by the creditors (present or future) of the LLP. Thus, on account of the prospect of unlimited
liability, Fumao could be exposed to the risk of significant liabilities pursuant to any enforcement
proceedings by the creditors of Chongqing FSY LLP. As advised by our PRC legal advisors, Watson
and Band Law Offices, Fumao’s exposure under our LLP structure is limited to its registered capital
and equity interest in its immediate subsidiaries in the PRC. We cannot assure you that any such
proceedings brought by the creditors of Chongqing FSY LLP with respect to Fumao’s assets will not

have a material adverse impact on our business, financial condition and results of operations.

Current and future litigation, disputes and regulatory investigations may adversely affect our

profitability and financial condition.

We are, and may be in the future, subject to legal actions, disputes and regulatory investigations
in the ordinary course of our business. We may become involved in disputes with various parties in
relation to our provision of death care services, including contractual disputes and personal liability
claims. Any such disputes may lead to legal or other proceedings and result in substantial costs and
the diversion of resources and management’s attention away from our business. For example, we may
be subject to litigation and liability for improper burial practices, including (i) historical burial
practices which are judged as outdated or sub-standard; and (ii) alleged violations of established
practices and procedures by our partners or associates. In addition, since we acquired some of our
cemeteries and funeral facilities, we may be subject to litigation and liability based upon actions or
events which occurred prior to our acquiring or managing them. Claims or litigation based upon our
cemetery burial practices or defective service claims could have a material adverse impact on our
financial condition, results of operations and cash flow. We may also be subject to monetary penalties
as a consequence of regulatory investigations or inspections. For instance, the size of burial plots is
regulated in the PRC and there is currently no clear guidance on how the dimensions of burial plots
may be measured to ensure compliance. As a consequence, we may be subject to monetary penalties
of up to three times the unlawful gain in monetary value if our cemeteries are found, upon regulatory
inspection, to be in technical breach of the regulation of the size of burial plots in the PRC. See

“Business — Legal Proceedings” and “Business — Compliance.”
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We may fail to identify, foresee or adapt our death care service offerings to changing local,

cultural or customary demands in a timely manner.

We believe we are a leader in the death care services industry in the PRC in terms of quality. We
regularly review and adapt our services to cater to the preferences of the local markets in which we
operate in order to retain existing customers and to attract new ones. However, there may be local,
cultural or customary differences across various provinces or changes which are difficult to anticipate

or adapt to in the death care services market.

Local or family customs or culture in a particular locality in which we operate may, with time,
shift towards the use of particular funeral or burial practices, and our ability to serve prospective
customers may be impaired if we are unable to anticipate a shift and promptly adapt to such changes

in providing our services.

If we are unable to foresee changes in local, cultural or customary preferences or tailor our death
care service offerings in a manner required by local cultural demands or customs, we may be unable
to retain existing customers or attract new ones. Such failure on our part could materially and

adversely impact our business, financial condition and results of operations.

We relied on a limited number of suppliers during the Track Record Period.

Our principal suppliers include suppliers of urns, flowers and memorials and outsourced service
providers. During the Track Record Period, our five largest suppliers, accounted for approximately
76.4%, 77.6%, 15.5% and 75.4% of our total purchases, respectively. During the Track Record Period,
purchases from our single largest supplier, accounted for approximately 28.1%, 30.2%, 25.1% and
25.8% of our total purchases, respectively. Should our major suppliers cease their business
relationships with us and we fail to locate suitable replacements on a timely basis and at acceptable
cost, our business, financial condition and results of operations may be materially and adversely
affected.

The occurrence of any thefts, fires, earthquakes or other natural disasters could adversely affect
our operations.

The occurrence of any theft, fires, earthquakes or other natural disasters may affect our provision
of death care services in the PRC. In the event that any theft, fires, earthquakes or other natural
disasters occur in areas where our cemeteries, funeral facilities and third-party sales representatives
are located, our business, financial condition and results of operations may be materially and

adversely affected.
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RISKS RELATING TO THE DEATH CARE SERVICES INDUSTRY IN THE PRC
The death care services industry is becoming increasingly competitive.

The death care services industry in the PRC is fragmented and is composed of a number of death
care services providers. We face competition from governmental entities and private entities licensed
by the government operating in the industry. To compete successfully, we have to provide and maintain
good quality death care services and we may be compelled in the future, to move away from our
premium pricing that may affect our profit margins. In addition, we must be able to promote and
market ourselves as being distinguishable and different from our competitors. If we are unable to
compete effectively, our business, financial condition and results of operations could be materially and
adversely affected.

Our business may be subject to price controls.

The PRC Price Law (H%# A [RILFIEfEH% 1) became effective on May 1, 1998. Compliance
with the requirements under the PRC Price Law, together with the relevant regulations, may limit our
earning potential.

Pursuant to applicable law, prices for goods and services are divided into the categories of (i)
market pricing (pricing determined by market forces); (ii) government guided pricing (price range set
by the government and determined by the company within such a range); and (iii) fixed pricing
(pricing fixed by the relevant government authorities). The PRC Government has the power to enforce
government guided pricing and fixed pricing on services which benefit society when the government
considers it necessary to do so.

In the death care services industry, the PRC Government exercises guided pricing controls on
items such as (i) basic cosmetological surgery on remains, (ii) preservation of remains; and (iii)
leasing of certain funeral equipment. Depending on a locality’s pricing schedule, pricing of other
goods and services used in funerals, such as caskets, mourning dresses and flower wreaths, may also
apply guided pricing. Death care services providers are guided by these guided pricing controls and
maintain discretion as to the prices they choose to charge for such items.

Further, the PRC Government exercises fixed pricing controls in the following areas: (i)
transportation of remains, (ii) cold storage of remains, (iii) cremation and (iv) deposit of remains.
Although our revenue from these services represented a small amount of our total revenue during the
Track Record Period, there can be no assurance that the scope of governmental price controls will not
be expanded in the future to cover other services. If the scope of governmental price controls is
expanded to other aspects of death care services, our ability to charge for our death care services at
a premium may be adversely affected.

We have complied with all relevant rules and regulations for the Pricing Directories of Shanghai,
Shandong, Henan, Chongqing, Liaoning and Anhui. There can be no assurance that future changes in
the Pricing Directories or in the scope of services included in the Pricing Directories of the above
provinces or in the other provinces in which we may operate will not have an adverse effect on our
current or future business, financial condition and results of operations.
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Increasing life expectancy and decline in the number of deaths may cause a reduction in our

revenue.

The number of deaths is the most significant driver of the level of activity in the death care
services industry, with funeral facility, cemetery and crematorium activity depending significantly on
the number of deaths in the PRC each year. Continual advances in medicine and increasing health
consciousness leading to healthier lifestyles of the general public in the PRC is likely to result in
longer life spans and lower the number of deaths per year. Life expectancy in the PRC increased from
73.0 years in 2008 to 74.8 years in 2012. A decline in the number of deaths may cause a decline in
the death care services to be provided by us, which in turn may materially affect our business,

financial condition and results of operations.

Our business may be adversely affected by downturns in the economy.

As our business is concentrated in the PRC, our revenue is heavily dependent on the economy
of the PRC and customers’ demand for death care services in the provinces in which we operate. If
consumer demand for our death care services is reduced by a significant extent in any of those
provinces and we are unable to develop and divert our business to new areas, our business, financial

condition and results of operations will be materially and adversely affected.

In the event that the recent economic crisis that affected the economy of the United States and
the economies in other parts of the world has an adverse impact on the economy of the PRC, such as
a decrease in foreign demand for goods manufactured in the PRC and a drop in foreign exports from
the PRC to the United States and other parts of the world, a decline in the income of the general
populace in the PRC may be caused resulting in a reduction in the spending of the general populace
on death care services. In such a case our business, financial condition and results of operations may

be materially and adversely affected.

RISKS RELATING TO THE PRC

Changes in political, social and economic policies of the PRC Government may materially affect

our business, operating results and financial condition.
All of our business operations are conducted in the PRC. Accordingly, we are affected by the
economic, political and legal environment in the PRC, and PRC’s overall GDP growth. The PRC

economy differs from the economies of most developed countries in many respects, including the
following:

° it has a high level of government involvement;

° it is in the early stages of development of a market-oriented economy;

° it has experienced rapid growth;
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° it has a tightly controlled foreign exchange policy; and

° it is characterized by an inefficient allocation of resources.

The PRC’s economy has been transitioning from a planned economy towards a more
market-oriented economy. However, a substantial portion of productive assets in the PRC remain
state-owned and the PRC Government exercises a high degree of control over these assets. In addition,
the PRC Government continues to play a significant role in regulating industrial development by
imposing industrial policies. For the past three decades, the PRC Government has implemented

economic reform measures to emphasize the utilization of market forces in economic development.

The PRC’s economy has grown significantly in recent years; however, we cannot assure you that
such growth will continue. The PRC Government exercises control over PRC economic growth
through the allocation of resources, control over payment of foreign currency-denominated
obligations, establishment of monetary policy and provision of preferential treatment to particular
industries or companies. Some of these measures benefit the overall PRC economy, but some may also
have a negative effect on our business. For example, our financial condition and results of operations
may be adversely affected by governmental control over capital investments or changes in tax
regulations that are applicable to us. As such, our future success is, to some extent, dependent on the
economic conditions in the PRC, and any significant downturn in market conditions, particularly in
the PRC death care services sector, may adversely affect our business, financial condition and results

of operations.

The PRC legal system is evolving and has inherent uncertainties that could limit the legal
protection available to you.

The PRC legal system is a civil law system based on written statutes. Unlike common law
systems, it is a system in which prior court decisions have limited value as precedents. Since 1979,
the PRC Government has promulgated laws and regulations governing economic matters in general
such as foreign investment, corporate organization and governance, commerce, taxation and trade. In
addition, laws, regulations and legal requirements regarding various forms of foreign investment in
the PRC, particularly with respect to laws and regulations applicable to WFOE and Sino-foreign joint
ventures are relatively new. Because of the limited volume of published cases and their non-binding
nature, interpretation and enforcement of these newer laws and regulations involve greater
uncertainties than those in other jurisdictions available to you as an investor. We cannot predict the
effect of future developments in the PRC legal system, including the promulgation of new laws,
changes to existing laws, or the interpretation or enforcement thereof, or the pre-emption of local
regulations by national laws. The laws and regulations on the funeral industry are still evolving, for
example, there are still no specific provisions on the legal nature of transferring the right to use the
burial lots, and it is still not clear whether a transfer of the right to use the burial lots will be deemed
as a transfer of a land use right or a lease. If transfers of right to use the burial lots are deemed as
a transfer of land use rights or leases, there may be disputes between us and our customers with respect
to the terms of our services, which may have a material adverse impact on our business, financial

condition and results of operations.
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Governmental control of currency conversion and changes in the exchange rate between the
Renminbi and other currencies could negatively affect our financial condition, operations and
our ability to pay dividends.

Substantially all of our revenue is denominated and settled in Renminbi. The PRC Government
imposes controls on the convertibility of the Renminbi into foreign currencies and, in certain cases,
the remittance of currency out of the PRC. Under existing PRC foreign exchange regulations,
payments of current account items, including profit distributions, interest payments and expenditures
from trade related transactions, can be made in foreign currencies without prior approval from SAFE
provided that we satisfy certain procedural requirements. However, approval from SAFE or its local
counterpart is required when Renminbi is to be converted into foreign currency and remitted out of
the PRC to pay capital expenses such as the repayment of loans denominated in foreign currencies.
The PRC Government may also at its discretion restrict access in the future to foreign currencies for

current account transactions.

Since a significant amount of our future cash flow from operations will be denominated in
Renminbi, any existing and future restrictions on currency exchange may limit our ability to purchase
goods and services outside of the PRC or otherwise fund our business activities that are conducted in
foreign currencies. This could affect the ability of our subsidiaries in the PRC to obtain foreign
exchange through debt or equity financing, including by means of loans or capital contributions from

us.

Inflation in the PRC could negatively affect our results of operations.

While the PRC economy has experienced rapid growth, such growth has been uneven among
various sectors of the economy and in different geographical areas of the country. Rapid economic
growth can lead to growth in the money supply and rise in inflation. During the past two decades, the
rate of inflation in the PRC has been as high as approximately 20%. Inflation can affect our results
of operations if we are unable to pass along cost price increases to customers and may also weaken
our competitiveness domestically. In order to control inflation in the past, the PRC Government has
imposed controls on bank credits, limits on loans for fixed assets and restrictions on state bank
lending. The implementation of such policies may impede economic growth. Repeated rises in interest
rates by the central bank would likely slow economic activity in the PRC which could, in turn,
materially increase our financing costs and also reduce demand for our services which are priced at

a premium.

Our operations are subject to environmental regulations in the PRC.

Our operations are subject to the increasingly stringent laws and regulations related to
environmental protection, including laws and regulations governing emissions, waste water discharge,
waste management and disposal, storage and handling, and workplace safety. Failure to comply with
such laws and regulations could result in the assessment of substantial administrative, civil and
criminal penalties, the imposition of investigatory and remedial obligations, and the issuance of

injunctions restricting or prohibiting our business operations. Moreover, it is possible that the
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implementation of stricter environmental laws and regulations, or regulatory interpretations of these
laws and regulations could result in additional costs and/or liabilities which have not yet been
identified by us, such as the requirements to purchase pollution control equipment or to implement
operational changes or improvements.

It may be difficult to enforce judgments from non-PRC courts against us or our Directors, or
officers who live in the PRC.

The legal framework to which we and our operating subsidiaries are subject is materially
different in certain areas from that of other jurisdictions, including Hong Kong and the United States,
particularly with respect to the protection of minority Shareholders. In addition, the mechanisms for
enforcement of rights under the corporate governance framework to which we and our operating
subsidiaries are subject are also relatively underdeveloped and untested. However, in 2005, the PRC
Company Law was amended to allow shareholders to commence actions against the directors, officers
or any third party on behalf of a company under certain limited circumstances.

The PRC does not have treaties providing for the reciprocal recognition and enforcement of
judgments of courts with countries such as the United States, the United Kingdom and Japan, and
therefore enforcement in the PRC of judgments of a court in these jurisdictions may be difficult or not
possible. Therefore, it may be difficult to effect service of process upon us or our Directors or
executive officers who reside in the PRC or to enforce against them in the PRC any judgment obtained
from non-PRC courts.

Compliance with the PRC Labor Contract Law may increase our labor costs.

The PRC Labor Contract Law (%584 [i]#%) became effective on January 1, 2008. Compliance
with the requirements under the PRC Labor Contract Law, in particular the requirements related to the
making of severance payments and non-fixed term employment contracts, may increase our labor
costs.

Pursuant to the PRC Labor Contract Law, since January 1, 2008, we have been required to enter
into non-fixed term employment contracts with employees who have worked for us for more than ten
years or, unless otherwise provided in the PRC Labor Contract Law, for whom a fixed term
employment contract has been concluded for two consecutive terms. We may not be able to efficiently
terminate non-fixed term employment contracts under the PRC Labor Contract Law without cause. We
are also required to make severance payments to fixed term contract employees when the term of their
employment contracts expire, unless such employees voluntarily reject an offer to renew the contract
in circumstances when the conditions offered by the employer are the same as or better than those
stipulated in the current contract. The amount of severance payment is equal to the monthly wage of
the employee multiplied by the number of full years that the employee has worked for the employer,
except in circumstances when the employee’s monthly wage is three or more times greater than the
average monthly wage in the relevant district or locality, in which case the calculation of the severance
payment will be based on a monthly wage equal to three times the average monthly wage multiplied
by a maximum of twelve years. A minimum wage requirement has also been incorporated into the PRC
Labor Contract Law. Liability for damages or fines may be imposed for any material breach of the
PRC Labor Contract Law.

41



RISK FACTORS

In addition, under the Regulations on Paid Annual Leave for Employees, which became effective
on January 1, 2008, employees who have worked continuously for more than one year are entitled to
a paid vacation ranging from five to 15 days, depending on the length of the employees’ work time.
Employees who consent to waive such vacation at the request of employers must be compensated an
amount which equals three times their normal daily salaries for each vacation day waived. As a result

of such laws and regulations, our labor costs may increase.

As confirmed by our Directors, there was no increase in the amount of our labor costs in 2008
as a result of the PRC Labor Contract Law and we have been in compliance with the PRC Labor
Contract Law since it became effective on January 1, 2008. In addition to the cost of compliance with
current PRC labor laws and regulations, any significant changes in PRC labor laws in the future may
substantially increase our operating costs and have a material adverse effect on our business, financial

condition and results of operations.

Dividends payable by us to our foreign investors and gains on the sale of our Shares may become
subject to taxes under PRC tax laws, and if we are classified as a “resident enterprise” for PRC
enterprise income tax purposes, we could be subject to unfavorable tax consequences.

Under the Enterprise Income Tax Law (&3 i3 Fi%) of the PRC (the “New Income Tax Law”)
and its implementation rules issued by the State Council, PRC income tax at the rate of 10% is
applicable to dividends payable to investors that are “non-resident enterprises,” which do not have an
establishment or place of business in the PRC, or which have such establishment or place of business
but the relevant income is not effectively connected with the establishment or place of business, to the
extent such dividends have their sources within the PRC. Similarly, any gains realized on the transfer
of Shares by such investors are also subject to 10% PRC income tax if such gains are regarded as
income derived from sources within the PRC. If we are considered a PRC “resident enterprise,” it is
unclear whether dividends we pay with respect to our Shares, or the gain our shareholders may realize
from the transfer of our Shares, would be treated as income derived from sources within the PRC and

be subject to PRC tax. If we are required under the New Income Tax Law to withhold PRC income

3 )

tax on dividends payable to our non-PRC investors that are “non-resident enterprises,” or if our
shareholders are required to pay PRC income tax on the transfer of our Shares, the value of our

shareholders’ investment in our Shares may be materially and adversely affected.

Our Hong Kong subsidiary is subject to PRC withholding tax under the New Income Tax Law

and we may not be able to enjoy the preferential withholding tax rate of 5%.

Under the New Income Tax Law and its implementation rules, PRC-sourced income of foreign
enterprises that are “non PRC resident enterprises” that do not have an establishment or place of
business in the PRC or, despite the existence of such establishment or place in the PRC, the relevant
income is not actually connected with such establishment or place in the PRC, such as dividends paid
by a PRC subsidiary to its overseas parent, is generally subject to a 10% withholding tax unless the
jurisdiction of such foreign enterprises has a tax treaty with the PRC that provides a different

withholding arrangement.
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Under an arrangement between the PRC and Hong Kong, which became effective on January 1,
2007, such dividend withholding tax rate is reduced to 5% for dividends paid by a PRC company to
a Hong Kong resident enterprise if such Hong Kong entity is a “beneficial owner” and such entity
directly owns at least 25% of the equity interest of the PRC company. The Notice of the State
Administration of Taxation on How to Comprehend and Determine the “Beneficial Owners” in Tax
Treaties, effective from October 27, 2009, provides certain conditions under which a company cannot
be defined as a “beneficial owner” under the treaty, and further provides that an agent or “conduit
company” (defined as a company registered in the country of domicile to satisfy the organizational
form as required by law, but does not engage in such substantial business operations as manufacturing,
distribution and management) shall not be deemed a “beneficial owner”. If the PRC tax authorities
determine that our Hong Kong subsidiary is a “conduit company”, we may not be able to enjoy a

preferential withholding tax rate of 5%.

Our future restructuring may face uncertainties under the Notice on Strengthening Enterprise
Income Taxation on Non-resident Enterprises with respect to Gains from Equity Transfer (B8
MERFEREXREEZFESLEXREHREEMNEL) (“Notice 698”) released in December 2009
by the SAT.

Pursuant to Notice 698, an offshore enterprise which interposes an intermediate holding company
for its investment in a PRC subsidiary will be required to report the indirect transfer of the equity
interest of the PRC subsidiary to the PRC local tax bureau if the effective tax rate of the jurisdiction
over the transferee is less than 12.5%, or that jurisdiction does not tax foreign income of the
transferee. The PRC tax authorities will examine the nature of the offshore transfer through the
reporting documents and determine whether such transfer constitutes evasion of PRC taxation through
an abusive arrangement without reasonable commercial purpose. Based on the “substance over form”
principle, the PRC tax authorities may re-characterize the transfer and disregard the existence of the
intermediate holding company. Once the intermediate holding company is disregarded, the transfer
could effectively be treated as a non-resident enterprise transferring the PRC subsidiary’s equity, and
subject any transfer gains to PRC withholding tax. However, there is uncertainty as to the application
of Notice 698. For example, while the term “indirect transfer” is not clearly defined, it is understood
that the relevant PRC tax authorities have jurisdiction over a wide range of foreign entities having no
direct relation to the PRC. Moreover, the relevant authority has not yet promulgated any formal
provisions or formally stated how to calculate the effective tax rates in foreign tax jurisdictions, and
the process and format of the reporting to the tax bureau. In addition, there are no formal declarations
with regard to how to determine whether a foreign investor has adopted arrangements in order to avoid
PRC tax.

If we conduct certain transactions which involve such indirect transfer in the future, we may be
subject to the risk of being taxed under Notice 698 and we may be required to expend our resources
to comply with Notice 698 or to establish that we should not be taxed under Notice 698, which may
have a material adverse effect on our financial condition and results of operations.
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Restrictions on the payment of dividends under applicable regulations may limit the ability of
our PRC operating subsidiary to remit dividends to us, which could affect our liquidity and our
ability to pay dividends.

We paid dividends to our shareholders in the amounts of RMB141.8 million, RMB87.6 million
and RMB77.8 million, respectively, during the three years ended December 31, 2010, 2011 and 2012.
We cannot guarantee that dividends will be paid out at the same rate or at all in the future as our ability
to pay dividends is restricted. As a holding company, our ability to declare future dividends will
depend on the availability of dividends, if any, received from our PRC operating subsidiary. Under
PRC law and the constitutional documents of our PRC operating subsidiaries, dividends may be paid
only out of distributable profits, which refer to after-tax profits as determined under PRC GAAP less
any recovery of accumulated losses and required allocations to statutory funds. Any distributable
profits that are not distributed in a given year are retained and become available for distribution in
subsequent years.

The calculation of our distributable profits under PRC GAAP differs in many respects from the
calculation under IFRS. As a result, our PRC operating subsidiaries may not be able to pay a dividend
in a given year if they do not have distributable profits as determined under PRC GAAP even if they
have distributable profits as determined under IFRS. Accordingly, since we will derive all of our
earnings and cash flow from dividends paid to us by our PRC operating subsidiaries, we may not have

sufficient distributable profits to pay dividends to our Shareholders.

Any outbreak of widespread contagious diseases may have a material adverse effect on our
business operations, financial condition and results of operations.

The outbreak, or threatened outbreak, of any severe communicable disease (such as severe acute
respiratory syndrome, avian influenza, HINI1 influenza or H7N9 influenza) in the PRC could
materially and adversely affect the overall business sentiments and environment in the PRC,
particularly if such outbreak is inadequately controlled. This, in turn, could materially and adversely
affect domestic consumption, labor supply and, possibly, the overall GDP growth of the PRC. As our
revenue is currently derived from our operations in the PRC, any labor shortages on contraction or
slowdown in the growth of domestic consumption in the PRC could materially and adversely affect
our business, financial condition and results of operations. In addition, if any of our employees are
affected by any severe communicable disease, it could adversely affect or disrupt those areas in which
we have operations and materially and adversely affect our financial condition and results of
operations as we may be required to close our facilities to prevent the spread of the disease. The spread
of any severe communicable disease in the PRC may also affect the operations of our customers and
suppliers, which could materially and adversely affect our business, financial condition and results of

operations.
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We may be treated as a resident enterprise for PRC tax purposes following the effectiveness of
the New Income Tax Law on January 1, 2008, which may subject us to withholding tax for any
dividends payable by us to our foreign investors and any gains on the sale of our Shares.

The New Income Tax Law provides that if an enterprise incorporated outside the PRC has its “de
facto management organization” within the PRC, such enterprise may be deemed a PRC resident
enterprise for tax purposes and be subject to an enterprise income tax rate of 25% on its worldwide
income. Most of our Shareholders are located in the PRC and, if they remain there, we as well as our
overseas Shareholders may be deemed PRC resident enterprises and therefore subject to an enterprise
income tax rate of 25% on our worldwide income. As a result of these tax provision changes, our
historical operating results will not be indicative of our operating results for future periods and the
value of our Shares may be materially and adversely affected.

The New Income Tax Law provides that dividend payments between qualified PRC resident
enterprises are exempted from enterprise income tax.

The New Income Tax law also stipulates that if (i) an enterprise distributing dividends is
domiciled in the PRC, or (ii) capital gains are realized from the transfer of equity interests in
enterprises domiciled in the PRC, then such dividends or capital gains be treated as PRC-sourced
income. If our overseas Shareholders are deemed PRC resident enterprises for tax purposes, then (i)
any dividends we pay to our overseas Shareholders and (ii) any capital gains realized by our
Shareholders from transfers of our Shares may be regarded as PRC-sourced income and be subject to
a PRC withholding tax at a rate of up to 10%.

If dividend payments from our PRC operating subsidiaries to us are subject to PRC withholding
tax, it may have a material adverse effect on our business, financial condition and results of
operations. If our dividend payments to overseas Shareholders are subject to PRC withholding tax, it
may have a material adverse effect on your investment return and the value of your investment with
us.

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

On October 21, 2005, SAFE issued the Notice of SAFE on Issues Relating to Foreign Exchange
Control on Fund Raisings by Domestic Residents Through Offshore Special Purpose Vehicles and
Round-trip Investment ([ %<5 e 45 215 B A 53 4 J B 28 4 B3 AR ik H 1 2 ) Bl SR B 43 & A R A
A B M E R @A, “Circular 75”) which came into force on November 1, 2005, requiring PRC
residents, including both legal persons and natural persons, to register with the competent local SAFE
branch before establishing or controlling any company outside the PRC, referred to as an “offshore
special purpose company,” for the purpose of raising funds from overseas with the assets of or equity
interest in PRC companies. Under Circular 75, our PRC domestic resident Shareholders are required
to register with the local SAFE branch their respective ownership in us. The PRC domestic resident
Shareholders, Bai Xiaojiang, Tan Li Kang, Zhang Bin, Lu Hesheng, Wang Jisheng, Zhao Yueming,
Zhao Yu, Ge Qiansong, Yi Hua, Wu Yibo, Wang Qiong, Le Jiasheng, Wu Jianzhong, Xu Yong, Zhou
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Chen, Zhao Zhichao and Zhang Shiyao filed applications for Circular 75 registration to Chongqing
SAFE and the applications were accepted on July 11, 2013. A followed-up application was made on
November 13, 2013 and such application was accepted by Chongqing SAFE on November 22, 2013.
The Circular 75 registrations for the above-mentioned individuals were completed on December 4,
2013 and our PRC legal advisors have confirmed that we are in compliance with the regulations on
foreign currency exchange. According to the relevant guidance with respect to the operational rules
on such foreign exchange registration issued by SAFE to its local branches, if any PRC shareholder
of an offshore special purpose company fails to make the required SAFE registration, the PRC
subsidiaries of that offshore special purpose company may be prohibited from distributing their profits
and the proceeds from any reduction in capital, share transfer or liquidation to the offshore special
purpose company. Any failure to comply with the SAFE registration requirements described above

could result in liability under PRC law for evasion of applicable foreign exchange restrictions.

We may be unable to transfer the net proceeds from the Global Offering to the PRC.

We will use the net proceeds from the Global Offering in the PRC on certain planned expansion
projects which are important to our growth. See “Future Plans and Use of Proceed.” Our PRC legal
advisors have advised us that the net proceeds can only be converted into Renminbi after obtaining
approval from the relevant local foreign exchange authorities for use in the PRC projects. There is no
assurance that such approvals will be granted. If we fail to obtain the approvals from the relevant
foreign exchange authorities or such approvals are delayed for a significant time period, we will not
be able to proceed with such projects, which may have a material adverse effect on our business,

financial conditions and result of operations.

RISKS RELATING TO THE SHARES AND THE GLOBAL OFFERING

Because there has been no prior public market for our Shares, their market price may be volatile

and an active trading market in our Shares may not develop.

Prior to the Global Offering, there has been no public market for our Shares. The Offer Price may
differ significantly from the market price of our Shares following the Global Offering. We have
applied for listing and permission to trade our Shares on the Hong Kong Stock Exchange. The Listing
on the Stock Exchange, however, does not guarantee that an active trading market for our Shares will
develop, or if it does develop, that it will be sustainable following the Global Offering or that the

market price of our Shares will not decline after the Global Offering.
Furthermore, the price and trading volume of our Shares may be volatile. The following factors,

among others, may cause the market price of our Shares after the Global Offering to vary significantly
from the Offer Price:

° variations in our revenue, earnings and cash flow;

° unexpected business interruptions resulting from natural disasters or power shortages;
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° major changes in our key personnel or senior management;

° our inability to obtain or maintain regulatory approval for our operations;

° our inability to compete effectively in the market;

° political, economic, financial and social developments in the PRC and in the global
economy;

° fluctuations in stock market prices and volume;

° changes in analysts’ estimates of our financial performance; and

° involvement in material litigation.

Future issuances or sales, or perceived issuances or sales, of substantial amounts of our Shares
in the public market could materially and adversely affect the prevailing market price of our
Shares and our ability to raise capital in the future.

The market price of our Shares could decline as a result of future sales of substantial amounts
of our Shares or other securities relating to our Shares in the public market, including by our
Substantial Shareholders, or the issuance of new Shares by us, or the perception that such sales or
issuances may occur. Future sales, or perceived sales, of substantial amounts of our Shares could also
materially and adversely affect our ability to raise capital in the future at a time and at a price
favorable to us, and our Shareholders would experience dilution in their holdings upon issuance or sale
of additional securities in the future.

The market price of our Shares when trading begins could be lower than the Offer Price.

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

Future financing may cause a dilution in your shareholding or place restrictions on our
operations.

We may need to raise additional funds in the future to finance further expansion of our capacity
and business relating to our existing operations, acquisitions or strategic partnerships. If additional
funds are raised through the issuance of our new equity or equity-linked securities other than on a pro
rata basis to existing Shareholders, the percentage ownership of such Shareholders in us may be
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reduced, and such new securities may confer rights and privileges that may take priority over those
conferred by the Shares. Alternatively, if we meet such funding requirements by way of additional debt

financing, we may have restrictions placed on us through such debt financing arrangements which

may:
° limit our ability to pay dividends or require us to seek consents for the payment of
dividends;
° increase our vulnerability to general adverse economic and industry conditions;
° require us to dedicate a substantial portion of our cash flows from operations to service our

debt, thereby reducing the availability of our cash flow to fund capital expenditure, working
capital requirements and other general corporate needs; and

° limit our flexibility in planning for, or reacting to, changes in our business and our industry.

Potential investors will experience immediate and substantial dilution as a result of the Global
Offering.

Investors will pay a price per Share that substantially exceeds the per Share value of our tangible
assets after subtracting our total liabilities and will therefore experience immediate dilution when
investors purchase our Shares in the Global Offering. As a result, if we were to distribute our net
tangible assets to our Shareholders immediately following the Global Offering, investors purchasing
in the Global Offering would receive less than the amount they paid for their Shares. See “Appendix

II — Pro Forma Financial Information.”

You may face difficulties in enforcing your shareholder rights because our Company is
incorporated in the Cayman Islands, and the protection to minority shareholders under Cayman
Islands Law may be different from that under the laws of Hong Kong and other jurisdictions.

Our corporate affairs are governed by, among others, the Articles of Association, the Companies
Law and common law of the Cayman Islands. The rights of Shareholders to take action against our
Directors, actions by minority Shareholders and the fiduciary responsibilities of our Directors to us
under Cayman Islands law are to a large extent governed by the common law of the Cayman Islands.
The common law of the Cayman Islands is derived in part from comparatively limited judicial
precedent in the Cayman Islands as well as from English common law, which has persuasive, but not
binding, authority on courts in the Cayman Islands. The laws of the Cayman Islands relating to the
protection of the interests of minority shareholders differ in some respects from those in Hong Kong
and other jurisdictions. The remedies available to the minority Shareholders may be limited compared
to the laws of Hong Kong or other jurisdictions. For example, the Companies Law does not contain
an express provision which is equivalent to section 168A of the Companies Ordinance which provides
a remedy for shareholders who have been unfairly prejudiced by the conduct of the company’s affairs.
See “Appendix IV — Summary of the Constitution of the Company and Cayman Islands Law.”
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We cannot guarantee the accuracy of facts, forecasts and other statistics obtained from official

governmental sources contained in this prospectus.

Facts, forecasts and other statistics in this prospectus relating to the economy and our industry
on an international, regional and specific country basis have been collected from materials from
official governmental sources. We cannot assure you nor make any representation as to the accuracy
or completeness of such information. Neither we, any of our respective affiliates or advisors, nor the
Underwriters or any of their affiliates or advisors, have prepared or independently verified the
accuracy or completeness of such information directly or indirectly derived from official
governmental sources. Statistics, industry data and other information relating to the economy and our
industry derived from official governmental sources used in this prospectus may not be consistent with
other information available from other sources and should not be unduly relied upon. Due to possible
flawed collection methods, discrepancies between published information, different market practices or
other reasons, the statistics, industry data and other information relating to the economy and our
industry derived from official governmental sources might be inaccurate or might not be comparable
to statistics produced from other sources. In all cases, you should carefully consider how much weight
or importance you should attach or place on such statistics, industry data and other information

relating to the economy and our industry.
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This prospectus contains forward-looking statements relating to our plans, objectives,
expectations and intentions, which may not represent our overall performance for periods of time to
which such statements relate.

This prospectus contains certain forward-looking statements and information relating to us and
our subsidiaries that are based on the beliefs of our management as well as assumptions made by and

information currently available to our management. When used in this prospectus, the words “aim,”

ELINT3 9 < 9 ELINT3

“anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “going forward,” “intend,” “may,”

EEINTS 99 <

“plan,” “potential,” “predict,” “project,” “seek,” “should,” “will,” “would” and similar expressions, as
they relate to us or our management, are intended to identify forward-looking statements. Such
statements reflect the current views of our management with respect to future events, operations,
liquidity and capital resources, some of which may not materialize or may change. These statements
are subject to certain risks, uncertainties and assumptions, including the other risk factors as described
in this prospectus. You are strongly cautioned that reliance on any forward-looking statements
involves known and unknown risks and uncertainties. The risks and uncertainties facing us which

could affect the accuracy of forward-looking statements include, but are not limited to, the following:

° our business prospects;
° future developments, trends and conditions in the markets in which we operate;
° our strategies, plans, objectives and goals;

° general economic conditions;

° changes to regulatory or operating conditions in the markets in which we operate;

° our ability to reduce costs;

° our dividend policy;

° our capital expenditure plans;

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

° capital market developments;

° the actions and developments of our competitors;

° certain statements in “Financial Information” with respect to trends in prices, volumes,

operations, margins, overall market trends, risk management and exchange rates; and

° other statements in this prospectus that are not historical facts.
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Subject to the requirements of the Hong Kong Listing Rules, we do not intend to publicly update
or otherwise revise the forward-looking statements in this prospectus, whether as a result of new
information, future events or otherwise. As a result of these and other risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this prospectus might not
occur in the way we expect, or at all. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements in this prospectus are qualified by

reference to this cautionary statement.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

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

INFORMATION ON THE GLOBAL OFFERING

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

Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus, and the procedures for applying for Hong
Kong Public Offering Shares are set out in the section headed “How to Apply for Hong Kong Public
Offering Shares” in this prospectus and in the relevant Application Forms.

UNDERWRITING

The Global Offering comprises the Hong Kong Public Offering of initially 50,000,000 Hong
Kong Public Offering Shares and the International Offering of initially 450,000,000 International
Offering Shares, subject, in each case, to adjustment on the basis as described in the section headed
“Structure of the Global Offering” in this prospectus and, in case of the International Offering, to any
exercise of the Over-allotment Option.

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. Details of the terms of the Hong Kong Public Offering are described
in the section headed “Structure of the Global Offering” in this prospectus and on the Application
Forms.

The listing of our Shares on the Stock Exchange is sponsored by Citi, also referred to as the Sole
Sponsor. Citi is the Sole Global Coordinator of the Global Offering. Citi, UBS and CIMB are the Joint
Bookrunners and the Joint Lead Managers of the Hong Kong Public Offering and Citigroup Global
Markets Limited, UBS and CIMB are the Joint Bookrunners and the Joint Lead Managers of the
International Offering.

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters pursuant

to the Hong Kong Underwriting Agreement and subject to agreement on the Offer Price between us
and the Sole Global Coordinator (on behalf of the Underwriters).
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The International Offering is expected to be underwritten by the International Underwriters
pursuant to the International Underwriting Agreement. The International Underwriting Agreement is
expected to be entered into on or about Thursday, December 12, 2013.

For further information about the Underwriters and the underwriting arrangements, see the
section headed “Underwriting” in this prospectus.

RESTRICTIONS ON THE USE OF THIS PROSPECTUS

We offer the Hong Kong Public Offering Shares solely on the basis of the information contained
and representations made in this prospectus and the related Application Forms and on the terms and
subject to the conditions contained in this prospectus and the Application Forms.

Each person acquiring Hong Kong Public Offering Shares will be required to confirm, or by
his/her acquisition of Hong Kong Public Offering Shares will be deemed to confirm, that he/she is
aware of the restrictions on offers of the Hong Kong Public Offering Shares described in this
prospectus.

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

CERTAIN MATTERS RELATING TO THE HONG KONG PUBLIC OFFERING
Application for Listing on the Stock Exchange

We have applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, our Shares in issue and to be issued as mentioned in this prospectus (including
the Offer Shares and any additional Shares which may be issued pursuant to the Capitalization Issue
and the Global Offering and upon the exercise of the Over-allotment Option and any options granted
under the Pre-IPO Share Option Scheme and any options that may be granted under the Share Option
Scheme). Dealings in our Shares on the Stock Exchange are expected to commence on Thursday,
December 19, 2013.

Except as otherwise disclosed in this prospectus, no part of our Share or loan capital is listed on
or dealt in on any other stock exchange and no such listing or permission to list is being or proposed
to be sought in the near future.

Stamp Duty
Dealings in the Shares registered on our register of members in Hong Kong will be subject to

Hong Kong stamp duty.
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Register of Members

Our principal register of members will be maintained by our Company’s principal share registrar,
Appleby Trust (Cayman) Ltd. in the Cayman Islands and our Hong Kong register of members will be
maintained by our Hong Kong Share Registrar in Hong Kong, Computershare Hong Kong Investor
Services Limited.

All Shares issued or sold in the Global Offering are expected to be registered on our register of
members to be maintained in Hong Kong. All of the Shares issued pursuant to applications made in
the Hong Kong Public Offering will be registered on our share register to be maintained in Hong
Kong.

Eligibility for Admission into CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares on the Stock
Exchange and our Company complies with the stock admission requirements of HKSCC, the Shares
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with
effect from the Listing Date or any other date as determined by HKSCC.

Settlement of transactions between participants of the Stock Exchange is required to take place
in CCASS on the second business day after any trading day. You should seek the advice of your
stockbroker or other professional advisor for details of those settlement arrangements as such

arrangements will affect your rights and interests.

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

All necessary arrangements have been made enabling our Shares to be admitted into CCASS. If
you are unsure about the details of CCASS settlement arrangements and how such arrangements will
affect your rights and interests, you should seek the advice of your stockbrokers or other professional

advisors.

Professional Tax Advice Recommended

Applicants for the Offer Shares are recommended to consult their professional advisors if they
are in any doubt as to the taxation implications of the subscription, purchase, holding or disposal of,

dealing in or the exercise of any rights in relation to the Offer Shares.

It is emphasized that none of us, the Sole Global Coordinator, the Sole Sponsor, the Joint
Bookrunners, the Joint Lead Managers, any of the Underwriters, their respective directors, agents,
employees and advisors, nor any other person involved in the Global Offering accepts any
responsibility for any tax effects on, or liabilities of, any person resulting from subscribing for,

purchasing, holding or disposing of, dealing in or exercising any rights in relation to the Offer Shares.
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Procedure for Application for Hong Kong Public Offering Shares

The procedure for applying for Hong Kong Public Offering Shares is set out in the section headed
“How to Apply for Hong Kong Public Offering Shares” in this prospectus and on the relevant
Application Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section

headed “Structure of the Global Offering” in this prospectus.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangements relating to the Stabilization and Over-allotment Option are set out

in “Structure of the Global Offering — Over-allotment and Stabilization” in this prospectus.

EXCHANGE RATE

Solely for your convenience, this prospectus contains translations of certain Renminbi amounts
into Hong Kong dollars and certain U.S. dollars amounts into Hong Kong dollars at specified rates.
No representation is made that the Renminbi amounts could actually be converted into any Hong Kong
dollar amounts at the rates indicated or at all. Unless indicated otherwise, the translation of Renminbi
into HK dollars was made at the rate of HK$1.00 to RMBO0.7911, the exchange rate prevailing on
December 2, 2013, set by the People’s Bank of China (“PBOC”) for foreign exchange transactions,
and the translation of U.S. dollars into Hong Kong dollars was made at the rate of US$1.00 to
HK$7.7526. Any discrepancies in any table between totals and sums of amounts listed therein are due

to rounding.

LANGUAGE

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

name prevails.

ROUNDING
Unless otherwise stated, all the numerical figures are rounded to one decimal place. Any

discrepancies in any table or chart between totals and sums of amounts listed therein are due to

rounding.
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WAIVERS AND EXEMPTION FROM STRICT COMPLIANCE WITH

THE LISTING RULES AND THE COMPANIES ORDINANCE

MANAGEMENT PRESENCE IN HONG KONG

According to Rule 8.12 of the Listing Rules, we must have a sufficient management presence in

Hong Kong. This normally means that at least two executive Directors must be ordinarily resident in

Hong Kong. At present, since our main operation is conducted in China, our executive Directors are

based in China as we believe it is more effective and efficient for our executive Directors to be based

in a location where we have significant operations. We therefore do not and will not, in the foreseeable

future, have sufficient management presence in Hong Kong as required under Rule 8.12 of the Listing

Rules.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted us,

a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules, subject

to the following conditions:

(i)

(i)

(iii)

(iv)

v)

we have appointed two authorized representatives pursuant to Rule 3.05 of the Listing
Rules, who will act as our principal channel of communication with the Stock Exchange.
We have appointed Bai Xiaojiang, our executive Director, and Zhao Yu, our joint company
secretary, as our two authorized representatives. The authorized representatives will be able
to meet with the Stock Exchange on reasonable notice upon the request of the Stock
Exchange and they will be readily contactable by telephone, facsimile and email by the
Stock Exchange;

the authorized representatives have means for contacting all the Directors (including the
independent non-executive Directors) promptly at all times as and when the Stock

Exchange wishes to contact our Directors on any matters;

we have, in compliance with Rule 3A.19 of the Listing Rules, engaged Shenyin Wanguo
Capital (H.K.) Limited as our compliance advisor, who will, among others, in addition to
the two authorized representatives, act as our company’s additional channel of

communication with the Stock Exchange;

the Directors who are not ordinarily resident in Hong Kong have confirmed that they
possess valid travel documents or can apply for valid travel documents to visit Hong Kong,
and will be able to meet with the Stock Exchange in Hong Kong within a reasonable period

of time, if required; and

to enhance communications among the Stock Exchange, the authorized representatives and
the Directors, we have implemented a policy whereby (a) all Directors shall provide their
respective office phone numbers, mobile phone numbers, facsimile numbers and email
addresses to the authorized representatives as well as the Stock Exchange; and (b) in the
event that a Director expects to travel and be out of office, he shall provide the phone

number of the place of his accommodation to the authorized representatives.
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JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company secretary who,
by virtue of his/her academic or professional qualifications or relevant experience, is, in the opinion
of the Stock Exchange, capable of discharging the functions of company secretary. Note (1) to Rule
3.28 of the Listing Rules further provides that the Stock Exchange considers the following academic
or professional qualifications to be acceptable:

(i) a Member of the Hong Kong Institute of Chartered Secretaries;

(ii) a solicitor or barrister (as defined in the Legal Practitioners Ordinance (Chapter 159 of the
Laws of Hong Kong)); or

(iii) a certified public accountant (as defined in the Professional Accountants Ordinance
(Chapter 50 of the Laws of Hong Kong)).

We have appointed Zhao Yu as a joint company secretary. Mr. Zhao joined our Group in 2009
and has more than 11 years of experienced in corporate financial industry. Given that Mr. Zhao is
neither a member of the Hong Kong Institute of Chartered Secretaries, a solicitor or barrister nor a
professional accountant, as required under Note (1) to Rule 3.28 of the Listing Rules, his appointment
as a joint company secretary does not strictly comply with Rules 3.28 and 8.17 of the Listing Rules.
We have appointed Wong Wai Ling to act as a joint company secretary. Ms. Wong is an associate of
the Hong Kong Institute of Chartered Secretaries. Accordingly, Ms. Wong fully complies with the
requirements as stipulated under Rules 3.28 and 8.17 of the Listing Rules. We have engaged Ms. Wong
as joint company secretary for a minimum period of three years commencing from the Listing Date,
during which she will assist and guide Mr. Zhao to enable him to acquire the “relevant experience”
under Note (2) to Rule 3.28 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and obtained, a waiver from strict
compliance with the requirements under Rules 3.28 and 8.17 of the Listing Rules. The waiver is valid
for an initial period of three years from the Listing Date. The waiver is granted on the condition that
we engage Ms. Wong, who possesses all the requisite qualifications required under Rule 3.28 of the
Listing Rules, to assist Mr. Zhao in his discharge of duties as a joint company secretary and in gaining
the “relevant experience” as required under Note (2) to Rule 3.28 of the Listing Rules. Our Company
understands that, upon expiry of the three-year period, the Stock Exchange will re-evaluate the merits
of this waiver as set out in Listing Decision HKEx-LD35-1. Our Company will also evaluate the
qualifications and experience of Mr. Zhao and the need for on-going assistance would be made. Our
Company understands and acknowledges that the waiver will be revoked if Ms. Wong ceases to
provide assistance to Mr. Zhao as our joint company secretary within the three-year period after
Listing.

PRE-IPO SHARE OPTION SCHEME

Rule 17.02(1)(b) of and paragraph 27 of Part A of Appendix I to the Listing Rules and paragraph
10 of Part I of the Third Schedule to the Companies Ordinance require that this prospectus should
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include, among other things, details of the number, description and amount of any of our Shares which
any person has, or is entitled to be given, an option to subscribe for, together with certain particulars
of each option, namely the period during which it is exercisable, the price to be paid for Shares
subscribed for under it, the consideration (if any) given or to be given for it or for the right to it and
the names and addresses of the persons to whom it was given, full details of all outstanding options
and their potential dilution effect on the shareholdings upon Listing as well as the impact on the

earnings per share arising from the exercise of such outstanding options.

As at the Latest Practicable Date, the outstanding options to subscribe for an aggregate of
57,613,169 Shares (representing approximately 2.8% of the total issued share capital of our Company
immediately following completion of the Capitalization Issue and the Global Offering as enlarged by
the allotment and issue of Shares upon the exercise of all such options (assuming that the
Over-allotment Option is not exercised and not taking into account any Shares which may be allotted
and issued pursuant to the exercise of options to be granted under the Share Option Scheme of our
Company) granted under the Pre-IPO Share Option Scheme are held by 199 grantees. Except for those
grantees who are Directors (namely, Bai Xiaojiang and Wang Jisheng, both are our executive
Directors) and senior management of our Company (namely, Ge Qiansong, our deputy general
manager of strategic planning development, Tan Li Kang, our deputy general manager of projects
development, Yi Hua, our deputy general manager of public relations, cultural branding development
and human resources , Wu Yibo, our deputy general manager of sales and marketing and corporate
planning, Xu Yong, our deputy general manager of our Engineering, Greenery, Construction and
Management, Zhao Yu, our deputy general manager of Listing matters and Board secretary affairs, and
joint company secretary and Li Heguo, our Deputy General Manager of strategic development,
planning and execution, major projects and acquisitions), options were also granted to a total of 190
other grantees being employees of our Group (the “Other Grantees”). Of the 190 Other Grantees, 29
were granted with such number of options that the total number of Shares underlying such options
represents approximately 0.015% or more of our total issued share capital immediately following
completion of the Capitalization Issue and the Global Offering as enlarged by the allotment and issue
of Shares upon the exercise of all such options (assuming that the Over-allotment Option is not
exercised and not taking into account any Shares which may be allotted and issued pursuant to the
exercise of options to be granted under the Share Option Scheme) (the “Major Grantees”). Except for
those grantees who are Directors as disclosed in the paragraph headed “Appendix V — Statutory and
General Information — E. Pre-IPO Share Option Scheme” in this prospectus, no options have been

granted to any connected persons (as defined under the Listing Rules).

We have applied to the Stock Exchange for a waiver from strict compliance with the disclosure
requirements under Rule 17.02(1)(b) and paragraph 27 of Appendix 1A of the Listing Rules, and to the
SFC for a certificate of an exemption from strict compliance with the disclosure requirements under
paragraph 10(d) of Part I of the Third Schedule to the Companies Ordinance, in connection with the
information of the options granted under the Pre-IPO Share Option Scheme on the ground that full
compliance with such disclosure requirements in setting out the names and addresses of, and the

number of Shares represented by options granted under the Pre-IPO Share Option Scheme to the Other
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Grantees who are not Major Grantees would be unduly burdensome for our Company for the following

reasons:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

the options granted under the Pre-IPO Share Option Scheme are considered as part of each
grantee’s remuneration package or incentives, and therefore information on options granted
to each individual grantee is highly sensitive and confidential among the grantees.
Disclosing such highly sensitive and confidential information in this prospectus would
prejudice the interests of our Company and therefore unduly burdensome on our Company;

the total number of Shares underlying the options granted under the Pre-IPO Share Option
Scheme represents approximately 2.8% of the total issued share capital of our Company
immediately following completion of the Capitalization Issue and the Global Offering as
enlarged by the allotment and issue of Shares upon the exercise of all such options
(assuming that the Over-allotment Option is not exercised and not taking into account any
Shares which may be allotted and issued pursuant to the exercise of options to be granted
under the Share Option Scheme of our Company). The grant and exercise in full of the
options granted under the Pre-IPO Share Option Scheme will not cause any material adverse
impact on the financial position of our Company and in any event the total number of
Shares to be issued upon exercise of the options granted under the Pre-IPO Share Option
Scheme and the potential dilution effect will be set out in this prospectus;

non-compliance with the disclosure requirements does not prevent our Company from
providing an informed assessment of our Company’s activities, assets and liabilities,
financial position, management and prospects to its potential investors;

the important information, that is, the aggregate number of options outstanding, exercise
price, vesting period and the potential dilution effect on the shareholdings of our Company
upon Listing and the impact on the earnings per Share upon full exercise of the options
granted under the Pre-IPO Share Option Scheme, is disclosed in this prospectus and such
information, together with other information contained in this prospectus regarding the
Pre-IPO Share Option Scheme, provides potential investors with sufficient information to
make a relevant assessment of our Company in their investment decision-making process;

full disclosure of the details of the grantees may also have a negative impact on our
Company’s relationships with the grantees, as some grantees may be dissatisfied with the
number of options granted to them after comparing with other grantees; and

setting out the names, addresses and numbers of Shares represented by options for the 161
Other Grantees who are not Major Grantees on an individual basis would increase around
50 pages in this prospectus (English and Chinese versions included), and therefore, would
be costly and unduly burdensome on our Company in light of the increase in cost for
prospectus printing.

The Stock Exchange has granted us a waiver from strict compliance with the relevant disclosure

requirements under Rule 17.02(1)(b) and paragraph 27 of Appendix 1A of the Listing Rules, in
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connection with the information of the options granted under the Pre-IPO Share Option Scheme on the

following

(1)

(i)

(iii)

(iv)

(v)

(vi)

(vii)

conditions:

disclosure in this prospectus, on an individual basis, of the full details of all options granted
by our Company under the Pre-IPO Share Option Scheme to our Directors, senior
management, Major Grantees and connected person(s) of our Company, such details to
include all the particulars required under Rule 17.02(1)(b) of and paragraph 27 of Appendix
1A to the Listing Rules;

disclosure in this prospectus, an aggregate number of Shares subject to the options granted
by our Company under the Pre-IPO Share Option Scheme and the percentage to our

Company’s total issued share capital represented by them;

disclosure in this prospectus, the potential dilution effect on the shareholdings of our
Company upon Listing and the impact on the earnings per Share upon full exercise of the

options granted under the Pre-IPO Share Option Scheme;

disclosure in this prospectus, the aggregate number of those Other Grantees who are not
Major Grantees, the number of Shares underlying the options granted to them, the vesting
period of each option, the consideration paid for the options, and the exercise price of the

options;

a summary of the rules of the Pre-IPO Share Option Scheme;

the particulars of the waiver from strict compliance with the disclosure requirements under
Rule 17.02(1)(b) and paragraph 27 of Appendix 1A of the Listing Rules to be granted are
set out in this prospectus; and

the full list of the grantees under the Pre-IPO Share Option Scheme containing all the
details as required under Rule 17.02(1)(b) of and paragraph 27 of Appendix 1A to the
Listing Rules will be made available for public inspection in accordance with “Documents
Delivered to the Registrar of Companies and Available for Inspection — Documents
Available For Inspections” in Appendix VI to this prospectus.

Further, the SFC has also granted us a certificate of an exemption pursuant to section 342A(1)

of the Companies Ordinance from strict compliance with the disclosure requirements under paragraph

10(d) of Part I of the Third Schedule to the Companies Ordinance on the following conditions:

(i)

disclosure in this prospectus, on an individual basis, of the full details of all options granted
by the Company under the Pre-IPO Share Option Scheme to the Directors, senior
management, Major Grantees and connected person(s) of the Company, such details to
include all the particulars required under paragraph 10 of Part I of the Third Schedule to

the Companies Ordinance;

60



WAIVERS AND EXEMPTION FROM STRICT COMPLIANCE WITH
THE LISTING RULES AND THE COMPANIES ORDINANCE

(i1) disclosure in this prospectus, the aggregate number of those Other Grantees who are not
Major Grantees, the number of Shares underlying the options granted to them, the exercise
period of each option, the consideration paid for the options, and the exercise price of the

options;

(iii) the full list of the grantees under the Pre-IPO Share Option Scheme containing all the
details as required under paragraph 10 of Part I of the Third Schedule to the Companies
Ordinance will be made available for public inspection in accordance with “Documents
Delivered to the Registrar of Companies and Available for Inspection — Documents

Available For Inspections” in Appendix VI to this prospectus; and

(iv) the particulars of the certificate of exemption granted by the SFC are set out in this

prospectus.

For details of the Pre-IPO Share Option Scheme, see “Appendix V — Statutory and General

Information — E. Pre-IPO Share Option Scheme” in this prospectus.
Our Directors believe that, in considering the above conditions undertaken by our Company, the

granting of waiver by the Stock Exchange and the granting of the certificate of exemption by the SFC

will not prejudice the interest of the investing public.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name

Executive Directors
Bai Xiaojiang ([91MBEYT)

(Chairman)

Tan Leon Li-an (FRFL%)
(Vice-Chairman)

Wang Jisheng (E7H4)

Non-executive Directors

Lin Hung Ming (#K7 £8)
(also known as Lin Hon Min)

Lu Hesheng (FE#G/E)

Huang James Chih-Cheng

Address

Room 208
No. 116 Wanping Road
Shanghai

No. 6 Aly. 16
Ln. 315, Sec 2
Shipai Road
Beitou District
Taipei City 112
Taiwan

No. 308 Lane 800 Gaojing Road
Qingpu District
Shanghai

3F, No. 3, Alley 93
Sung Chiang Road
Taipei
Taiwan

Unit 1502, 15/F

No. 17 Lane 100 Yinxiao Road
Pudong New District

Shanghai

874 Hailey Court
San Marcos, CA 92078
United States
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Chinese

Hong Kong

Chinese

Taiwan passport
holder

Chinese

Canadian
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Name Address Nationality

Independent non-executive
Directors

Chen Qunlin (BEEEM) No. 301, Gate 2, Tower 3 Chinese
Block 33
Taipusi Street
Xicheng District
Beijing

Luo Zhuping (#EHL-F) No. 96, Second Village Chinese
East China Normal University
Putuo District
Shanghai

Ho Man (i) Flat D, 35/F, Block 5 Chinese
The Legend
No. 23 Tai Hang Drive
Wan Chai
Hong Kong

Wu Jianwei (% @ 1#) Flat 5, 3/F, No. 701 Chinese
No. 10 Zhengyi Road
Dongcheng District
Beijing
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OTHER PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Global Coordinator and Citigroup Global Markets Asia Limited
Sole Sponsor 50th Floor, Citibank Tower
Citibank Plaza
3 Garden Road

Central
Hong Kong
Joint Bookrunners and Hong Kong Public Offering
Joint Lead Managers Citigroup Global Markets Asia Limited

50th Floor, Citibank Tower
Citibank Plaza

3 Garden Road

Central

Hong Kong

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street, Central

Hong Kong

CIMB Securities Limited
Units 7706-08 Level 77
International Commerce Centre
1 Austin Road West, Kowloon
Hong Kong

International Offering

Citigroup Global Markets Limited
Citigroup Centre

33 Canada Square

Canary Wharf

London E14 5LB

United Kingdom

UBS AG, Hong Kong Branch

52nd Floor, Two International Finance Centre
8 Finance Street, Central

Hong Kong
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Co-Manager

Legal advisors to our Company

Legal advisors to the underwriters

CIMB Securities Limited
Units 7706-08 Level 77
International Commerce Centre
1 Austin Road West, Kowloon
Hong Kong

First Shanghai Securities Limited
1905 Wing On House

71 Des Voeux Road Central
Hong Kong

As to Hong Kong Law and US Law
Shearman & Sterling

12th Floor, Gloucester Tower

The Landmark

15 Queen’s Road Central

Hong Kong

As to Cayman Islands Law
Appleby

2206-19 Jardine House

1 Connaught Place
Central

Hong Kong

As to PRC Law

Watson & Band Law Offices
26/F, WenXin United Press Tower
755 Weihai Road

Shanghai 200041

PRC

As to Hong Kong Law and US Law
Paul Hastings

21-22/F, Bank of China Tower

1 Garden Road

Central

Hong Kong

As to PRC Law

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road, Chaoyang District
Beijing 100025

PRC
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Auditor and reporting accountant

Property valuers

Receiving bankers

Deloitte Touche Tohmatsu
35/F One Pacific Place
88 Queensway

Hong Kong

Jones Lang LaSalle Corporate Appraisal and
Advisory Limited

6th Floor, Three Pacific Place

1 Queen’s Road East

Hong Kong

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

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

388 Kwun Tong Road

Hong Kong
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CORPORATE INFORMATION

Registered Office Floor 4
Willow House
Cricket Square
P.O. Box 2804
Grand Cayman KY1-1112
Cayman Islands

Headquarters Room 1306
No. 88 Cao Xi Road North
Shanghai
China 200030

Principal place of business 8/F Yue Hing Building
in Hong Kong 103 Hennessy Road
Wan Chai
Hong Kong
Website Address http://www.fsygroup.com (Information on this website

does not form part of this prospectus)

Joint Company Secretaries Mr. Zhao Yu
Ms. Wong Wai Ling

Authorized representatives Bai Xiaojiang
Zhao Yu
Audit Committee Ho Man (Chairman)

Huang James Chih-Cheng
Luo Zhuping

Remuneration Committee Luo Zhuping (Chairman)
Tan Leon Li-an
Chen Qunlin

Nomination Committee Bai Xiaojiang (Chairman)
Luo Zhuping
Chen Qunlin

Compliance Committee Wu Jianwei (Chairman)
Chen Qunlin
Luo Zhuping
Ho Man
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Principal Share Registrar and Appleby Trust (Cayman) Ltd.
Transfer Office Clifton House
75 Fort Street
PO Box 1350

Grand Cayman KY1-1108
Cayman Islands

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

Certain information and statistics set forth in this section and elsewhere in this prospectus
have been derived from various official government sources, market data providers and other
independent third-party sources. In addition, this section contains information, including
estimates, extracted from a report commissioned by us and prepared by Euromonitor, or the
Euromonitor Report, for the purposes of this prospectus. We believe that the sources of the
information in this “Industry Overview” section are appropriate sources for such information, and
we have taken reasonable care in extracting and reproducing such information. We have no reason
to believe that such information is false or misleading or that any fact has been omitted that would
render such information false or misleading in any material respect. However, the information has
not been independently verified by us, the Sole Global Coordinator, the Sole Sponsor, the Joint
Bookrunners and the Joint Lead Managers, any of the Underwriters or any other party involved in
the Global Offering, and no representation is given as to its accuracy or completeness. As such,
investors are cautioned not to place any undue reliance on the information and statistics set forth

in this section and elsewhere in this prospectus.

EUROMONITOR

In connection with the Global Offering, we have engaged Euromonitor International Limited
(“Euromonitor”), an independent third party, to prepare an industry report that studies the overall
death care services industry in the PRC and the death care services industries in certain regions of the
PRC (the “Euromonitor Report”). The Euromonitor Report was prepared based on (i) primary
qualitative and quantitative research, including trade interviews with respondents from different
departments within multiple organizations, such as burial service providers, funeral service providers,
local Ministry of Civil Affairs government offices, as well as trade associations, and (ii) secondary
research, including gathering, refining and confirming information from multiple relevant published
data sources, such as statistics published by government authorities, independent analysts or research
group reports, the Euromonitor passport data system and some relevant companies’ annual reports. In
particular, to the extent possible, the Euromonitor Report has cited data and statistics from its sources,
including official sources such as National Bureau of Statistics and Ministry of Civil Affairs of the
PRC, as well as authoritative reports such as “Green Book — Report on Funeral Development of
China”, which are generally accepted as reliable sources available in the PRC. The total fee we paid
for the Euromonitor Report was US$191,400.

We operate only in localities where traditional ground burial of non-cremated bodies is not
permitted under PRC law, and our business operations only cover the market for cremated remains.
The Regulations on Funeral and Interment Control provide that traditional ground burials of
non-cremated bodies are generally only permitted in rural parts of the PRC, where population density
is low and where local customs favor such practices. The term “burial services” does not cover
traditional ground burial of non-cremated bodies and the Euromonitor Report does not discuss the
market for traditional ground burial of non-cremated bodies. The size of the death care services
industry referred to in this section relates only to death care services provided for cremated bodies.

OVERVIEW OF CHINA’S ECONOMY

Overall Economic Growth Remains Strong

Over the past three decades, China has experienced strong economic growth and surpassed Japan
to become the world’s second largest economy in terms of nominal GDP in the second quarter of 2010.
According to the National Bureau of Statistics, China’s nominal GDP grew from RMB31,404.5 billion
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in 2008 to RMB51,932.2 billion in 2012, representing a CAGR of 13.4%. Although China’s GDP
growth has slowed down since 2011, it is still one of the fastest growing economies in the world, with
a relatively strong real GDP growth of 7.8% in 2012. The chart below sets out the nominal GDP and
real GDP growth in China between 2008 and 2012.

Nominal GDP and Real GDP Growth in China, 2008-2012

10.4%

2008 2009 2010 2011 2012

s Nominal GDP (RMB billion) e Real GDP Growth (%)

Source: National Statistics Bureau

Continued Rapid Urbanization

Driven by the strong economic development and the PRC central government’s drive to improve
living conditions in rural households, urbanization in China has accelerated steadily and is expected
to continue. Based on data released by the National Bureau of Statistics, the urbanization rate in China
has increased from approximately 47.0% in 2008 to 52.6% in 2012. In addition to contributing to the
strong economic growth of China, urbanization has also led to a rise in rural household income,
resulting from an increase in the number of rural residents working in cities, as well as a higher
penetration of city culture and lifestyles in rural areas. The chart below sets out the urbanization rate
in China between 2008 and 2012:

Urban Population and Urbanization Rate in China, 2008-2012

52.6%

51.3%

2008 2009 2010 2011 2012

B Urban Population (million) —e===== Urbanization Rate (%)

Source: National Statistics Bureau
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Increasing Income of Urban and Rural Households

Due to steady economic growth and ongoing urbanization, annual income levels of both the
urban and rural households have grown significantly. According to the National Bureau of Statistics,
annual per capita disposable income increased from RMB15,781.0 in 2008 to RMB24,565.0 in 2012
for urban residents, representing a CAGR of 11.7%, and annual per capita gross income increased from
RMB4,761.0 to RMB7,917.0 over the same period for rural residents, representing a CAGR of 13.6%.
While annual income for rural residents has grown at a faster rate from 2008 to 2012, rural residents
still significantly lag behind urban residents in terms of annual income. The chart below sets out the
annual per capita income and growth rates for urban and rural residents in China between 2008 and
2012:

Annual Income for Urban and Rural Residents in China, 2008-2012

17.9%

15.0% 14.9%
13.5%
14.5%
12.6%
11.3%
24,565.0

820 191090 21.810.0
15,7810 HTEHY - l
2008 2009 2010 2011 2012
Annual Disposable Income - Urban Residents (RMB) mmmm Annual Gross Income - Rural Residents (RMB)
Urban Annual Disposable Income Growth (%) e Rural Annual Gross Income Growth (%)

Source: National Statistics Bureau

China’s continued economic growth provides a favorable market environment for cultivating
domestic consumer demand. Moreover, the combination of increasing urbanization and disposable
income level has resulted in the growth of China’s middle and upper classes, both with a stronger
purchasing power. These fundamental factors have led to growing expenditures on household needs,
including death care related services, and have contributed to the vigorous growth of the PRC death

care services industry.

OVERVIEW OF CHINA’S DEATH CARE SERVICES INDUSTRY

Funeral traditions and customs have been a special and important part of Chinese culture for over
five thousand years. Funeral practices are rooted in culture and are a reflection of the country’s moral
values. Confucianism, which has strongly influenced Chinese culture for thousands of years,
advocates the ethics of filial piety and respect for the elderly, which forms the core of traditional
Chinese funeral traditions and practices. Filial piety is the most valued virtue in the Chinese culture,
being the essence of their traditional values and a basic tenet of their societal morality. Filial piety is
demonstrated through the care and support of the elderly while they are alive, and a proper funeral and

burial when they have passed away. The importance of respect for the elderly preached by
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Confucianism causes the Chinese to perform lavish, elaborate funerals for the deceased, which is
highly valued culturally in China. Although funeral and burial practices in contemporary China have
been greatly simplified, the traditional expectation of a lavish funeral and memorial of the deceased

still resonates deeply with the Chinese.

China has had a wide variety of funeral and burial practices throughout its history including
ground burial, cremation, sky burial, tree burial, burial at sea, and many others. These practices have
changed as people’s perception of death care services has evolved with cultural and economic changes.
After the PRC was founded in 1949, while most funeral traditions continued to be practiced,
cremations have become more widespread. The PRC death care services industry entered a new stage
of development in the 1980’s. While promoting cremation, the government transformed funeral
management agencies into funeral services providers and started to offer people a wider range of
services. This brought about the start of the contemporary and modern death care services industry in
the PRC. Since then, the PRC death care services industry has experienced rapid growth and attracted
the participation of an increasing number of private businesses due to its significant growth potential.
Today, the organized and industrialized PRC death care services industry primarily serve urban
residents and those seeking cremation, whereas the large number of rural residents and others looking
for non-cremation options constitute the non-industrialized death care market.

According to China Funeral Association, China has the largest number of deaths in the world,
totaling 9.7 million in 2012. Meanwhile, the cremation rate in China has remained stable at
approximately 50%. In 2012, a total of 4.6 million of the deceased were cremated. With a growing
number of deaths each year as a result of an aging population, the number of cremations is also on
a steady rise, which is a major driver for the growth of the PRC death care services industry. The death
care services industry in China has grown at a healthy CAGR of 13.1% between 2008 and 2012, and
is projected to grow at an even faster CAGR of 17.0% between 2013 and 2017 due to favorable long
term factors. The chart below sets out the historical and forecasted market value and growth of the
PRC death care services industry.

Death Care Services Industry in China
Historical and Forecasted Market Value and Growth, 2008-2017E

(RMB million)

99,295.7

71,377.4

61,247.2

53,017.0
46,523.6

28,4054

2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 2017E

Source: Euromonitor International
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According to Euromonitor, the PRC death care services industry is considered to be one of the

fastest growing in the world.

Market Segmentation of the PRC Death Care Services Industry

According to Euromonitor, the PRC death care services industry can be largely defined and

categorized into the following segments:

Remains Disposal

Remains disposal refers to the disposal of dead bodies, which includes cremation services.
Cremation services in China are only performed by government entities, with strict controls on

pricing.

Burial Services

Burial services include (i) “ground burial and tomb sales”, which refers to cremated ground
burial related sales, including tomb sales, design and planning of tombs, and production and
installation services of plaques and tombstones, and (ii) “other burial services”, which refers to other
forms of burial services, where cremains are buried under natural gravemarkers, such as fieldstones,
trees and flower beds, or interred into walls in the cemeteries. The burial services segment is open to

the private sector with high involvement from private sector companies.

Funeral Services

Funeral services include (i) “body handling, transfer and make-up”, which refers to the actual
handling, transportation and treatments (including body make-up and dressing) of remains, (ii)
“funeral ceremony”, which refers to the conducting of funeral rites, including other additional services
relating to the ceremonies, and (iii) “mourning hall rental”, which refers to the renting of mourning
halls for the purpose of conducting funeral rites and memorial services. The funeral services segment
is still primarily dominated by government affiliated entities. Participation of private sector

companies in the funeral services segment is still restricted in many provinces.

Other Product Sales and Services
Other product sales and services refer to (i) “funeral services’ product sales”, and (ii) “all other

death care services” provided by legally registered death care service providers that are not included

in above categories and subcategories, such as post-burial memorial services.
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The chart below sets out the historical and forecasted market size of the PRC death care services

industry by segment between 2008 and 2017:

Death Care Services Industry by Segment
Historical and Forecasted Market Value and Growth, 2008-2017E

99,295.7
(RMB million)

83,772.7 224421

71,3774

19,172.> [EHAS

61,247.2 i
16,488.3 [EEEI0
53,017.0
-
46,523.6 14,298.3 [ERI07

41,394.1

2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 2017E
w Burial services ™ Funeral services ®Remains disposal  Other product sales and services

2008-2012 2013E-2017E

Segment CAGR (%) CAGR (%)
Burial Services. . . .. .. 14.0% 17.9%
Funeral services. ... ........ ... .. ... . 12.9% 16.9%
Remains disposal . . ... .. . . 9.3% 11.9%
Other product sales and services . ........................ 12.0% 15.6%
Death Care Services Industry .. ........................ 13.1% 17.0%

Source: Euromonitor International

The burial services segment is the largest and fastest-growing segment in the PRC death care
services industry. It generated RMB26.2 billion in revenues, representing 56.2% of the total market
in 2012, and represented a CAGR of 14.0% for the period between 2008 and 2012. According to
Euromonitor, burial services will continue to be the fastest-growing segment over the next five years,
with a projected CAGR of 17.9% from 2013 to 2017, and is expected to expand to account for 58.7%
of the PRC death care services industry by 2017. The funeral services segment, which is the second
fastest growing segment, generated RMB6.9 billion in revenue in 2012, with a CAGR of 12.9% from
2008 to 2012, and accounted for 14.9% of the total market in 2012. Remains disposal and other
product sales and services constituted 4.8% and 24.1% of the market in 2012, respectively, with a
CAGR of 9.3% and 12.0% from 2008 to 2012, respectively.
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KEY DRIVERS OF THE PRC DEATH CARE SERVICES INDUSTRY

A Growing and Aging Population

With the largest population in the world and a growing base of elderly people, the PRC death care
services industry has significant market potential and demand for burial and funeral services, which

are anticipated to grow in China in the coming years.

According to Euromonitor, China has the largest population of elderly people and is expected to
experience faster aging population growth in the forecasted period. The proportion of the population
of China that is aged 65 years and above has been growing steadily and grew at a rate of 5.2% in 2012.
Further, population aging is expected to continue and accelerate over the next five years. According
to Euromonitor, the proportion of population aged 65 years and above is expected to increase from
11.1% in 2012 to 14.4% in 2017. The increase in the elderly population and subsequent deaths in the
PRC provide positive market conditions for the death care services industry, which has enormous
potential for faster growth. The chart below sets out the historical and forecasted population
breakdown in China by age bracket between 2008 and 2017:

Population Breakdown by Age Brackets, 2008-2017E

2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 2017E

= Population Aged 0-14 ™ Population Aged 15-64 ™ Population Aged 65+

Source: Euromonitor International
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Large Number of Deaths and Cremations

Because of the aging population, death rates have also shown an upward trend from 2008 to
2012, rising from 7.1%o in 2008 to 7.2%0¢ in 2012. Moreover, according to China Funeral Association,
China has the largest number of deaths in the world and thus has the largest potential consumer base
for death care services. The number of deaths reached 9.7 million in 2012 and is expected to grow to
10.4 million in 2017. The chart below sets out the historical number of deaths and death rates in China
between 2008 and 2012:

Number of Deaths and Death Rates in China, 2008-2012

9,737.6

2008 2009 2010 2011 2012
s Deaths ('000) e Death Rate (%0)

Source: Euromonitor International

Most people living in urban areas in the PRC adopt cremation and China’s cremation rate has
been relatively steady over the past five years. With a stable cremation rate and a growing number of
deaths each year in China, the number of cremations is expected to continue on a rising trend. The
number of cremations rose from 4.5 million in 2008 to 4.6 million in 2012, with a cremation rate of
47.7% in 2012.

Upgraded Spending and Increasing Demand for Premium Services

Consumer demand for death care services have also diversified and become more personalized
as people have gained a deeper understanding of the industry. To cater to the shifting consumer
demands, death care service providers have introduced many new services to their offerings in recent

years.

Over the last five years, funeral services have gradually moved from traditional basic services
to new and innovative services, such as personalized arrangements for the mourning ceremony,
utilizing a master of ceremonies and photographer for the ceremony, entertainment during the wake,
and special decorations for the mourning hall. Such services have become important to an increasing
number of consumers. Diversified and service-oriented funeral services have underscored the

development of the industry and the improvement of service quality.
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Most Chinese families remain under the influence of traditional Confucian thoughts concerning
filial piety and respect for the elderly. With a constant rise in income levels, there are greater
expectations for an elaborate funeral. This has translated into increased spending on death care
services, in particular demand for premium services. The chart below sets out the historical average

spending per cremation in China between 2008 and 2012:

Average Spending per Cremation in China, 2008-2012

17.4%

2008 2009 2010 2011 2012

s Average Spending per Cremation (RMB) e Growth (%)

Source: Euromonitor International. Average spending per cremation based on death care services industry size divided by

number of cremations in China.

Private Death Care Services Providers Leading the Transformation of the Sector

Although the PRC death care services industry is still not a fully open market, private sector
companies have emerged over the last two decades to operate cemeteries, funeral facilities and to offer
a full-range of funeral services. These private death care services providers bring competition into the
industry and drive state-run institutions to improve the quality of their services and help the
development of the overall industry. Private death care services providers are typically better managed
and are the frontrunners in innovation, offering well designed and landscaped cemeteries, as well as

improving the overall service quality in the industry.

Given that prices for basic services are generally more standardized and stable, the offering of
optional services has become a new revenue source for private sector companies. Consumers also have
higher requirements for upscale and differentiated services, which have led to the birth of many
related industries, such as urn making, funeral product manufacturing and funeral oriented florists.
Many private companies are targeting these areas as new opportunities, creating a long and complete
value chain, which results in more business opportunities within the death care services industry as

a whole.
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Natural, Ecological Burial Methods Drive New Growth

As consumers gain a better understanding of new burial methods, coupled with a general global
shift in attitude towards being more environmentally friendly, there may be an increase in the
popularity and acceptance of green and ecological burial practices. Moreover, in light of the finite
supply of land for burial use, the government has and will continue to employ measures, such as
providing subsidies for green burials, to encourage eco-friendly burials. With such business
opportunities for eco-friendly burial services, cemeteries will launch eco-friendly burial services that
are more personalized and more acceptable. The factors of government support and changing social
mind-set will jointly drive the development of eco-friendly burials, which has huge potential for
growth and is not constrained by the availability of land. Green, natural burial services have already

grown in popularity in first-tier cities and certain second-tier cities in the PRC.

MARKET ENTRY BARRIERS

High Regulatory Barriers

The PRC death care services industry remains a highly regulated industry. The provision of
funeral services is still primarily dominated by government affiliated entities, and while the cemetery
business has been commercialized, there are many government-imposed restrictions and rules that set
entry barriers. The approval and incorporation process is much more complicated for a private sector
company attempting to enter the death care services industry than for a government-affiliated entity.
Although the overall trend is for the PRC death care services industry to be deregulated and become
more open, in the short term, it is still under the government’s tight control, which will remain as a

barrier to entry.

Limited Land Supply for Cemeteries

According to Euromonitor, the supply of land for use by cemeteries has been under tight control,
as any application for such land use has to go through a series of approval processes from various
government authorities. Limited supply of land and growing demand for ground burial sites have
underscored recent hikes in tomb prices, which is expected to continue. Furthermore, due to factors
such as limited land resources and the scarcity of land allocated to cemeteries, it is difficult for new
players to enter the cemetery business, let alone obtain large areas of land in prime locations in

first-tier and second-tier cities, particularly in established regions such as Shanghai.

Lack of Human Capital

For a long time, death care services industry employees have lived with social stigma due to the
influence of thousands of years of feudal thinking. As a result, new death care employees are less
educated and are often relatives or family members of those who are already in the industry. The
industry generally lacks experienced professionals and well-educated workers, which had oftentimes
led to delivery of unsatisfactory services. New entrants to the market will find it challenging to find

employees who are both qualified and willing to take on positions in this industry.
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Need for Established Sales Channels and Brand Recognition

Customers are more inclined to approach death care services providers that are known by people
around them. Although some death care services providers carry out publicity on the internet, most
customers are acquired through recommendations from people they know or through hospital
recommendations. New entrants will face challenges as they try to build up their brand recognition and
gain consumer awareness. In more mature regions, this will pose as an even bigger obstacle given the
fierce competition and presence of well-established and recognized companies that have been in
operation for years. The more discerning consumers with greater demands are also more likely to

patronize well-known death care services providers as opposed to newly established ones.

COMPETITION IN THE PRC DEATH CARE SERVICES INDUSTRY

Private Sector Companies vs. State-Owned Companies

State-owned companies in the death care services industry predominantly occupy a substantial
part of the market share. State-owned entities are mostly regional and typically offer only traditional
and basic services, such as the transfer of the remains, ceremony arrangements, refrigeration of the
remains, cremation, sales of urns, wreaths and other related products, and sale of burial lots. They are
under the control of civil affairs agencies and tend to provide welfare services to meet the demand of

low income families.

Unlike their state-owned counterparties, private sector companies have made strides in
diversifying their services. As a result of offering more personalized and higher quality services, the
price range of services offered by private death care service providers is generally wider than that of
state-owned companies. The emergence of private sector companies in the industry has brought a large

number of changes to the industry with regard to business models and management systems.

Highly Fragmented Death Care Services Industry

The death care services industry in China is highly fragmented on a nationwide scale with the
vast majority of services providers being relatively small in size and having very limited brand
recognition. The industry is likely to experience continuous fragmentation due to the increasing
number of death care services providers in the market as the industry is still believed to be at its
infancy. Unlike other industries, death care is mostly a regional business, as the majority of death care
services providers tend to serve only local consumers. The combined market share of the top five
players in 2012 only accounted for 3.1% of the death care services industry. According to
Euromonitor, as of the end of 2012, our Company was one of the only few companies that operated
in more than one location in the PRC.
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Top 5 Death Care Services Providers in China, 2010-2012

Market Share

Ranking Company Name 2010 2011 2012
1 Fu Shou Yuan 1.0% 1.0% 1.0%
2 Guangzhou Funeral Parlor 0.7% 0.7% 0.7%
3 Shanghai Longhua Funeral Parlor 0.6% 0.6% 0.6%
4 Shanghai Songheyuan Cemetery 0.4% 0.4% 0.5%
5 Shanghai Haiwan Qinyuan Co Ltd 0.4% 0.4% 0.4%
Others 96.9% 96.9% 96.8%
Total 100.0% 100.0% 100.0 %

Source: Euromonitor. Market share calculated based on revenue of each company divided by total death care services industry

size in China.

According to Euromonitor, our Company was the largest death care services provider in China
in terms of revenue from 2010 to 2012, and is generally the only recognized nationwide death care

services company with national brand awareness among industry members.

KEY SEGMENTS OF THE PRC DEATH CARE SERVICES INDUSTRY
Burial Services

Overview

The burial services segment is the largest segment within the PRC death care services industry
accounting for 56.2% market share in 2012 and is the key growth driver for the entire industry.
Between 2008 to 2012, the burial services segment grew at a CAGR of 14.0% and reached RMB 26.2
billion in market size in 2012. Over the next five years, burial services is expected to grow at an even
stronger CAGR of 17.9% and to account for 58.7% of the industry by 2017, due to consistent demand

for traditional ground burial and tombs and the proliferation of other burial types.

Ground burial and tomb sales is the single largest component of the burial services segment,
which accounted for 96.3% of the market size of this segment in 2012. Given the large number of
deaths each year, demand for traditional ground burial tombs in large and mid-sized cities has far
exceeded supply. As a result of the shortage of land resources and restrictions from burial land
policies, tomb prices have been on the rise in recent years. Over the past five years, ground burial and
tomb sales grew at a CAGR of 14.1% to reach RMB25.2 billion in 2012. Ground burial and tomb sales
is expected to grow at a CAGR of 18.0% over the next five years and reach RMB56.3 billion in 2017.
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The other component is “other burial”, which refers to any other form of burial aside from
ground burial, of which green and eco-friendly burials dominate. While ground burials have continued
to be the mainstream option, other form of burials have gained momentum in recent years after the
government actively promoted the use of green and eco-friendly burial methods for land conservation
purposes. This component has grown at an annual rate of 11.3% in the last five years, although it is
still a marginal market segment that accounted for only 3.7% of sales in 2012. Green and eco-friendly
burial options are increasing in popularity and the public’s acceptance of alternative burial types is
increasing. Hence, the “other burial” component is predicted to maintain a significantly higher CAGR
of 16.5% over the next five-year period and generate RMB2.1 billion in sales in 2017.

Burial Services
Historical and Forecasted Market Value and Growth by Subcategory, 2008-2017E
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Ground Burial and Tomb Sales (RMB million) Other Burial (RMB million)
2008-2012 2013E-2017E
Segment CAGR (%) CAGR (%)
Ground burial and tomb sales . .......................... 14.1% 18.0%
Other burial . . .. ... ... . . 11.3% 16.5%
Burial Services . ..... ... ... ... ... 14.0% 17.9%

Source: Euromonitor International

Competition

The burial services segment is the largest segment in the death care services industry and is open
to private sector companies. Cemeteries in China are classified into two groups, namely (i) public
welfare or not-for-profit cemeteries and (ii) for-profit cemeteries. In recent years, the number of
approvals for construction of for-profit cemeteries has decreased as local authorities in many regions
started promoting alternative burial options to conserve land resources. This has therefore raised the
entry barrier for newcomers which has resulted in less competition for the already established
cemeteries. The market remains highly fragmented and competition remains localized. According to
Euromonitor, the top five players accounted for a combined 3.9% of market share in 2012, with our
Company being the largest death care services provider in the burial services segment in terms of

revenuce.
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Top 5 Burial Services Providers in China, 2010-2012

Market Share

Ranking Company Name 2010 2011 2012
1 Fu Shou Yuan 1.5% 1.5% 1.5%
2 Shanghai Songheyuan Cemetery 0.7% 0.7% 0.8%
3 Shanghai Haiwan Qinyuan Co Ltd 0.7% 0.7% 0.7%
4 West Shanghai (Group) Co Ltd 0.5% 0.5% 0.5%
5 Shanghai Zhizunyuan Industrial Development

Co Ltd 0.5% 0.5% 0.5%

Others 96.1% 96.1% 96.0%

Total 100.0% 100.0% 100.0

Source: Euromonitor International. Market share calculated based on revenue of each company divided by total burial service

market size in China.
Funeral Services

Overview

Revenue from funeral services grew at a CAGR of 12.9% since 2008 to reach RMB6.9 billion
in 2012, accounting for 14.9% of China’s death care services industry. Over the next five years,

funeral services is expected to continue its strong growth momentum at a CAGR of 16.9%.

Funeral ceremony is the largest and fastest growing subcategory under funeral services, growing
at a CAGR of 15.4% over the last 5 years to reach RMB3.2 billion in sales in 2012, which accounted

for 46.8% of the market value of the funeral services segment.

The body handling, transfer and make-up, and mourning hall rental are the other two
subcategories under funeral services segment, representing 26.4% and 26.9% of the total market value
of the funeral service segment in 2012, respectively. These are generally considered basic, essential
items of a modern funeral and the prices of these services are relatively stable, thereby contributing

to a lower growth rate compared to the funeral ceremony subcategory.
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Funeral Services
Historical and Forecasted Market Value and Growth by Subcategory, 2008-2017E

14,763.9

12,506.5

3.330.8
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= Funeral Ceremony (RMB million) = Mourning Hall Rental (RMB Million)
= Body Handling, Transfer and Make-up (RMB million)

2008-2012 2013E-2017E
Segment CAGR (%) CAGR (%)
Funeral ceremony. . . ... ... ... .. e 15.4% 19.2%
Mourning hall rental .. ....... ... .. ... .. .. . 12.4% 15.8%
Body handling, transfer and make-up...................... 9.5% 13.4%
Funeral Services. . .. ......... ... . ... . ... ... 12.9% 16.9%

Source: Euromonitor International
Competition

During the 2010-2012 period, four of the top five funeral services providers were regional
state-run funeral parlors, reflecting the dominance of state-owned companies in the PRC funeral
services market. The only funeral services provider from the private sector making it into the top five

was our Company.

Top 5 Funeral Services Providers in China, 2010-2012

Market Share

Ranking Company Name 2010 2011 2012
1 Guangzhou Funeral Parlor 4.4% 4.4% 4.5%
2 Shanghai Longhua Funeral Parlor 3.8% 3.9% 4.0%
3 Shanghai Baoxing Funeral Parlor 1.6% 1.6% 1.6%
4 Fu Shou Yuan 1.3% 1.3% 1.3%
5 Shanghai Yishan Funeral Parlor 1.1% 1.1% 1.1%
Others 87.8% 87.7% 87.5%
Total 100.0% 100.0% 100.0%

Source: Euromonitor International. Market share calculated based on revenue of each company divided by total funeral services

market size in China.
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Competition in Chongqing

Chongqing is one of the most developed regional markets within the funeral services segment,
with a market size of RMB260 million in 2012, according to Euromonitor. The region is characterized
by the local tradition of keeping a three-day wake, which leads to a higher demand for farewell
ceremony services and mourning hall rentals than in other parts of China. Given that local state-owned
funeral service providers have generally been unable to satisfy the increasing demands of customers,
there has been an increasing number of private companies entering the region to fill the supply gap.
According to Euromonitor, our Company is the largest funeral services provider in Chongqing with a
market share of 16.5% in 2012. Our Company’s relatively higher quality of services and modern ideas
have helped transform local customers’ notions of funerals. In the future, more customers in the region
are expected to shift away from traditional funeral service towards more personalized services,
promoting the growth of the premium segment. The municipal government of Chongqing aims to
further open the market to introduce more private companies into the industry, increasing the
competition, fostering a regulated marketplace and improving the quality of services. The below chart

sets out our Company’s funeral services industry market share in Chongqing:

Fu Shou Yuan — Market Share in Chongqing, 2012

Funeral Services Segment

Fu Shou
Yuan
16.5%

Others
83.5%

Source: Euromonitor International. Market share calculated based on company’s revenue of respective segment divided by the

total respective segment market size.
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Competition in Anhui

Currently, funeral services providers in Anhui are mainly operated by government-affiliated
entities. The funeral services industry in Anhui is still in a relatively early stage of commercialization.
The majority of funeral services providers in Anhui remains small-scale and only operates in its
locality. As urbanization accelerates and income levels rise in Anhui, an increase in demand for more
comprehensive funeral services is expected, which will require large-scale companies with capacity
for industry integration. Hefei, as the capital city of Anhui, shares a similar competitive landscape.
According to Euromonitor, our Company is the largest funeral services provider in Hefei and also a
leading player in Anhui with a market share of 3.7% in 2012, and is positioned to lead industry
standards in the region. The below chart sets out our Company’s funeral services industry market share

in Anhui province:

Fu Shou Yuan — Market Share in Anhui, 2012

Funeral Services Segment

Fu Shou
Yuan
3.7%

Others
96.3%

Source: Euromonitor International. Market share calculated based on company’s revenue of respective segment divided by the

total respective segment market size.
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OVERVIEW OF SHANGHATI’S DEATH CARE SERVICES INDUSTRY

The first modern cemetery in Shanghai was constructed in 1844, which marked the beginning of
Shanghai’s organized death care services industry. Shanghai is the frontrunner in the PRC death care
services industry due to its economic prowess, geographical location and cultural openness. The
regional death care services industry in Shanghai is one of largest and most important in China. The
death care services industry in Shanghai accounted for 10.4% of the PRC death care industry, in value
terms, in 2012.

Prices of funeral products and services in Shanghai are relatively transparent and funeral services
offered tend to be of high quality and of a diverse range. Some sophisticated death care services
providers offer personalized or customized services such as venue arrangements and headstone design.
There were 15 funeral parlors/facilities (including crematoriums), 44 for-profit cemeteries, ten
columbariums, and one company specializing in ash-scattering-at-sea services in Shanghai at the end
of 2012. There were 11 state-level funeral parlors/facilities and 11 state-level cemeteries in Shanghai
at the end of 2012. Leading funeral parlors/facilities and cemeteries in Shanghai excel both in size and

quality of services.

The nominal GDP in Shanghai grew by a CAGR of 9.3% from 2008 to 2012 and reached RMB2
trillion at the end of 2012. Although GDP growth in Shanghai was slower than some other regions in
China, the size of its GDP was among the top. The population of its registered residents also increased
over the last few years to reach 14.3 million at the end of 2012. The proportion of population aged
60 and above in Shanghai has been increasing, representing 25.7% of its population of registered
residents in 2012. Shanghai is the most urbanized city in China, with an urbanization rate of 89.8%

as of the end of 2012, and its cremation rates have remained 100% for the past five years.

Urban Population and Urbanization Rate in Shanghai, 2008-2012

87.5% 88.3% 88.9% 89.3% 89.8%

2008 2009 2010 2011 2012

s Urban Population ('000) e [rbanization Rate (%)

Source: Euromonitor International
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Number of Cremations and Cremation Rates in Shanghai, 2008-2012

100.0% 100.0% 100.0% 100.0% 100.0%

2008 2009 2010 2011 2012

s Number of Cremation e Cremation Rate

Source: Euromonitor International

Due to the factors described above, the regional death care services industry in Shanghai has
been growing steadily and has expanded from 2008 to 2012 at a CAGR of 22.1%, considerably higher
than the overall industry CAGR of 13.1% across China. The regional market in Shanghai was worth
RMB4,818.5 million in 2012, representing 10.4% of the PRC death care services industry. The burial
services segment was the largest segment accounting for 67.7% of the total regional market in 2012.
It was also the fastest growing segment, with a CAGR of 26.6% from 2008 to 2012.

The large number of local deaths, scarce land reserves, and the limited grave supply underscored
the rapid growth of burial services prices in Shanghai. With a robust economy, increasing disposable
income, continued aging of population and scarcity of cemetery land in Shanghai, the death care

services industry in Shanghai is projected to continue its strong growth momentum.

Death Care Services Industry in Shanghai
Historical and Forecasted Market Value and Growth, 2008-2017E

(RMB million)
11,587.2

9,845.2 1,770.7

83594 15339

7,032.8 1,334.0
5,876.7 1,160.9

4,818.5 1,009.6

3,879.3 879.0

2.609.6 3,087.1 755.0
i 673.9
2,169.2

510.5 3738

2008 2009 2010 2011 2012 2013E 2014E 2015E 2016E 2017E

= Burial services ~ ® Funeral services @ Remains disposal Other product sales and services

Source: Euromonitor International
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2008-2012 2013E-2017E

Segment CAGR (%) CAGR (%)
Burial services. . . ... .. 26.6% 19.2%
Funeral services. . .. ... . 15.2% 19.8%
Remains disposal . . ... .. . . 13.3% 14.4%
Other product sales and services . ........................ 14.6% 15.1%
Death care services in Shanghai .. ...................... 22.1% 18.5%

The death care services industry in Shanghai is very competitive with high barriers to entry.
Existing players are very established and have operated for many years. Also the land designated for
cemetery use in Shanghai is scarce. These factors make it very difficult for new players to enter the
Shanghai market. Moreover, Shanghai’s death care services industry has seen trends of
premiumization and brand building, creating additional new barriers for new entrants to the business.
According to Euromonitor, our Company is the largest player in the Shanghai death care services

industry. The below chart sets out our Company’s market share in Shanghai in different segments:

Fu Shou Yuan — Market Share in Shanghai, 2012

Overall Death Care Services Industry Burial Services
Fu Shou Fu Shou

Yuan Yuan

5.9% 8.6%

Source: Euromonitor International. Market share calculated based on company’s revenue of respective segment divided by the

total respective segment market size.
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REGULATIONS OF THE PRC DEATH CARE SERVICES INDUSTRY
Funeral Industry Related Laws

PRC Regulations on the Administration of the Death Care Services Industry (FEZEEEIFH])

The PRC Regulations on the Administration of the Death Care Services Industry (the
“Administration Regulations”) came into effect on July 21, 1997 after promulgation by the PRC
State Council. On November 9, 2012, amendments were issued that stated the following:

The MCA under the State Council is responsible for funeral and burial administration in the PRC.
The Civil Affairs Bureau of the local governments at or above the county level are responsible for

funeral and burial administration in their respective jurisdictions.

° The construction of funeral parlors and crematoriums is to be proposed by the local Civil
Affairs Bureau at the county level, and is subject to the approval of the local Civil Affairs
Bureau at the same level.

° The construction of cemeteries is to be approved and agreed upon by the local Civil Affairs
Bureau at the county level, and is subject to the approval of its counterparts at the

administrative level of provinces, autonomous regions and municipalities.

No institution or individual may establish any funeral and burial facility without prior approval
from the designated authorities.

Where funeral and burial facilities are constructed without approval, the Department of Civil
Affairs shall, in conjunction with the departments of construction administration and land
administration, ban the same, order the restoration of the site to its original condition, confiscate

illegal gains, and may concurrently impose a fine of between 100% and 300% of the illegal gains.

Funeral services institutions shall strengthen the administration of funeral service facilities,

renew and transform outmoded cremation equipment and prevent environmental pollution’.

Staff providing death care services are required to conform to operational procedures and
professional ethics, and may not avail themselves of any monetary or material benefits that may
become available to them during the course of their services. Failure to comply with this regulation

may result in the forfeiture of any improper benefits and criminal liability.

See Article 12 of the Administration Regulations.
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PRC Local Funeral Management Measures

(i) Measures for Funeral Management of Hefei City, effective from June 15, 2002

The Measures impose the regulations on purchase sales of cemeteries to Specified Living
Purchasers and on the size and period of use of graves, respectively as follows:

To purchase a tomb one must provide a Cremation Certificate issued by a funeral parlor. The sale
of tombs built prior to death is prohibited except for tombs reserved for the spouse of a deceased.
Caves (grids) are not transferable. Illegal cave (grid) trading is prohibited.

A single tomb should cover an area of less than 0.7 square meters, while a double tomb shall
cover less than 1 sq.m.

The term of use of a commercial cemetery ash tomb, ash hall (pagodas, walls) and cave (grid)
shall not exceed 20 years. If use is required to be renewed after expiration of this period, relevant
renewal formalities and fees must be completed prior to renewal in compliance with applicable rules.

If a party sells caves (grids) without a Cremation Certificate, thereby violating the above
provisions, the civil affairs department shall order rectification and shall impose a fine of between
RMB10,000 and RMB30,000. Where a tomb covers a land area larger than the maximum area specified
herein, the civil affairs department shall order rectification, confiscate illegal income and impose a
fine of one to three times of the amount of illegal income.

(ii) Measures for Funeral Management in Henan Province, effective from December 1, 1999,
and amended on November 26, 2004

The Measures stipulate that the land area occupied by a cemetery shall be restricted. A single
tomb or double tomb for ashes shall cover an area of less than 1 square meter, while a single tomb
for remains shall cover less than 4 sq.m. and up to 6 sq.m. for a double tomb in which corpses are
buried.

A cemetery shall not collect tomb management fees in lump sum for a service term of more than
20 years, and such fees shall be used only for the management, maintenance and landscaping of the
cemetery.

(iii) Measures for Funeral Management in Jinan City, effective from September 21, 1999, and
amended on February 20, 2006

The Measures provide that to purchase cremation plots or ash halls, the purchaser must provide
a cremation certificate and sign a purchase contract. The purchaser shall only store ashes in cremation
plots and ash halls within their assigned plots and shall not change positions or patterns, or otherwise
expand the base of, or add other features to cremation plots and ash pagodas. Graves, cremation plots
and ash halls are not transferable. Any violation will be subject to a fine of between RMB200 and
RMB1,000.
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A single-tomb shall cover an area of less than one square meter, while a double tomb shall cover
less than 1.2 sq.m.. The height of a gravestone shall not exceed 0.8 meters. The tombs of minorities
should cover an area less than 4 sq.m. and the tomb height should be less than 1 meter. Any violation
will be subject to a fine of between RMB1,000 and RMB10,000.

Regulations on Death Care Services for Foreign Investments

Under the 2002 Foreign Investment Guidance Provisions ({F§EAMEEE T MIBIE))
promulgated by the State Council and the 2011 Directory of Foreign-Invested Industries
(CHPrg & E 288 H #%)) promulgated by the MOFCOM and National Development and Reform
Commission, foreign investment in death care services is allowed and the death care services industry

is not a restricted or prohibited category of business.

Based on the Administration Regulations, the construction of funeral and burial facilities with
foreign investment is subject to the examination, verification and consent of the Civil Affairs Bureau
of the local government in the relevant provinces, autonomous regions and municipalities, and then

examination and approval by the State Council’s MCA.

However, as stipulated by the Directive of the State Council on the Revocation and Delegation
of the Administrative Levels for Examination and Approval <A %5 T Sb S AT BUE 3L AT B
HEIEH A9 o ) (B185[2010]215%) (issued on July 4, 2010) (the “Directive”) and the Circular of the
General Office of the Ministry of Civil Affairs on Issues Concerning the Regulation of Examination
and Approval Authority Over the Construction of Foreign-Invested Burial Facilities € EUHHEA BE
I T 3 R 471 S 7 S B B it 4T AR PR P RE A ) (issued on September 6, 2010) (the
“Circular”), since July 4, 2010, the examination and approval authority for the construction of
foreign-invested funeral and burial facilities has been delegated by the national authorities to the local
level, the same level of approval required in Article 8(1) of the Administration Regulations for

approval of a domestic invested funeral and burial facility.

As such, the Administration Regulations, the Directive and the Circular are inconsistent with
respect to the appropriate approval authority for foreign investment in this industry. As set out in a
written confirmation issued by the MCA dated October 22, 2013, pursuant to the Directive, since July
4, 2010, the approval authority for the construction of foreign-invested funeral and burial facilities
shall be the same as that required in Article 8(1) of the Administration Regulations, and therefore,
foreign-invested funeral and burial facilities shall be subject to the approval of the Civil Affairs
Bureau of the local government in the relevant provinces, autonomous regions and municipalities. As
advised by our PRC legal advisors, the MCA is a competent authority to issue such confirmation, since
it is responsible for drafting the administrative policies on funeral and cemetery related issues and
giving guidance to funeral service entities. Our PRC legal advisors are of the opinion that, based on
the written confirmation issued by the MCA, the Directive and the Circular will prevail over the
Administration Regulations so that foreign investment in the death care services industry requires
approval at the local level rather than at the state level. Our PRC legal advisors also confirmed that
the Social Affairs Department of the MCA, an authority administered by the MCA, is a competent

authority to provide confirmation in this respect.
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Cemetery Regulations

Provisional Measures on Cemetery Administration (Ministry of Civil Affairs No.(1992) 24) effective
Jrom August 25, 1992

Under these measures, cemeteries are classified into cemeteries for public welfare and
commercial cemeteries. Public welfare cemeteries provide burial places for rural communities.
Commercial cemeteries provide burial places for urban communities. Construction of cemeteries may
take place on barren hills and wasteland, but not occupy arable land, scenic areas or near reservoirs,

lakes, rivers, roadsides or railway embankments.

Cemetery land is owned by the state or national collectives and such land cannot be transferred

or purchased without authorization of the relevant government authority.

The cemetery enterprises must establish cemetery management agencies or employ full-time
management personnel to take charge of the construction, management and maintenance of the

cemetery according to the size of the cemetery.

Management fees charged by a commercial cemetery should cover no more than 20 years of

service.

A public cemetery may not, without approval from the relevant government authority, engage in

funeral business.

Commercial cemeteries may charge, grave rental fees, construction material fees, burial fees and

grave protection and management fees.

Regulations of the Shanghai Municipality on Administration of Cemeteries

Shanghai Municipal Government issued the Regulations on Administration of Cemeteries to

reinforce the administration of cemetery.

The cemetery operator must then present the certificate to the local Administration of Industry
and Commerce and apply for a business license. Death Care Services Certificates must be renewed
yearly upon annual examination by the local Civil Affairs Bureau. No entity may engage in any

cemetery related business without a valid Death Care Services Certificate.

Notice on Sales of Grave Plots by Commercial Cemeteries to Specified Living Purchasers (issued
by the Shanghai Municipal Civil Affairs Bureau)

Sales of grave plots by commercial cemeteries are confined to the following categories of
purchasers: (i) living spouses of the deceased; (ii) elderlies without dependants; (iii) the terminally ill;
(iv) parents requesting co-burial with unmarried children; (v) overseas residents, and residents of

Hong Kong, Macao or Taiwan; and (vi) those over the age of 80.
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Pre-need purchase of burial plots in other provinces that the Group operates in

Hefei allows the pre-need purchase of burial plots by living spouses of the deceased. In provinces
where there is no specific regulation, a guidance issued by the MCA in 2009 required that pre-need
purchases should be made subject to pre-conditions. The conditions are that customers (i) must fulfill
a minimum prescribed age, depending on locality; (ii) must be terminally ill; and (iii) who require
pre-need death care services to be buried next to a deceased spouse.

Regulations of Chongqing Municipality on the Administration of the Death Care Services Industry
effective from September 1, 1998

The size of cemeteries and grave areas as well as the period of use of graves is strictly limited.
The size of a single grave pit for ashes must not exceed 1 sq.m., the size of a single grave pit for
remains must not exceed 4 sq.m.; and the size of a double grave pit for remains must not exceed 6
sq.m.

The period of use of a grave must not exceed 20 years and must be renewed thereafter.
Price Controls

According to the PRC Price Law that came into force on May 1, 1998, prices for goods and
services are divided into three categories:

° Market pricing — pricing determined by market forces;

° Guided pricing — pricing determined by the company and approved by the local pricing
authorities; and

° Fixed pricing — pricing determined by the government without company input.

The PRC Government has the power to enforce guided and fixed pricing when it considers it
socially beneficial.

On March 22, 2012, the National Development and Reform Commission (“NDRC”) and the
MCA together issued the Directive Opinions on Further Strengthening the Management of Funeral and
Burial Service Pricing Regulations (FaGai Pricing [2012]673) B R RO - REBGE B i — T

o B 2 R T U A B B R R 5 L (B B M5 (20121673 %%), which further ascertained the
pricing policy for death care services as follows:

Reasonably differentiate the nature of the services offered

Death care services shall be classified into two types: basic services and derivative services
(optional services). Basic services cover transportation of remains (including carriage and
disinfection), storage of remains (including refrigeration), cremation and deposit of remains, and
related services. Local authorities shall reasonably ascertain the scope of basic services, depending on
local circumstances, to ensure satisfaction of the basic needs of local people.
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Provided that a sufficient supply of basic services is available to satisfy the needs of the general
public in terms of size and quality, funeral and burial units may develop derivative services.
Derivative services refer to special services selected by customers other than basic services. These
services may include embalming and preservation, rental of condolence areas and equipment, and

related services.

Strengthen pricing regulation of death care services

Pricing of basic services shall apply fixed pricing, which shall be standardized and determined
by the local pricing administration and other relevant authorities. Pricing shall be based strictly on
cost monitoring, review and investigation, and the nonprofit principle. Fixed pricing shall take into

consideration local financial subsidies and may be adjusted from time to time.

Pricing of the derivative services that are closely related to basic services shall apply guided
pricing, which can be included in the local pricing schedule and set at the local level depending on
local market conditions.

Strengthen the guidance of goods used in funerals

Pricing of goods used in funerals such as cinerary casket, grave clothing, wreaths and related
items shall apply guided pricing. Such pricing may be included in the local pricing schedule and
delegated to the local government, depending on local market conditions.

Standardize cemetery pricing

Pricing for non-profit cemeteries for public welfare shall apply fixed pricing, which shall be
standardized and determined by the local pricing administration together with other relevant
authorities. Such pricing shall be based strictly on cost monitoring, review and investigation, the

non-profit principle and the principle of universal affordability.

Pricing for other cemeteries shall apply market pricing set by business operators subject to
strengthened guidance and regulations. However, pricing intervention and regulation by the

government shall be conducted as the law permits if necessary to curb unreasonable pricing.

Pricing for cemetery maintenance and management shall apply fixed pricing. If the terms of the
contract for use of a burial plot expires and a renewal is applied for, the cemetery operation units shall
charge cemetery maintenance and management fees, which shall be included in the local pricing
schedule applying guided pricing in cooperation with the local pricing administration. The pricing
thereof shall be ascertained by calculation of actual costs and reasonable profits incurred for

maintaining and managing cemeteries at the local level.
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According to the PRC Price Law, if operators do not apply government-guided pricing or
government-fixed pricing when required, any illegal gains will be confiscated and a penalty of up to
500% of the illegal gains will be imposed. A fine may be imposed even if there is no illegal gain. In
case of a serious breach of the PRC Price Law, the relevant authorities shall suspend the business

pending remedy?.
Environmental Protection and Hygiene Standards

Regulations on the Environmental Protection of Construction Projects (ZEiRE H R IERE EEIF
#1)

According to the Administration Regulations, construction of funeral-related facilities, which
mainly refers to crematoria, shall comply with the requirements specified in the Administrative
Regulations on the Environmental Protection of Construction Projects promulgated by the State
Council on November 29, 1998.

These requirements include the requirement that environmental impact assessments be conducted
to evaluate the impact of construction on the environment, as well as the requirement that
environmental protection facilities be constructed, installed and operated at the same time that

funeral-related facilities are being constructed.

Notice on Architectural Standards for the Construction and Design of Funeral Parlors (JB1E8EZE
HERFAE)

On October 28, 1999, the Ministry of Construction and the MCA jointly promulgated the Notice
on Architectural Standards for the Construction and Design of Funeral Parlors (the “Notice”). The
Notice serves as the industry standard and regulates factors such as location, layout, architectural
design and fire prevention of funeral parlors. The Notice also addresses economy and suitability
concerns as well as environmental protection, hygiene, lighting and ventilation requirements.

Foreign Investment Related Laws
Enterprises

1997 Partnership Enterprise Law of the People’s Republic of China (& 1E375)

Two types of partnerships are permitted under the Partnership Enterprise Law (the “PEL”): (i)
a general partnership and (ii) a limited partnership. Partnerships may be established by natural
persons, legal persons or other organizations within China.

A general partnership enterprise consists of general partners who are jointly and severally liable
for the debts of the partnership unless otherwise stipulated in the PEL.

2 See Article 39 of the PRC Price Law.
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A limited partnership enterprise consists of both general partners and limited partners. The
former are jointly and severally liable for the debts of the partnership, and the latter are liable for the
debts of the partnership only to the extent of their respective capital contributions. Partnership

business shall be conducted only by general partner(s).

Wholly state-owned companies, state-owned enterprises, listed companies, public

welfare-oriented institutions or social groups may not act as general partners of a limited partnership.

The profit distribution or loss allocation of a partnership must be handled in accordance with the
terms of the partnership agreement. If no applicable terms exist or if the terms are unclear, allocation
shall be made after consultation and agreement among the partners. If no resolution can be reached
through consultation, allocation shall be executed by the partners according to the proportion of actual
payment of their respective capital contributions. Where no such proportion can be determined, the
partners shall enjoy equal rights to allocations. The partnership agreement may not stipulate that all
profits must be distributed to only some of the partners or that all losses must be borne by only some

of the partners.

2010 Administrative Measures for the Establishment of Partnership Enterprises in China by
Foreign Enterprises or Individuals 4]ME] 153 58 2 AN 7E o B 5% 1A 5 37 6 18 3 E PEARL )

The Administrative Measures for Foreign Enterprises and Individuals Establishing Partnership
Enterprises in China issued earlier by the State Council became effective on March 1, 2010. The

Measures allow foreign investors to establish partnership enterprises in China.

Foreign enterprises or individuals shall, when establishing partnerships in China, apply for
registration of their establishment with the local Administrative of Industry and Commerce (the
“AIC”) authorized by the State Council (hereinafter referred to as the “Enterprise Registration
Authorities”), through a delegate jointly appointed by or an agent jointly entrusted by all of the

partners.

Where an Enterprise Registration Authority grants registration, it shall provide registration

details to the local commerce department at the same administrative level.

Foreign enterprises or individuals shall comply with other relevant statutes, administrative rules

and regulations, and industrial policies related to foreign investment.

1986 Wholly Foreign-Owned Enterprise Law (amended in 2000) and 2001 Practice Notes on the
Law of Wholly Foreign-Owned Enterprises (SF & 13140 K (o) & 10 575 E i A Al

The power to supervise the distribution of dividends by WFOE is based primarily on the 1986
Wholly Foreign Owned Enterprise Law, as altered by the 2000 amendments and the Practice Notes.

A WFOE operating in the PRC can only distribute its dividends (if any) from after-tax profits as
calculated in accordance with the Chinese Accounting Standards and Rules and Regulations. A WFOE
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operating in the PRC is required to retain a minimum of 10% of its after-tax profits as a reserve fund
until the cumulative reserve fund reaches 50% of the WFOE’s registered capital. In addition, a WFOE
shall retain certain percentages of after-tax profits for bonus and welfare funds for employees, and
such percentages can be determined by the WFOE itself.

A WFOE shall not distribute any profits until any losses for prior fiscal years have been made
up.

New M&A Regulations and Overseas Listings

On August 8, 2006, six PRC regulatory agencies, namely, the MOFCOM, the SASAC, the SAT,
the SAIC, the China Securities Regulatory Commission (“CSRC”), and the SAFE, jointly adopted the
Regulations on Mergers and Acquisitions of Domestic Enterprises by Foreign Investors (it 41 %
HEHED RN SENEE), “New M&A Rules”), which became effective on September 8, 2006 and
was amended by MOFCOM on June 22, 2009. The New M&A Rules require, among others, that, if any
offshore company established or controlled by any PRC domestic company or citizen intends to
acquire equity interests or assets of any domestic company affiliated with such PRC company or
citizen, then the acquisition must be submitted to MOFCOM, rather than local regulators, for approval.
In addition, the New M&A Rules require that any listing on an overseas stock exchange of an offshore
special purpose vehicle, or the SPV, directly or indirectly controlled by any PRC domestic company
or citizen is subject to the CSRC’s approval.

Foreign Exchange

The lawful currency of the PRC is the RMB, which is subject to foreign exchange controls and
is not freely convertible into foreign exchange as at the date of this prospectus. SAFE, under the
authority of the PBOC, is empowered with the functions of administering all matters relating to
foreign exchange, including the enforcement of foreign exchange control regulations.

Prior to December 31, 1993, a quota system was used for the management of foreign currency.
Any enterprise that used foreign currency in the normal course of its operations was required to obtain
a quota from the local SAFE office before it could convert RMB into foreign currency through the
PBOC or other designated banks. Such conversion had to be effected at the official rate set up by
SAFE on a daily basis. RMB could also be converted into foreign currency at swap centers. The
exchange rates used by swap centers were largely determined by the demand for and supply of the
foreign currency and the RMB requirements of enterprises in the PRC. Any enterprise that wished to
buy or sell foreign currency at a swap center had to obtain approval in advance from SAFE.

On December 28, 1993, the PBOC, under the authority of the State Council, promulgated the
Notice of the PBOC Concerning Further Reform of the Foreign Currency Control System (A RER1T
B 7 4 — 2 2l A [ A R I 89 2 45), which became effective on January 1, 1994 was repealed on
September 28, 2009. The notice announced the abolition of the foreign exchange quota system, the
implementation of conditional convertibility of RMB for current account items, the establishment of
the settlement and payment system of foreign exchange by banks, and the unification of the official
RMB exchange rate and the market rate for RMB established at swap centers.
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On January 29, 1996, the State Council promulgated the Regulations of the PRC on the
Administration of Foreign Exchange ("% A [ 3 A1 2] 4 [ifE 45 #4591 ) which became effective on April
I, 1996 and was amended on January 14, 1997 and August 1, 2008. This regulation classifies all
international payments and transfers into current account items and capital account items. Current
account items are no longer subject to SAFE approval, but the conversion of RMB into other
currencies and remittance of the converted foreign currency outside the PRC for the purpose of capital
account items, such as direct equity investments, loans and repatriation of investments, require prior
approval from SAFE or its local counterparts. Payments for transactions that take place within the
PRC must be made in RMB.

On June 20, 1996, the PBOC promulgated the Provisions on the Settlement and Sale of and
Payment in Foreign Exchange (%50 + & [ & A [ B HLE), which set out detailed provisions
regulating the trading of foreign exchange by enterprises, economic organizations and social
organizations in the PRC.

On July 21, 2005, the PBOC announced that, from July 21, 2005, China would implement a
regulated and managed floating exchange rate system based on market supply and demand and by
reference to a basket of currencies. The RMB exchange rate would no longer be pegged to the US
dollar. The PBOC would announce the closing price of a foreign currency such as the US dollar traded
against the RMB in the inter-bank foreign exchange market after the closing of the market on each
business day, setting the central parity for trading of the RMB on the following business day.

On August 29, 2008, the General Department of SAFE issued the Notice of the General Affairs
Department of SAFE on the Relevant Operating Issues concerning the Improvement of the
Administration of Payment and Settlement of Foreign Currency Capital of Foreign Invested
Enterprises (BN 58 35 A1 10 A ZE A RE & A 4 32 A5 & R A5 B A BRI SE B 45 VE R I 48 0), which aims
at strengthening the administration of payment and settlement of foreign exchange capital of foreign
invested enterprises. The notice requires that: (i) the capital verification of a foreign invested
enterprise be conducted by accountants before the foreign invested enterprise applies for the payment
and settlement of foreign currency capital; (ii) the RMB proceeds converted from the foreign invested
enterprise’s foreign currency capital be used within the approved business scope and unless otherwise
regulated, such proceeds shall not be invested in domestic equity interest. Other than FIREEs, foreign
invested enterprise shall not use RMB proceeds converted from its foreign exchange capital to
purchase domestic properties for third party use; and (iii) RMB proceeds converted from foreign
invested enterprises’ foreign currency capital shall not be used to repay unused RMB loans.

On November 19, 2012, the SAFE issued the Circular of Further Improving and Adjusting
Foreign Exchange Administration Policies on Foreign Direct Investment (“Circular 59”) ([ % 51 i
PSS B A A — 25 O I R R R A S RE S BB B9 AT, which became effective on December
17, 2012. It substantially amends and simplifies the current foreign exchange procedure. The major
developments under Circular 59 are the opening of various special purpose foreign exchange accounts
(e.g. pre-establishment expenses account, foreign exchange capital account, guarantee account) no
longer require the approval of SAFE. Furthermore, multiple capital accounts for the same entity may
be opened in different provinces, which was not possible before the issuance of Circular No. 59,
reinvestment of RMB proceeds by foreign investors in China no longer requires SAFE approval or
verification, and remittance of foreign exchange profits and dividends by a foreign invested enterprise
to its foreign shareholders no longer requires SAFE approval.
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Dividend Distribution and Remittance

The principal PRC regulations governing the distribution of dividends by our PRC subsidiaries
are: (i) PRC Company Law became effective on January 1, 2006, and amended in 1999, 2004 and
2005; (ii) the Foreign Invested Enterprise Law of the PRC (713 A\ R ILAE 4h & > 2£7%) as amended
in 2000 and its Implementation Regulation amended in 2001; and (iii) the Chinese-foreign Equity
Joint Venture Law of the PRC (*1 % A\ RALAIE b Ah 5 AL 42 3€1%), as amended in 1990 and 2001
and its Implementation Regulation amended in 1986, 1987 and 2001.

Under these PRC laws and regulations, our subsidiaries in China may only pay dividends out of
their accumulated profits, if any, determined in accordance with PRC accounting standards and
regulations. In addition, a subsidiary in China is required to set aside at least 10% of its after-tax
income each year, if any, to fund a reserve fund until the accumulated reserve amounts to 50% of its
registered capital. It is also required to set aside funds for the employee bonus and welfare fund or
discretionary common reserve from its after-tax income each year at percentages determined at its sole

discretion. These reserves are not distributable as cash dividends.

For overseas remittance of the current year’s dividends, a WFOE is required, under the Circular
on Issues Concerning Outward Remittance of Profit, Stock Dividends and Stock Bonuses Processed
by Designated Foreign Exchange Banks (2 2% 4/ HE 5 1 JR) B 7 A1 FEE 48 72 SRAT HFRE AR - B - A0 fE
A B E R A1) which was issued on September 22, 1998 and amended on September 21, 1999,
to submit the following documents to a designated foreign exchange bank: (i) proof of tax payment
and tax returns (WFOEs enjoying tax reductions or exemptions shall provide certification of tax
reduction and exemption issued by the local tax authorities); (ii) an auditor’s report on the profit and
dividend situation for the current year issued by an accounting firm; (iii) the resolutions of the board
of directors relating to dividend distribution; (iv) the foreign invested enterprise’s foreign exchange
registration certificate; (v) the capital verification report issued by an accounting firm; and (vi) other
documents as may be required by SAFE.

In addition, for overseas remittance of the preceding years’ dividends, such WFOE shall appoint
an accounting firm to conduct an audit for the year(s) in which the dividend-related profits were

generated and shall present the auditor’s report to the bank as a required supplemental document.

In the case of foreign invested enterprises, the registered capital of which has not been fully
paid-up in accordance with the joint venture contract and/or articles of association, the dividends in
foreign currency may not be remitted out of the PRC. If there are special circumstances under which
the registered capital cannot be contributed within the time limit as specified in the joint venture
contract and/or articles of association, the foreign invested enterprise shall apply for approval with the
original approving authority. With the approval of the original approving authority and the
above-mentioned required documents, the dividends in foreign currency can be remitted out of the

PRC in proportion to the paid-up registered capital.
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Regulations Relating to Employee Stock Options

Pursuant to the Detailed Rules for the Implementation of the Measures for the Administration of
Individual Foreign Exchange (fifl A4 [ ¥k B it 40 ) promulgated by SAFE on January 5, 2007
and effective on February 1, 2007, and the Notice of the SAFE on Issues concerning the Foreign
Exchange Administration of Domestic Individuals’ Participation in Equity Incentive Plans of Overseas
Listed Companies (55 4hFE & 35 5 B A 5 0 8 A\ 2 BRI A1 1 i 2 &) JRORE S0h w5t 31 &1 REE 75 3504 ) 1) R
()48 1) promulgated on February 15, 2012 and coming into force on the same day, PRC citizens who
are granted shares or share options by an overseas listed company under its employee share option or
share incentive plan are required, through the PRC subsidiary of such overseas listed company by
which the employee is employed, to collectively entrust a domestic agency to handle matters such as
foreign exchange registration, account opening, funds transfer and remittance.

Initial Foreign Exchange Registration

A FIPE must undergo foreign exchange registration with the competent authorities of foreign
exchange, presenting the relevant documents (a detailed documents list is specified in the Circular 58)
within 30 days after obtaining the business license issued by the appropriate enterprise registration
authority.

A FIPE must complete the registration formalities at the local SAFE for foreign investment by
foreign partners. If registration is not completed, funds invested by foreign partners may not be
transferred or used for exchange settlement within the territory of mainland China.

Foreign Exchange Account Opening and Conversion of Foreign Currency

In the event that the foreign partner subscribes capital contribution to the FIPE in a foreign
currency, the FIPE must use its foreign exchange registration certificate to open a foreign exchange
account in a banks designated for dealing with foreign exchange. The rules for capital accounts of
FIEs shall apply to the management of such foreign exchange account. That is, each outward payment
from the current account shall first be examined by the designated bank for the authenticity of funds
exchanged, and outward payments of capital account shall be first registered with or approved by
SAFE.

Capital Contribution Confirmation Registration

Circular 58 provides that after the payment of capital contribution by foreign partners, a FIPE
must undergo capital contribution verification registration with the competent authorities of foreign
exchange, and only following this, may such FIPE convert its capital (in foreign currency) into RMB
or make a transfer within the territory of Mainland China.

In addition, only after capital contribution verification registration by the foreign partner has
been fully completed may such foreign partner remit funds obtained from the liquidation, capital
decrease, partnership interest transfer or profit distribution outside China or use such funds in further
investments inside China.
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Profit Distribution outside China

Circular 58 provides that when the FIPE intends to remit profits outside China, it must submit
the relevant documents to the bank, and the bank will be responsible for the filing of the relevant
information with the corresponding department of SAFE. Before remitting profits of the FIPE to a
foreign partner, the bank will first examine whether its foreign partner has completed capital
contribution verification registration, whether the certificate proving tax payment regarding such
profit to be remitted has been duly obtained, and will check and review the relevant information
related such profit remittance.

Annual Inspection for Foreign Exchange

A FIPE must comply with the annual inspection requirements for foreign exchange, and the
general rules for FIPs shall also apply to FIPEs.

Withholding Tax on Dividends

In March 2007, the National People’s Congress enacted a new Enterprise Income Tax Law that
became effective on January 1, 2008. Pursuant to the new tax law and the corresponding implementing
regulations, dividend payments to foreign investors issued by FIEs are subject to a 10% withholding
tax rate unless a tax treaty applies that provides for another arrangement.

Based on the Agreement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with Respect to Taxes on Incomes (*“ [N i 71 7 5 457 FIl 7 TEC L (B8] 36 i 445 e 4 8 e A0 A0 By 1 i s B30 1Y)
ZPE”) promulgated on August 21, 2006, dividends distributed by an FIE to a company incorporated
in Hong Kong will be subject to a 5% withholding tax rate, if the beneficial owner is a company which
holds directly at least 25% of the shares of the FIE paying the dividends.

Tax Laws
EIT Law

On January 1, 2008, the Foreign-funded Enterprise and Foreign Enterprise Income Tax Law of
the PRC ({HME & A SE IS A 2 7758175 ) ) was abolished, and the Enterprise Income Tax Law
of the PRC ({{EZEHLIL), “EIT Law”), promulgated on March 16, 2007, as well as the
Implementing Regulations for the PRC Enterprise Income Tax Law ({43013 BiiE B M),
“Implementation Rules”), promulgated on December 6, 2007, became effective on January 1, 2008.
Pursuant to the EIT Law of the PRC, the income tax rate for both domestic-funded enterprises and
foreign-funded enterprises is 25%.

The EIT Law also provides that enterprises that are established in accordance with the law of a
foreign country (or region) and whose “de facto management bodies” are located in China are
considered “tax resident enterprises” and will generally be subject to the uniform 25% enterprise
income tax rate as to their global income. Under the Implementation Rules, “de facto management
bodies” is defined as the bodies that have, in substance, overall management and control over such
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aspects as the production and business, personnel, accounts and properties of an enterprise. The EIT
Law and the Implementation Rules have only recently taken effect. Currently, there are no detailed
rules or precedents governing the procedures and specific criteria for determining “de facto
management bodies”.

Under the EIT Law and the Implementation Rules, China-sourced income of foreign enterprises
that are “non PRC resident enterprises” that do not have an establishment or place of business in China
or, despite the existence of such establishment or place in China, the relevant income is not actually
connected with such establishment or place in China, such as dividends paid by a PRC subsidiary to
its overseas parent, is generally subject to a 10% withholding tax unless the jurisdiction of such
foreign enterprises has a tax treaty with China that provides a different withholding arrangement.
Under an arrangement between China and the Hong Kong Special Administrative Region, which was
promulgated on August 21, 2006, such dividend withholding tax rate is reduced to 5% for dividends
paid by a PRC company to a Hong Kong resident enterprise if such Hong Kong entity directly owns
at least 25% of the equity interest of the PRC company.

On January 9, 2009, the SAT promulgated the Interim Measures for the Administration of
Withholding at Source of Enterprise Income Tax for Non-resident Enterprises, or the Interim
Measures ({IEJE R AT F R O40E BB 4788 ), “Interim Measures”), which took effect
retroactively on January 1, 2009. In accordance with the Interim Measures, if a non-resident enterprise
receives the income originating from China, or the taxable income, including equity investment
income such as dividend and profit, interest, rental and royalty income, income from property transfer
and other incomes, the EIT payable on the taxable income shall be withheld at the source by the
enterprise or the individual who is directly obligated to make relevant payment to the non-resident
enterprise under relevant laws or contracts.

On December 10, 2009, the SAT issued the Notice of Strengthening Enterprises Income Taxation
on Non-resident Enterprises with respect to Gains from Equity Transfer (B 50 IF & R A 3
A SE TS B FEA AN ), “698 Notice”), which demonstrates its jurisdiction over the
indirect equity transfer of PRC resident enterprises via disposing the equity of a special purpose
vehicle, or SPV, offshore China. Pursuant to the 698 Notice, the offshore transferor which interposes
a SPV as an intermediate holding company for its investment in PRC subsidiary will be required to
report the indirect transfer of the equity interest of SPV to the Chinese local-level tax bureau in charge
of the PRC subsidiary, provided that the effective tax rate of the jurisdiction over the SPV being
transferred is less than 12.5%, or that jurisdiction does not tax foreign income of its residents. The
Chinese tax authorities will examine the true nature of the transfer through such reporting documents
and determine whether such transfer constitutes evasion of Chinese taxation through abusive
arrangement without reasonable commercial purpose. Based on the “substance over form” principle,
the Chinese tax authorities may re-characterize the transfer and disregard the existence of the SPV.
Once a SPV is disregarded, the transfer should be effectively treated as non-resident enterprises
transferring the PRC subsidiary’s equity, and thus the transfer gain is of China source which should
be subject to China withholding tax.

Violation of the above mentioned laws, rules or notices may result in the imposition of fines,
penalties, suspension of operations, order to cease operations, or, even criminal liability for severe

cases.
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Property Law

The properties which we lease and own in the PRC are subject to the Property Law (%)),
promulgated by the Fifth Meeting of the Tenth NPC on March 16, 2007 and effective October 1, 2007.
Under the Property Law, any creation, modification, transfer or termination of property rights of real
estate shall become effective upon registration with the relevant government authorities. All lawful
property of the State, collectives, and individuals are protected by law against embezzlement and
encroachment. The Property Law also contains specific provisions relating to contractual land
operation rights, construction land use rights, residential land use rights, easement rights and various
security rights.

The Administrative Measures for Commodity Housing Tenancy ({74 it 5 & L& & #HEL ) ) (the
“Leasing Procedures”), promulgated by Ministry of Housing and Urban-Rural Development on
December 1, 2010, effective February 1, 2011, provide that a lease must be filed with the local real
estate administrative department. Although the PRC courts have previously ruled that failure to file
a lease with the relevant PRC Government authorities does not in itself invalidate the lease, fines may
be imposed by the local real estate administrative department for such omission, under the Leasing
Procedures.

The Land Administration Law ({ THL FH{%)), promulgated by standing committee of the NPC
on August 28, 2004, effective at the same day, provides that a Land Use Certificate of State-Owned
Land must be obtained from the land administrative department prior to usage of collectively-owned
land. Violation of the Land Administration Law may result in the imposition of fines and confiscation
of the land involved.

The Ministry of Land and Resources, through a revised catalogue of permissible usage of
allocated land, removed profitable cemetery use from the permitted uses of allocated land after 2001.
Allocated land is land that can be used without a definitive term or payment of land premium.

Labor and Social Insurance

The PRC has many labor and safety laws, including the PRC Labor Law ({%5#i%)), the PRC
Labor Contract Law ({% 8 & [F#%)), the PRC Social Insurance Law ({ft & f£F57%) ), the Regulation
of Insurance for Work-Related Injury ({LAGLREEWEHI)), the Unemployment Insurance Law
(CRZERBEB) ), the Provisional Measures on Insurance for Maternity of Employees ({ {2k T4
ﬁﬁﬁﬁ%ﬁﬁ%?i%, the Interim Provisions on Registration of Social Insurance (AL g R B B O BT
1T#¥L)), the Interim Regulation on the Collection and Payment of Social Insurance
Premiums (AL & FR B2 U0 1715 491) ), and other related regulations, rules and provisions issued by
the relevant governmental authorities from time to time for operations in the PRC.

According to the PRC Labor Law ({(%#iL)) and the PRC Labor Contract Law
({5 B &1 L)), labor contracts in written form shall be executed to establish labor relationships
between employers and employees. Wages cannot be lower than local minimum wage. The company
must establish a system for labor safety and sanitation, strictly abide by state standards, and provide
relevant education to its employees. Employers are also required to provide safe and sanitary working
conditions meeting State rules and standards, and carry out regular health examinations of employees
engaged in hazardous occupations.
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As required under the PRC Social Insurance Law ({fL & {&F57%)), the Regulation of Insurance
for Work-Related Injury ({ T4 ££Ba & 41) ), the Provisional Measures on Insurance for Maternity of
Employees ({4 35k T2E & PR BRat 17 #1724 ) ), the Interim Regulation on the Collection and Payment of
Social Insurance Premiums (& R B 2 ESCE 774 41) ), and the Interim Provisions on Registration
of Social Insurance ({fh & B S0 B 1T HEL)), companies are obliged to provide employees in
the PRC with welfare schemes covering pension insurance, unemployment insurance, maternity

insurance, injury insurance and medical insurance.
Intellectual Property Rights

International conventions

China is a party to several international conventions on intellectual property rights, including the
Agreement on Trade-Related Aspects of Intellectual Property Rights (E & 5 A BE 1% R0 5k 25 1 1 22 ) ),
upon its accession to the World Trade Organization in December 2001. China is also a party to the
Paris Convention for the Protection of Industrial Property ({ffi# L3EEMEEEL/N4))), the Berne
Convention for the Protection of Literary and Artistic Works ({ff7# SCEZA/E KA IE A A))), the
World Intellectual Property Organization Copyright Treaty ({5015 7 AL AR RREA4T)), the
Madrid Agreement concerning the International Registration of Marks ( € 7122 B [ 53 ffft 55 72 5L 177 72 ) ),
and the Patent Cooperation Treaty (B FREFG1EAZI)).

Trademarks

The Trademark Law ({Fi#£#%)) was promulgated by the Standing Committee of the NPC on
August 23, 1982, effective March 1, 1983, and amended on February 22, 1993 and October 27, 2001.
Under the Trademark Law, any of the following acts shall be an infringement upon the right to
exclusive use of a registered trademark:

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

trademark;

° selling the commodities that infringe upon the right to exclusive use of a registered

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

authorization;

° changing a registered trademark and putting the commodities with the changed trademark

into the market without the consent of the registrant of that trademark; and

o causing other damage to the right to exclusive use of a registered trademark of another

person.
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A trademark registrant may conclude a licensing contract authorizing use of its registered
trademark by another person. Under the Trademark Law, the licensor shall supervise the quality of the
commodities on which the trademark is used, and the licensee shall guarantee the quality of such

commodities.

Violation of the Trademark Law may result in the imposition of fines, confiscation and

destruction of the infringing commodities.

The Provisions on Recognition and Protection of Well-known Trademarks (<5l 4% 7 12 52 2 Fl £
R ) ), promulgated by the SAIC on April 17, 2003, effective June 1, 2003, protect well-known
trademarks, which are recognized on a case-by-case basis by the Trademark Review and Adjudication
Board of the SAIC, the Trademark Office, or the PRC courts.

Domain names

The Measures for the Administration of Domain Names for the Chinese Internet ({2 5.5 44
43845 & ) ) (the Domain Name Measures) were promulgated by the then existing Ministry of
Information Industry on November 5, 2004, and came into effect on December 20, 2004. The Domain
Name Measures regulate registrations of domain names with the Internet country code “.cn” and

domain names in Chinese.
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(I) OUR KEY MILESTONES
We have achieved the following key milestones in our history:

Year Event

1994 Established Shanghai FSY Industry Development, signaling our first entry into the death
care business

1999 Commissioned by the China Funeral Association to provide regular training courses on
national modern cemetery management and operation

2001 Established Shandong Fu Shou Yuan, our first cemetery outside Shanghai

2002 Acquired funeral facilities in Chongqing, our first funeral facilities project
Became the first PRC company admitted as a member of the Australasian Cemeteries and
Crematoria Association and the International Cemetery and Funeral Association

2008 Awarded the “China Charitable Award” for our pro-bono initiatives relating to the
Sichuan earthquake

2010 Our renwen commemorative park and memorial (A SCAC &) was opened in Shanghai to
spearhead the modern design of funeral facilities in China

2011 Advised MCA and led the drafting of its Funeral and Burial Industry Management
Principles

2012 Our Hefei Dashushan Cultural Cemetery was awarded “AAA” national tourist attractions

recognition by the China National Tourist Attractions Quality Evaluation Committee

Our “@” brand was recognized as “Shanghai Famous Trademark” by Shanghai
Administration for Industry and Commerce

The first PRC company to be admitted as a member of the National Funeral Directors
Association in the United States

106



HISTORY AND REORGANIZATION

(IT) AN OUTLINE OF OUR DEVELOPMENT HISTORY AND CORPORATE STRUCTURE

Our Group consists of a number of PRC-incorporated operating entities, which are held by an
intermediate layer of PRC-incorporated holding companies, which are in turn held by our offshore
Listing holding companies. These various groups of companies are described in detail in the following
paragraphs headed “A. The Development History of our Principal Operating Entities”, “B. Our Key
PRC Intermediate Holding Companies”, and “C. Formation of our Offshore Holding Companies” in
this sub-section (II).

A. The Development History of our Principal Operating Entities

1. In February 1994, Shanghai FSY Industry Development was established by an affiliate of
Zhongfu to commence our business in the death care industry in Shanghai.

2. In December 1998, Anhe became a 50% shareholder of Shanghai FSY Industry Development.

3. In 2001, through nominee arrangements, Anhe and Zhongfu agreed to adopt a 50-50 beneficial
shareholding structure in relation to all of our Group’s business and company acquisitions as we
started expanding our operations outside of Shanghai. Further background and the rationale for
the nominee arrangements are set out in “(II) An Outline of Our Development History and
Corporate Structure — E. Rationale for Nominee Arrangements” below.

4. In December 2001, we together with our joint venture partners established Shandong FSY
Development to establish our first cemetery outside of Shanghai.

5. In February 2002, we established Hefei Dashushan Co to establish our cemetery in Hefei, Anhui
Province.

6. In April 2002, we acquired Chongqing Anle Services to extend our death care services to funeral

services.

7. The above-mentioned 50-50 beneficial shareholding structure continued to be in place until
November 2006 when the Initial Group Individual Shareholders acquired an aggregate of 30%
beneficial interest of our Group from Anhe and Zhongfu. After that acquisition, we had been
beneficially owned by Anhe, Zhongfu and the Initial Group Individual Shareholders as to 35%,
35% and 30%, respectively.

Following this transfer, the chart below sets forth the shareholding of our Group:

Zhonefi Initial Group Individual
Anhe et Shareholders
35% 35% 30%
Group
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10.

11.

12.

13.

14.

In January 2007, we established Shanghai Nanyuan to offer burial services.

In February 2008, we acquired Henan FSY Industrial to establish our cemetery in Zhengzhou,
Henan Province.

In September 2008, we established Hefei Renben to offer funeral services in Hefei.

In August 2009, as an incentive to Zhao Yu, our joint company secretary, to join our Group,
Zhongfu agreed to transfer 2.8% of its beneficial interest in our Group to Zhao Yu or any party
designated by him. Zhao Yu directed Zhongfu to transfer such beneficial interest to Faithful
Hope, a company then held as to 30% by Zhao Yu and as to 70% by Zhao Zhichao, a relative of
Zhao Yu. Zhongfu acted as nominee shareholder for such beneficial interest for Faithful Hope.

In November 2009, several of the Initial Group Individual Shareholders transferred an aggregate
of 8.84% of their beneficial interests in our Group to 14 individuals.

Following these transfers, the chart below sets forth the shareholding of our Group:

Anhe Zhongfu Group Individual
Shareholders
35% 35%%** 30%*
Group***
* Denotes beneficial interest.

wx Of the 35% interest in our Group, 2.8% was beneficially owned by Faithful Hope.
#%%  In 2009 our principal PRC operating subsidiaries consisted of Shanghai FSY Industry Development, Shandong
FSY Development and Hefei Dashushan Co.

In May 2010, we established Hefei Huazhijian to offer flowers and related designing services in
Hefei.

In 2011, Anhe, Zhongfu and the Group Individual Shareholders elected to consolidate their
interests in our then principal operating entities through the establishment of two PRC
intermediate holding companies, namely, Chongqing FSY LLP and Chongqing FSY Industrial. To
achieve this holding structure, Anhe, Zhongfu and the Group Individual Shareholders transferred
their equity interests in the then principal operating entities to Chongqing FSY Industrial in
return for an aggregate of 70% equity interest in Chongqing FSY Industrial. Subsequently,
Chongqing FSY LLP acquired the 70% equity interest in Chongqing FSY Industrial held by
Anhe, Zhongfu and the Group Individual Shareholders. The remaining 30% interest was acquired
by Chongqing FSY LLP. Further details of Chongqing FSY LLP and Chongqing FSY Industrial
and the reasons for the consolidation are set out in sub-section “(II) An Outline of Our
Development History and Corporate Structure — B. Our Key PRC Intermediate Holding
Companies” below.
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15. In May 2012, we acquired Jinzhou Maoshan Anling to establish our cemetery in Jinzhou,

Liaoning Province.

16. Since their establishment or our acquisitions of them, Shanghai FSY Industry Development,
Chongqing Anle Services, Shandong FSY Development, Hefei Dashushan Co, Henan FSY
Industrial, Jinzhou Maoshan Anling, Shanghai Nanyuan, Hefei Renben and Hefei Huazhijian

have developed to become our principal operating entities.

The chart below sets forth the principal operating entities of our Group as of the Latest

Practicable Date:

Chongging FSY
LLP
(PRC)

100%
Chongging FSY
Industrial

(PRC)
P e e e e e
\ 50% 1 100% 100% !
I Shandong FSY Jinzhou Maoshan Shanghai FSY :
I Development Anling Industry Development |
I (PRC) (PRC) (PRC) |
| |
|
|
‘ 40% | 20% | 100% | 40% | 90% |
| . .
| Hefei Dashushan Co I-}ex(;an FS]Y i]hanghal Choxslgqlpg Anle |
(PRC) ndustria anyuan ervices |
[ (PRC) (PRC) (PRC) |
|
| ‘ !
| [ 100% 100% | !
|
‘ Hefei Huazhijian Hefei Renben |
‘ (PRC) (PRC)
| |
|

I I Our principal operating entities

B. Our Key PRC Intermediate Holding Companies

To facilitate the acquisition of our PRC entities by our offshore holding companies, we
established Chongqing FSY LLP, a limited partnership under the laws of the PRC on November 10,
2010, with (i) two limited partners, namely, Rich Base International Investments Limited, a Hong
Kong-incorporated company beneficially owned by Zhongfu and FSG Holding in equal proportions
(“Rich Base”), and Chongqing FSY Consultancy, and (ii) a general partner, namely Zhang Shiyao,
who acted as nominee shareholder for Anhe, Zhongfu and the Group Individual Shareholders. In
October 2011, Rich Base transferred its 80% partnership interest in Chongqing FSY LLP to FSY Hong
Kong, a Hong Kong-incorporated company wholly-owned by our Company. In April 2012, Zhang
Shiyao transferred his 1% partnership interest in Chongqing FSY LLP to Fumao. Upon completion of
the above partnership transfers, Chongqing FSY LLP is held 80% by FSY Hong Kong, 19% by
Chongqing FSY Consultancy and 1% by Fumao.
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Chongqing FSY Industrial was established under the laws of PRC on January 18, 2011 to acquire
our then principal operating entities, namely, Shanghai FSY Industry Development, Shandong FSY
Development and Hefei Dashushan Co. In 2011, Anhe and Zhongfu transferred their equity interests
in Chongqing FSY Industrial in return for an aggregate of 70% equity interest in Chongqing FSY
Industrial, and the remaining 30% interest was acquired by Chongqing FSY LLP. Subsequently,
Chongqing FSY LLP acquired an aggregate 70% equity interest in Chongqing FSY Industrial, of which
35% was from Anhe and 35% from Zhongfu. Upon completion of such equity transfers, Chongqing
FSY Industrial became a wholly-owned subsidiary of Chongqing FSY LLP.

The above equity transfers were carried out (i) to enable Chongqing FSY LLP to become our PRC
holding company; and (ii) to dispose of Anhe’s and Zhongfu’s respective interests in our PRC
subsidiaries in anticipation of Anhe’s and Zhongfu’s subsequent equity participation of our Group at
the offshore holding company level. At the offshore level, the shareholders of Anhe elected to have
their interests in our Group to be held through its offshore affiliate FSG Holding. Zhongfu elected to

have its interest in our Group to be held through its offshore subsidiary Fulechuan.

The following chart sets forth the group of our PRC intermediate holding companies as of the
Latest Practicable Date:

FSY
Hong Kong
(Hong Kong)

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, ‘
| | 100% |
I Chongqing :
I Fuyuan |
: (PRC) I
| ‘ 100% |

[
[
‘ Fumao |
: (PRC) |
[

[
[
: 100% |
| Chongqing FSY I
. 80% 1% Consultancy !
I (PRC) ‘
[
I 19% I
‘ 90% |

[
- [
‘ Chongqing FSY Shanghai FSY |
: LLP Corporate [
‘ (PRC) Management I
| Consultancy I
‘ 100% (PRC) !
[
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C. Formation of our Offshore Holding Companies

Our Company was incorporated in the Cayman Islands as a limited liability company on January

5, 2012 to become our Listing vehicle.
FSY Hong Kong was incorporated in Hong Kong on October 10, 2011 to become our
intermediate holding company to hold our interests in the domestic holding companies in the PRC. It

is a wholly-owned subsidiary of our Company.

The following chart sets forth the group structure of our offshore holding companies:

Our Company
(Cayman Islands)

FSY
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[
[

[
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‘ 100% |
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: (Hong Kong) |
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Our PRC intermediate
holding companies

Our PRC principal
operating entities

B : :\ Our offshore holding companies
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Our Shareholders

Prior to the restructuring at our Shareholders’ level

Treasure Bridge was our sole Shareholder. Each of FSG Holding, Zhongfu (through
Fulechuan) and the Group Individual Shareholders (through Double Riches) held our Shares
through Treasure Bridge.

The following chart sets forth the shareholding of our Company prior to the reorganization

at our Shareholders’ level:

Group Individual
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Treasure Bridge
(BVI)
[100%
Our Company
(Cayman Islands)

* Of the 35% interest in our Group, 2.8% was beneficially owned by Faithful Hope.
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Restructuring at our Shareholders’ level

Prior to the restructuring at our Shareholders’ level, all of our Group Individual Shareholders had
their interests in our Group held by Double Riches, whereas Faithful Hope, a company then
owned as to 30% by Zhao Yu and 70% by Zhao Zhichao, had its interests held by Zhongfu.
Double Riches acted as nominee shareholder for the Group Individual Shareholders and Zhongfu
acted as nominee shareholder for Faithful Hope. The Group Individual Shareholders, Zhao Yu,
and Zhao Zhichao elected to either hold their interests in our Group directly through their
wholly-owned BVI companies or to become legal shareholders of Double Riches. To this end,

they went through the following steps:

(i) On July 9, 2013, 10 of the Group Individual Shareholders elected to hold our Shares
directly through each of their wholly-owned BVI companies. Those shareholders became
the Group Direct Individual Shareholders. Upon completion of the necessary share
transfers, the Group Direct Individual Shareholders, through their wholly-owned BVI
companies, hold an aggregate of 22.037% of the issued share capital of our Company.

(ii) On the same date, Zhao Yu and Zhao Zhichao elected to hold our Shares directly. Upon
completion of the necessary share transfers, Zhao Yu, through his wholly-owned BVI
company, Real Path, and Zhao Zhichao, through his wholly-owned BVI company, Faithful
Hope, together hold an aggregate of 2.8% of the issued share capital of our Company.

(iii) On the same date, the Group Indirect Individual Shareholders elected to hold their interests
in our Group through Double Riches. Upon completion of the necessary share transfers, the
Group Indirect Individual Shareholders hold the entire issued share capital of Double
Riches.

Immediately after the completion of the above steps, the nominee arrangements (a) between
Double Riches and the Group Individual Shareholders; and (b) between Zhongfu and
Faithful Hope, were terminated.

Zhongfu’s subsidiary, Fulechuan, elected to have a holding company to hold its interests in our
Group. Instead of incorporating a new offshore company, Fulechuan elected to acquire Chief
Union, previously a subsidiary of our Company. Chief Union had been a dormant company with
no business activities. On July 9, 2013, Fulechuan acquired the entire initial share capital of
Chief Union from our Company in consideration of US$100 (at par value of Chief Union’s share
capital). On the same date, Fulechuan transferred its 35% interest in our Group to Chief Union
in consideration of US$35 (being par value of Treasure Bridge’s share capital). Upon completion
of the above transfers, Zhongfu holds its interests in our Group through Chief Union.

On August 19, 2013, FSG Holding, Zhongfu and the Group Indirect Individual Shareholders
elected to hold our Shares directly. To this end, Treasure Bridge, our then Shareholder,
transferred 32.2%, 35% and 7.963% of the issued share capital of our Company to Chief Union,
FSG Holding and Double Riches, respectively, at par value of their respective holdings.
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4.  China Philanthropy Times transferred 50% equity interest in Hongfu to each of NGO 1 and NGO
2 on July 31, 2013. Upon completion of the transfers, each of NGO 1 and NGO 2 hold 50% equity

interest in Hongfu.

Further details of the restructuring at our Shareholders’ level are set out in “(III) Further Details

of our Corporate Restructuring Steps — D. Our Shareholders” in this section below.

The following chart sets forth the shareholding of our Company immediately after the

restructuring at our Shareholders’ level:
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(Cayman Islands)

E. Rationale for nominee arrangements

The formation and equity transfers of certain of our PRC subsidiaries involved various types of

nominee arrangements. Our PRC legal advisors, Watson and Band Law Offices, have confirmed that

all the nominee arrangements entered into by our Group are valid and legal under PRC law and do not

violate any PRC laws and regulations. All nominee arrangements adopted in the formation of our PRC

subsidiaries have been terminated as our Group prepared for the Listing. Set forth below are examples

illustrating our nominee arrangements:

(i)

Anhe and Zhongfu acted as nominee shareholders for the Initial Group Individual

Shareholders to hold their aggregate 30% equity interest in Shanghai FSY Industry

Development in 2006. Any transfer to effect the 30% equity interest would have involved

procedures and formalities and would result in continuing compliance requirements in the

PRC. The Initial Group Individual Shareholders were (and remain) senior members of our

Group management at the time and were comfortable with Anhe and Zhongfu acting as

nominee shareholders. Accordingly, it was agreed that no formal registration of the equity

transfers was made.
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(i1)) The acquisition of Shandong FSY Development and the establishment of Hefei Dashushan
Co involved Zhongfu and Anhe acting as nominee shareholders in 2001 and 2002
respectively for Shanghai FSY Industry Development. Zhongfu and Anhe enjoyed
well-established goodwill and local government relationships in Shandong and Auhui
Provinces respectively. To leverage their goodwill and relationships in these locations,
Zhongfu and Anhe had agreed to pursue new business opportunities through nominee

arrangements.

(iii) Considering the procedures and formalities involved in the formation process and the
continuing compliance requirements in the PRC, certain of our PRC intermediate holding
companies were held by members of our senior management and/or employees acting as
nominee shareholders for our shareholders from time to time. Our Group believes that
individual shareholders can generally be more efficient than corporates in attending to
procedures and formalities associated with the formation and general compliance matters of
PRC companies. For example, our Group would not need to prepare shareholders consent,
resolutions and corporate authorization in a format prescribed by the local industry and
commerce authorities if the shareholder involved was an individual. Such nominee
arrangements were intended to expedite company registration processes and related

formalities.

Accordingly, the nominee arrangements between Anhe and Zhongfu were put in place (i) to
ensure that neither shareholder would compete unfairly with the other by undertaking investments
unilaterally outside of the joint venture. The arrangement reinforces the shareholders’ commitment to
their joint efforts in developing the business of Shanghai FSY Industry Development, ensuring all
related business opportunities to be brought to Shanghai FSY Industry Development or their
shareholders on a first-right-of-refusal basis. Through its nominal interest in the investment, the other
shareholder could ensure that (a) the investment would not be taken up by the investing shareholder
for its own benefit; and (b) the investment would be offered to Shanghai FSY Industry Development;
and (ii) to safeguard the interest of the shareholders in new business opportunities - Anhe and Zhongfu
enjoyed well-established goodwill and local government relationships in Anhui and Shandong
Provinces respectively. They leveraged their goodwill and relationships in these locations to source
new business opportunities for Shanghai FSY Industry Development and set up new entities. They
used their own names and resources to capture new business opportunities and set up new entities at
that time. With the nominee arrangements in place, any investment in new business opportunities and
new entities would then be managed by the Shanghai FSY Industry Development’s management team,
and beneficially owned by Anhe and Zhongfu by 50-50 and then being transferred to Shanghai FSY
Industry Development. For instance, Anhe was established in Anhui in 1998. Since then, it has started
to develop its consultancy business operations in Anhui, and relationships with the local government,
through official and business exchange programs. Anhe also co-founded a technological research
institute in Anhui. Over years of business initiatives in Anhui, Anhe has developed good relationships
with the local business partners and the local government. We leveraged Anhe’s local relationships to
establish the Hefei Dashushan Cemetery in Anhui in 2002, and Anhe also contributed to the initial
burial services business start-up and management of Hefei Dashushan Co in Anhui.
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Our Corporate Structure Immediately Prior to the Capitalization Issue and the Global

Offering

F.

The following chart sets forth our overall corporate structure upon completion of the key steps

outlined in sections A to D above, and immediately prior to the Capitalization Issue and the Global

] Our PRC operating entities
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Notes:
(1)

(2)

(3)

4)

(5)

(6)

(7

(8)

9

(10)

(11)

(12)

(13)

FSG Holding is owned 28.15% by Pacific Millennium Investment Corporation, 22.22% by SChase International Limited,
20% by Fast Answer Limited, 11.11% by Cheng I Chen, and the remaining 18.52% by six shareholders (which
individually holds less than 10% interest in FSG Holding). Mr. Tan Tize Shune (also known as “Tan Chih Chun”), the
father of Tan Leon Li-an, is entitled to exercise or control the exercise of one-third or more of the voting power at general
meetings of FSG Holding through (i) being a settlor of a trust, which in turn is interested in the entire issued share capital
of Pacific Millennium Investment Corporation, the largest shareholder of FSG Holding; and (ii) being a settlor of another
trust, which in turn is interested in the entire issued share capital of Fast Answer Limited, the third largest shareholder
of FSG Holding. Together, Mr. Tan Chih Chun is interested in an aggregate of 48.15% of the issued share capital of FSG
Holding. Other than their shareholdings in FSG Holding, all the shareholders of FSG Holding are independent of
Zhongfu, the Group Direct Individual Shareholders and the Group Indirect Individual Shareholders.

The remaining 10% interest in Shanghai FSY Corporate Management Consultancy is held by Shanghai FSY Funeral
Arrangement Services, an indirect wholly-owned subsidiary of our Company.

The remaining 10% interest in Xiamen Huaixiang is held by Xiamen City Funeral Services Centre* (J& ] T 5& & IR 75
/L»), an independent third party.

The remaining 40% interest in Shanghai Nanyuan is held by Shanghai Lingang College Economic Development Co.,
Ltd.* (iSRS R AR/ A]) (“Shanghai Lingang”), an independent third party, and 20% by Shanghai
Agricultural Industrial and Commercial Group East Ocean Company* ([ 2 T4 B s /A 7)), an independent
third party.

The remaining 40% interest in Hefei Dashushan Co is held by Hefei Shushan Lieshi Lingyuan Management Department*
(AN L Z0 -+ B [ 45 #EEE), an independent third party.

The remaining 50% interest in Shandong FSY Development is held by Shandong World Trade Centre* (LIt & 5
#.0>), an independent third party.

Nanchang Hongfu was established as a limited liability company under the laws of the PRC on November 17, 2009, and
is principally engaged in the sale of funeral and coffin furnishings and burial plots. The remaining 40% interest in
Nanchang Hongfu is held by Nanchang City Public Investment Holdings Co., Ltd.*, an independent third party, and
9.11% by Burial Management Department, an independent third party.

Ningbo Yongyi was established as a limited liability company under the laws of the PRC on January 9, 2013, and is
principally engaged in the provision of funeral services. The remaining 20% interest in Ningbo Yongyi is held as to 10%
by Zhang Cheng (5% /%), an employee of our Group, and 10% by Li Xingyu (45 F), an independent third party.
Chongqing Anle Funeral Services was established as a limited liability company under the laws of the PRC on January
23, 2003 and is principally engaged in the provision of funeral services.

Zhengzhou Longhu was established as a limited liability company under the laws of the PRC on October 27, 2005, it was
wholly-owned by Henan FSY Industrial, and was principally engaged in the planting and sale of flowers and nursery
stock. It was liquidated and deregistered on September 13, 2013.

Shanghai FSY Funeral Arrangement Services was established as a limited liability company under the laws of the PRC
on May 17, 2011, and is principally engaged in the provision of funeral services.

Shanghai Senfu was established as a limited liability company under the laws of the PRC on July 2, 2013, and is
principally engaged in vegetable and fruit planting. The remaining 49% interest in Shanghai Senfu is held as to 37.5%
by Zhu Linbiao (RAMAE), 6.25% by Xu Jian (#% i) and 5.25% by Chen Pangfei (BENE ), all of whom are independent
third parties.

Shanghai Zhongdefu was established as a limited liability company under the laws of the PRC on March 21, 2013, and

is principally engaged in sales and after-sales services of cremation devices.
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(IIT) FURTHER DETAILS OF OUR CORPORATE RESTRUCTURING STEPS

An overview of the key steps leading to our corporate structure is outlined in sections A to D
under “(II) An Outline of Our Development History and Corporate Structure” above. The sections
below set forth in greater detail the key steps involved, in the same order as they appear in “(II) An
Outline of Our Development History and Corporate Structure” above.

A. OUR PRINCIPAL OPERATING ENTITIES

The history and development of the principal operating entities of our Group are set forth below:

1. Shanghai FSY Industry Development

Shanghai Zhongfu Real Estate established Shanghai FSY Industry Development on February 21,
1994 with an initial registered capital of RMB1 million. The registered capital was subsequently
increased to RMB 30 million, to which Anhe, Zhongfu and Shanghai Zhongfu (a former wholly-owned
subsidiary of Zhongfu) contributed 50%, 20% and 30% respectively.

Anhe engages in, among others, projects investment, projects investment consultation, asset
management, real estate development and consultation. Anhe is owned by the beneficial shareholders
of FSG Holding. Anhe recognized the potential of the death care industry in the PRC and was
interested in investing in the PRC death care industry. Anhe recognized that Zhongfu had a burial
services business in the PRC operated through Shanghai FSY Industry Development. After arm’s
length negotiation between Anhe and Zhongfu, Anhe decided to cooperate with Zhongfu and became
a 50% shareholder of Shanghai FSY Industry Development in 1998. Both Anhe and Zhongfu were
responsible for strategic planning and business development of Shanghai FSY Industry Development.
The two shareholders manage the business affairs of Shanghai FSY Industry Development through
nomination of directors to the board of Shanghai FSY Industry Development. Anhe and Zhongfu’s
respective obligations as shareholders of Shanghai FSY Industry Development are typical obligations
required of shareholders in a 50-50 PRC joint venture, covering subscription and funding obligations
and joint responsibilities over the joint venture management acting through its board of directors. The
source of funding in relation to Anhe’s acquisition of 50% interest in Shanghai FSY Industry
Development in 1998 was provided by the beneficial shareholders of Anhe.

In November 2006, Anhe, Zhongfu and Shanghai Zhongfu transferred an aggregate 30% of their
beneficial interests in Shanghai FSY Industry Development to the Initial Group Individual
Shareholders for an aggregate consideration of RMBY9 million, which was equivalent to 30% of the
registered capital of Shanghai FSY Industry Development. Our Group recorded a total net profit of
RMB63.2 million from January to November 2006 based on our management accounts, which is
significantly higher than the aforesaid consideration of only RMB9 million. Such equity transfers were
intended to incentivize the Initial Group Individual Shareholders to make continued contributions to
our Group and the consideration was negotiated with the purpose of providing an incentive to the
Initial Group Individual Shareholders for retaining their services with our Group. We considered that
the consideration of RMBO9 million, which was determined based on registered capital, could achieve
such a purpose. Furthermore, it was not uncommon at that time for PRC companies to use registered
capital to determine the consideration for equity transfers. Based on the above, we considered that the
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consideration was fair and reasonable. Upon completion of such equity transfers, Shanghai FSY
Industry Development was beneficially owned as to 35% by Anhe, 35% by Zhongfu (including
Shanghai Zhongfu) and 30% by the Initial Group Individual Shareholders. The Initial Group
Individual Shareholders entered into nominee arrangements with Anhe and Zhongfu (including
Shanghai Zhongfu) pursuant to which Anhe and Zhongfu acted as nominee shareholders for the Initial
Group Individual Shareholders. For the rationale of our nominee arrangements, see “(II) An Outline
of Our Development History and Corporate Structure — E. Rationale for Nominee Arrangements”
above. As advised by our PRC legal advisors, Watson and Band Law Offices, (i) the acquisition of the
30% beneficial interest in our Group by the Initial Group Individual Shareholders has complied with
the then applicable PRC laws, rules and regulations and will not be subject to any challenges by the
PRC government authorities; and (ii) there was no restriction under the then applicable PRC laws,
rules and regulations for the Initial Group Individual Shareholders to directly hold the 30% beneficial

interest in our Group.

At the time when the incentive was offered to the Initial Group Individual Shareholders, the
shareholders of Shanghai FSY Industrial Development were Zhongfu and Anhe, each holding a 50%
equity interest in Shanghai FSY Industrial Development. The incentive offered to Initial Group
Individual Shareholders and the identities of the Initial Group Individual Shareholders were approved
by Zhongfu and Anhe. The incentive offered to Mr. Bai was made alongside with a number of other
Initial Group Individual Shareholders by Shanghai FSY Industrial Development as an incentive for
their past contribution to the Group, whereas the Lupu Bridge project was undertaken by an affiliate
of Zhongfu and the public funds were used solely for the Lupu Bridge project instead of rewarding
any individual or person, including Mr. Bai. Based on the above, we consider that the mentioned two
incidents are unrelated to each other.

Pursuant to the then prevailing national policies and as requested by the governmental
authorities, Zhongfu had carried out a shareholding reform in 2000 to convert itself into a limited
liability company. According to (i) an agreement executed by Hongfu, Zhongfu and China
Shipbuilding Industrial Trading Shanghai Co., Ltd. (PEMHAI T2EE 5 LiE/AF]) (“China
Shipbuilding”) on December 8, 2000 confirming that China Shipbuilding did not and will not make
any capital contribution to Zhongfu and that it held a 60% equity interest in Zhongfu on behalf of
Hongfu; (ii) a confirmation letter issued by the Government Offices Administration Center of MCA
(REGRH S & P .0) (the “GOAC”) on January 24, 2008 confirming that the GOAC did not
make any capital contribution to Zhongfu and that it held 10% equity interest in Zhongfu on behalf
of Hongfu; and (iii) two arbitration awards made by the Shanghai Arbitration committee in 2009 and
2011, which the then shareholders of Zhongfu (namely, Hongfu, the GOAC and China Shipbuilding)
desired to ascertain whether the ownership of the equity interest in Zhongfu was indeed vested in
Hongfu and therefore submitted the said issue for arbitration, and as advised by our PRC legal advisor,
Watson & Band Law Offices, Zhongfu was not deemed to be a collectively-owned or stated-owned
company in 2006 when the 30% interest in our Group was acquired by the Initial Group Individual
Shareholders. As a result, our Group’s assets are not state-owned or collectively-owned assets and
therefore, the equity transfer in 2006 is not subject to any asset appraisal and approval requirements.
Our PRC legal advisors also confirmed that the GOAC, an authority administered by the MCA, is a

competent authority to provide confirmation in this respect.

119



HISTORY AND REORGANIZATION

Pursuant to (i) the Temporary Regulations on the Supervision and Management of Enterprise
State-owned Assets ({>ZEEA & BB &M 174H6]), a PRC regulation promulgated by the State
Council in 2003, and (ii) the Law on Enterprise State-owned Assets (¥ A EE L), state-owned
assets refer to interests acquired as a result of the capital contribution made by the State. Despite the
fact that China Shipbuilding is a state-owned enterprise, and GOAC not being a state-owned enterprise
but is a department of MCA, they did not make any capital contribution to Zhongfu nor had any
involvement in the business operation of Zhongfu. To the best of our Company’s knowledge,
Zhongfu’s assets had never been registered with the State-owned Assets Supervision and
Administration Commission as state-owned assets, and our Company is not aware of any official
record which indicated that our Group’s assets were registered as state-owned assets in 2006. As set
out above, the Government Offices Administration Center of MCA confirmed that GOAC did not make
any capital contribution to Zhongfu and that the 10% equity interest in Zhongfu was held by GOAC
on behalf of Hongfu. In addition, as set out in Zhongfu’s reform agreement entered into among
Zhongfu, Hongfu and China Shipbuilding in 2000, China Shipbuilding confirmed that the rights,
responsibilities and obligations relating to China Shipbuilding’s 60% interest in Zhongfu indeed
belonged to Hongfu. Therefore, the 30% equity interest in Shanghai FSY Industry Development was
transferred to the Initial Group Individual Shareholders in accordance with the then applicable PRC
laws. Furthermore, the two arbitrations later have also concluded that Hongfu owns the entire equity
interest in Zhongfu since Zhongfu’s shareholding reform in 2000. Based on the foregoing reasons, the
equity interests in Zhongfu were not considered as state-owned assets or collectively-owned assets
since Zhongfu’s shareholding reform in 2000 and Zhongfu’s assets were not registered by the
government as stated-owned assets or collectively-owned assets. As such, the transfer of 30% equity
interest in Shanghai FSY Industry Development in 2006 to the Initial Group Individual Shareholders
was not subject to any asset appraisal and approval requirements for transfer of state-owned assets.

As Shanghai FSY Industry Development acquired or invested in other subsidiaries of our Group,
the shareholders of Shanghai FSY Industry Development have evolved to become Shareholders of our
Group.

In August 2009, as an incentive to Zhao Yu, our joint company secretary, to join our Group,
Zhongfu agreed to transfer 2.8% of its beneficial interest in our Group to Zhao Yu or any party
designated by him. Zhao Yu directed Zhongfu to transfer such beneficial interest to Faithful Hope, a
company then held 30% by Zhao Yu and 70% by Zhao Zhichao, a relative of Zhao Yu, for the
consideration of HK$1. Zhongfu acted as nominee shareholder for Faithful Hope. Thus, Zhao Yu, who
was beneficially interested in 0.84% (30% of 2.8%) in our Group, together with the 1.149% interest
he acquired from Lin Hung Ming, our non-executive Director, which had been held through a separate
nominee arrangement with Double Riches (see below), Zhao Yu held a total 1.989% beneficial interest
in our Group. In addition, since then and until July 9, 2013, Zhongfu had continued to act as the
nominee shareholder for Faithful Hope as to 1.96% (i.e. the remaining 70% of the 2.8% interest) of
our Group, which was beneficially owned by Zhao Zhichao.

In November 2009, Tan Leon Li-an, our executive Director, Lin Hung Ming, our non-executive
director, and Tan Richard Lipin, formerly a director of our Company, transferred an aggregate of
8.84% of their beneficial interests in our Group to 14 individuals (including the transfer of 1.149%
interest in our Group from Lin Hung Ming to Zhao Yu mentioned above). These 14 individuals became
part of the Group Individual Shareholders, in consideration of their contributions to our Group or as
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incentive for their continued service to our Group. Each of these 14 individuals paid a nominal
consideration of RMB1 for the aforesaid equity transfers. Upon completion, the Group Individual
Shareholders hold an aggregate of 30% beneficial interest in our Group. Anhe and Zhongfu continued
to acted as nominee shareholders for the Group Individual Shareholders until early 2012 when Double
Riches replaced Anhe and Zhongfu as nominee shareholder for the Group Individual Shareholders
through its subscription for 30% interests in Treasure Bridge, formerly the sole Shareholder of our
Company. Save as disclosed above, there was or is no shareholders’ agreement, arrangement or
understanding between Anhe, Zhongfu, the management employees of Zhongfu, the Initial Group
Individual Shareholder and the Group Individual Shareholders.

On February 9, 2011, Anhe, Zhongfu and Shanghai Zhongfu entered into an equity transfer
agreement with Chongqing FSY Industrial, pursuant to which Anhe, Zhongfu and Shanghai Zhongfu
agreed to transfer their respective equity interests in Shanghai FSY Industry Development to
Chongqing FSY Industrial for a total consideration of RMB30 million, which was determined based
on the registered capital of Shanghai FSY Industry Development. Upon completion of such equity
transfers, Shanghai FSY Industry Development became a wholly-owned subsidiary of Chongqing FSY
Industrial. Shanghai FSY Industry Development is principally engaged in the provision of burial
services. For the reasons of the above equity transfer, see “(III) Further Details of Our Corporate
Restructuring Steps — B. Our PRC Intermediate Holding Companies — 2. Chongqing FSY Industrial”

below.

2. Chongqing Anle Services

Chongqing Anle Services was established as a limited liability company under the laws of the
PRC on September 11, 1997 with a registered capital of RMB1 million which was fully paid-up by
September 4, 1997. Chongqing Anle Services is principally engaged in the provision of funeral
services in Chongqing. The initial registered capital of Chongqing Anle Services was held as to 90%
by Zhang Jide (5R#7E), 5% by Chongqing Xingfu Trading Co., Ltd.* (EEEEE % AR EILAA)
and 5% by Chongging Jianlin Technological Product Development Co., Ltd.* (E B s MR A o 35
/5 7]), all being independent third parties.

On April 10, 2002, Shanghai FSY Industry Development and Wang Jisheng, our executive
Director, acquired 90% and 10% equity interests in Chongqing Anle Services, respectively, for an
aggregate consideration of RMB15.5 million, which was determined based on the registered capital of
Chongqing Anle Services. Between 2002 and 2010, Wang Jisheng acted as nominee shareholder to
hold the 10% equity interest in Chongqing Anle Services for Shanghai FSY Industry Development. On
August 15, 2010, Wu Hua, an employee of our Group, replaced Wang Jisheng as nominee shareholder
for Shanghai FSY Industry Development. All nominee arrangements were subsequently terminated
when Fumao acquired from Wu Hua 10% equity interest in Chongqing Anle Services for the
consideration of RMBO.1 million, which was determined based on the registered capital of Chongqing
Anle Services.
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3. Shandong FSY Development

Shandong FSY Development was established as a limited liability company under the laws of the
PRC on December 29, 2001 with a registered capital of RMBI10 million and has been principally
engaged in the provision of burial services. When Shandong FSY Development was established, it was
held as to 50% by Shandong World Trade Centre* (Ll {5 % % #1.0»), an independent third party,
40% by Zhongfu and 10% by Cao Ping (¥°F), an independent third party. Zhongfu had been holding
40% interest in Shandong FSY Development as nominee shareholder for Shanghai FSY Industry
Development. In 2011, following the equity transfers by Zhongfu and Cao Ping of their respective
interests in the company to Chongqing FSY Industrial, Shandong FSY Development was held as to
50% by Chongqing FSY Industrial and 50% by Shandong World Trade Centre. All nominee
arrangements were subsequently terminated. After the acquisition, Chongqing FSY Industrial
appointed three out of five directors of Shandong FSY Development so as to direct the financial and
operational policies of Shandong FSY Development. Shandong FSY Development became an indirect
50%-owned subsidiary of Chongqing FSY Industrial.

4. Hefei Dashushan Co

Hefei Dashushan Co was established as a limited liability company under the laws of the PRC
on February 22, 2002 with a registered capital of RMB10 million and has been principally engaged
in provision of burial services. When Hefei Dashushan Co was established, it was held as to 40% by
Hefei Shushan Lieshi Lingyuan Management Department* ({5 JE%j) L% FEEHE) (“Hefei
Shushan”), an independent third party, 40% by Anhe and 20% by Shanghai FSY Industry
Development. Anhe acted as nominee shareholder holding 40% interest in Hefei Dashushan Co for
Shanghai FSY Industry Development. In 2011, following an equity transfer by Anhe of its interest in
the company, Hefei Dashushan Co was held as to 40% by Chongqing FSY Industrial, 40% by Hefei
Shushan and 20% by Shanghai FSY Industry Development, with no outstanding nominee arrangement.

5. Henan FSY Industrial

Henan FSY Industrial was established as a limited liability company under the laws of the PRC
on July 7, 2003 with an initial registered capital of RMBS5 million and has been principally engaged
in the provision of burial services. Henan FSY Industrial was established by five individuals, each
being an independent third party.

On February 28, 2008, Shanghai FSY Industry Development acquired 55.01% interest in the
company for RMB55.56 million. During the three years ended December 31, 2012 and up to January
14, 2013, our Group has 72.76% voting rights in the shareholders’ meeting of Henan FSY Industrial,
55% of which was directly held by our Group, and 17.76% of which was assigned unconditionally and
without conditions to our Group, while a valid resolution requires more than 66.67% of the vote from
all shareholders. Our Group has the practical ability to direct the relevant activities of Henan FSY
Industrial unilaterally. Therefore, Henan FSY Industrial is accounted for as a non-wholly owned
subsidiary of our Company for the three years ended December 31, 2012 and up to January 14, 2013.
Shanghai FSY Industry Development entered into equity transfer agreements with seven individuals,
being the then shareholders of Henan FSY Industrial, to acquire the remaining 44.99% equity interest
in Henan FSY Industrial on December 14, 2012 and December 16, 2012, respectively, for the
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aggregate consideration of RMB17.69 million. The registrations of these equity transfers were
completed in January 2013 and March 2013, respectively. Upon completion of such equity transfers,
Henan FSY Industrial became a wholly-owned subsidiary of Shanghai FSY Industry Development.

6. Jinzhou Maoshan Anling

Jinzhou Maoshan Anling was established as a limited liability company under the laws of the
PRC on January 7, 2004 with an initial registered capital of RMB4 million and has been principally
engaged in the provision of burial services. The initial registered capital of Jinzhou Maoshan Anling
was contributed 51% by Jinzhou City Cemetery Management Department* (& JH 2 2 45 H )
(“JCCMD”), and 49% in aggregate by 20 individuals, including Zhao Limin, who subsequently
became the general manager of Jinzhou Maoshan Anling. Of the 20 individuals, Zhao Limin
contributed capital for 17.75% interest in the company. All of the individuals were independent third
parties.

Between 2007 and 2012, Zhao Limin made a series of acquisitions for an aggregate interest of
66.52% in Jinzhou Maoshan Anling, bringing his total interest in Jinzhou Maoshan Anling to 84.27%.
On May 6, 2012, Zhao Limin and Chongqing FSY Industrial entered into the first equity transfer
agreement, pursuant to which Zhao Limin agreed to transfer his 50.1% equity interest in Jinzhou
Maoshan Anling to Chongqing FSY Industrial for the consideration of RMB60 million, having regard
to the results of an independent valuation and following arm’s length negotiations. On May 25, 2012,
Zhao Limin and Chongqing FSY Industrial entered into a second equity transfer agreement, pursuant
to which Zhao Limin agreed to transfer his remaining 34.17% equity interest in Jinzhou Maoshan
Anling to Chongqing FSY Industrial for the consideration of RMB10 million, having regard to the
results of an independent valuation and following arm’s length negotiations. When our Group
negotiated with Zhao Limin to acquire his equity interest in Jinzhou Maoshan Anling, the acquisition
was negotiated on the basis that the Group would acquire the entire equity interest in Jinzhou Maoshan
Anling. Apart from the 84.27% equity interest owned by Zhao Limin at that time, it was agreed that
Zhao Limin would assist the Group to acquire the remaining equity interest, including participate in
public auction. The consideration was negotiated and agreed based on the valuation of the entire
equity interest of Jinzhou Maoshan Anling at that time having regard to the results of an independent
valuation, and it was also agreed that the transfer of the 84.27% equity interest would carry out in two
tranches. Notwithstanding that the consideration of the equity interest in the two tranches appeared to
be different, the total consideration for the acquisition of the entire equity interest in Jinzhou Maoshan

Anling remained the same as that agreed between our Group and Zhao Limin.

On December 31, 2012, Zhao Limin acquired the remaining 15.73% interest in Jinzhou Maoshan
Anling together with other unrelated assets from JCCMD in a public auction for the consideration of
RMB12.35 million. It was agreed between Zhao Limin and our Group that he would assist our Group
to acquire the remaining equity interest in Jinzhou Maoshan Anling. As such Zhao Limin participated
in the public auction to acquire the 15.73% equity interest. On January 10, 2013, Chongqing FSY
industrial entered into a third equity transfer agreement with Zhao Limin pursuant to which Zhao
Limin agreed to transfer his 15.73% equity interest in Jinzhin Maoshan Anling to Chongqing FSY

Industrial for the consideration of RMB11.0 million, having regard to the results of an independent
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valuation and following arm’s length negotiations. Our Group did not acquire any other assets of
JCCMD other than the 15.73% equity interest from Zhao Limin as our Group was of the view that
these other assets were not relevant to our Group’s business. Upon completion of the above equity

transfers, Jinzhou Maoshan Anling became wholly-owned by Chongqing FSY Industrial.

As advised by our PRC legal advisors, Watson & Band Law Offices, the change in ownership of
the cemetery owned by Jinzhou Maoshan Anling since its establishment, through equity transfers

among our Group, JCCMD and Zhao Limin, complied with the laws and regulations of the PRC.

7. Shanghai Nanyuan

Shanghai Nanyuan was established as a limited liability company under the laws of the PRC on
January 25, 2007 with a registered capital of RMB50 million and has been principally engaged in the
provision of burial services. The registered capital of Shanghai Nanyuan was contributed 40% by
Shanghai Lingang, an independent third party, 20% by Shanghai Agricultural Industrial and
Commercial Group East Ocean Company* (|1 & 7% £ [ 5 #8/A ), an independent third party
and 40% by Shanghai FSY Industry Development. On January 4, 2013, Shanghai FSY Industry
Development entered into an agreement with other shareholders of Shanghai Nanyuan, pursuant to
which all other shareholders of Shanghai Nanyuan irrecoverably assigned to Shanghai FSY Industry
Development the rights to manage and formulate financial and operation policies of Shanghai

Nanyuan. Shanghai Nanyuan became a 40% owned subsidiary of our Company.

8. Hefei Renben

Hefei Renben was established as a limited liability company under the laws of the PRC on
September 27, 2008 with a registered capital of RMB1.2 million contributed by Hefei Dashushan Co
and has been principally engaged in the provision of funeral services. Hefei Renben is our non

wholly-owned subsidiary through our interest in Hefei Dashushan Co.

9. Hefei Huazhijian

Hefei Huazhijian was established as a limited liability company under the laws of the PRC on
May 13, 2010 with a registered capital of RMBO0.5 million contributed by Hefei Dashushan Co and has
been principally engaged in the provision of flowers and related designing services. Hefei Huazhijian

is our non wholly-owned subsidiary through our interest in Hefei Dashushan Co.
For details of other PRC subsidiaries of our Group, see “Statutory and General Information —

A. Further Information About Our Group — 4. Details of subsidiaries and entities owned by our
Group” in Appendix V to this prospectus.
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B. OUR PRC INTERMEDIATE HOLDING COMPANIES

We underwent the following restructuring steps which involved the establishment and equity
transfers of Chongqing FSY LLP and Chongqing FSY Industrial, each our key PRC intermediate
holding entities, as well as Shanghai FSY Corporate Management Consultancy and Chongqing
Fuyuan:

1. Chongqing FSY LLP

Partnership Structure

Chongqing FSY LLP was established as an LLP under the laws of the PRC on November 10, 2010
with a total capital of US$500 million. Chongqing FSY LLP was held as to 80% by Rich Base, a
company beneficially owned by Zhongfu and FSG Holding in equal proportions, as limited partner,
19% by Chongqing FSY Consultancy as limited partner and 1% by Zhang Shiyao as general partner.
A nominee arrangement was adopted whereby Zhang Shiyao acted as nominee shareholder for Anhe,
Zhongfu and the Group Individual Shareholders. Chongqing FSY LLP is an investment holding entity.
Under the PRC partnership law, the respective partners’ interests and their shares of distribution in the
limited partnership are not required to correspond to the amount of capital contributions made by the
partners. The general partner Zhang Shiyao was previously our chief accountant. He held offices in
two of our subsidiaries, namely Jinzhou Maoshan Anling at which he was a director and Shanghai
Nanyuan at which he was a supervisor. Before the Listing, he had resigned from all offices and
positions with the Group. Zhang Shiyao holds 9.86% interests in Double Riches, one of our

Shareholders, and in turn indirectly holds 0.786% interests in our Company.

On October 10, 2011, the then partners of Chongqing FSY LLP entered into a partnership
agreement pursuant to which Rich Base agreed to transfer its 80% partnership interest in Chongqing
FSY LLP to FSY Hong Kong at nil consideration on the basis that Rich Base had not made any
contribution to the capital of Chongqing FSY LLP. As a result, FSY Hong Kong became a limited
partner of Chongqing FSY LLP. Upon completion of such transfer, Chongqing FSY LLP was held as
to 80% by FSY Hong Kong as limited partner, 19% by Chongqing FSY Consultancy as limited partner
and 1% by Zhang Shiyao as general partner.

On April 19, 2012, Zhang Shiyao, the general partner of Chongqing FSY LLP, agreed to transfer
his 1% partnership interest in Chongqing FSY LLP to Fumao for nil consideration. Fumao has a
registered capital of RMBS5 million as at the Latest Practicable Date. Upon completion of such
transfer, Chongqing FSY LLP was held as to 80% by FSY Hong Kong as limited partner, 19% by

Chongqing FSY Consultancy as limited partner, and 1% by Fumao as general partner.
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Characteristics of LLP

Chongqing FSY LLP was established as an LLP under the laws of the PRC as an intermediate
holding entity of our PRC operating subsidiaries. Compared to a WFOE, an LLP has a number of key

features which are different from a WFOE, they are set out below:

Form of capital contribution . . .

Minimum registered capital. . . .

Decision making power. ......

Taxation

LLP

WFOE

An LLP structure can offer a
more flexible approach to the
form of capital contribution. It
can take the form of tangible
property, intellectual property
rights, land use rights or other
proprietary rights besides cash
contribution. There is no
minimum percentage of cash
contribution for a LLP.

There is no requirement on the
minimum registered capital for
an LLP to become an
investment company under the
current applicable PRC law.

The partners of an LLP enjoy a
higher degree of liberty in
regulating the relationship
between partners as well as the
corporate governance and other
aspects of the LLP, including
distribution of profits and
matters relating to investments
in other businesses. Decisions
of an LLP are made by its
partners at their partners
meetings, equivalent to board
meetings of a WFOE.

An LLP will not be subject to
enterprise income tax as only
the partners of an LLP will be
subject to taxation such as
enterprise income tax or
personal income tax.
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The form of capital contribution
of a WFOE includes cash,
machinery and equipment,
industrial property rights and
proprietary technology rights.
However, cash contribution
from the shareholders shall
constitute at least 30% of the
registered capital of the WFOE.

A WFOE is required to have a
minimum US$30 million of
registered capital if it intends
to be an investment company
under the PRC laws and
regulations system.

Authorities in regulating the
WFOE rest with its equity
holders. Directors of a WFOE
are responsible for executing
business operations of the
WFOE, they shall act in
accordance with the PRC
company law and articles of
association of the WFOE, and
are responsible to the equity
holders.

A WFOE will be subject to an
enterprise income tax rate of
25% on its income.
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There are other restrictions imposed on the foreign investor(s) of a WFOE which plans to make
equity investments in other companies which are not applicable to investment in an LLP. In addition,
the LLP structure was preferred as under the then PRC law in force in 2010, it was considered as a
foreign entity when it invested in other PRC entities, and the LLP structure would allow a more
flexible funding structure as foreign funding would not be subject to usual limitations relating to the
limits of registered capital that would apply to a WFOE. Therefore, for the purpose of funding our
business expansion through our PRC subsidiaries, Chongqing FSY LLP was established in 2010 to
become our PRC holding company.

That our PRC holding company takes the form of an LLP will not offer our Shareholders a lesser
degree of shareholders protection or lower corporate governance standards compared to those afforded
to a WFOE. Our Company controls and manages our operating subsidiaries through our PRC holding
company Chongqging FSY LLP. Our ability to control and manage the members of our Group and their
business is no less effective than it would have been if Chongqing FSY LLP were to adopt a WFOE
structure. Our control, shareholders protection and corporate governance standards are not in any
material way compromised by the choice of an LLP structure on the basis that:

(i) Accountability: Chongqing FSY LLP is a wholly-owned subsidiary of our Company, with
its highest decision making authority vested with its partnership meetings. Both the general
partner and the limited partners of Chongqing FSY LLP are wholly-owned subsidiaries of
our Company. Comparing this LLP partnership structure with the board of directors
structure whose directors are to be nominated by the WFOE’s parent, Chongqing FSY LLP
is at least equally accountable to our Company and its interests;

(ii) Decision-making powers: In terms of their respective highest decision-making authority,
the powers that are exercisable under the authority of a partners meeting of Chongqing FSY
LLP over its business and other affairs are not limited compared to the scope of the powers
typically exercisable at the shareholders meeting of a WFOE. The choice of an LLP over
a WFOE will not prejudice the powers enjoyed by our Shareholders over the holding
company or its subsidiaries; and

(iii) Shareholders safeguards: In terms of business autonomy, shareholders safeguards and
corporate governance measures, the partnership agreement is no less restrictive a
constitutional document than what would be permissible under the articles of association,
the constitutional document for a WFOE. None of the matters agreed in the partnership
agreement of Chongqing FSY LLP would result in a lesser shareholder safeguard or a lower
corporate governance standard than that offered under typical terms of a WFOE articles of
association, considering our wholly-owned structure.

Based on the above reasons, our Company considered that an LLP was and remains a preferred
form of intermediate holding entity to hold investments in our PRC operating subsidiaries. As advised
by our PRC legal advisors, Watson & Band Law offices, (i) the introduction of the LLP as a holding
company for our Group is in compliance with the relevant PRC laws and regulations and does not
violate any PRC laws and regulations; and (ii) there is no legal impediment under the PRC laws, rules
and regulations for our Group to hold its interests in the PRC subsidiaries via a WFOE rather than an
LLP.
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In terms of LLP liability, as advised by our PRC legal advisors, Watson and Band Law Offices,
the liability of a limited partner to a creditor of an LLP is limited to its equity in the LLP while the
general partner is exposed to unlimited liability, which includes its own registered capital and the
equity interest in its immediate subsidiaries in the PRC. Further, with Chongqing FSY LLP as our PRC
holding company, Fumao’s exposure is limited to its registered capital and equity interest in its
immediate subsidiaries in the PRC. Since the general partner and limited partners of Chongqing FSY
LLP are wholly-owned subsidiaries of our Company, Chongqing FSY LLP is in substance
wholly-owned by our Group. Besides, the intermediate holding companies of our Group holding equity
interest in the general partner and limited partners of Chongqing FSY LLP are limited liability
companies, therefore the unlimited liability nature of the general partner extends only to the limited
liability company which holds the general partner’s interests and not beyond. The subsidiaries directly
owned by Fumao include (i) Chongqing FSY Consultancy, which is a wholly-owned subsidiary of
Fumao, with registered capital of RMB10 million, and is an investment holding company; (ii)
Shanghai FSY Corporate Management Consultancy, which is owned as to 90% by Fumao and 10% by
Shanghai FSY Funeral Arrangement Services (an indirect wholly-owned subsidiary of our Company),
with registered capital of RMBS5 million, and its principal activity is the provision of consulting
services relating to burial and cemetery maintenance; and (iii) Chongqing Anle Funeral Services,
which is owned as to 80% by Fumao and 20% by Chongqing Anle Services (an indirect wholly-owned
subsidiary of our Company), with registered capital of RMB1 million, and its principal activity is the
provision of funeral services. Fumao’s immediate subsidiaries, namely, Chongqing FSY Consultancy,
Shanghai FSY Corporate Management Consultancy and Chongqing Anle Funeral Services, in
aggregate contributed only 4.18% and 4.24% of our revenue for the year ended December 31, 2012
and six months ended June 30, 2013, respectively. As such, we believe that Fumao’s immediate
subsidiaries and their operations are not material to our Group. For details of the potential risks
relating to the use of an LLP in our Group structure, see “Risk Factors — One of our subsidiaries,
Fumao, which is the holding company for some of our subsidiaries in the PRC, could potentially be
subject to unlimited liability on account of being a general partner of our subsidiary, Chongqing FSY
LLP” of this prospectus.

2. Chongqing FSY Industrial

Chongqing FSY Industrial was established as a limited liability company under the laws of the
PRC on January 18, 2011 with a registered capital of RMB54.3 million. Chongqing FSY Industrial was
held by Chongqing FSY LLP as to 30%, Zhongfu (including Shanghai Zhongfu) as to 35%, and Anhe
as to 35%.

Each of Zhongfu (together with its subsidiary Shanghai Zhongfu) and Anhe fulfilled their
respective 35% capital contribution obligations by injecting their interests in Shanghai FSY Industry
Development, Shandong FSY Development and Hefei Dashushan Co to Chongqing FSY Industrial in
return for an aggregate of 70% equity interest in Chongqing FSY Industrial. The remaining 30%
interest was acquired by Chongqing FSY LLP. Zhongfu, Shanghai Zhongfu and Anhe held in aggregate
21% interest in Chongqing FSY Industrial as nominee shareholders for the Group Individual
Shareholders.
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On March 28, 2011, the then shareholders of Chongqing FSY Industrial entered into an equity
transfer agreement, pursuant to which Zhongfu, Shanghai Zhongfu and Anhe agreed to transfer an
aggregate of 70% in Chongqing FSY Industrial to Chongqing FSY LLP for the total consideration of
RMB38 million, which was determined based on the registered capital of Chongqing FSY LLP. After
such equity transfers, Chongqing FSY LLP became Chongqing FSY Industrial’s sole shareholder. The
reasons of such equity transfers were (i) to enable Chongqing FSY LLP to become our PRC holding
company; and (ii) to dispose of Anhe’s and Zhongfu’s respective interests in our PRC subsidiaries in
anticipation of their subsequent equity participation of our Group at the offshore holding company
level. At the offshore level, the shareholders of Anhe elected to have their interests in our Group to
be held through its offshore affiliate FSG Holding. Zhongfu elected to have its interest in our Group
to be held through its offshore subsidiary Fulechuan.

3. Shanghai FSY Corporate Management Consultancy

Shanghai FSY Corporate Management Consultancy was established as a limited liability
company under the laws of the PRC on September 9, 2002. Shanghai FSY Corporate Management
Consultancy is currently an investment holding company and has been principally engaged in the
provision of consulting services relating to burial and cemetery maintenance.

On March 8, 2011, Fumao acquired the entire equity interest in Shanghai FSY Corporate
Management Consultancy for the consideration of RMB4 million, which was determined based on the
registered capital of Shanghai FSY Corporate Management Consultancy.

On October 29, 2012, Fumao and Shanghai FSY Funeral Arrangement Services, each a
subsidiary, entered into an equity purchase agreement, pursuant to which Fumao agreed to transfer its
10% shareholding in Shanghai FSY Corporate Management Consultancy to Shanghai FSY Funeral
Arrangement Services for the consideration of RMB500,000, which was determined based on the
registered capital of Shanghai FSY Corporate Management Consultancy. Upon completion of such
transfer, Shanghai FSY Corporate Management Consultancy has been held 90% by Fumao and 10%
by Shanghai FSY Funeral Arrangement Services.

4. Chongqing Fuyuan

On January 20, 2012, Chongqing Fuyuan was established through FSY Hong Kong. Chongqing
Fuyuan is an investment holding company. On January 13, 2013, Chongqing Fuyuan acquired 100%
equity interest in Fumao.

Our other PRC intermediate holding companies are Fumao and Chongqing FSY Consultancy. As
advised by our PRC legal advisors, Watson & Band Law Offices, each of these companies was duly
established under PRC law and has remained validly existing for the purposes of their investment
holdings in our PRC subsidiaries. Further details of these PRC intermediate holding companies of our
Group can be referred to “Statutory and General Information — A. Further Information About Our
Group — 4. Details of subsidiaries and entities owned by our Group” in Appendix V to this prospectus.

Our PRC Legal advisors, Watson and Band Law Offices, are of the opinion that each of the
transfers was properly and legally completed and settled. Change of registration of equity interest was
legally completed.
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C. FORMATION OF OUR OFFSHORE HOLDING COMPANIES

In preparation for the Global Offering, the following offshore holding companies were

incorporated:

1. Incorporation of our Company

Our Company was incorporated in the Cayman Islands on January 5, 2012 to serve as the ultimate
holding company of our Group. The initial authorized share capital of our Company was US$50,000
divided into 50,000 shares of US$1 each. Upon incorporation, one share was issued and allotted to
Offshore Incorporations (Cayman) Limited as the initial subscriber, which was transferred to Treasure

Bridge for the consideration of US$1 on the same day.

On July 9, 2013, pursuant to the Shareholder’s resolutions passed by Treasure Bridge, (i) the par
value of our Shares was sub-divided from US$1 per Share to US$0.01 per Share, and as a result, the
total issued share capital of our Company increased to 100 Shares of par value of US$0.01 each; and

(i1) Treasure Bridge was issued and allotted 9,900 Shares.

On the same date, Treasure Bridge transferred (i) an aggregate of 22.037% of the issued share
capital of our Company to the BVI companies wholly-owned by the Group Direct Individual
Shareholders; and (ii) an aggregate of 2.8% to Real Path and Faithful Hope.

On August 19, 2013, Treasure Bridge transferred an aggregate 75.163% of the issued share
capital of our Company to Chief Union, FSG Holding and Double Riches. Upon completion, Chief
Union, FSG Holding and Double Riches hold 32.2%, 35% and 7.963% of the issued share capital of

our Company, respectively.

2. Incorporation of FSY Hong Kong and transfer of the entire issued share capital of FSY
Hong Kong to our Company

FSY Hong Kong was incorporated in Hong Kong on October 10, 2011 to act as our intermediate
holding company to hold all our businesses in the PRC. Prior to Global Offering, the authorized share
capital of FSY Hong Kong is HK$10,000 divided into 10,000 shares of HK$1 each. On February 14,
2013, our Company acquired the entire issued share capital of FSY Hong Kong for the consideration

of HK$2, which was determined based on the par value of FSY Hong Kong.

D. OUR SHAREHOLDERS

In preparation for the Global Offering, our Shareholders underwent a series of reorganization,

details of which are described below.
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Our Shareholders prior to reorganization

1. Treasure Bridge

Treasure Bridge was incorporated in the BVI on October 28, 2011 as an investment holding
company. The authorized share capital of Treasure Bridge was US$50,000 divided into 50,000 Shares
of US$1 each. On January 5, 2012, 35, 35 and 30 shares of Treasure Bridge were issued and allotted
to FSG Holding, Fulechuan and Double Riches, respectively, representing 35%, 35% and 30% of the
total issued share capital of Treasure Bridge, respectively.

2. Double Riches

Double Riches was incorporated in the BVI on October 28, 2011 as an investment holding
company. The authorized share capital of Double Riches was US$50,000 divided into 50,000 shares
of US$1 each. Tan Leon Li-an was the sole shareholder of Double Riches. Double Riches held 30%
interest in our Group as nominee shareholder for the Group Individual Shareholders.

3. FSG Holding

FSG Holding was incorporated in the BVI on December 6, 2011 and is an investment holding
company. The authorized share capital of FSG Holding is US$50,000 divided into 50,000 shares of
US$1.00 each. FSG Holding is held 28.15% by Pacific Millennium Investment Corporation, 22.22%
by SChase International Limited, 20% by Fast Answer Limited, 11.11% by Cheng I Chen, and the
remaining 18.52% by six individual shareholders. None of the six individuals holds more than 10%
interest in FSG Holding. Other than their shareholdings in FSG Holding, all the shareholders of FSG
Holding are independent of Zhongfu, the Group Direct Individual Shareholders and the Group Indirect
Individual Shareholders. Mr. Tan Tize Shune (also known as “Tan Chih Chun”), the father of Tan Leon
Li-an and an ultimate beneficial owner of FSG Holding, is entitled to exercise or control the exercise
of one-third or more of the voting power at general meetings of FSG Holding through (i) being a
settlor of a trust, which in turn is interested in the entire issued share capital of Pacific Millennium
Investment Corporation, the largest shareholder of FSG Holding; and (ii) being a settlor of another
trust, which in turn is interested in the entire issued share capital of Fast Answer Limited, the third
largest shareholder of FSG Holding. Together, Mr. Tan is interested in an aggregate of 48.15% of the
issued share capital of FSG Holding. The remaining ultimate beneficial owners of FSG Holding
comprise eight individuals, one of whom is Lin Hung-Ming, our non-executive Director. Other than
their shareholdings in FSG Holding, all the ultimate beneficial owners of FSG Holding are
independent of Zhongfu, the Group Direct Individual Shareholders and the Group Indirect Individual
Shareholders. The ultimate beneficial owners of FSG Holding (and Anhe prior to FSG Holding became
a Shareholder of our Group) participated in our Group’s development though nomination of Directors
to the Board and their shareholding in Anhe/ FSG Holding. The Directors nominated by Anhe/ FSG
Holding participated in Board meetings to formulate business strategies and directions of our Group,
and contributed to our Group’s development, including (i) formulation of our Group’s corporate
governance policies and business strategies; (ii) offering recommendations to enhance the
administrative policies and structure of our Group; and (iii) putting forward potential opportunities
identified by Anhe to our Group, for instance Anhe assisted our Group in the establishment of Hefei
Dashushan Co in Anhui Province and its initial business start-up.
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4. Fulechuan

Fulechuan was incorporated in Thailand on October 19, 2010 and is an investment holding
company. The registered capital of Fulechuan is Baht 2,000,000, divided into 2,000 shares at par value
of Baht 1,000 each. Upon incorporation in October 2010, 1,998 shares, one share and one share of
Fulechuan were issued and allotted to Zhongfu, Bai Xiaojiang, our executive Director, and Zhao Yu,
our joint company secretary, respectively. Bai Xiaojiang and Zhao Yu are holding such shares as
nominee shareholders for Zhongfu for the purpose of complying the relevant Thai Law which requires
at least three shareholders. Zhongfu’s decision to incorporate a company in Thailand was solely out
of expediency, instead of a strategic choice. Zhongfu intended to set up an overseas company to act
as its overseas investment holding entity. According to the Company, since Zhongfu has explored
investment opportunities in Thailand before, it is relatively more familiar with the business
environment and the relevant legal requirements in Thailand than other places, and it also has some
local contacts who could help facilitate the incorporation procedures. Therefore Zhongfu decided to
incorporate an overseas company in Thailand. Accordingly, a Thai company, Fulechuan, was
incorporated in 2010 and Zhongfu obtained a formal approval of registration from MOFCOM in 2010
approving Zhongfu’s investment in Fulechuan. Zhongfu’s interest in our Group is held through
Fulechuan since (i) Fulechuan is the only overseas incorporated investment holding company owned
by Zhongfu within the Zhongfu group at the relevant time; and (ii) it is more convenient for Zhongfu
to use an existing overseas company to hold interest in our Group instead of going through certain
procedures and incur additional costs to incorporate a new overseas company.

5. Zhongfu

Established on July 15, 1985, Zhongfu traced its origins to China Welfare Fund for the
Handicapped (the “Welfare Fund”). The Welfare Fund was a foundation established and administered
by the PRC State Council and Zhongfu was established as a collectively-owned company by an
enterprise under the direct administration of the Welfare Fund. Back in 1985 when Zhongfu was
established, the PRC company law had not been enacted and promulgated. Establishment of a PRC
enterprise must be sponsored by a PRC government authority. Our PRC legal advisors confirmed that
such approach to the enterprise formation was the only way to establish a PRC enterprise before the
current PRC company law regime was introduced. In 1990, Zhongfu was redesignated to and under the
administration of MCA when the interest of Zhongfu was assigned to China Zhongfu Corporation,
which was administered by MCA.

Under the then applicable PRC regulations when Zhongfu was established, there were no
requirements for enterprises to have a shareholding structure, minimum registered capital or any
capital verification requirements. Therefore, Zhongfu did not have any shareholders at that time and
was registered as a collectively-owned enterprise to satisfy the applicable PRC regulations at that
time. None of Zhongfu’s capital funding was contributed by collectively-owned or state-owned
organization. Zhongfu raised its initial working capital in the form of trade credits and bank
borrowings after its establishment. Despite Zhongfu was established as a collectively-owned
enterprise, the businesses and assets of Zhongfu are not in the nature of collectively-owned or
state-owned assets and not subject to collectively-owned or state-owned asset registration
requirements. Our PRC legal advisors confirmed that based on the fact that none of Zhongfu’s capital
funding has a collectively-owned organization or state-owned enterprise source, and none of the
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Zhongfu’s assets have been registered with SASAC as state-owned assets, Zhongfu’s assets were not
collectively-owned or state-owned assets and will not be subject to expropriation or nationalization
risks as a matter of PRC law.

Zhongfu primarily engages in export and import trading business, investment and provision of
consultancy services. Its wide scope of business allowed it to invest in a broad range of business
activities except for regulated businesses such as financial services. In particular, Zhongfu is legally
permitted to invest in the funeral and burial services sector. Since Zhongfu was under the
administration of MCA and MCA is the regulator overseeing the funeral and burial industry in the
PRC, Zhongfu had a first mover advantage to familiarize with and seize the potential opportunities in
the death care services industry in the PRC back then. Considering the potential of the death care

services industry in the PRC, Zhongfu decided to invest in this business with the support of MCA.

Zhongfu, through its wholly-owned subsidiary, established Shanghai FSY Industry Development
in 1994. At the early stage of our Group’s development, Zhongfu was responsible for supervising the
strategic planning and business development of our Group and assigned key management team
members to manage the operation of our Group. In addition, Zhongfu also nominated directors to
represent itself in board meetings and participated in shareholders’ meetings. As our Group developed,
Zhongfu continued to exercise its shareholder’s rights through its representatives in the board of

Shanghai FSY Industry Development and directing its strategic planning and business development.

In response to the PRC government policy to delineate its government and business functions,
Zhongfu underwent a shareholding reform in 2000 initiated by MCA. The shareholding reform allowed
Zhongfu to redesignate itself into a limited liability company. Following the reform, Zhongfu ceased
to be under the administration of MCA. MCA endorsed the establishment of a holding entity by the
then management employees of Zhongfu to participate in this reform and became a shareholder. The
source of funding of Zhongfu upon and after its shareholding reform in 2000 included funds generated
from its business operation and from bank borrowings. As advised by our PRC legal advisors, the then
PRC company law required limited liability company to have at least two shareholders. In order to
comply with such requirement and complete the shareholding reform, MCA introduced China
Shipbuilding and GOAC to act as nominee shareholders of Zhongfu to hold interests on behalf of
Hongfu, having considered that (i) China Shipbuilding was a state-owned enterprise directly
administered by the PRC central government. At that time, having a strong relationship with the PRC
government would give creditability to Zhongfu corporate standing and strengthen corporate image;
(i1) GOAC was an administration office of MCA. Considering MCA was (and remains) the regulator
for death care services industry in the PRC, maintaining a shareholding relationship between Zhongfu
and MCA could facilitate the business development of Zhongfu and our Group’s business. As advised
by our PRC legal advisors, such nominee arrangement (involving the state-owned enterprise and the
administration office of MCA) did not violate the then applicable laws, and was valid and enforceable.

At the time when Zhongfu became a limited liability company, it had a registered capital of RMB60
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million. The entire capital contribution of Zhongfu was made by Hongfu'"’, and the entire equity
interest of Zhongfu was beneficially owned by Hongfu. Although Zhongfu’s equity interest was
registered as to 60% by China Shipbuilding, 30% by Hongfu and 10% by GOAC. China Shipbuilding
and GOAC acted only as nominee shareholders for Hongfu to hold its interest in Zhongfu. China
Shipbuilding and GOAC did not, and were not required to, make any capital contribution to the
registered capital of Zhongfu. In addition, we had successive in person and telephone consultations
with the deputy director of the Assets Administration Department of SASAC Shanghai branch (i
TEAEEESEMZ B o EME) and the director of Policy and Regulation Department (B %
1 815) in 2012 and 2013 to enquire whether Zhongfu’s assets would be considered state-owned assets
or collectively-owned assets and whether Zhongfu’s assets would be required to be registered with any
SASAC authority. The deputy director of the Assets Administration Department of SASAC and the
director of the Policy and Regulation Department confirmed that (i) Zhongfu’s assets are not
state-owned assets based on the fact that none of Zhongfu’s assets were contributed by state-owned
entities; (ii) Zhongfu’s assets are not required to be registered with SASAC given that there was no
official record confirming that any capital contribution made to Zhongfu were from state-owned
entities or Zhongfu’s assets were registered as state-owned assets; and (iii) Zhongfu’s assets are not
within the scope of administration by SASAC.

Our PRC legal advisors have advised that, under applicable PRC laws and regulations, assets
ownership is determined with reference to the existence of any government- or state-sourced funding
or capital contributions. The fact that assets ownership held by a PRC state-owned company is not a
factor which rendered assets ownerships to be state-owned. In this instance, our Group’s assets are not
state-owned or collectively-owned assets since none of our Group’s assets, including assets
contributed by our Company’s shareholders, have received any funding or capital contributions from
any state-owned enterprises or collectively-owned organizations and none of these assets were
registered with SASAC. On these bases and our consultations set out above, our PRC legal advisors

Note:

(1) A subsidiary of Zhongfu obtained a RMB60 million loan from the Industrial and Commercial Bank of China, Shanghai
Nanshi Branch (“ICBC Nanshi”), in October 2000 (the “Loan”), and part of the loan had been utilized by Hongfu for
contribution to the capital of Zhongfu. We are not in a position to ascertain whether it was permissible under the terms
of the relevant loan agreement for Hongfu to utilize the Loan to make capital contribution to Zhongfu. However, we are
of the view that even if it was not permissible for Hongfu to make the aforesaid capital contribution under the loan
agreement, our PRC legal advisers confirmed that ICBC Nanshi will not be able to claim against Zhongfu’s subsidiary
for breach of contract since the Loan has been fully settled and limitation of action for such claim had already expired.
Hongfu’s capital contribution to Zhongfu was from capital contribution to Hongfu of its shareholders, which was sourced
by way of borrowings from Zhongfu by such shareholders. Our PRC legal advisors advised that the applicable PRC laws
and regulations do not restrict shareholders to source funding from borrowings for capital contribution to other
enterprise. On this basis, our PRC advisors advised that the above arrangement (i) did not violate any PRC laws and
regulations; (ii) Hongfu’s capital contribution to Zhongfu is legal and valid and will not be challenged; (iii) Zhongfu’s
and the Group’s shareholding structures and assets will not be challenged. We have been informed by the Shanghai
branch of ICBC that: (i) ICBC Nanshi is no longer in operation; (ii) since such loan was obtained in 2000 (i.e. 13 years
ago), there is no record of the loan agreement in ICBC’s database and therefore ICBC is not in a position to provide a
copy of the loan agreement; and (iii) no record in ICBC’s database reveals that the terms and obligations of the loan
agreement have not been fulfilled. Based on the above, we are not able to obtain a confirmation from ICBC to confirm
whether the utilization of loan from Zhongfu’s capital contribution did not violate any terms of the loan agreement.
However, the our PRC legal advisors advised that the limitation period for initiating a legal claim for breach of contract
is two years under the PRC law and the limitation period starts from the point where the claimant becomes aware of the

breach. Since the loan was obtained in 2000, any contractual claim would have been lapsed.
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have confirmed that none of our Group’s or Zhongfu’s assets are state-owned or collectively owned
assets and none of these assets were registered as state-owned or collectively owned assets, and thus
our Group’s entitlement to these assets will not be exposed to any risk of expropriation or
nationalization by the PRC government and any challenge to the legal ownership of our assets would
not likely to be substantiated. In addition, as advised by our PRC legal advisors, the businesses and
assets of our Group are protected under PRC law in the same manner as with other privately-owned
assets located in the PRC and the interests of potential public investors could be protected.

In 2005, the PRC company law permitted the enterprise formation following a single shareholder
structure. Considering the background of Zhongfu’s shareholding reform in 2000, and the fact that
China Shipbuilding and GOAC did not make any capital contribution to the registered capital of
Zhongfu and were not involved in the business operations of Zhongfu since 2000, Zhongfu decided
to streamline its shareholding structure and give clarity to Hongfu’s beneficial interest in Zhongfu to
take advantage of the recent PRC company law developments. China Shipbuilding and GOAC agreed
to proceed with the streamlining process. It was agreed among Hongfu, China Shipbuilding and GOAC
that arbitration provided a definitive and authoritative means to ascertain Hongfu’s ownership in the
registered capital of Zhongfu. Our PRC legal advisors advised that under the relevant PRC laws, the
parties have the right to agree on the method of settling the issue, and arbitration is one of the most
legally recognized methods. Therefore, Zhongfu went through two arbitrations proceedings, one in
2009 and the other in 2011 to ascertain Hongfu’s ownership in the entire equity interest in Zhongfu.
Our PRC legal advisors also advised that arbitration awards are considered authoritative and definitive
by the SAIC and other PRC government authorities. According to two arbitration awards made by the
Shanghai Arbitration committee in 2009 and 2011, respectively, Hongfu ascertained its entire
ownership over Zhongfu and has been registered as the sole shareholder since then.

The government offices services bureau of MCA (FREXHBHEEH RS ) issued a confirmation
letter dated November 25, 2013 confirming (i) the corporate historical developments of Zhongfu
leading to its current shareholding structure; and (ii) Zhongfu’s assets are not state-owned or
collectively-owned assets.

6. Hongfu

Zhongfu underwent a shareholding reform in 2000 initiated by MCA. Pursuant to Zhongfu’s
shareholding reform, MCA approved the establishment of Hongfu and agreed to the participation of
the “then management employees” in Zhongfu’s shareholding reform. MCA did not stipulate the
period within which Zhongfu was required to determine the composition of the “then management
employees”.

Hongfu was established as a limited liability company in the PRC on November 28, 2000 by Bai
Xiaojiang (our executive Director and the then president of Zhongfu), and Shi Jian (jifi®%) (director
of human resources department of Zhongfu) with a registered capital of RMB39 million. Both Bai
Xiaojiang and Shi Jian acted as nominee shareholders for the “then management employees” of
Zhongfu. Qiu Zhenda (chairman of Zhongfu’s labor union) replaced Shi Jian to act as a nominee
shareholder in 2006 when Shi Jian retired. Bai Xiaojiang, Shi Jian and Qiu Zhenda were nominated
by a special committee Zhongfu to act as nominee shareholders for the “then management employees”,
given they represented the then management team and employees by their positions, and they were
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considered by the special committee as suitable candidates to represent and safeguard the interests of
the employees of Zhongfu. Instructions were given by Zhongfu to these three persons in their
capacities of the nominee shareholders, and instructions were approved by a special committee of
Zhongfu, which comprised representatives from Zhongfu’s management, Zhongfu’s labor union and
Zhongfu’s employees, Bai Xiaojiang, Shi Jian and Qiu Zhenda, being the nominee shareholders for the
“then management employees”, are obligated to follow the instructions given by Zhongfu before the
“then management employees” were identified. None of Bai Xiaojiang, Shi Jian and Qiu Zhenda had
any interested relationship with the “then management employees”, China Shipbuilding and GOAC.

The RMB39 million capital contribution to Hongfu’s registered capital was made in the name of
the “then management employees”, and was financed by borrowings from Zhongfu. Zhongfu borrowed
the funds from a PRC bank and on lent the funds to the “then management employees”. Except for the
fund borrowed from Zhongfu, the “then management employees” did not make any contribution to the
equity interest of Hongfu.

Due to the pressing schedule of the shareholding reform in 2000, the composition of the “then
management employees” was not confirmed. Zhongfu did not commence internal discussion in
relation to the composition of the “then management employees” until 2006 due to the expansion of
Zhongfu’s operation and changes in personnel. After rounds of discussions, Zhongfu recognized that
the large number of employees with diverse background and experiences made it practically difficult
to act fairly, and to be seen acting fairly, to identify the “then management employees”.

In or around 2008, Zhongfu, after consultation with MCA, proposed to transfer the equity
interest in Hongfu originally designated to be held by the “then management employees” to a
charitable organization for social charitable purpose under the MCA. In 2009, the equity interest in
Hongfu was transferred to China Philanthropy Times, a non-profit organization administered under
MCA. The transfer was tentative in nature, pending an enabling regulation to allow charitable social
organizations to hold the equity interest. The entire interest in Hongfu was transferred to China
Philanthropy Times in 2009 at nil consideration, considering such equity transfer was for social
charitable purpose. According to the confirmation letter issued by the government offices services
bureau of MCA (R ELH# B IR 15 )5)) dated June 28, 2013, MCA confirmed the validity of the transfer
of the equity interest in Hongfu to China Philanthropy Times in 2009. As advised by our PRC legal
advisors, (i) the equity transfer is legal, valid and binding; (ii) our Group’s entitlement to assets it
currently owns would not be subject to any challenges from third parties (including persons holding
out to be a member of the then management employees). This is on the basis that (a) MCA has
acknowledged and confirmed the transfer of equity interest in Hongfu to China Philanthropy Times in
its confirmation letter issued on June 28, 2013; (b) no employee of Zhongfu was identified as the “then
management employees” and none of them can substantiate a claim that he/she is entitled to the equity
interest in Hongfu; (c) the “then management employees” did not make any capital contribution for
the equity interest in Hongfu; and (d) the limitation period for initiating a legal claim for breach of
contract is two years under the PRC law. The limitation period starts from the point where the claimant
becomes aware of the Breach. The equity transfer of Hongfu to China Philanthropy was widely
published four years ago. Any contractual claim would have lapsed.

In its letter dated November 25, 2013, the government offices services bureau of MCA (Eﬁl%ﬁ
BB T 7)) has confirmed that (i) there were no identifications of the “then management employees”
by Zhongfu; and (ii) the equity transfer from the “then management employees” to China Philanthropy
Times was in order.
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In 2013, the interest in Hongfu was transferred to NGO 1 and NGO 2 upon NGO 1 and NGO 2’s
establishment. For further details of such transfers, see “Reorganization at the Shareholders’ Level —
8. Transfer of equity interest in Hongfu to NGO 1 and NGO 2” in this section below.

China Philanthropy Times was the then sole shareholder of Hongfu prior to the reorganization
at the Shareholders’ level set out in this section below. Hongfu primarily engages in the business of
merchandizing products, including electrical and electronic equipment, timber, metal and other
processed products.

7. China Philanthropy Times

China Philanthropy Times was established by CASW in the PRC on February 28, 2001. It has a
registered capital of RMB1.9 million. CASW is the sole shareholder of China Philanthropy Times.
China Philanthropy Times is registered as an “enterprise owned by the people” (4 T A il 1~ %) but
is a non-profit making organization in essence. The purpose of China Philanthropy Times is to promote
social benefits, and currently it publishes the “China Philanthropy Times” ({/A % Rf¥t)), a national
online and printed publication that focuses on charitable and philanthropistic reporting and it also
organizes charitable activities. According to China Philanthropy Times’ articles of association, 40%
of the profit of China Philanthropy Times must be used for its own development, instead of
distributing the entire profit to its founders. An “enterprise owned by the people” is legally allowed
to hold interests in profit-making entities. As advised by our PRC legal advisors, China Philanthropy
Times is not in a position to exert influence on any matters relating to our Group, including
appointment of board members of our Company since it is currently not a direct or indirect shareholder
of our Group.

8. CASW

Registered with the MCA, CASW is a non-profit social organization that represents social
workers in the PRC. As a non-profit social organization, CASW should perform activities in
accordance with its articles of association for the realization of the common desires of the
membership. Its stated objectives include the development and promotion of the profession of social

services.

Non-profit social organizations including CASW can only be established by Chinese citizens.
CASW, as a non-profit social organization, is restricted from engaging in profit-making business
operations but it can set up branches and private non-enterprise units. Further, as advised by our PRC
legal advisors, Watson & Band Law Offices, the PRC laws, rules and regulations do not impose strict
obligations on non-profit social organizations, and non-profit social organizations like CASW should
carry out social activities according to their articles of association and should not be in violation of
coercive laws.

Roles, obligations and restrictions of China Philanthropy Times, NGO 1, NGO 2 and CASW

A “private non-enterprise unit” is a social organization formed by an enterprise, social
organization, other social force or individual Chinese nationals using non-state owned assets to engage
in non-profit making social service activities.
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A “non-profit social organization” is a non-profit organization voluntarily formed by Chinese
nationals for the purpose of furthering its members’ aims through conducting its activities in
accordance with its articles of association. Examples of non-profit social organizations in the PRC
include the PRC Bar Association and the Chinese Writers’ Association.

The definition of a “non-profit making organization” is, however, not clearly prescribed under
PRC law but it is a general description of an enterprise whose purpose is prescribed in its articles of
association to be non-profit making and to enhance public welfare.

The role of each of China Philanthropy Times, NGO 1, NGO 2 and CASW is to engage in
non-profit making social service activities.

The obligation of China Philanthropy Times, NGO 1, NGO 2 and CASW is to carry out their
social objectives according to their respective articles of association. In accordance with their
respective articles of associations, both NGO 1 and NGO 2 are to develop social services and activities
for the elderly; CASW is to develop social activities and be a constructive force in the society; and
China Philanthropy Times is to publish and issue the China Philanthropy Times, a publication focusing
on charity and social causes, as well as to organize and develop activities related to social services.
The articles of association of China Philanthropy Times further requires that 40% of China
Philanthropy Times’ profits must be applied to the organization’s own development in furtherance of
its social purpose.

The restrictions imposed on China Philanthropy Times, NGO 1, NGO 2 and CASW are that: (i)
none of them may directly engage in profit-making business operations (this does not restrict their
ability to hold interests in profit-making businesses); (ii) they cannot be in violation of the coercive
laws and regulations of the PRC; (iii) NGO 1 and NGO 2, as private non-enterprise units cannot set
up a non-profit social organization or branches; and (iv) CASW, as a non-profit social organization,
can only be established by Chinese citizens.

As advised and confirmed by our PRC legal advisors, non-profit making organizations are
prohibited in engaging directly in profit making business but are not prohibited to own equity interest
in profit making business. Based on the written confirmations issued by the Civil Organization
Administration Bureau of the MCA on October 24, 2013, which confirmed, among other things, that
(1) non-profit making organizations are not permitted to engage directly in profit making business; and
(i) non-profit making organizations are not prohibited to hold equity interest in profit making
company under the current PRC law, and the current PRC laws and regulations, our PRC legal advisors
confirmed that China Philanthropy Times, NGO 1 and NGO 2 directly/indirectly holding equity
interest in profit making business does not breach any current PRC laws and regulations. Our PRC
legal advisors also confirmed that the Civil Organization Administration Bureau, an authority directly
administered under the MCA, is a competent authority to provide confirmations in this respect.

Reorganization at the Shareholders’ Level

1. Transfer of shares of Chief Union from our Company to Fulechuan

On July 9, 2013, our Company transferred the entire issued share capital of Chief Union to
Fulechuan for the consideration of US$100, which was determined based on the par value of the share
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of Chief Union. Upon completion of such transfer, Fulechuan became the sole sharecholder of Chief
Union. Fulechuan elected to have a holding company to hold its interests in our Group. Instead of
incorporating a new offshore company, Fulechuan elected to acquire Chief Union, the then subsidiary
of the Company. Chief Union had been a dormant company with no business activities.

2. Transfer of 35% interest in Treasure Bridge from Fulechuan to Chief Union

On July 9, 2013, Fulechuan transferred its 35% interest in Treasure Bridge to Chief Union for
the consideration of US$35, which was determined based on the par value of the share of Treasure
Bridge. Upon completion of such transfer, Chief Union held 35% of the issued share capital of
Treasure Bridge.

3. Transfer of shares of Treasure Bridge by Double Riches to the Group Direct Individual
Shareholders

In order for the Group Direct Individual Shareholders to directly hold Shares, on July 9, 2013,
Double Riches transferred certain of its shares in Treasure Bridge to the BVI companies wholly-owned
by the Group Direct Individual Shareholders, details of which are set forth in the following table:

Percentage of
Number of shares shareholding in

BVI companies (Name of Group Direct Individual of Treasure Bridge Treasure Bridge Consideration

Shareholders) transferred (%) (us$)v
1. Real Path (Zhao Yu).................. 1.149 1.149 1.149
2. Spinning Seed (Woo Tsun Hung Jonathan) . 0.396 0.396 0.396
3. Wish and Catch (Bai Xiaojiang)......... 6.44 6.44 6.44
4.  Twirling Ball (Qu Ping) ............... 0.788 0.788 0.788
5. Bang Fu (Zhang Bin) . ... ............. 1.184 1.184 1.184
6. Mobile Wish (Pak Hiu So) . ............ 1.776 1.776 1.776
7. Grand Fire (Lu Hesheng) ... ........... 1.84 1.84 1.84
8. Peaceful Field (Wang Jisheng) .......... 6.44 6.44 6.44
9. Stelle Land (Wu Pui Ngai)............. 0.92 0.92 0.92
10. Asia Today (Zhao Yueming)............ 1.104 1.104 1.104

Total . ... ... . 22.037 22.037 22.037
Note:

(1) The considerations were determined based on the par value of the share in Treasure Bridge.
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4. Repurchases of shares in Treasure Bridge from each of the BVI companies wholly-owned by
the Group Direct Individual Shareholders

In order to enable the Group Direct Individual Shareholders to directly hold Shares, on July 9,
2013, Treasure Bridge repurchased all the Treasure Bridge shares set out in paragraph 3 above held
by each of the BVI companies wholly-owned by the Group Direct Individual Shareholders in
consideration of transferring certain Shares to each of these BVI companies. The repurchased shares
were immediately cancelled. Details of the considerations for the above repurchases by Treasure
Bridge are set forth in the following table:

Number of Shares
of our Company Percentage of
transferred as Shareholding

consideration for  in our Company

BVI Companies (Name of Group Direct Individual Shareholders) the repurchases (%)
1. Real Path (Zhao Yu)........ ... ... ... ... .. . .. . . . .... 114.9 1.149
2. Spinning Seed (Woo Tsun Hung Jonathan) .. ............ 39.6 0.396
3. Wish and Catch (Bai Xiaojiang)...................... 644 6.44
4.  Twirling Ball (QuPing) .. ..... ... ... .. .. .. .. .. .... 78.8 0.788
5. Bang Fu (Zhang Bin) . . .. ... ... .. .. .. .. .. .. . ... 118.4 1.184
6. Mobile Wish (Pak Hiu So) . . ........ ... .. .. ......... 177.6 1.776
7. Grand Fire (Lu Hesheng) .. ......... ... .. .. ... ...... 184 1.84
8.  Peaceful Field (Wang Jisheng) . ... ....... ... ......... 644 6.44
9. Stelle Land (Wu Pui Ngai)......... ... ... ... ........ 92 0.92
10. Asia Today (Zhao Yueming)......................... 110.4 1.104

Total . .. 2,203.7 22.037

5. Transfer of an aggregate of 2.8 % interest in Treasure Bridge to each of the BVI companies
wholly-owned by Zhao Yu and Zhao Zhichao

In August 2009, as an incentive to Zhao Yu, our joint company secretary, to join our Group,
Zhongfu agreed to transfer 2.8% of its beneficial interest in our Group to Zhao Yu or any party
designated by him. Zhao Yu directed Zhongfu to transfer such beneficial interest to Faithful Hope, a
company then held as to 30% by Zhao Yu and as to 70% by Zhao Zhichao, a relative of Zhao Yu.
Zhongfu acted as nominee shareholder for such beneficial interest for Faithful Hope. Zhao Yu was
beneficially interested in 0.84% (30% of 2.8%) in our Group and Zhao Zhichao was beneficially
interested in 1.96% (70% of 2.8%) in our Group.

On July 9, 2013, Zhao Yu and Zhao Zhichao elected to hold our Shares directly. Zhongfu agreed
to transfer 0.84% and 1.96% of shares in Treasure Bridge to Real Path (wholly-owned by Zhao Yu)
and Faithful Hope (wholly-owned by Zhao Zhichao) for the considerations of US$0.84 and US$1.96,

respectively, which were determined based on the par value of the share in Treasure Bridge.
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On the same date, Treasure Bridge repurchased 0.84% and 1.96% of the issued share capital of
Treasure Bridge from each of Real Path and Faithful Hope in consideration of Treasure Bridge
transferring to Real Path and Faithful Hope 0.84% and 1.96% of the issued share capital of our
Company, respectively. Upon completion of the above transfers, (i) Treasure Bridge was held
42.8402% by Chief Union, 46.5655% by FSG Holding, 10.5943% by Double Riches; and (ii) our
Company was held 75.163% by Treasure Bridge and 24.837% by the Group Direct Individual
Shareholders. The nominee arrangement between Zhongfu and Faithful Hope was subsequently

terminated.

6. Transfer of shares in Double Riches from Tan Leon Li-an to the Group Indirect Individual
Shareholders

On July 9, 2013, Tan Leon Li-an, the then sole shareholder of Double Riches, transferred the
entire issued share capital in Double Riches to the Group Indirect Individual Shareholders, details of

which are set forth in the following table:

Percentage Consideration
of shareholding paid by the
in Double Riches transferee to Tan
transferred Leon Li-anV
Transferee (%) (US$)
(1) Ge QIanSONg . . . vttt e e e 34.66 1.0398
(2) Tan Li Kang . ....... ... .. 23.11 0.6933
(3) YiHua ..... ... . . 23.11 0.6933
(4) WU YIDO « o oo e 2.31 0.0693
(5) Wang Qiong .. ...... ... 2.31 0.0693
(6) Le Jiasheng . ...... .. . . . 2.31 0.0693
(7) Wu Jianzhong . ...... ... ... .. .. 1.17 0.0351
(8) Xu Yong .. ... 0.58 0.0174
(9) Zhou Chen . ....... ... .. ... . 0.58 0.0174
(10) Zhang Shiyao . ....... ... .. ... 9.86 0.2958

Note:

[@)) The considerations were determined based on the par value of the share in Double Riches.

Following completion of the above share transfers, the nominee arrangements between Double

Riches and the Group Indirect Individual Shareholders were subsequently terminated.
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7. Establishment of NGO 1 and NGO 2

NGO 1 was established as a private non-enterprise unit in the PRC on July 26, 2013 by five
promoters, namely China Philanthropy Times, Bai Xiaojiang (our executive Director), Lu Xiaoping
(/M) (an employee of Zhongfu), Yao Lixin (#k32#) (an employee of Zhongfu) and Shanghai
Zhongfu City Investment and Construction Co., Ltd.* (LEFRRTHEEZARAA) (a
wholly-owned subsidiary of Zhongfu). Each promoter contributed a sum of RMB 100,000 to the capital
of NGO 1.

NGO 2 was established as a private non-enterprise unit in the PRC on July 26, 2013 by five
promoters, namely China Philanthropy Times, Bai Xiaojiang (our executive Director), Wang Jisheng
(our executive Director), Qiu Zhenda (38 K) (an employee of Zhongfu), and Shanghai Zhongfu
Petrochemical Industry Co., Ltd.* (L #EALEZEBGR/AA) (a subsidiary of Zhongfu). Each
promoter contributed a sum of RMB100,000 to the capital of NGO 2.

Each of NGO 1 and NGO 2 is managed by its governance committee set up pursuant to its articles
of association. The duties and powers of the governance committee are set out in their respective
articles of association. The governance committee has the powers to make major decisions on behalf
of the relevant unit, similar to those typically given to a board of directors in a private company. The
respective promoters of NGO 1 and NGO 2 can nominate or replace members of the governance
committee and they have each nominated a member to their respective governance committees. There
are five promoters to each of NGO 1 and NGO 2. Private non-enterprise units, including NGO 1 and
NGO 2, are not required under the PRC law to have registered capital and a shareholder structure.
Neither NGO 1 nor NGO 2 have a shareholder structure. Accordingly none of the promoters are
entitled to any form of distribution from NGO 1 or NGO 2. Private non-enterprise units in the PRC,
including NGO 1 and NGO 2, refer to social organizations established by enterprises, institutions,
societies, and other social forces as well as individuals with non-state-owned assets for non-profit
social activities. All profits of NGO 1 and NGO 2 must be applied toward the objectives as stated in
their respective articles of association. The objectives of these two units are to manage and promote
retirement, social welfare and charitable purposes for the elderly in the PRC, under the supervision
of the local Bureau of Civil Affairs. To the extent NGO 1 and NGO 2 remain as indirect shareholders
of our Company and the objectives stated in their respective articles of associations not being
amended, any dividends declared and paid by the Company to NGO 1 and NGO 2, through their
holding companies, namely Hongfu, Zhongfu, Fulechuan and Chief Union, will be used by NGO 1 and
NGO 2 in accordance with the objectives stated in their respective articles of associations for the
betterment of society. NGO | and NGO 2, as private non-enterprise units, are restricted from directly
engaging in profit-making business operations and cannot set up non-profit social organizations and
branches. However, they are legally allowed to hold interests in profit-making entities. As advised by
our PRC legal advisors, Watson & Band Law Offices, the PRC laws, rules and regulations do not
impose strict obligations on private non-enterprise units, and private non-enterprise units like NGO
I and NGO 2 should carry out social activities according to their articles of association and should

not be in violation of coercive laws.
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8. Transfer of equity interest in Hongfu to NGO 1 and NGO 2

Before 2009, Qiu Zhenda and Bai Xiaojiang acted as nominee shareholders of Hongfu for
Zhongfu. In 2009, Qiu Zhenda and Bai Xiaojiang intended to transfer their interests in Hongfu to a
social charitable organization. The changes in Hongfu’s shareholding structure in 2009 (and in 2013
as set out below) were partially impacted by changes in PRC policies in the establishment of charitable
organizations at that time. As set out in the confirmations from the government offices services bureau
of MCA (BB ) issued on June 28, 2013 and CASW issued on July 2, 2013, the
establishment of charitable organizations was of limited feasibility at the time of 2009 not because of
prohibitions in PRC law, but due to the lack of implementation guidelines for establishing charitable
organizations in the form of private non-enterprise units, which was the applicable and appropriate
legal entity structure for holding the equity interest in Hongfu. Therefore, as an interim arrangement
to ensure that Hongfu’s interests could be transferred to social charitable organizations when it
became feasible, Hongfu’s shareholders and China Philanthropy Times agreed that Hongfu’s interests
be transferred to China Philanthropy Times first at nil consideration in 2009 for social charitable
purpose. As announced by the MCA in March 2013, the National People’s Congress became supportive
to the establishment of social charitable organizations in the form of private non-enterprise units and
their establishment became practicably viable. Thus, pursuant to the aforesaid agreement with
Hongfu’s shareholders, NGO 1 and NGO 2 were established and China Philanthropy Times could take
steps to transfer its equity interest in Hongfu to NGO 1 and NGO 2 in equal proportions. Further, as
set out in the confirmations aforementioned, each of the government offices services bureau of MCA
(REBGTHE BT ) and CASW is aware of, acknowledges and supports, among others, the
above-mentioned interim arrangement, the arrangement regarding the establishment of social
charitable organizations in the PRC in 2013, the establishment of NGO 1 and NGO 2, the transfer of
Hongfu’s interest to NGO 1 and NGO 2 and the Listing. Based on these, our PRC legal advisors,
Watson & Band Law Offices, advised us that such shareholding changes in Hongfu were consistent

with changes in the PRC policies at relevant time.

Based on the confirmation letters issued by the government offices services bureau of MCA ([
B % B I 5 J71) on June 28, 2013 and November 25, 2013, MCA confirmed that, among other things,
Zhongfu had the authority to transfer the equity interest in Hongfu then held by the “then management
employees” to China Philanthropy Times in 2009. Our PRC legal advisors advised that, based on the
confirmation letter issued by the government offices services bureau of MCA (BB B IR 5 )7)), the
transfer of the equity interest in Hongfu to China Philanthropy Times was legal, valid and binding.

Since Zhongfu did not have any shareholders, no approval from shareholders are required.

Since the composition of “then management employees” was not identified, no such person was
in a position to consent to the transfer of the equity interest in Hongfu to China Philanthropy Times.
The confirmation letters issued by the government offices services bureau of MCA (R B # B il 755
&) confirmed that Zhongfu had the authority to transfer of the equity interest in Hongfu to China
Philanthropy Times and our PRC legal advisors advised that such transfer is legal, valid and binding.
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Our PRC legal advisers further advised that the potential risk on the corporate structure is remote
on the basis that (i) MCA has acknowledged and confirmed the transfer of equity interest in Hongfu
to China Philanthropy Times in its confirmation letter issued on June 28, 2013 and our PRC legal
advisors advised that such transfer is valid and binding; (ii) no employee of Zhongfu was identified
as the “then management employees” and none of them can substantiate a claim that he/she is entitled
to the equity interest in Hongfu; (iii) the “then management employees” did not make any capital
contribution for the equity interest in Hongfu; and (iv) the limitation period for initiating a legal claim
for breach of contract is two years under the PRC law. The limitation period starts from the point
where the claimant becomes aware of the breach. The equity transfer of Hongfu to China Philanthropy
Times was widely published four years ago. Any contractual claim would have lapsed. On these bases,
as advised by our PRC legal advisors, our entitlement to our current assets would not be subject to
any challenges from third parties (including persons holding out to be a member of the then
management employees).

Since the transfer of equity interest in Hongfu to China Philanthropy Times was a donation for
social charitable purpose which helped realize Zhongfu’s intention to contribute to the society of the
PRC, the MCA had not challenged the reasonableness of such transfer in its confirmation letter issued
on June 28, 2013 and our PRC legal advisors have advised that the transfer was legal, valid and
binding, the Sole Sponsor considers that such transfer at nil consideration to China Philanthropy
Times was reasonable in light of the situation faced by Zhongfu and Hongfu at the relevant time.

Each of China Philanthropy Times, NGO 1 and NGO 2 is administered by MCA, Shanghai
Administration of Civil Affairs and Shanghai Qingpu Administration of Civil Affairs, respectively,
with a shared objective of furthering social welfare causes. With the continued shared administration
by MCA, the transfers of Hongfu’s interest to NGO 1 and NGO 2 are not expected to have any
substantive impact on the purposes and investment objectives of Hongfu’s holdings. As advised by our
PRC legal advisors, Watson & Band Law Offices, and the Sole Sponsor’s PRC legal advisors, Jingtian
& Gongcheng, it is not prohibited under the PRC laws for NGO 1 and NGO 2, being non-profit-making
social charitable organizations, to hold interests in and to obtain overseas listings of profit-making
entities, such as our Group’s business, or for the profit-making entities held by non-profit making
social charitable organizations to raise funds through listing on the Stock Exchange. Our Group has
also consulted the government offices services bureau of MCA and CASW, being the founder and
business supervisor of China Philanthropic Times, respectively, in this regard and it was confirmed by
way of written confirmations that they (i) are fully aware of NGO 1’s and NGO 2’s interests in our
Group’s business; (ii) agreed to China Philanthropy Times’ transfer of its interest in our Group to each
of NGO 1 and NGO 2; and (iii) are supportive of our Company’s proposed listing on the Stock
Exchange. Any dividends received by NGO 1 and NGO 2 from our Group will be used solely for social
charitable purposes stipulated in the respective constitutional documents of each of NGO 1 and NGO
2, which MCA is fully informed. Our PRC legal advisors also confirmed that the Government Offices
Administration of MCA, an authority administered by the MCA, is a competent authority to provide
confirmation in this respect.

Therefore, on July 31, 2013, each of NGO 1 and NGO 2 entered into equity transfer agreement
with China Philanthropy Times, pursuant to which China Philanthropy Times agreed to transfer 50%
equity interest in Hongfu to each of NGO 1 and NGO 2 both for nil consideration. Upon completion
of the equity transfers, each of NGO 1 and NGO 2 holds 50% equity interest in Hongfu.
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As advised by our PRC legal advisors, NGO 1 and NGO 2, being indirect shareholders of our
Group, can only indirectly exert influence on the Group through the exercise of voting rights at the
shareholders level of Hongfu. In addition, as advised by our PRC legal advisors, Hongfu underwent
several equity transfers and each of these equity transfers was not in violation of the then applicable
PRC laws and regulations.

9. Transfer of Shares from Treasure Bridge to Chief Union, FSG Holding and Double Riches

On August 19, 2013, Treasure Bridge transferred 32.2%, 35% and 7.963% of the issued share
capital of our Company to Chief Union, FSG Holding and Double Riches, respectively, for an
aggregate consideration of US$75.163, which was determined based on the par value of our Shares.
Upon completion of these share transfers, our Company is owned 35% by FSG Holding, 32.2% by
Chief Union, 24.837% by the Group Direct Individual Shareholders and 7.963% by Double Riches.
The Group Direct Individual Shareholders are not acting in concert.

E. THE PRE-IPO SHARE OPTION SCHEME

On March 10, 2013, we adopted the Pre-IPO Share Option Scheme, pursuant to which certain
Directors, senior management and employees of our Group, and persons who had made important
contributions to our Group, have been granted options prior to the Listing Date to subscribe our
Shares. The principal terms of the Pre-IPO Share Option Scheme and particulars of the options granted
are set out in “Statutory and General Information — E. Pre-IPO Share Option Scheme” in Appendix
V to this prospectus.

F. THE CAPITALIZATION ISSUE

Subject to the conditions for completion of the Global Offering being fulfilled, our Company will
issue and allot an aggregate 1,499,990,000 Shares, credited as fully paid at par value, to each of our
existing Shareholders by way of capitalization of the sum of US$14,999,900. Upon completion of the
Capitalization Issue, our existing Shareholders will hold 75% of our issued share capital immediately
after completion of the Global Offering.

G. COMPLIANCE WITH PRC LAWS

Approval from MOFCOM is required if Listing involves merger and acquisition by foreign
investors

Our Company indirectly holds all onshore assets through two foreign-invested enterprises,
namely Chongqing FSY LLP and Chongqing Fuyuan.

On August 8, 2006, six ministries and commissions including the CSRC and MOFCOM jointly
promulgated the New M&A Rules, which was amended on June 22, 2009. According to the
requirements under the New M&A Rules, a domestic company, enterprise or natural person shall file
with MOFCOM for approval in respect of its merger and acquisition of a domestic company which is
related to it through an offshore company legally established or controlled by it. The New M&A Rules
apply in following circumstances: (i) a foreign investor purchases the equity of a shareholder of a
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non-foreign-invested enterprise in the PRC (“domestic company”) or subscribes to the increased
capital of a domestic company so as to convert and re-establish a domestic company as a
foreign-invested enterprise; (ii) a foreign investor establishes a foreign-invested enterprise and
purchases and operates the assets of a domestic company by the agreement of that company; or (iii)
a foreign investor purchases the assets of a domestic company by agreement and uses this investment
to establish foreign-invested enterprise and operate the assets. It is further specified in “V. Instructions
for approval of merger and acquisition (B B #FHLHH]) » in the Manual of Guidance on
Administration for Foreign Investment Access ({IME#EUEANEILIESIFM)) that the subject
companies in merger and acquisition as referred to in the New M&A Rules only include domestic
companies. A transfer of equity from a Chinese party to a foreign party in an established foreign
invested enterprise is not subject to the New M&A Rules whether or not there is a relationship between
the Chinese party and the foreign party or the foreign party is an original shareholder or a new
investor.

During the process of reorganization mentioned above, (i) the establishment of the wholly
foreign owned enterprise, Chongqing Fuyuan, by our Company, and the acquisition of 100% equity
interest in Fumao by Chongqing Fuyuan, are governed by laws and regulations in relation to wholly
foreign owned enterprises such as the Wholly Foreign-owned Enterprise Law of the PRC ({3 A [&
LA M E A 2£1E) and its implementing rules, and the Interim Provisions on the Domestic
Investment of Foreign-invested Enterprises (Bl A #h % & b S 55 N & B 17 HLE ), respectively, in
respect of which our Company has obtained approval from, and registered with, the competent
government authorities; (ii) the acquisition of the 80% equity interest in Chongqing FSY LLP is
governed by the Law of the PRC on Partnership Enterprises ({13 A RILFE 5B AZELL)), the
Administrative Measures for the Establishment of Partnership Enterprises in China by Foreign
Enterprises or Individuals (/MBI ZEE M ATE PRI AR G B AEE L)) and other
requirements under laws in relation to foreign-invested partnership enterprises, respectively, in
respect of which our Company has obtained approval from, and registered with, the competent
government authorities; and (iii) our Company is not an entity established or controlled by a domestic
company, enterprise or natural person.

Therefore, our PRC legal advisors, Watson & Band Law Offices, are of the view that our
Company has obtained approval from, and registered with, the competent government authorities in
respect of its acquisition and ownership of onshore assets and that these transactions do not constitute
a “merger and acquisition of a domestic enterprise by foreign investors” as defined in the New M&A
Rules, and consequently the Company was not required to obtain the approval from MOFCOM as
required in the New M&A Rules.

Chongqing FSY LLP was established as the holding company for our Group’s PRC subsidiaries
and Chongqing FSY Industrial was established to engage in our Group’s funeral services in
Chongqing. At the time that our Group was exploring funeral services business opportunities in
Chongqing, the local government had launched a pilot scheme to promote the LLP structure as an
investment platform for foreign investment and the Finance Affairs Office of Chongqing City
(FEET &/ TAEHA %) recommended the LLP structure to our Group. In view of the support and
recommendation from the local government and after careful consideration of the characteristics of an
LLP (in the form of capital contributions, funding structure, taxation and other advantages as
disclosed in “l. Chongqing FSY LLP - Characteristics of LLP” in this section above), our Group

146



HISTORY AND REORGANIZATION

decided to adopt the LLP structure instead of a WFOE structure and Chongqing FSY LLP was
established, becoming one of the first batch of foreign investment enterprises which adopted the
foreign-invested LLP structure in that locality. Thus, such establishment was not intended to be a step
to circumvent the New M&A Rules.

Our Group submitted all the necessary documents and fully disclosed the offshore and onshore
aspects of the establishment and the equity transfer of Chongqing FSY LLP and Chongqing FSY
Industrial to, and obtained the necessary approvals from, the local government authorities.
Furthermore, according to the confirmation letters issued by the Industry Administration Bureau of the
Northern New District (ZEEET7JLHRHr %7 ¥4 )5), the Management Committee of Chongqing
Northern New District and the verbal confirmation to us from the Finance Affairs Office of Chongqing
City (FEETW 4@ TAEH/AE) (hereinafter the “Local Government Authority”), it was further
confirmed that our Group has obtained all necessary approvals for such transfer. The Local
Government Authority is of the opinion that our Company has fully disclosed the background
information about Chongqing FSY LLP, Chongqing FSY Industrial and their offshore and onshore
structures, including all relevant information of our Group, and the New M&A Rules do not apply to
each of the equity transfer of Chongqing FSY LLP and Chongqing FSY Industrial. As confirmed by
our PRC legal advisor, Watson & Band Law offices and the Sole Sponsor’s PRC legal advisor, Jingtian
& Gongcheng, the reorganization of our Group in this manner was not deemed to be a scheme to
circumvent any laws, rules or regulations in the PRC by the Local Government Authority, and that our
Group has obtained all the necessary approvals from government authorities in respect of the above
establishment and equity transfers without any breach of laws or non-compliance with regulations of
the PRC. Our PRC legal advisors also confirmed that the Local Government Authority, authorities
administered by the MOFCOM of Chongqing and the People’s Government of Chongqing City,

respectively, are all competent authorities to provide confirmation in this respect.

Foreign exchange approval required by Circular 75

Bai Xiaojiang, Tan Li Kang, Zhang Bin, Lu Hesheng, Wang Jisheng, Zhao Yueming, Zhao Yu,
Ge Qiansong, Yi Hua, Wu Yibo, Wang Qiong, Le Jiasheng, Wu Jianzhong, Xu Yong, Zhou Chen, Zhao
Zhichao and Zhang Shiyao, each a citizen of the PRC, intended to indirectly hold their respective
equity interests in Chongqing FSY LLP and Chongqing Fuyuan (each a PRC domestic enterprise),

through their offshore special purpose vehicles which in turn hold their interests in our Company.

To achieve such offshore holdings, Bai Xiaojiang, Tan Li Kang, Zhang Bin, Lu Hesheng, Wang
Jisheng, Zhao Yueming, Zhao Yu, Ge Qiansong, Yi Hua, Wu Yibo, Wang Qiong, Le Jiasheng, Wu
Jianzhong, Xu Yong, Zhou Chen, Zhao Zhichao and Zhang Shiyao filed the initial applications for
Circular 75 registration with Chongqing SAFE and the applications were accepted on July 11, 2013.
A followed-up application was made on November 13, 2013 and such application was accepted on
November 22, 2013. The Circular 75 registrations for the above-mentioned individuals were
completed on December 4, 2013 and our PRC legal advisors have confirmed that we are be in

compliance with the regulations on foreign currency exchange.
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(IV) OUR CORPORATE STRUCTURE IMMEDIATELY AFTER THE CAPITALIZATION

ISSUE AND THE GLOBAL OFFERING

The following chart sets forth our corporate structure immediately following completion of the

Capitalization Issue and the Global Offering (assuming that (i) the

Over-allotment Option has not been

exercised; (ii) the options granted under the Pre-IPO Share Option Scheme have not been exercised;

and (iii) no options have been granted under the Share Option Scheme):
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Notes:
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FSG Holding is owned 28.15% by Pacific Millennium Investment Corporation, 22.22% by SChase International Limited,
20% by Fast Answer Limited, 11.11% by Cheng I Chen, and the remaining 18.52% by six shareholders (which
individually holds less than 10% interest in FSG Holding). Mr. Tan Tize Shune (also known as “Tan Chih Chun”), the
father of Tan Leon Li-an, is entitled to exercise or control the exercise of one-third or more of the voting power at general
meetings of FSG Holding through (i) being a settlor of a trust, which in turn is interested in the entire issued share capital
of Pacific Millennium Investment Corporation, the largest shareholder of FSG Holding; and (ii) being a settlor of another
trust, which in turn is interested in the entire issued share capital of Fast Answer Limited, the third largest shareholder
of FSG Holding. Together, Mr. Tan is interested in an aggregate of 48.15% of the issued share capital of FSG Holding.
Other than their shareholdings in FSG Holding, all the shareholders of FSG Holding are independent of Zhongfu and the
Group Direct Individual Shareholders and the Group Indirect Individual Shareholders.

The remaining 10% interest in Shanghai FSY Corporate Management Consultancy is held by Shanghai FSY Funeral
Arrangement Services, an indirect wholly-owned subsidiary of our Company.

The remaining 10% interest in Xiamen Huixiang is held by Xiamen City Funeral Services Centre*, an independent third
party.

The remaining 40% interest in Shanghai Nanyuan is held by Shanghai Lingang, an independent third party, and 20% by
Shanghai Agricultural Industrial and Commercial Group East Ocean Company*, an independent third party.

The remaining 40% interest in Hefei Dashushan Co is held by Hefei Shushan Lieshi Lingyuan Management Department*,
an independent third party.

The remaining 50% interest in Shandong FSY Development is held by Shandong World Trade Centre*, an independent
third party.

Nanchang Hongfu was established as a limited liability company under the laws of the PRC on November 17, 2009, and
is principally engaged in the sale of funeral and coffin furnishings and burial plots. The remaining 40% interest in
Nanchang Hongfu is held by Nanchang City Public Investment Holdings Co., Ltd.*, an independent third party, and
9.11% by Burial Management Department, an independent third party.

Ningbo Yongyi was established as a limited liability company under the laws of the PRC on January 9, 2013, and is
principally engaged in the provision of funeral services. The remaining 20% interest in Ningbo Yongyi is held as to 10%
by Zhang Cheng, an employee of our Group, and 10% by Li Xingyu, an independent third party.

Chongqing Anle Funeral Services was established as a limited liability company under the laws of the PRC on January
23, 2003 and is principally engaged in the provision of funeral services.

Zhengzhou Longhu was established as a limited liability company under the laws of the PRC on October 27, 2005, it was
wholly-owned by Henan FSY Industrial, and was principally engaged in the planting and sale of flowers and nursery
stock. It was liquidated and deregistered on September 13, 2013.

Shanghai FSY Funeral Arrangement Services was established as a limited liability company under the laws of the PRC
on May 17, 2011, and is principally engaged in the provision of funeral services.

Shanghai Senfu was established as a limited liability company under the laws of the PRC on July 2, 2013, and is
principally engaged in vegetable and fruit planting. The remaining 49% interest in Shanghai Senfu is held as to 37.5%
by Zhu Linbiao (RMIE), 6.25% by Xu Jian (#:5.) and 5.25% by Chen Pangfei (BEME€), all of whom are independent
third parties.

Shanghai Zhongdefu was established as a limited liability company under the laws of the PRC on March 21, 2013, and

is principally engaged in sales and after-sales services of cremation devices.
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OVERVIEW

We were the largest provider of death care services in the PRC in terms of revenue and
geographical coverage in the years ended December 31, 2010, 2011 and 2012, according to
Euromonitor. We were one of the first private company entrants into the PRC death care services
industry when we began operating a cemetery in Shanghai in 1994. Through almost 20 years of growth
in our operations and enhancement of the quality of our services, we have expanded our operations
to provide premium death care services in major cities in eight provinces of the PRC. We believe that
we have become a leader in the death care services industry and that our emphasis on the quality of
our death care services has made us a benchmark of the industry that others seek to emulate. This is
exemplified by our cooperation with certain PRC governmental entities to be the provider of training
to other industry participants.

Our cemeteries are beautifully designed by professional landscape architects to be in harmony
with natural surroundings and to reflect Chinese culture. Our cemeteries resemble parks and include
lawns, ponds and groves of trees, providing a relaxing and tranquil environment for customers to pay
their respects to friends or family members who have passed away. As part of the overall landscape,
our cemeteries also feature ancient Chinese architectural-styled facilities, such as pagodas and
pavilions. We extend and increase the number of burial plots in our cemeteries in phases based on
customer demand to ensure that the landscaping of our cemeteries continues to be in harmony with
natural surroundings and our cemeteries continuously appear as lush and well-planned parks.

Our burial services include a range of customization options, such as selecting the particular
landscape for the burial plot and the style of the memorial to be used. The memorials we sell are
designed and produced in-house by our professional designers and sculptors and are fully
customizable, with options ranging from traditional memorials to customized life-sized sculptures.
Additionally, we offer customers a range of burial services which we provide according to our
customers’ personal and religious requirements. For customers who choose for their family members
not to be buried in a burial plot, cremains are stored in our cremation niches in the columbariums
located in our cemeteries. We believe that the combination of our beautifully landscaped cemeteries
and our personalized and customized burial services has allowed us to demand a price premium for
our burial services.

We offer a complete range of funeral services at our funeral facilities, from the initial planning
of the funeral arrangements and interment, to the organization and hosting of the funeral, including
the transportation of the deceased to the funeral facility, cosmetological services, keeping of vigils,
performance of religious rituals and ceremonies, catering, and post-funeral services, such as
consultation services with respect to cremation and burial. In addition to the set of funeral packages
which we offer, our customers are able to personalize the funeral arrangements through the
value-added services we offer, such as video presentations on the life of the deceased, customized
wreaths and flower arrangements and specially-prepared decorations for display at the funeral. All of
our operating staff have received specialized training in providing funeral services and are also trained
to be attentive to the needs of our customers in the process of planning and providing funeral services.
We believe that our expertise in providing funeral services, gained from almost 20 years of experience
in the industry, our specially trained operating staff, and our customized funeral services have allowed
us to provide a comforting funeral atmosphere and experience for our customers, resulting in higher
customer satisfaction and differentiating us from other funeral services providers.
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Our cemeteries and funeral facilities are strategically located in eight major cities in the PRC and
we draw customers, not only from those cities, but also from surrounding areas. We own and operate
two cemeteries in Shanghai and one cemetery in each of Hefei in Anhui Province, Zhengzhou in Henan
Province, Jinan in Shandong Province and Jinzhou in Liaoning Province. We operate two funeral
facilities in Chongqing and one funeral facility in each of Shanghai, Hefei, and Xiamen in Fujian
Province. We have established a company in Ningbo and are in the process of procuring a suitable site

to establish a funeral facility in that locality.

We believe our brand, Fu Shou Yuan, is a leading death care services brand in the PRC and enjoys
a strong level of brand recognition among consumers and members of the industry. We were named
as a Top Ten Most Investment-Worthy Brand in Asia by the Global Times, the China Economic Herald
and the Asia Brand Association in 2013. We believe our brand has become synonymous with the
highest quality of service in the death care services industry in the PRC, representing beautifully
landscaped and professionally run cemeteries and first class funeral services. Many high profile and
distinguished individuals in the PRC, including academics, artists and other public figures, are buried
in our cemeteries. Further, we were also the first company from the PRC to be admitted as a member
of the International Cemetery and Funeral Association and the first non-governmental entity to hold
a directorial position in the China Funeral Association, which we believe reflects our strong standing
in the PRC death care services industry both in the PRC and internationally.

The PRC death care services industry is one of the fastest growing death care services industries
in the world. According to Euromonitor, the number of deaths in the PRC has been constantly
increasing, from 9.4 million deaths in 2008 to 9.7 million deaths in 2012, resulting in greater demand
for death care services. As Chinese values and culture place a strong emphasis on honoring and
showing respect to one’s deceased family members and remembering their contributions to society,
death care services have been an essential component of Chinese tradition and culture. Driven by such
cultural demands, the Chinese generally spend a higher proportion of their income on death care
services. In tandem with the rising number of deaths and strong economic development in the PRC,
spending on high quality death care services in the PRC has experienced rapid growth in recent years.
According to Euromonitor, average spending per cremation on death care services in the PRC
increased from RMB6,265 in 2008 to RMB10,079 in 2012.

We intend to extend the provision of our death care services to other locations in the PRC, where
we believe demographics such as population density, age and mortality rates and average household
income and local funeral and burial traditions, are suited to our business model. We also aim to
provide both burial and funeral services in each of the locations where we currently conduct our
business operations by acquiring or establishing funeral facilities or cemeteries, or collaborating with

funeral parlor or cemetery operators.

We experienced significant growth during the Track Record Period. For the years ended
December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our revenue was
RMB350.5 million, RMB421.4 million, RMB480.0 million and RMB306.7 million, respectively. For
the same periods, we had net profit of RMB113.7 million, RMB141.6 million, RMB138.2 million and
RMBI118.1 million, respectively.
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OUR COMPETITIVE STRENGTHS

We believe that the following competitive strengths have contributed and will continue to

contribute to our success in the death care services industry:

Leader in the death care services industry in the PRC

We were the largest provider of death care services in the PRC in terms of revenue and
geographic coverage in 2010, 2011 and 2012, according to Euromonitor. We were one of the first
private company entrants into the PRC death care services industry when we began operating a
cemetery in Shanghai in 1994. We focus on the provision of premium death care services and, through
almost 20 years of growth in our operations and enhancement of the quality of our services, have

expanded our operations to provide our services in major cities across eight provinces in the PRC.

We are a leading provider of premium funeral and/or burial services in the majority of the cities
in which we operate, in terms of revenue. As at December 31, 2012, we were the largest burial services
provider in Shanghai, Hefei, Jinzhou, Zhengzhou and Jinan, in terms of revenue. We were also the

largest funeral services providers in Chongqing and Hefei, in terms of revenue.

We believe that we were among the first PRC companies to incorporate contemporary methods
of cemetery and funeral services development and management from overseas countries, such as
designing and landscaping cemeteries and offering customized memorial products and funeral
services, and to apply such methods in the context of traditional Chinese funeral and burial
requirements. Our customized death care services incorporate the use of modern technology and
practices and reflect contemporary expressions of traditional Chinese funeral and burial rituals. For
example, we offer modern memorials, such as tombstones embedded with a data storage and LCD
touch screens which display images of the deceased. We believe that we were also among the first PRC
death care services providers to offer sculptures as a form of memorial and to establish museums on
cemetery premises as a means of commemorating the deceased and honoring and remembering their
contributions to society. We were the first PRC company to be admitted as a member of the
International Cemetery and Funeral Association, the Australian Funeral Directors Association and the
National Funeral Directors Association in the United States, and Mr. Wang Jisheng, our general
manager and one of our executive Directors, is a deputy director of the China Funeral Association and

head of its cemetery committee.

We lead the death care services industry in the PRC by setting benchmarks for the industry’s best
practices and standards for death care services. Mr. Ge Qiansong, our senior deputy general manager
responsible for sales and marketing, is currently the head of the Technology and Cultural Committee
of the China Funeral Association, an organization established by the MCA to engage in and oversee
funeral affairs in the PRC, and we cooperate with relevant PRC governmental entities to provide China
Funeral Association sanctioned training on death care services to local and international industry
participants and organize and host seminars for them. Such activities have also allowed us to gain

more visibility among the various participants in the industry.
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We believe that our brand, Fu Shou Yuan, is a leading death care services brand in the PRC and
enjoys a strong level of brand recognition among consumers and members of the industry. We were
named as a Top Ten Most Investment-Worthy Brand in Asia by the Global Times, the Chinese
Economic Herald and the Asia Brand Association in 2013. We believe our brand has become
synonymous with the highest quality of service in the death care services industry in the PRC,

representing beautifully landscaped and professionally run cemeteries and first class funeral services.

We believe that our well-known brand and our efforts in setting benchmarks for the industry’s
best practices and standards differentiate our services from our competitors and give us a competitive
advantage in the fragmented death care services industry in the PRC, which is largely made up of
small and mostly less well-known death care services providers. We believe that our competitive
advantages have positioned us as a leader in this industry and have allowed us to increase our market

penetration, market share and overall revenue.

Successful consolidator in a rapidly growing industry in the PRC

We have been successful in acquiring and turning less profitable or loss-making death care
services providers into viable and profit-making companies within our Group. For example, after we
acquired An Le Tang (% 4%%), a loss-making funeral facility in Chongqing in 2002, and revamped its
premises and operations by, among others, renovating the premises and introducing professionally
trained staff and personalized and customized funeral services, this funeral facility has become
profitable. Another example is a loss-making cemetery in Henan that we acquired in 2008, which we
renamed Henan Fu Shou Yuan (/#4575 [&). After improving the layout and landscaping of the
cemetery and applying our management expertise, this cemetery became profitable and, as at

December 31, 2012, was the largest cemetery in Zhengzhou in terms of revenue.

The PRC death care services industry is the largest and one of the fastest growing in the world.
According to Euromonitor, the number of deaths in the PRC has been steadily increasing, with the
mortality rate in the PRC increasing from 7.1%o in 2008 to 7.2%o in 2012, mainly due to the growing
and aging population, resulting in greater demand for death care services. At the same time, the PRC
industry for contemporary death care services benefits from a large unexploited market as the majority
of the PRC population currently employs traditional Chinese funeral and burial practices that are
commonplace in rural farming regions of the PRC. Further, intensive urbanization in the PRC has
resulted in an increasing shift away from traditional Chinese funeral and burial practices, towards the
use of modernized death care services. In addition, we believe that the economic development in the
PRC over the recent years, the concomitant increase in disposable income of the Chinese population,
and the emphasis in Chinese culture on honoring and showing respect to one’s family members has
contributed to an increase in demand for high quality death care services in the PRC. According to
Euromonitor, average spending per cremation on death care services in the PRC increased from
RMB6,265 in 2008 to RMB10,079 in 2012.
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We believe that the fragmented death care services industry in the PRC, which is largely made
up of small and mostly less well-known death care services providers, provides growth and market
consolidation opportunities for us. We intend to continuously seek acquisition targets and believe that
our leading brand, our ability to satisfy customers’ needs through provision of professional and
personalized services, our dedicated and experienced management team, and our proven track record
of successfully acquiring and managing companies places us in a competitive position to strategically
acquire smaller death care services providers in the rapidly growing death care services industry, to
extend our leading position in the industry, enhance our market penetration and increase our market
share and overall revenue.

Ability to satisfy our customers’ needs through provision of professional and customized services

We keep abreast of market changes and consumer demand from our provision of personalized and
customized death care services to our customers. All of our operating staff have received specialized
and professional training in providing death care services and are also trained to be attentive to the
needs of our customers in the process of planning and providing our death care services. They also
attend regular meetings to discuss developments in the industry so as to improve our services and
adapt to the changing needs of our customers. We offer our customers a range of burial services in our
beautifully landscaped cemeteries, including artistic, customized, traditional, lawn and green burial
services, which allow for varying degrees of customization. Through our customized burial services,
customers are able to fully personalize their burial plots, such as by selecting the landscaping and the
style of memorials to be used. The memorials are designed and produced in-house by our professional
designers and sculptors and are fully customizable, with options ranging from uniquely-designed
tombstones to customized life-sized sculptures. We also provide space-saving and environmentally
friendly green burial services to cater to environmentally-focused customers. Customers can also
choose from a range of burial rituals which we provide according to their personal and religious
requirements.

Our cemeteries also feature themed areas, each with distinctive landscaping and decorative
features, to cater to the needs of our various groups of customers. For example, we have a themed
burial area for children and adolescents with decorative features such as statues of cartoon characters
and landscaping of scenes from popular children’s television programs to evoke the setting of a
children’s playground. We also have themed burial areas for war veterans to honor their military
service. These burial areas feature military themed monuments and memorials and provide a dignified
setting and location for veterans to be buried. Such burial areas also allow fellow veterans to be buried
in close proximity to each other.

We provide an extensive range of funeral services in different styles and religious rituals as
requested by customers. We allow our customers to personalize the funeral services they receive by
selecting value-added services in addition to the set funeral services packages which we offer. We
believe that our expertise in providing funeral services, gained from almost 20 years of experience in
the industry, our specially trained operating staff, and our personalized and customized funeral
services, such as video presentations featuring and celebrating the life stories of the deceased, have
allowed us to provide a more comforting and less sorrowful funeral atmosphere and experience for our
customers, resulting in higher customer satisfaction and differentiating us from other funeral services
providers.
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Our customers are willing to pay a price premium for our professional and personalized funeral
services than for those of our competitors, allowing us to enjoy higher net profit margins. Our net
profit for the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013
was approximately RMB113.7 million, RMB141.6 million, RMB138.2 million and RMB118.1 million,
respectively, representing a net profit margin of approximately 32.4%, 33.6%, 28.8% and 38.5%,
respectively, during the same periods.

Presence in strategic locations within certain major cities in the PRC

Our cemeteries and funeral facilities are located in eight major cities in the PRC. For our burial
services, we operate two cemeteries in Shanghai and one cemetery in each of Hefei, Zhengzhou, Jinan
and Jinzhou. For our funeral services, we operate two funeral facilities in Chongqing and one funeral
facility in each of Shanghai, Hefei and Xiamen. We have established a company in Ningbo and are in

the process of procuring a suitable site to establish a funeral facility in that locality.

We strategically select the locations in which we provide our services based on, among other
considerations, population demographics, such as population density, age, mortality rates and average
household income, local funeral and burial traditions, the competitive landscape and the stage of
development of the death care services industry in the particular locality. For our cemeteries, we focus
on locations with beautiful natural surroundings with mountains and rivers that have been carefully
selected based on the principles of the traditional Chinese discipline of Fengshui, which is an
important consideration for many of our customers. For our funeral facilities, we focus on city centers
with high population densities. All of our cemeteries and funeral facilities are well connected to
transportation networks and are easily accessible. We enjoy a competitive advantage over our
competitors as first movers in many of the localities in which we operate, as the market in most
localities cannot support more than a few cemeteries and funeral facilities and local governments have
since placed limitations on the number of death care services providers that are permitted to operate
in the particular locality.

We maintain a network of customer service centers in the areas in which we have operations that
serve as customer contact points and allow us to maintain a presence among prospective customers and
to respond to their needs and demands promptly. Our sales staff conduct marketing activities in these
locations and in the surrounding areas, such as organizing and conducting site visits to our cemeteries
during Chinese cultural festivals, enabling us to establish a foundation for ongoing business
opportunities with members of these communities, as families tend to return to the same cemetery for
multiple generations, enhance our market penetration and increase our market share and overall

revenue.

Commitment to social responsibility and preservation of Chinese values and culture

It has been a long established and important tradition in the PRC to honor and show respect for
the deceased. Death care services have been an essential component of Chinese tradition and culture.
As the final step of the deceased’s life, they allow friends and family to pay tribute to and
commemorate the life of the deceased. We are guided by Chinese cultural values of filial piety,
devotion to family and honoring and showing respect for one’s ancestors, in designing and providing
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our death care services. Our death care services can be tailored to conform to the wishes the deceased
may have had or to the preferences of the family of the deceased, and we also offer a full range of
funeral and burial rituals and ceremonies to cater to the needs of customers when paying tribute and
final respects to deceased. In addition, we have established a World War II memorial and a museum
in our cemetery in Shanghai, which commemorates soldiers who sacrificed their lives in defense of
the country and features the life stories of certain famous persons buried in the cemetery. This forms
part of our effort to preserve Chinese values and culture by honoring the contributions to society from
these individuals and ensuring that their achievements are remembered by and passed down to future
generations. Our museum is frequently visited by school groups.

We also have a strong commitment to social responsibility and seek not only to provide the
highest quality of death care services to our customers, but also to assist people who have passed away
in the service of society or who have made other contributions to society and whose family cannot
afford death care services. For example, we offer free or discounted burial services to certain public
servants, such as certain police officers and certain soldiers who passed away in the line of duty, the
needy, such as certain low income families and cancer patients who have spent all their money on
cancer treatment before passing away, and other people who have contributed to society, such as
people who have donated their bodies for medical and scientific research. We are also aware of our
social responsibility to protect and conserve the environment and provide environmentally friendly
and space saving burial services, such as green burial services, where cremains are buried under trees
and flower beds.

We believe that our commitment to the preservation of Chinese values and culture and social
responsibility have contributed to the popularity and strength of our brand and our leading position
in the industry.

Dedicated, experienced and stable management team

We benefit from a stable and experienced senior management team. The members of our senior
management team have an average of nearly 20 years of experience in the death care services industry
and each of them has been with our Group for more than 15 years. In particular, Wang Jisheng, our
general manager and one of our executive Directors, has 17 years of industry experience and is a
deputy director of the China Funeral Association and the head of its Cemetery Committee. Wang
Jisheng’s experience in the industry has been recognized by PRC governmental entities responsible for
overseeing the PRC death care services industry. He has played a role in setting the industry’s best
practices and standards and has conducted training sessions for over 14 years and has taught many
industry participants, including both PRC and international participants. In addition, Ge Qiansong, our
senior deputy general manager responsible for sales and marketing, has nearly 40 years of industry
experience. He was a deputy head of the Technology and Cultural Committee of China Funeral
Association between 1995 and 2012 and has been the head of the committee since 2012.

All members of our senior management team have received specialized and professional training
in death care services. Our senior management team enjoys strong links with overseas counterparts,
which has allowed the exchange of knowledge and ideas on death care services between us and
overseas death care services providers, giving us insight into international trends and advances in the
industry.
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Further, we also benefit from having a diverse management team, composed of senior members
who have many years of experience in the death care services industry and other members who have
relevant overseas work experience and/or education, offering different experience and perspectives in
managing our business operations and expansion. Our management team shares a common vision to
grow our Company and enjoys a proven track record of achieving growth for our Company.

We believe that the proven record and deep understanding of the death care services industry in
the PRC of our management team will enable us to capture market opportunities and develop and
execute our strategies for further growth.

OUR STRATEGIES

We aim to strengthen our leading position in the death care services industry in the PRC through
the following strategies:

Continue to be a role model in the death care services industry by setting industry best practices
and reinforcing Chinese tradition and cultural awareness through our services

The PRC death care services industry is relatively under-developed compared to the death care
services industries in countries like the United States, the United Kingdom and Australia, and
contemporary death care services in the PRC have not been commercialized and adopted by the
population to the extent seen in these overseas countries. We aim to continue to be a role model in the
death care services industry by improving current industry practices and advancing the PRC death care
services industry. We intend to leverage the strong links our senior management team enjoys with
overseas counterparts in the death care services industry and continue to exchange knowledge with
them to develop and introduce new and improved death care services to the PRC. We also seek to
continuously improve our business operations by training our employees to be more proficient in their
ability to serve our customers’ needs and increasing the range and quality of our death care services.

In line with being a role model in the industry, we aim to lead the industry in best practices and
standards and continue to set new benchmarks for the industry. We intend to do so through continuing
our cooperation with relevant PRC governmental entities to provide China Funeral Association
sanctioned training on death care services to a greater number of participants in the industry and
organizing and hosting seminars for industry participants to share their industry experience and
discuss ways in which practices in the industry can be improved.

While pioneering the improvement of the practices and standards of the death care services
industry, we also intend to reinforce Chinese tradition and cultural awareness through our services by
establishing more museums and/or educational features in our cemeteries to educate the public, in
particular the young, of the importance of preserving Chinese values and the culture of honoring and
showing respect to one’s ancestors and remembering their contributions to society.

We believe that our efforts to continue to be a role model in the industry and preserve Chinese
tradition will not only enable us to expand the range of our services and further develop our technical
capabilities but also allow us to maintain our position as a leader in the PRC death care services
industry.
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Increase our market share by extending the provision of death care services to other locations in
the PRC

We aim to offer both funeral and burial services at locations in which we currently operate. To
expand our services and increase our market share in and revenue from these localities, we intend to
acquire, establish or collaborate with funeral service providers in Jinzhou, where we currently only
provide burial services, and cemeteries in Chongqing and Xiamen where we currently only provide
funeral services.

We also intend to increase our market share and overall revenue by extending the provision of
our death care services to other locations in the PRC where there is demand for premium death care
services by leveraging our leading brand and extensive operational experience gained from operating
our current business operations. We intend to expand our business operations and to provide both
death care services at locations in major cities of other provinces, through acquiring, establishing or
collaborating with cemeteries and funeral parlors and/or facilities, where population demographics,
such as population density, population age and mortality rates and average household income, and
local funeral and burial rituals, would suit our business profile and allow us to have access to more

customers.

As part of our efforts to increase our market share in the PRC, we also intend to increase the
number of our customer service centers. We believe that having customer service centers located in
city centers with high population densities is an important means of establishing a presence in a
locality and building relationships with families in the local communities, particularly for our
cemeteries, which are located at the border of city centers where population density is lower.

Expand our range of service offerings to cater to evolving market demand

We aim to keep abreast with market changes and consumer demands through continuous
expansion of our range of service offerings. We seek to cater to evolving customer demand through
our management and operating staff, who gather and exchange experiences and views with regard to
our business and operations so as to understand and adapt our death care services to the growing and

changing needs of our customers with the ultimate goal of improving the customer experience.

Although PRC law currently only allows the provision of “pre-need” death care services, which
are death care services provided to living persons in preparation for the future, to customers who
fulfill certain conditions, depending on locality, such as (i) being of a minimum prescribed age,
depending on locality; (ii) being terminally ill; or (iii) requiring “pre-need” death care services to be
buried next to a deceased spouse, we are currently in discussions with relevant governmental entities
and insurance companies with respect to the feasibility of providing pre-need death care services to
customers who do not meet any of the required conditions. As a leader in the PRC death care services
industry, in the event there is a change in government policy to permit the provision of such services,
we aim to be the first funeral and service provider in the PRC to tap this new market and provide this
range of service offerings. We believe we have gained an understanding of pre-need death care
services through our knowledge exchange with our overseas counterparts, most of which have been

providing pre-need death care services for many years.
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We intend to expand our range of burial services by, among others, increasing the variety of our
green burial services and introducing post-burial services, such as online services to allow for the
convenient purchase of flowers and offerings for festivals or days when people remember and honor
their deceased friends and family. We also intend to expand our range of funeral services and the
degree to which they can be customized. We also seek to offer more in-house value-added services,
such as videography services, provision of high-end refreshments and webcasting of funerals, that can
be added to these packages to achieve higher revenue per funeral and improved customer satisfaction
through the provision of a more comprehensive and personalized service experience. We aim to train
our employees to be more proficient in their ability to offer a broad range of funeral service options,
stressing our ability to design a personalized service that reflects the special needs of our customers.

As the cremation technology employed by PRC Government operated crematoriums is becoming
obsolete in light of an increasing focus on environmental protection, we plan to capitalize on the rising
demand for environmentally friendly cremation machines by manufacturing and supplying advanced
and environmentally-friendly cremation machines to these crematoriums.

Leverage our “Fu Shou Yuan” brand and leading market position and further expand through
acquisition, collaboration and joint ventures

We aim to offer both burial and funeral services in each of the locations in which we currently
operate and to expand into other locations in the PRC. We intend to actively expand through selective
acquisitions, collaborations and joint ventures so as to gain access to new markets, expand the range
of our services and further develop our technical capabilities.

In the near term, our acquisitions, collaborations and joint ventures will focus on privately or
PRC Government owned funeral and/or burial services providers operating in target locations in major
cities of other provinces, where, we believe, population demographics, such as population density, age
and mortality rates and average household income, and local funeral and burial traditions, suit our
business model. We intend to be selective with our acquisition targets and collaboration and joint
venture partners by having regard to, among others, their reputation in the industry, the scale of their
operations, the quality of their services and their operational track record.

We believe that this strategy will enable us to extend our leading position in the death care
services industry in the PRC and to provide our services to a greater number of customers, expand our
coverage and increase our market share and overall revenue. As of the Latest Practicable Date, we had
not identified any target for acquisition or partners with which we plan to collaborate and/or form a

joint venture.

OUR SERVICES

We were the largest provider of death care services in the PRC in terms of revenue and
geographic coverage in 2010, 2011 and 2012, according to Euromonitor. The death care services
industry in the PRC mainly comprises the funeral, cremation and burial services industries, where
cremation services are currently only permitted to be provided by government-operated crematoriums.
We focus on the provision of premium death care services and were one of the first private company
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entrants into the PRC death care services industry when we began operating a cemetery in Shanghai
in 1994. Through almost 20 years of growth in our operations and enhancement of the quality of our
services, we have expanded our operations to provide premium death care services in major cities of

eight provinces in the PRC.

The following diagram is a summary of the three main services provided in the death care

services industry and illustrates the steps in which these services are provided:

1. Funeral Services

2. Cremation Services

3. Burial Services

1 Services provided by our Group

Our cemeteries and funeral facilities are located in strategic locations in the major cities of eight
provinces in the PRC and we draw customers not only from those cities, but also from surrounding
areas. For our burial services, we operate two cemeteries in Shanghai and one cemetery in each of

Hefei, Zhengzhou, Jinan and Jinzhou. For our funeral services, we operate two funeral facilities in

We offer customized funeral services, which include:

(i) initial planning for the arrangement of funeral and interment;
(ii) organization and hosting of the funeral; and
(iii) post-funeral services.

Our funeral services are provided in predetermined funeral services
packages, which our customers can personalize by including other
value-added services we provide. See “— Our Funeral Services.”

Cremation services are currently only permitted to be provided by
government-operated crematoriums.

We assist customers in liaising with crematoriums and offer them storage
of the cremains of the deceased in our columbariums and pavilions.

We offer customized burial services in our cemeteries, which include:

(i) the right to use the burial plots;

(ii) tombstones, grave markers and other memorials to be used on the
burial plots;

(iii) design and landscaping of the burial plot;

(iv) organization and conduct of burial rituals; and

(v) on-going maintenance services.

See “— Our Burial Services.”
We also offer after-burial services, such as the organization of memorial

activities and the sale of ancillary products, such as flowers and other
offerings, to our customers.

Chongqing and one funeral facility in each of Shanghai, Hefei and Xiamen.
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The following map illustrates the location of our cemeteries and funeral facilities in the PRC as
of the Latest Practicable Date:

* Jinzhou

Jinan
Zhengzhou
* Shanghai (Headquarters)
Hefei
Chongqing ()
o o Ningbo"
* Cemetery ()
Xiamen

@ Funeral facility

(1)  We have established a company in Ningbo and are in the process of procuring a suitable site to establish a funeral facility

in that locality.

We provide a wide range of burial services at our cemeteries. Each of these services allows for
varying degrees of customization and encompasses all aspects of the burial, from the planning stages,
where customers have discussions with our customer service representatives to select a burial service
that best suits their needs and to decide on the various aspects that require customization, to the
organization and implementation of the burial, where the cremains are transported from the

13

crematorium to our cemetery and buried or stored in our cremation niches. See “— Our Burial

Services”.

Our funeral services encompass all aspects of a funeral, from the initial planning of the funeral
arrangements and interment to the organization and hosting of the funeral, and include transportation
of the deceased to our funeral facility, cosmetological services, keeping of vigils, performance of
religious rituals and ceremonies, catering and post-funeral services, such as consultation services with
respect to cremation and burial. Similar to our burial services, our funeral services allow for varying

113

degrees of customization. See “— Our Funeral Services”.

161



BUSINESS

The following table shows our Group’s revenue which was derived from burial and funeral

services provided by our Group during the Track Record Period.

Year ended December 31, Six months ended June 30,

2010 2011 2012 2012 2013
% of % of % of % of % of
total total total total total

Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue

(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)

Burial services. . . . . . . 302,679 86.4 367,555 87.2 418,860 87.3 199,392 85.8% 269,553 87.9%
Funeral services . . . . . . 47,791 13.6 53,865 12.8 61,117 12.7 33,092 14.2% 37,103 12.1%
Total. . . . . . ... ... 350,470 100.0 421,420 100.0 479,977 100.0 232,484 100.0% 306,656 100.0%

Our Burial Services

We operate two cemeteries in Shanghai and one cemetery in each of Hefei, Zhengzhou, Jinan and
Jinzhou, and provide premium customized burial services at each of these locations. Two of our
cemeteries, Shanghai Fu Shou Yuan and Jinzhou Maoshan Anling, each houses a columbarium. We
have established a subsidiary in Nanchang in Jiangxi Province and are currently in the process of
acquiring land to develop a cemetery. As of December 31, 2012, we were the largest burial services

provider in each of Shanghai, Hefei, Jinzhou, Zhengzhou and Jinan, in terms of revenue.

We offer our customers a range of customized burial services in our cemeteries, which are
categorized into customized, artistic, lawn, green, traditional and indoor burial services, and we
generate revenue mainly from the sale of burial plots, which includes (i) the rights to use the burial
plots; (ii) tombstones, gravemarkers and other memorials to be used on burial plots; and (iii) other
services such as the organization and conducting of burial rituals, and the design and landscaping of
the burial plots. The right to use the burial plots typically range for terms between 20 and 70 years,
depending on the locality. For example, the term of use for a burial plot is typically 70 years in
Shanghai and 50 years in Henan. Customers may renew their right to use the burial plots at the end
of the sales contract by paying a renewal fee. We expect such a renewal fee to be determined based
on, among other things, the prevailing market rates and the costs to be incurred by us at that time.
Customers may also retrieve the cremains at the end of the contract. If customers fail to renew the
contract and retrieve the cremains, we have the right to deal with the cremains in our absolute

discretion. None of our sales contracts have expired as of the Latest Practicable Date.

In addition, we also generate revenue from our cemetery maintenance services, which include
ongoing fees for maintaining burial plots and management fees for our cemeteries. We also generate
revenue from the sale of other burial-related products and services, such as design services, tombstone

engraving, sculptures and flowers.
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1. Consultation on burial
arrangements

2. Selection of burial
services and signing of
contract

3. Selection and design of
burial plot and memorial

4. Construction of
memorial and
landscaping of burial plot

5. Receipt of burial plot and
memorial

6. Selection of burial
date, rituals and
ceremonies and related
services

7. Performance of burial
rituals and ceremonies

8. Provision of after-burial
services

The following diagram illustrates the major steps involved in the provision of our burial services:

We provide consultations with customers, where we introduce our range of burial services. We seek
to understand each customer's requirements before recommending certain services to them and
suggesting ways in which these services can be tailored to further suit their needs.

We provide customers with guided on-site visits to familiarize them with our cemeteries and various
styles of burial plots available.

Customers select a particular burial service by signing a sales contract and paying a deposit.

We continue to assist customers in tailoring their chosen burial service to suit their specific needs.

Depending on the chosen burial service, our professional landscape architects may also assist
customers in designing the landscape of the burial plots.

We assist our customers in selecting a memorial from our extensive range of memorials.

The memorials are designed and manufactured in-house by our professional designers and sculptors
and, depending on the chosen burial service, may be fully customized, with options ranging from
uniquely designed tombstones to personalized life-sized sculptures.

‘We commence work upon receipt of customer confirmation.

Customers pay remaining balance on the deposit.

Customers inspect the finished burial plot with the installed memorial before confirming receipt of the
burial plot.

Customers select burial dates.
We offer a variety of burial rites, including Buddhist and other religious rituals.

We offer other related services such as the provision of flowers and offerings.

We assist in the logistics of the burial and the performance of burial rituals and ceremonies.

We generally engage third party contractors to help with the physical burial works.

‘We provide on-going maintenance services of the burial plots and conduct periodic checks on the
memorials and perform repairs of the memorials when required.

We offer certain after-burial services, such as the organization of memorial activities and the sale of
flowers and offerings, to our customers. We remain in contact with our customers and update them
regarding our memorial activities from time to time.
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Burial Services Terms

Under our sales contracts for burial services, all burial plots and cremation niches purchased by
our customers are non-transferrable. Depending on local laws and regulations on the length of use of
burial plots and cremation niches in the respective localities in which we operate, as of the Latest
Practicable Date, our customers have the right to use the burial plots and cremation niches for a
prescribed term stipulated in the sales contract, which typically ranges between 20 to 70 years,

depending on the locality.

The sales contracts for our burial services involve only the safekeeping of cremains and do not
involve the sale of a land use right. When we sell and assign the right to use burial plots or cremation
niches in our cemeteries, we are providing a type of custody service and we undertake to our
customers to safekeep the deceased’s cremains for an agreed period of time, which does not
contravene any PRC laws or regulations. Upon signing of the sale contract by the customers, they have
the right to use the burial plot. The term of providing a custody service over cremains is independent
of the term of our land use right for relevant cemetery and we are able to legally provide such services
for a term of any number of years, including a term that would exceed the duration of the land use
right of the respective cemetery. Our PRC legal advisors, Watson & Band Law Offices, have advised
us that the sale of custody services with sales terms that are longer than the duration of the current
land use rights of the cemeteries is not in violation of any applicable PRC laws or regulations. We have
also received confirmation letters from the local Civil Affairs Bureaus of the localities in which our
cemeteries are located, confirming that our cemeteries have complied with and have no activities that

violate any applicable laws and regulations regarding the burial services industry.

Although some of the rights to use our burial plots that have been sold to customers may be
longer than the land use rights to certain cemeteries we currently have, we have the right to apply for
an extension for such land use rights one year before such rights expire. The sales contracts for our
burial services entail a safekeeping obligation on our part for cremains. The sales contracts do not
involve sale of land use rights. The terms of sales in some sales contracts could be longer than the
period of land use rights granted for the land. Our PRC legal advisors have advised us that: (i) the
omission of such information does not constitute a breach of contract or fraud; (ii) the sales contracts
with these affected customers remain valid and binding; and (iii) there is no legal basis for the affected
customers to dispute the validity of these sales contracts on the basis that they were not advised of
the terms of sales in the sales contracts could be longer than the period of land use rights granted for
the relevant land. Our PRC legal advisors have also advised us that the possibility of the local
governments not extending our land use rights over our cemeteries is remote and that, in the unlikely
event that the local governments do not extend our land use rights, which may result in us breaching
our obligations under the sales contract, we may need to compensate the affected customers based on
the actual losses incurred for not being able to use such burial plots for the remaining term of the sales
contracts, including the actual losses incurred by such customers in connection with the relocation of
the relevant cremains. As of the Latest Practicable Date, such burial plots accounted for approximately

19% in value of all the burial plots sold.
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Our customers are generally required to pay a deposit at the time they enter into the sales
contract with us and the balance of the service fee before we commence work. The deposit is
refundable so long as we have not commenced work. Save for an administrative fee that we retain,
which amounts to approximately 5% to 20% of the total service fee, and any cost incurred for work
that has been performed, we normally refund the total service fee (including the deposit) to our
customers if, after paying for our services in full, they decide not to utilize our services, provided that

the cremains have not been buried or placed in our cremation niches.

Our customers are required to pay in advance maintenance fees relating to the maintenance of
their cremation niches or burial plots and memorials over a prescribed fixed period, and such amounts
are generally paid together with the purchase of our burial services. Our customers may renew their
right to use the burial plots at the end of such periods by paying a renewal fee. We have the right to
deal with the cremains at our absolute discretion if our customers fail to renew the maintenance
services after the conclusion of the fixed period. Although we do not currently have any contracts that
are due to expire in the near term, it is our intention to notify the next of kin of the deceased to retrieve
the cremains upon the expiry of the sales contract and to allow them to enter into a new sales contract
over the same burial plot if they choose to.

While we have not recycled the use of any burial plots, we intend to recycle burial plots that

become available for use and to disclose the history of such burial plots to prospective buyers.
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The table below sets forth the average selling prices of burial plots of our respective cemeteries

for the periods indicated.

Average Selling Price (RMB)

For the six

months ended
For the years ended December 31,

June 30,
Cemetery 2010 2011 2012 2013
Shanghai Fu Shou Yuan ................. 98,988 129,972 150,615 138,594
Haigang Fu Shou Yuan .................. — — — 54,506
Henan Fu Shou Yuan ................... 17,388 16,305 30,126 36,401
Hefei Dashushan Cultural Cemetery. ........ 56,031 77,755 76,052 78,240
Shandong Fu Shou Yuan ................. —@ 64,068 63,519 58,944
Jinzhou Maoshan Anling .. ............... —® —® 25486 27,954

(1)  Haigang Fu Shou Yuan was only consolidated into the Group beginning in 2013.
(2)  Shandong Fu Shou Yuan was only consolidated into the Group beginning in 2011.
(3)  Jinzhou Maoshan Anling was only consolidated into the Group beginning in 2012.

Our Range of Burial Services

Type of Burial Service Service Description

Customized Burial Services

Customized burial services allow for our customers to fully
personalize and customize their burial plots. Our customers are
able to decide on, among others, the location, size, and design
and layout of the burial plot, and the types and styles of
memorials and decorative items to be used, which range from
uniquely designed tombstones to customized life-sized
sculptures.

Our in-house professional designers and landscape architects
design and landscape the burial plots to customers’ specific
requirements.

167



BUSINESS

Type of Burial Service

Service Description

Artistic Burial Services

Artistic burial services allow for our customers to choose from
an extensive range of pre-designed and pre-fabricated memorials
to be used on burial plots that are uniform in size and
landscape.

Our in-house professional designers and sculptors personalize
and customize certain aspects of the memorials chosen by
customers, such as making minor alterations to the structure of
the memorial and adding photographs or inscriptions onto the
memorial.

Lawn burial services involve the burying of cremains in lawn
burial plots situated on our well-kept lawns with a flower bed
and/or gravemarker at the head. Our customers may choose the
location of the lawn burial plot and may work with our in-house
professional sculptors to add photographs and/or inscriptions
onto the gravemarker. Lawn burial plots have a neat and
uniform appearance and our lawns are lined by well-maintained
shrubs and are surrounded by landscaped gardens.
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Type of Burial Service

Service Description

Green Burial Services

Green burial services are an environmentally friendly and space
saving means of burial, whereby cremains are buried under
natural gravemarkers, such as fieldstones, trees and flower beds,
or interred into low rising walls in our cemeteries. These
natural gravemarkers or low rising walls harmoniously form part
of the landscaping of our cemeteries. Such services have been
designed to preserve the natural environment and to cater to the
demands of our environmentally friendly customers.

Traditional burial services involve the burying of cremains in
burial plots that are uniform in size and landscaping and the use
of standardized pre-fabricated headstones. Traditional burial
plots are located in predetermined zones within our cemeteries.
Our customers may also work with our in-house professional
sculptors to add photographs and/or inscriptions onto the
headstone.
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Type of Burial Service Service Description

Indoor Burial Services

Indoor burial services involve the storage of cremains in our
columbariums at a number of our cemeteries.

Our columbariums are beautifully designed and the cremation
niches are separated into specially-themed halls, each with
distinctive decorative features, to cater to the needs of various
groups of customers. For example, there are themed halls for
children and adolescents with decorative features such as
brightly colored walls, children’s furniture and pictures of
cartoon characters to resemble a children’s nursery.

Our columbariums also feature the use of modern technology by
providing large screen televisions in a number of halls, on

which customers are able to view videos and/or photographs of
the deceased when paying their respects.

Burial Rituals and Ceremonies

We perform burial rituals and ceremonies before cremains are buried in our burial plots, under
our natural gravemarkers or interred into the walls in our cemeteries. Our customers are able to choose
from a range of burial rituals and ceremonies to suit their personal and religious requirements. Most
of the burial rituals and ceremonies are performed in-house by specially trained operating staff.

Cemetery Maintenance Services

We provide on-going cemetery maintenance services as part of our burial services to maintain
our beautifully landscaped cemeteries and keep the memorials in good repair. We conduct daily checks
on the cleanliness of our cemeteries and the general state of the landscaping, and periodic checks on
the memorials in the cemeteries to ensure that they are in good repair.

Our customers are required to pay maintenance fees relating to such maintenance services in
advance and such amounts are generally paid together with the purchase of our burial services. The
amount of maintenance fees paid by each customer is generally for a 10 to 20 year period. For the
years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, we generated
revenue from the provision of cemetery maintenance services in the amounts of RMBS5.0 million,
RMB6.5 million, RMB7.9 million and RMB5.8 million, respectively, accounting for 1.4%, 1.5%, 1.6%
and 1.9%, respectively, of our total revenue for the same periods.

Our Funeral Services
We operate two funeral facilities in Chongqing and one funeral facility in each of Shanghai,

Hefei and Xiamen. We have established a company in Ningbo and are in the process of procuring a
suitable site to establish a funeral facility in that locality. Our funeral facilities generally feature a
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mortuary, a catering hall, guest rooms, a customer service center, funeral halls and incense-burning
wells. All our funeral facilities are situated in city centers in cities with high population densities and
are well-connected to transportation networks. As of December 31, 2012, we were the largest funeral

services providers in Chongqing and Hefei in terms of revenue.

We commenced operations at our two funeral facilities in Chongqing and our funeral facility in
Shanghai in May 2002, January 2003 and May 2011, respectively. We lease the land on which our
funeral facility is built in Yuzhong, Chongqing, and lease the funeral facility in Sha Ping Ba,
Chongqing. See “— Properties.” Our funeral facility in Shanghai is located in Shanghai Fu Shou Yuan
and we own both the funeral facility and the land on which it is located. In 2008, we entered into a
cooperation agreement with a government-owned funeral parlor in Hefei with a term of ten years,
allowing us to operate the funeral facilities in the funeral parlor in exchange for giving the
government-owned funeral parlor 40% of the revenue we derive from the funeral facilities. We are
entitled to 60% of the revenue and are obligated to bear all operational risks and taxation costs. In
November 2012, we entered into a joint venture agreement with Xiamen City Funeral Services Centre,
a government owned funeral parlor in Xiamen, with a term of 12 years, pursuant to which Xiamen
Huaixiang was established with our Group having 90% ownership and Xiamen City Funeral Services
Centre having 10% ownership. Pursuant to the contract, in exchange for Xiamen City Funeral Services
Centre allowing Xiamen Huaixiang to use the funeral facilities in the funeral parlor to provide funeral
services to the general public, Xiamen City Funeral Services Centre is entitled to 40% of net profit

of Xiamen Huaixiang.

The following table sets out details of our funeral operations.

Details of
(i) ownership/lease of
land and facilities or

Form of Share of  Group’s share of (ii) cooperation with Size of the
Location operation profit operating costs third-party facilities
Sha Ping Ba, Self-operating 100% 100% Building is leased by 4,179 sq.m.
Chongqing the Group, with the

lease expiring in
January 2018.

Yuzhong, Self-operating 100% 100% Building is owned by 3,556 sq.m.
Chongqing the Group built on

leased land, with the

lease expiring in May

2014. An application

for renewal of the

lease has been

submitted.
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Details of
(i) ownership/lease of
land and facilities or

Form of Share of  Group’s share of (ii) cooperation with Size of the
Location operation profit operating costs third-party facilities
Shanghai Cooperation 75% 100% Funeral facility area 1,280 sq.m.
with provided rent-free by
government- the government-
owned funeral owned funeral parlor
parlor under the contract
terms. The
cooperation contract
expires in June 2018.
Hefei Cooperation 60% 100% Funeral facility area 1,338 sq.m.
with provided rent-free by
government- the government-
owned funeral owned funeral parlor
parlor under the contract
terms. The
cooperation contract
expires in 2018.
Ningbo Self-operating — — The Group has yet to —
source a property to
use as a funeral
parlor.
Xiamen Cooperation 60% The Group will Funeral facility area 4,000 sq.m.
with share 60% of provided for an
government- the operating annual rental fee of

owned funeral
parlor

costs when the RMB120,000 by the

funeral facility government- owned
is profitable,
and 90% of the

operating costs

funeral parlor under
the contract terms.
The cooperation
when it is contract expires in

unprofitable 2024.

We provide customized funeral services at our funeral facilities and we generate revenue from
planning, organizing and conducting funerals, including among other services, the transportation of
the deceased to the funeral facilities, cosmetological services, keeping of vigils, the performance of

religious rituals and ceremonies, catering and post-funeral services.
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We sell our funeral services in funeral packages and offer our customers the ability to personalize
the funeral arrangements through the value-added services we offer, such as video presentations on the
life of the deceased, customized wreaths and flower arrangements and specially-prepared decorations
for display at the funeral.

The following diagram illustrates the major steps involved in the provision of our funeral

services:
e We typically receive and transport the deceased to our funeral facility.
1. Transporting the . . .

e We place the deceased in our mortuary and discuss the funeral arrangements with the

deceased to our funeral K

i family members.

facility

¢ Our technicians inspect the equipment in the mortuary every day to ensure that it is always

functioning properly.

¢ We provide consultations with our customers and suggest certain funeral packages and
2. Selecting funeral various value-added services for them.
packages, signing of

contract and payment ¢ Our customers select a particular funeral service, together with certain of our value-added

services, and sign our sales contract.

of fees
¢ Save for our funeral facilities in Chongqing, customers pay the full service fee before we
commence work. For our funeral facilities in Chongging, customers pay a deposit when
they sign our sales contract.
¢ We make up and dress up the deceased in accordance with the wishes of our customers.
3. Preparation for the e We set up and decorate the funeral hall and arrange for the performance of religious rituals

funeral ritual/ceremony or ceremonies as requlred by our customers.

e We provide value-added services, such as customized wreaths and flower arrangements,
specially-prepared decorations for display at the funeral and video presentations celebrating

l the life of the deceased.

e We are attentive to the varying rituals and ceremonies that our customers in different
localities require and provide suggestions to our customers as to the rituals and ceremonies
4. Conduct funeral to be performed in accordance with local customs.
ritual/ceremony

l

5. Conduct farewell ceremony
and settling of accounts ¢ We conduct a farewell ceremony, while observing various Chinese cultural traditions and
rituals that are in line with the deceased’s religion.

e We rehearse the procedures of the farewell ceremony with the family members of the
deceased.

the day before the farewell ceremony (for our other locations, payment of all fees is required

e For our funeral facilities in Chongging, customers pay the remaining balance of our fees on
in advance).

e We assist in arrangements with the crematorium and the transportation of the decreased to

6. Transport the the crematorium.

deceased to the

h e We offer storage of the cremains of the deceased in our cremation niches.
crematorium
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Our customers are given the choice to personalize the funeral services by including various
value-added services we provide, such as video presentations featuring the life stories of the deceased,
customized wreaths and flower arrangements and specially-prepared decorations for display over the
funeral, to the predetermined funeral services packages we offer. We assign a customer service
representative to each customer to act as the host of the funeral. The host of the funeral oversees all
aspects of the funeral, coordinates the performance of the various rituals and ceremonies involved in
the funeral and attends to any special request from the customer. All our operating staff receive
specialized training in providing funeral services and are trained to be attentive to the needs of

customers when planning and providing such funeral services.

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
the range of yearly average selling prices for the funeral services at both of our funeral facilities in
Chongqing was RMB17,000 to RMB22,100. For the years ended December 31, 2010, 2011 and 2012
and the six months ended June 30, 2013, the range of yearly average selling prices for the funeral
services at our funeral facility in Hefei was RMB 1,600 to RMB2,600. For the years ended December
31, 2011 and 2012 and the six months ended June 30, 2013, as we only started to provide funeral
services in Shanghai from 2011, the range of yearly average selling prices for the funeral services at
our funeral facility in Shanghai was RMB3,900 to RMB4,600. For the six months ended June 30, 2013,
as we only started to provide funeral services in Xiamen in 2013, the yearly average selling price for
the funeral services at our funeral facility in Xiamen was RMB6,350. Our funeral facility in Ningbo
is still in its start-up phase and its selling price range figures are not yet available as of the Latest
Practicable Date.

Funeral Services Terms

Our sales contracts for funeral services set out details of the types of services and products we
will provide over the course of the funeral service, such as special decoration and floral arrangements
requirements of our customers, and the total service fee charged in relation to our provision of such
funeral services. In Chongqing, our customers typically pay a deposit amounting to 5% to 10% of the
total service fee and settle the remaining balance at the end of the provision of our services, before
the farewell ceremony. At our other funeral facilities, we require our customers to pay the full service

fee before we commence work.

OUR CEMETERIES

We provide burial services in our cemeteries that have been beautifully landscaped by
professional landscape architects and designed to be in harmony with the natural surroundings and to
reflect Chinese culture. Our cemeteries resemble parks and include lawns, ponds and groves of trees,
providing a tranquil environment for customers to pay their respects to friends or family members who
have passed away. As part of the overall landscape, our cemeteries also feature Chinese architectural
style facilities, such as pagodas and pavilions. We extend and increase the number of burial plots in
our cemeteries in phases based on customer demand to ensure that the landscaping of our cemeteries
continue to be in harmony with the natural surroundings and that our cemeteries continue to appear

lush and well-planned.
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Our cemeteries also feature themed areas, each with distinctive landscaping and decorative
features, to cater to the needs of our various groups of customers. For example, we have themed burial
areas for children and adolescents with decorative features, such as statues of cartoon characters and
landscaping of scenes from popular children’s television programs, similar to a children’s playground.
We also have themed burial areas for veterans to honor their military service. These burial areas
feature military themed monuments and memorials and provide a dignified setting and location for
veterans to be buried. Such burial areas also allow fellow veterans to be buried in close proximity to

each other.

We do not develop the entire available site area of our cemeteries into the various types of burial
plots upon acquisition of the land. We can commence constructing burial plots on these areas without
having to obtain any additional government approvals, as we have already obtained (i) the land use
right certificates and (ii) the required licenses for cemetery operations in all the localities in which
we operate. Construction of burial plots on our cemetery assets, which represent area to be developed
in our cemeteries that has been cleared and landscaped, does not require extended periods of time or
extra capital expenditures and the construction of each burial plot is typically completed over a few
days. As such, we do not have fixed numbers of the various types of burial plots planned for a
cemetery upon acquiring land but maintain flexibility in this regard so as to allow us to quickly adjust
the mix of types of burial plots to best suit market demand and customer needs. We do the same for
our columbariums and only construct additional floors of cremation niches as the need arises. The
rights to use the site area that has been developed into burial plots are sold in burial plot parcels. We
also sell the right to use our cremation niches.

Capital expenditures incurred for a particular cemetery is incurred when the cemetery is first
developed on the land, where the land is first cleared and landscaped and buildings and other
infrastructure is constructed to allow for continuing development of burial plots. We plan to develop
certain infrastructure, such as main roads and certain structures for utilities, in Shandong Fu Shou
Yuan and we expect to incur approximately RMB30 million for such development over the next three
years. We have not incurred any capital expenditures in relation to Shandong Fu Shou Yuan as of the

Latest Practicable Date. We intend to fund such capital expenditures through our internal resources.

Portions of Shanghai Fu Shou Yuan and Jinzhou Maoshan Anling stand on allocated land that can
be used without a definitive term or payment of land premium. However, Jinzhou Maoshan Anling and
Shanghai Fu Shou Yuan were built on government allocated land and we may be required to pay land
premiums with respect to these cemeteries based on current market values if the current laws, rules
and regulations of the PRC and the interpretation of related policies and practice, concerning
government allocated land, were to change, or vacate such land. See “Risk Factors — Risk Relating

to Our Business — Jinzhou Maoshan Anling and Shanghai Fu Shou Yuan were built on government
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allocated land and we may be required to pay land premium with respect to these cemeteries based on
current market values if the current laws, rules and regulations of the PRC and the interpretation of
related policies and practice concerning government allocated land change.” We obtained written
confirmation from the Guta branch of the Jinzhou Land and Resources Bureau (“Jinzhou Guta Land
Bureau”) on August 26, 2013, stating that it will not require us to pay any land premium for or to
vacate the allocated land in Jinzhou Maoshan Anling. On October 17, 2013, Jinzhou Land and
Resources Bureau (“Jinzhou Land Bureau”), the higher-level land and resources authority
immediately above the Jinzhou Guta Land Bureau, issued a confirmation letter, pursuant to which it
confirmed the effectiveness of the confirmation made by the Jinzhou Guta Land Bureau in the
confirmation letter dated August 26, 2013. We also obtained written confirmation from the Qingpu
District Land and Resources Bureau of Shanghai City (“Shanghai Qingpu Land Bureau”) on August
26, 2013, stating that it will not require us to pay any land premium for or to vacate the allocated land
in Shanghai Fu Shou Yuan. On October 23, 2013, the deputy director of Land Planning Department
of the Shanghai Planning and Land and Resources Bureau (“Shanghai Land Bureau”), the
higher-level land and resources authority immediately above the Shanghai Qingpu Land Bureau,
verbally confirmed the effectiveness of the confirmation made by the Shanghai Qingpu Land Bureau
in the confirmation letter dated August 26, 2013.

Our PRC legal advisors confirmed that (i) both Jinzhou Guta Land Bureau and Shanghai Qingpu
Land Bureau are appropriate and competent authorities to issue the respective confirmation letters, as
both authorities are responsible for administering land resources matters in the relevant locations; and
(ii) both Jinzhou Land Bureau and Shanghai Land Bureau are appropriate and competent authorities
to issue the respective written and verbal confirmation, as they are the relevant immediate higher-level
government authorities which oversee Jinzhou Guta Land Bureau and Shanghai Qingpu Land Bureau,
respectively.

Our PRC legal advisors have further advised that, unless the decisions or confirmations made by
the aforementioned authorities are found to have been made inappropriately, a higher authority would
not override such decisions or confirmations. Based on the fact that (i) the confirmations issued by
the aforementioned authorities have been properly made, and (ii) confirmations from Jinzhou Land
Bureau, a higher-level land and resources authority immediately above Jinzhou Guta Land Bureau, and
Shanghai Land Bureau, a higher-level land and resources authority immediately above Shanghai
Qingpu Land Bureau, have been obtained, our PRC legal advisors are of the view that an even higher
authority would not have any cause or reason to override any decisions or confirmations made by

them.
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The following table sets out details of the land of our respective cemeteries, including: (i) site
area, (ii) nature of the land, (iii) original land acquisition cost, and (iv) date of original acquisition
of the land.

Original land Date of original
Site area Land nature acquisition cost land acquisition
(sq.m.) (RMB) (RMB/sq.m.)
Shanghai Fu Shou Yuan. .. .. 402,034 Allocated land 76,498,450 190 Prior to 2000
Haigang Fu Shou Yuan. ... .. 100,523 Granted land 56,518,122 562 May 2008
Henan Fu Shou Yuan....... 302,191 Granted land 13,296,360 44 July 2005
Shandong Fu Shou Yuan .... 522,857 Granted land 74,492,741 142 August 2012
Hefei Dashushan Cultural
Cemetery .............. 87,702 Granted land 4,382,000 50 April 2002
Jinzhou Maoshan Anling . . .. 141,437D Allocated, —@ —@ _®
granted and
leased land
Notes:
S The site area of 141,437 sq.m. of Jinzhou Maoshan Anling, comprises 50,124 sq.m. of allocated land, 4,664 sq.m. of

granted land and 86,649 sq.m. of leased land.

@ We acquired the land for Jinzhou Maoshan Anling through an acquisition in May 2012. At that time, a valuation
performed on the allocated land and leased land valued the land at approximately RMB338 per sq.m., assuming they were
in the nature of granted land. The granted land was valued at approximately RMB365 per sq.m. at that time.

3 We acquired most of our land a long time ago when the land costs were low. Such strategy of acquiring low-cost land

in providing our burial services is one of the factors that has contributed to our high gross profits margins and net profit

margins during the Track Record Period, see “Financial Information — Certain Income Statement Items — Gross Profit

and Gross Profit Margin.”
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We set forth below descriptions of our cemeteries:

(1) Shanghai Fu Shou Yuan (LBEEEH)

Established in 1994, Shanghai Fu Shou Yuan spans 402,034 sq.m. and is located in the Qingpu
District of Shanghai (78 & ilil#), adjacent to Songjiang river. Shanghai Fu Shou Yuan is situated
along the G50 Shanghai Expressway and is in close proximity to the Shanghai Hongqiao
Transportation Hub and the No. 9 Light Rail Station. This cemetery is set in a tranquil environment
and has been designed to resemble a park, featuring green hills, clear ponds and various styles of
artistic sculptures. The cemetery combines traditional cemetery design with contemporary burial
concepts and incorporates modern technology. For example, in June 2010, we introduced modern
memorials, such as tombstones embedded with a data storage device and LCD touch screen that

displays images of the deceased.

This cemetery also contains a columbarium that has been designed to resemble a pagoda. The
columbarium is beautifully designed and the cremation niches are separated into specially themed
halls, each with distinctive decorative features, to cater to the needs of various groups of customers.

See “Our Services — Our Burial Services — Our Range of Burial Services — Indoor Burial Services.”

We focus on the provision of premium burial services, such as customized and artistic burial
services, at this cemetery. Shanghai Fu Shou Yuan was awarded the title of “National Funeral and
Pera=1=1

Burial Reform Demonstration Unit” (4[5 5% 3F it % /R #i ¥ {7) by the MCA in 2011 and was named a
“Shanghai Famous Trademark” (_F i3 2 P #%E) in 2012.
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Shanghai Fu Shou Yuan is 100% owned by us and is managed by our subsidiary, Shanghai FSY
Industry Development. See “History and Reorganization — (III) Further Details of Our Corporate
Restructuring Steps — A. Our Principal Operating Entities — 1. Shanghai FSY Industry
Development.”

We develop the four parcels of land as a whole, planning the design and layout of Shanghai Fu
Shou Yuan as though it spans one single piece of land. This is so as to ensure that the landscaping of
the cemetery is in harmony with its natural surroundings and that the cemetery continues to appear
lush and well-planned. As such, the 303,729 sq.m. of land that is used for the development of burial
plots within Shanghai Fu Shou Yuan is composed of portions of all four parcels of the land, and
comprise (i) the area on which the burial plots are built and a strip of landscaping that adjoins the
burial plot that also counts as part of the burial plot and (ii) an undivided share of the municipal areas
that are required for the proper use of the burial plots. These municipal areas comprise areas for
common use, such used as roads and pathways within the cemetery to provide access to the burial lots,
and the larger landscaped areas and open spaces that surround the various burial lots, without which
the burial plots themselves cannot be accessed and used. It is not possible to attribute parts of the
cemetery to specific parcels of land. A significant amount of our landscape works were built over these
municipal areas. We believe it is reasonable for our burial plot customers to bear a share of our
landscape investment costs made over the municipal areas. Accordingly the saleable areas stipulated
in our sales contracts for burial plots comprise not only the area exclusively designated for the plots
sold but also a portion of our municipal areas. China Funeral Association has confirmed in writing that
such practice is customary in the PRC death care practice.

Notwithstanding that the four parcels of land were developed as a whole, the land area in
Shanghai Fu Shou Yuan that is designated for municipal facilities work use is in line with the
requirements prescribed by the relevant government authorities. We have fully reported the overall
development plan for Shanghai Fu Shou Yuan to the Shanghai Qingpu Land Bureau. On May 22, 2013,
it also issued a confirmation letter confirming that the current use of land of Shanghai Fu Shou Yuan
does not violate any applicable PRC laws or regulations, and, on June 7, 2013, the Shanghai Qingpu
Land Bureau approved our development of the four parcels of land as a whole by way of written
confirmation. Our PRC legal advisors have advised us that the Shanghai Qingpu Land Bureau is the
competent authority to issue such confirmations.

As advised by our PRC legal advisers, as the PRC government, through a revised catalogue of
permissible usage of allocated land, removed cemetery use from the permitted uses of allocated land,
the present use of the allocated land as cemeteries does not comply with the current revised catalogue
of permissible usage of allocated land due to such prospective change in the PRC law. However, we
have obtained written confirmation from the Shanghai Qingpu Land Bureau on August 26, 2013 stating
that it will not require us to convert the land into granted land or pay a land premium for such
conversion. Further, the Shanghai Qingpu Land Bureau also confirmed that it will not require us to
vacate the allocated land. In addition, on October 23, 2013, Shanghai Land Bureau, the higher-level
land and resources authority immediately above the Shanghai Qingpu Land Bureau, verbally
confirmed the effectiveness of the confirmation made by the Shanghai Qingpu Land Bureau in the
confirmation letter dated August 26, 2013. Based on such confirmations, our PRC legal advisors,
Watson & Band Law Offices have advised us that under the current laws, regulations and policies of
the PRC, the Group would not be required to pay a land premium for or vacate the allocated land. See
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“Risk Factors — Risk Relating to Our Business — Jinzhou Maoshan Anling and Shanghai Fu Shou
Yuan were built on government allocated land and we may be required to pay land premium with
respect to these cemeteries based on current market values if the current laws, rules and regulations
of the PRC and the interpretation of related policies and practice concerning government allocated

land change.”

Set forth below are certain details regarding this cemetery and the columbarium in the cemetery
as of August 31, 2013:

Cemetery
Developed area. . . ....... ... ... ... 112,075 sq.m.
Taken up area'™ ... ... ... 109,532 sq.m.
Available area™ . ... ... 2,543 sq.m.
Area to be developed . . ... .. ... .. L L L 191,654 sq.m.
Total saleable area . .. ........ ... .. .. .. .. .. .. .. .. ... 194,197 sq.m.
Columbarium
Developed area. . . .......... .. .. .. ... 66,000 sq.m.
Taken up niches .. ... ... ... ... . .. . .. 7,292 units
Available niches .. ........ .. . .. . ... 4,209 units
Area to be developed . . ... ... ... L 132,000 sq.m.

(1)  The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have
already been sold.
(2)  The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.

Set forth below are the range of yearly average selling prices for the various burial and cemetery

maintenance services at Shanghai Fu Shou Yuan over the Track Record Period:

Range of selling price over

Type of services the Track Record Period
(RMB)
Customized burial services. . ... ...... .. 291,770-498,330
Artistic burial SEIrviCes. . . ... ..ot 96,374-147,886
Traditional burial SEervices . . ... ... ... i 153,945-250,028
Lawn burial SErvices . . . ... .. oo 47,544-77,556
Green burial Services . . .. ... ... 13,038-38,510
Indoor burial services . ... ... ... .. 15,468-28,187
Cemetery maintenance SeIrviCes . . . ... ... v v v v e oo . 130-170
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For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
the average selling price of burial plots in Shanghai Fu Shou Yuan was RMB98,988, RMB129,972,
RMB150,615 and RMB138,594, respectively.

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
we generated revenue from our operations in Shanghai Fu Shou Yuan in the amount of RMB240.0
million, RMB273.6 million, RMB279.8 million and RMB141.7 million, respectively, accounting for
68.5%, 64.9%, 58.3% and 46.2%, respectively, of our total revenue for the same periods. For the same
periods, our revenue from the sale of burial plots was RMB235.5 million, RMB265.5 million,
RMB268.5 million and RMB134.3 million, respectively.

(2) Haigang Fu Shou Yuan (CE8EEEH)

Established in 2007, Haigang Fu Shou Yuan is located in the Pudong New District of Shanghai
(B #HT ), adjacent to the East Sea. Haigang Fu Shou Yuan is in close proximity to Yangshan
Deep-Water Port and the Donghai Bridge. Haigang Fu Shou Yuan has a total planned area of
approximately 350,000 sq.m., of which approximately 100,523 sq.m. of land has been acquired by us
for use as cemetery land. The government has a fixed quota for land to be sold each year, and the
government allocates the fixed quota solely at its own discretion and does not allocate based on usage
of the land.

Although we have not entered into any contract with relevant government authorities for the
remaining approximately 250,000 sq.m. of land, we have consulted Shanghai Lingang Economic
Development (Group) Co., Ltd. (I i #s £8 75 48 e 42 B A FR 2 7)) (“Lingang Group”), which is the
entity authorized by the local government to grant land, and we have been told that within three years,
approximately 250,000 sq.m. of land will be granted to Shanghai Lingang, the shareholder of Shanghai
Nanyuan. Shanghai Lingang has also issued a letter to us stating that it will transfer this parcel of land
to us after obtaining such land use rights. As advised by our PRC legal advisors, Watson and Band Law
Offices, there is no legal impediment for our Group to acquire the remaining land. Furthermore, the
impact on our Group’s operations and financial results if it fails to acquire the remaining land will be
insignificant on the basis that (i) Shanghai Nanyuan’s revenue for 2012 was approximately 13% of our
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Group’s total revenue in 2012 (Shanghai Nanyuan was accounted for as an associate of our Group in
year 2012); (ii) our Group currently has sufficient land to sustain our business operations for the next

20 years; and (iii) our Company has multiple ways to acquire new land to develop new projects.

This cemetery has been designed to be in harmony with the natural surroundings and was
constructed to complement the burial services we provide at Shanghai Fu Shou Yuan, where our
customized and artistic burial services are offered on smaller burial plots. This is, in part, to conserve

the relatively limited site area of this cemetery and to allow for the development of more burial plots.

We focus on the provision of premium burial services, such as customized and artistic burial
services, in this cemetery. Haigang Fu Shou Yuan was awarded the “Shanghai Labor Day Certificate”
(L™ H— %8 4E1R) in 2011 and the title of “2011-2012 Shanghai Model Unit” (2011-20124F & |
T SCHH ) by the Shanghai Municipal Government in 2011 and 2012.

Haigang Fu Shou Yuan is 40% owned and fully managed and operated by our subsidiary
Shanghai Nanyuan. See “History and Reorganization — (III) Further Details of Our Corporate
Restructuring Steps — A. Our Principal Operating Entities — 7. Shanghai Nanyuan.” This cemetery
has been developed on land that has been zoned for cemetery development and acquired from the local

government authorities for a period of 50 years.

Set forth below are certain details regarding this cemetery as of August 31, 2013:

Cemetery
Developed area. . . ... .. 15,941 sq.m.
Taken up area’™ ... ... ... ... 13,383 sq.m.
Available area® . ... ... 2,558 sq.m.
Area to be developed . .. ... ... . 53,132 sq.m.
Total saleable area . ... ... ... . . . . . . . .. . ... 55,690 sq.m.

(1)  The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have
already been sold.
(2)  The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.
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Set forth below are the average selling prices for the various burial and cemetery maintenance
services at Haigang Fu Shou Yuan for the six months ended June 30, 2013:

Average selling price

for the six months ended

Type of services June 30, 2013V
(RMB)
Customized burial SErviCes. . . . . ... i 211,243
Artistic burial SErvices. . . . .. ... 55,655
Traditional burial Services . ... ... ... ... . 119,804
Lawn burial SErvices . . . ... .. o 44,713
Green burial services . ... ... ... 28,741
Cemetery maintenance ServiCes . . . .. ... .o vvv v e .. 164

(1)  The average selling price of Haigang Fu Shou Yuan does not have a range, as it is only consolidated into our
Group’s financial statements beginning in the first half of 2013. The range of other cemeteries refer to the average

selling price over the Track Record Period.

For the six months ended June 30, 2013, the average selling price of burial plots in Haigang Fu
Shou Yuan was RMB54,506.

For the six months ended June 30, 2013, we generated revenue from our operations in Haigang
Fu Shou Yuan amounted to RMB42.5 million, accounting for 13.9% of our total revenue for the same
period.

(3) Henan Fu Shou Yuan CAEEEE)

Established in 2003, Henan Fu Shou Yuan, is located in Longhu Town, Zhengzhou of Henan
province (7 & ¥ T HEHI$8), approximately 10 kilometers from Zhengzhou, the capital city of
Henan Province. Henan Fu Shou Yuan occupies a total site area of 302,191 sq.m. The cemetery is
accessible by public transportation and is approximately 20 minutes by car from the Xinzheng
International Airport. This cemetery is set in a tranquil environment and is surrounded by unique
natural landscape and beautiful scenery, including ponds, wetlands, hills and creeks.
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We focus on the provision of premium burial services, such as customized burial services, at this

cemetery. In 2011, Henan Fu Shou Yuan was awarded “Henan Province Outstanding Provider for
Burial Services” (/& /& %ECHE T/E¥A7) by Henan Province Municipal Affairs Administration
Bureau (71 74 & R BUEE).

Henan Fu Shou Yuan is 100% owned and fully managed by our subsidiary, Henan FSY Industrial.

See “History and Reorganization — (III) Further Details of Our Corporate Restructuring Steps — A.

Our Principal Operating Entities — 5. Henan FSY Industrial.” Following the acquisition of this

cemetery by Henan FSY Industrial, we have developed and introduced more burial services to the

cemetery. This cemetery has been developed on land that has been zoned for cemetery development

and which was acquired from the local government authorities for a period of 50 years.

Set forth below are certain details regarding this cemetery as of August 31, 2013:

Cemetery
Developed area. . . ... ... 17,216 sq.m.
Taken up area'™ .. ... 14,208 sq.m.
Available area'® . . . . ... 3,008 sq.m.
Area to be developed . . ... ... L 217,124 sq.m.
Total saleable area . ... ... ... . . . . ... 220,132 sq.m.
(1) The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have

(2)

already been sold.

The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.

Set forth below are the range of yearly average selling prices for the various burial and cemetery

maintenance services at Henan Fu Shou Yuan over the Track Record Period:

Range of selling price over

Type of services the Track Record Period
(RMB)
Customized burial SErvices ... .. ... . i 100,972-204,362
Artistic burial SEIrViCes . . . ... ... 12,960-34,925
Traditional burial Services. . . .. ... .. 21,539-48,932
Lawn burial SErvices . . . . ...t e 5,117-12,130
Green burial SErvices. . . . . . . . 620-4,521
Cemetery maintenance ServiCes . . .. . oo v v vt v i v i e e 130-170

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
the average selling price of burial plots in Henan Fu Shou Yuan was RMB17,388, RMB16,305,
RMB30,126 and RMB36,401, respectively.
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For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
we generated revenue from our operations in Henan Fu Shou Yuan in the amounts of RMB23.5 million,
RMB26.6 million, RMB29.5 million and RMB17.1 million, respectively, accounting for 6.7%, 6.3%,

6.1% and 5.6%, respectively, of our total revenue for the same periods.

(4) Shandong Fu Shou Yuan (ILEREFEE)

Established in 2001, Shandong Fu Shou Yuan spans 522,857 sq.m. and is located to the south of
Longquanguan Village in the Changqing District of Jinan (J%rg 4= I @ #E R B #E AT ), Shandong
Province. Shandong Fu Shou Yuan is accessible by public transportation and is in close proximity to
Jinan — Guangzhou Expressway and Highway 220. The cemetery’s park-like setting with beautiful
natural scenery and various monuments of distinguished persons, artistic sculptures and calligraphy
by famous Chinese artists, provide for a tranquil environment that is rich in Chinese culture. Shandong
Fu Shou Yuan also reflects our commitment to our social responsibility, as we have allocated
thousands of square meters of land to establish monuments and a memorial square in memory of

veterans who served in World War II and the Chinese Civil War.

We focus on the provision of premium burial services, such as customized burial services, at this
cemetery. Shandong Fu Shou Yuan was awarded the “Jinan City Patriotism in Education Award”
(T B EFRAEF R M), the title of “Jinan City Civilized Unit” (555 17 SCH #.07) and the “Jinan
City Trustworthy Company Award” (¥ F i ~F & [F] B {5 JH ¥.{7) and the title of “Provincial Funeral
and Burial Civilized Unit” (& #J&3F 0 X BA7) by the Shandong Province Municipal Affairs
Administration Bureau in 2012.

Shandong Fu Shou Yuan is 50% owned by us and is fully managed and operated by our
subsidiary, Shandong FSY Development. See “History and Reorganization — (III) Further Details of
Our Corporate Restructuring Steps — A. Our Principal Operating Entities — 3. Shandong FSY
Development.” This cemetery has been developed on land that has been zoned for cemetery
development and which was acquired from the local government authorities for a period of 50 years.
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Set forth below are certain details regarding this cemetery as of August 31, 2013:

Cemetery
Developed area. . . ... .. 23,265 sq.m.
Taken up area'™™ .. ... 16,975 sq.m.
Available area™ ... .. ... ... 6,290 sq.m.
Area to be developed . . ... ... 435,124 sq.m.
Total saleable area . ... .. ... . . . . 441,414 sq.m.

(I)  The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have
already been sold.
(2)  The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.

Set forth below are the range of yearly average selling prices for the various burial and cemetery

maintenance services at Shandong Fu Shou Yuan over the Track Record Period:

Range of selling price over

Type of services the Track Record Period
(RMB)
Customized burial Services. . . . ... .. 183,871-319,667
Artistic burial Services. . . . .. ... 67,713-82,747
Traditional burial services . . ... ... ... . 31,029-35,222
Lawn burial SErvices . . .. ... 9,101-9,717
Green burial SEIrVICES . . . . . v v i 9,600-18,396
Cemetery maintenance ServiCes . . . .. .. ... vu vt v e enenon . 130-170

For the years ended December 31, 2011 and 2012 and the six months ended June 30, 2013, the
average selling price of burial plots in Shandong Fu Shou Yuan was RMB64,068, RMB63,519 and
RMBS58,944, respectively.

For the years ended December 31, 2011 and 2012 and the six months ended June 30, 2013, we
generated revenue from our operations in Shandong Fu Shou Yuan in the amount of RMB24.2 million,
RMB35.4 million and RMBI18.3 million, respectively, accounting for 5.7%, 7.4% and 6.0%,

respectively, of our total revenue for the same periods.
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(5) Hefei Dashushan Cultural Cemetery (& B K H L X{LEE)

Established in 2002, Hefei Dashushan Cultural Cemetery spans 87,702 sq.m. and is located on
the west side of Dashushan scenic area in Hefei, Anhui Province. Hefei Dashushan Cultural Cemetery
is approximately ten kilometers from Hefei and is accessible by public transportation. This cemetery
is the only cemetery in the PRC that is located in a PRC Government designated scenic area. It is a
cultural memorial park filled with trees, flowers and sweeping lawns.

We focus on the provision of premium burial services, such as customized and artistic burial
services, at this cemetery. Hefei Dashushan Cultural Cemetery was named a “AAA tourist attraction”
by the National Tourism Administration (# ZJik##)5) in 2012 and was awarded the title of “National
Funeral and Burial Reform Demonstration Unit” (2 BIVEZEMF /R ¥ (7) and “National Civil
Systems Demonstration Unit” (2B R R 4517 3£ 5% /R & #(7) by the MCA in 2011.

Hefei Dashushan Cultural Cemetery is 60% owned by us and is fully managed and operated by
our subsidiary, Hefei Dashushan Co. See “History and Reorganization — (III) Further Details of Our
Corporate Restructuring Steps — A. Our Principal Operating Entities — 4. Hefei Dashushan Co.” This
cemetery has been developed on land that has been zoned for cemetery development and the land use
right for this cemetery expires in December 2050.

Set forth below are certain details regarding this cemetery as of August 31, 2013:

Cemetery
Developed area. . .. ... .. 14,820 sq.m.
Taken up area’™™ .. ... ... 14,820 sq.m.
Available area™® .. ... ... — sq.m.
Area to be developed . . ... ... . 42,186 sq.m.
Total saleable area . ... ... ... . . . e 42,186 sq.m.

(1)  The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have
already been sold.
(2)  The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.

188



BUSINESS

Set forth below are the range of yearly average selling prices for the various burial and cemetery

maintenance services at Hefei Dashushan Cultural Cemetery over the Track Record Period:

Range of selling price over

Type of services the Track Record Period
(RMB)
Customized burial Services. . . . ... .. e 101,587-136,653
Lawn burial Services . . . . ... e 34,279-58,088
Green burial SEIrviCes . . . . . o v it e 1,026-5,296
Indoor burial SEIrviCes . .. .. ... ... 11,499-22,800
Cemetery maintenance ServiCes . . . .. .. ..o v v v e oo . 130-170

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
the average selling price of burial plots in Hefei Dashushan Cultural Cemetery was RMB56,031,
RMB77,755, RMB76,052 and RMB78,240, respectively.

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
we generated revenue from our operations in Hefei Dashushan Cultural Cemetery in the amounts of
RMB46.4 million, RMB57.6 million, RMB61.3 million and RMB35.4 million, respectively,
accounting for 13.2%, 13.7%, 12.8% and 11.5%, respectively, of our total revenue for the same
periods. For the same periods, our revenue from the sale of burial plots was RMB38.8 million,
RMB45.0 million, RMB46.8 million and RMB27.2 million, respectively.

(6) Jinzhou Maoshan Anling (8 ™ 1§ 1L %= B&)

Established in 2004, Jinzhou Maoshan Anling spans 141,437 sq.m. and is located to the
Northwest of Jinzhou City, Liaoning Province. Jinzhou Maoshan Anling is accessible by public
transportation. The cemetery is adjacent to Jinzhou Liberation Martyrs Cemetery (£ %01 [% &) and
offers an unobstructed view of downtown Jinzhou City on its south side and Zijing Mountain (%£7111)
on its east side.
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This cemetery also contains a columbarium designed to resemble a pagoda and pavilions. The
columbarium is beautifully designed and the cremation niches are separated into specially themed
halls, each with distinctive decorative features, to cater to the needs of various groups of customers.

See “Our Services — Our Burial Services — Our Range of Burial Services — Indoor Burial Services.”

We are the only private company that has been licensed by the local government to provide burial
services in Jinzhou and we focus on the provision of customized burial services at this cemetery. The
cemetery has received several awards, including the “Advanced Unit in Promoting Cultural and
Ethical Progress” (& BIEH SR TAESE#ER () in 2009, “First Class Cemetery in Liaoning
Province” (% & — /A %E) in 1998, “Ecological Cemetery in Liaoning Province” (% & fEAHE)
in 2011, and “Garden-style Unit in Liaoning Province” (% & (L [@ L ¥ (/) and “Advanced Unit with
Satisfactory Customer Services in Liaoning Province” (Z£% & H F i & B e #E B 4L) in 2004.

Jinzhou Maoshan Anling is 100% owned by us and is fully managed and operated by our
subsidiary, Jinzhou Maoshan Anling. 117,151 sq.m. of this cemetery is for the development of burial
plots, of which 50,124 sq.m. is allocated land. The allocated land in this cemetery was first allocated
to the Jinzhou Public Cemetery Administration Department, the minority shareholder of Jinzhou
Maoshan Anling, by the government in 1992 for cemetery use without violation of any then-applicable
laws and regulations. In 2004, Jinzhou Public Cemetery Administration Department injected the
allocated land use right into Jinzhou Maoshan Anling. In 2001, following the promulgation of the new
Land Allocation Catalogue issued by the Order of the Ministry of Land and Resources, allocated land
was no longer allowed for commercial cemetery use. Thus, the current use of such land was not
consistent with the requirements under the new and currently applicable laws and regulations
promulgated in 2001. We have obtained written confirmation from the Jinzhou Guta Land Bureau on
August 26, 2013 stating that it will not require us to convert the land into granted land or pay a land
premium for such conversion. Further, the Jinzhou Guta Land Bureau also confirmed that it will not
require us to vacate the allocated land. In addition, on October 17, 2013, Jinzhou Land Bureau, the
higher-level land and resources authority immediately above the Jinzhou Guta Land Bureau, issued a
confirmation letter, pursuant to which it confirmed the effectiveness of the confirmation made by the
Jinzhou Guta Land Bureau in the confirmation letter dated August 26, 2013. Based on such
confirmations, our PRC legal advisors, Watson & Band Law Offices have advised us that under the
current laws, regulations and policies of the PRC, the Group would not be required to pay a land
premium for or vacate the allocated land. See “History and Reorganization — (III) Further Details of
Our Corporate Restructuring Steps — A. Our Principal Operating Entities — 6. Jinzhou Maoshan
Anling” and “Risk Factors — Risk Relating to Our Business — Jinzhou Maoshan Anling and Shanghai
Fu Shou Yuan were built on government allocated land and we may be required to pay land premium
with respect to these cemeteries based on current market values if the current laws, rules and
regulations of the PRC and the interpretation of related policies and practice concerning government

allocated land change.”
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Set forth below are certain details regarding this cemetery and the columbarium in the cemetery
as of August 31, 2013:

Cemetery
Developed area ... ... ... 100,643 sq.m.
Taken up area’™ ... .. ... ... 91,737 sq.m.
Available area™ . . ... 8,906 sq.m.
Area to be developed . ...... .. .. 16,508 sq.m.
Total saleable area . .. ........ ... .. .. .. .. .. . L L 25,414 sq.m.
Columbarium
Developed area. . .. ... .. 230 sq.m.
Taken up niches .. ... .. . . . . 6 units
Available niches .. ... ... .. L 619 units

Area to be developed . .. ... ... .. —

(1)  The taken up area of the cemetery represents the total area of the burial plots for which the rights to use them have

already been sold.
(2)  The available area of the cemetery represents the total area of the burial plots for which the rights to use them

have not yet been sold. The right to use the burial plots are sold as part of our burial services.

Set forth below are the range of yearly average selling prices for the various burial and cemetery

maintenance services at Jinzhou Maoshan Anling over the Track Record Period:

Range of selling price over

Type of services the Track Record Period
(RMB)
Traditional burial Services . . ... ... ... 25,486-27,954
Indoor burial services .. ........ .. ... —M
Cemetery maintenance ServiCes . . . .. ... oo v v v v e .. 130-170

(1) No cremation niches were sold over the Track Record Period.

For the year ended December 31, 2012 and the six months ended June 30, 2013, the average
selling price of burial plots in Jinzhou Maoshan Anling was RMB25,486 and RMB27,954,
respectively.

For the year ended December 31, 2012 and the six months ended June 30, 2013, we generated

revenue from Jinzhou Maoshan Anling in the amount of RMB31.2 million and RMB24.9 million,

accounting for 6.5% and 8.1% of our total revenue for the same periods, respectively.
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Land Acquisition for Cemetery Development

After 2001, the PRC government, through a revised catalogue of permissible usage of allocated
land, categorized cemetery use out of the permitted use of allocated land. Currently, land for cemetery
development must first be zoned for cemetery development by the relevant government authorities
before it can be privately acquired from the relevant local governments by cemetery operators.
Cemetery operators who intend to acquire land to develop cemeteries may gain approval from the PRC
Land Administration Bureau (130 3 [) for cemetery development of a particular plot of land,
and approval from the PRC Land Zoning Department (1 ik E[EFB ) to have the plot of land zoned
as land that is suitable for cemetery development. Cemetery operators can only complete their
acquisition of the land and pay the applicable land premiums after the land has been zoned for
cemetery development. The right to use such land is typically limited to a fixed term, which varies
between localities, and is subject to renewal at the end of the term.

Due to the characteristics and requirements of our cemeteries, the size and location of the parcels
of land play an important role in our land purchasing decisions. We intend to acquire land, through
mergers and acquisitions with other cemetery operators, through collaboration with government
entities and through buying land from third parties, in Nanchang and in other major cities of other
provinces to develop new cemeteries. Mergers with and acquisitions of other cemetery operators
would allow us to quickly acquire land that is already approved for cemetery development, without
having to wait for land to be appropriately zoned by the relevant government authorities. Such
cemetery operators would also already have the required licenses to operate the cemeteries and we
would be able to commence operations immediately after the merger or acquisition. Collaboration with
government entities by way of entering into joint ventures to establish and operate cemeteries would
not only allow us to quickly obtain land that has been zoned for cemetery use, but will also assist in
our applications for the required licenses to operate a cemetery on the land. Further, there are
instances where third parties have obtained land that has been zoned for cemetery use but were unable
to procure the required licenses to operate a cemetery. Where such land meets our acquisition criteria,
we intend to purchase the land from these third parties.

In November 2012, the Group entered into a non-binding agreement with the local government
of Xinjian District of Nanchang City in Jiangxi Province, pursuant to which it is intended that the
Group construct the planned Nanchang Hongfu Cultural Memorial Park on approximately 800,000
sq.m. of land to be allocated over two phases by the relevant local government authorities to the
Group. All of the land is expected to be allocated to the Group by the end of 2017. We expect to
commence construction of phase I of the Nanchang Hongfu Cultural Memorial Park in the first half
of 2014 and we expect to complete phase I in the second half of 2014. The expected capital
expenditure for the construction of Nanchang Hongfu Cultural Memorial Park is RMB 142 million. We
are in the process of securing the lands and we have incurred approximately RMB37 million as at the
Latest Practicable Date, which was funded from our internal resources. The remaining capital
expenditure will be funded by the proceeds from the Global Offering and our internally generated
funds. At the same time, we also intend to gradually expand a number of the cemeteries we currently
own by acquiring land on the fringes of these sites. We currently expect the remaining land available
at our existing cemeteries to be able to sustain the Group’s operations for at least 20 years based on
our total saleable area of all our cemeteries and the land area of the burial plots that we expect to be
taken up in 2013.
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CREMATION MACHINES

We entered into an investment agreement with Anhui Guangde Economic Development
Management Committee in June 2012, whereby both parties agreed to cooperate to construct a factory
to manufacture environmentally-friendly cremation machines. In return for our constructing and
operating the cremation machine factory in Anhui to assist with the locality’s economic development,
the Anhui Guangde Economic Development Management Committee has agreed to (i) ensure that we
are provided certain fiscal subsidies; (ii) assist us with the various licensing applications associated
with the establishment of the factory; and (iii) provide us with a monetary incentive of approximately
RMB40,000 for every mu of land acquired by the Group, if (a) we invest a total of RMB180 million
into the construction of the cremation machine factory (including purchasing the required land) within
24 months of acquiring the required land; (b) we are able to complete construction of the cremation
machine factory within 21 months of obtaining the land on which the factory is to be built; and (c)
if the cremation machines roll off the production line within 12 months of the factory being completed.
The Anhui Guangde Economic Development Management Committee will not share in the profits or
operating costs of the factory.

The Directors believe that demand for environmentally-friendly machines would increase as
government authorities in the PRC death care industry are shifting their focus to making the industry
more environmentally friendly. Current technologies employed by the crematoriums in the PRC, which
are all operated by the PRC government, are obsolete and polluting. Replacement of the old and
obsolete cremation machines, together with the trend of urbanization in the PRC, the increasing rate
of cremations in the population and the growing number of crematoriums in the PRC, point towards
an increasing need for more advanced cremation machines. We have conducted market studies to
estimate the demand and take-up rate for these machines by performing research on the PRC cremation
industry and consulting reports and studies on the PRC death care services industry. Through these
market studies, we plan to construct a cremation machine factory that has a maximum designed
capacity of 300 cremation machines a year. We intend to maintain a level of flexibility to vary the
factory’s production output and capacity as the factory operates, to keep production output in line with
demand and to ensure the factory’s production capacity is able to meet any increase in market demand.
The Directors also believe that expanding into the manufacture of cremation machines will allow us
to increase the range of our product offerings along the entire death care services industry chain,
which would further strengthen our position as a leading player in the PRC death care services
industry.

We expect to obtain approximately 57,600 sq.m. by the end of the first quarter of 2014 to build
the factory pending the issuance of the land use right certificate for the relevant land by the relevant
government authority. We aim to commence construction of the factory once the land is obtained and
to complete construction within 12 months. We expect our capital expenditures for the establishment
of the cremation machine factory to amount to approximately RMB94 million, of which approximately
RMBO9 million, RMB15 million and RMB70 million is expected to be spent on land acquisition,
manufacturing equipment, and factory design and construction, respectively. The expected capital
expenditure of RMB94 million for the establishment of the cremation machine factory does not take
into account the monetary incentive of approximately RMB40,000 for every mu of land acquired by
the Group. If we are granted with the monetary incentive, we expect to use it to offset part of our
expected capital expenditures. As of the Latest Practicable Date, we have incurred RMB37 million in
capital expenditures in relation to the establishment of the cremation machine factory. We expect to
fund such capital expenditures through our internal resources.
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PRICING OF OUR SERVICES

We maintain separate pricing teams for our death care services. Both pricing teams are composed
of members from the various departments within each of the death care services departments.

We determine the pricing of our services based on the following factors: (i) cost of sales and
services; (ii) price controls by the PRC Government; (iii) nature of the services; (iv) the relative
complexity of the services provided; (v) reasonable profit margin to the Group; and (vi) pricing of
other death care services providers. The pricing of our various burial services is also determined based
on the location of the burial plot or cremation niche.

The PRC Government has set maximum prices for certain components of funeral services
through pricing directories in various provinces. The components of funeral services and their
respective maximum prices vary from province to province. Currently, our operations require us to
adhere to price controls, including (i) fixed pricing controls for transportation and cold storage of
remains and (ii) guided pricing controls for cosmetological services. Our other value-added services
are not subject to price controls. See “Risk Factors — Risks Relating to the Death Care Services
Industry in the PRC — Our business may be subject to price controls,” and “Risk Factors — Risks
Relating to Our Business — We may not be able to sustain premium pricing for our death care service
offerings, which may adversely affect our profit margins.”

The prices of our death care services are adjusted to reflect the market environment of the
particular locality in which such services are sold. For example, the prices for similar services are
generally higher in Shanghai as compared to the other localities in which we operate. Further, in line
with our commitment to social responsibility, we also consider the unique circumstances of our
customers when considering pricing and may offer discounts in special cases, such as where police
officers, soldiers or other public servants have died in the line of duty, or where the needy, such as
certain low income families and cancer patients who have spent all their money on cancer treatment
before dying, have difficulty affording death care services.

As funerals and burials are considered a means for family members to pay their respects to the
deceased and are viewed with great importance in traditional Chinese culture and custom, prices of
death care services are often less of a consideration as compared to the quality of the death care
services.

SETTLEMENT AND CASH MANAGEMENT

Our customers may settle their accounts for our services by way of cash, bank transfers or credit
cards, although nearly all of customer accounts for our death care services are settled in cash or via
bank transfer. For the years ended December 2010, 2011 and 2012 and the six months ended June 30,
2013, we received RMB135.8 million, RMB151.2 million, RMB182.2 million and RMB127.6 million
of our revenue in cash, representing 38.7%, 35.9%, 38.0% and 41.6% of our total revenue for the
relevant periods, respectively. Over the same periods, we received the balance of our revenue through
bank transfers, which amounted to RMB214.7 million, RMB270.2 million, RMB297.8 million and
RMB179.1 million, representing 61.3%, 64.1%, 62.0% and 58.4% of our total revenue for the same
periods, respectively.
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Our customers also have the option of settling their accounts with us via credit cards. For
settlement via credit cards, we normally receive remittance from the relevant credit card companies,
net of service charges, on the business day after the day on which the credit card transaction is
approved. Hence, we generally do not have any significant receivables from credit card companies at

any given time.

For our burial services, customers generally pay a deposit at the time they enter into the sales
contract with us to reserve their chosen burial plot and/or cremation niche and the balance of the
service fee before we commence work. See “— Our Services — Our Burial Services — Burial Services
Terms.” For our funeral services in Chongqing, our customers typically pay a deposit amounting to
5% to 10% of the total service fee and settle the remaining balance at the end of the provision of our
services, before the farewell ceremony. At our other funeral facilities in other cities, we require our
customers to pay full service fee before we commence work. All our funeral services are either paid
for in full before or immediately after our services are rendered and we do not offer any credit terms
to our customers.

For the three years ended December 31, 2012 and the six months ended June 30, 2013, our single
largest customer accounted for approximately 0.5%, 0.8%, 1.3% and 1.0%, respectively, of our total
sales. For the same periods, our top five largest customers accounted for less than 30% of our total
sales in aggregate.

We assign duty managers and certain sales personnel to be responsible for ensuring that each
day’s sales in cash have been properly deposited in a safe located at our cemeteries and funeral
facilities after the close of business each day. We have also adopted a cash management and delivery
system at each of our cemeteries and funeral facilities, where cash receipts (after reaching a
predetermined amount and after a reasonable reserve amount has been deducted) will be delivered by
a designated manager from our finance department to the bank for deposit. For bank transfers, we have
dedicated personnel in our finance department to monitor the receipt of funds to ensure that our
funeral and burial operations personnel only purchase the necessary construction materials and begin
work after our customers have made full payment for our services.

To safeguard against the risk of insider fraud or misappropriation of cash by our employees, with
respect to cash management, we have adopted a cash management and delivery system at each of our
cemeteries and funeral facilities to provide for, among other things, authorization and approval from
relevant duty managers for movements in cash (including cash receipts and payments), control over
cash deposits (including management of cash deposits with banks and online banking management)
and capital management of the Group. At each of our cemeteries and funeral facilities, we have
appointed duty managers and certain sales personnel to be responsible for ensuring that each day’s
sales in cash are properly deposited in a safe located at the cemeteries and funeral facilities after the
close of business each day, and cash receipts (after reaching a predetermined amount and after a
reasonable reserve amount has been deducted) are delivered by a designated manager from our finance
department to the bank for deposit into the Group’s central bank account. This process is overseen by
a local resident supervisor, who reports directly to the finance department. For bank transfers, we have
dedicated personnel in our finance department to monitor the receipt of funds to ensure that funeral
and burial operations personnel only begin work after full payment for our services have been
received.
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In relation to the financial reporting process with respect to cash receipts and bank transfers into
the Group’s bank accounts, we segregate the duties of the business department and the finance
department. The business department carries out invoicing for services provided and the finance
department handles the collection of payments. We have implemented a system of checks and balances
at all of our cemeteries and funeral facilities to ensure that our receipts are accounted for in every
transaction on each day. The business managers of the various cemeteries and funeral facilities are
responsible for reviewing the accuracy and completeness of the invoices and the finance managers of
the various cemeteries are responsible for ensuring that all payments are properly collected. Our
finance department will review the invoices provided by the business managers on a daily basis and
reconcile the amounts on the invoices and the sales records for the day against the cash received and
funds transferred to us via bank transfer. Our finance manager oversees the reconciliation of the
invoices against funds received to ensure the process is properly conducted. This reconciliation
process of the invoices from the business department and cash and bank transfers received by the
finance department is overseen and monitored by our Group’s internal control department.

In addition to (i) establishing cash management and delivery systems and (ii) implementing
financial reporting processes at each of its cemeteries and funeral facilities, we have also established
a centralized financial management system, whereby we have dedicated finance personnel to manage
and control our Group’s central bank account and exercise cash management for our Group as a whole
and to report the finances of our Group to senior management.

To detect and prevent our Group’s bank accounts from being used for illicit purposes, only
delegated finance personnel of our Group have access to and are able to operate our Group’s bank
accounts. These finance personnel each manage and are responsible for separate bank accounts and all
of them have at least five years of working experience in finance prior to joining our Group. They also
receive training provided by our Company’s senior management twice a year. Our Company has also
performed background checks on these individuals to ensure their suitability to manage the bank
accounts of our Group. In addition, all transactions/movements of money exceeding RMB 10,000 must
be approved by Wang Jisheng, one of our executive Directors.

To detect and prevent cash misappropriation by its employees, our Group has (i) established a
cash management and delivery system and (ii) implemented financial reporting processes at each of
its cemeteries and funeral facilities. In addition, our Company also encourages payments for its
services via credit card or bank transfer, thus limiting the volume of cash receipts and lowering the
risk of misappropriation of cash by our Group’s employees.

Further, we have a Planning and Financial Management Center which is headed by its general
manager, Mr. Wu Hui, who is also our Financial Controller. Mr. Wu is a member of the institute of
certified public accountants of China. He has over 16 years of working experience in the accounting,
auditing and financial management sector. Mr. Wu has previously worked at Deloitte Touche Tohmatsu
for seven years, as well as carrying out auditing, accounting and financial management functions at
other listed companies for over nine years. The main functions of the Planning and Financial
Management Center include: (i) to ensure our Group complies with all relevant PRC laws and
regulations in relation to financial management, auditing; (ii) to devise internal rules and guidelines
for our Group’s asset management and financial management system; (iii) to actively manage our
Group’s assets, including investments and depositions activities; (iv) to take part in our Group’s
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project planning work, including supervising and auditing feasibility studies and financing plans for
proposed projects; (v) to oversee our Group’s taxation management, cost management and
administrative matters for our Group’s real property registration, amongst others; and (vi) be
responsible for the central management of cash flow, investments, financing and the declaration of

dividends of our subsidiaries.

In addition, our Company also encourages payments for our services via credit cards or bank
transfers, thus limiting the volume of cash receipts and lowering the risk of misappropriation of cash

by our Group’s employees.

Our internal control consultant, a well reputed accounting firm and has long and successful track
record in providing internal control review services to a wide range of clients, had conducted a review
on the internal control systems of certain entities of our Group including our Company and major
operating subsidiaries (the “reviewed entities”) based on an agreed work scope to highlight the areas
for improvement. The agreed work scope included conducting a review of (i) the risk assessment,
internal communication, and financial reporting and disclosure at the Group level and (ii) the financial
reporting and disclosure, sales and procurement management, inventory and costing management,
assets and project management, human resources and remuneration management, cash management
and information system control at the operating subsidiaries’ level. The internal control review
commenced in May 2013 and was completed in June 2013. The internal control consultant reported
to us that it identified certain deficiencies in the cash management systems in some of the reviewed
entities based on the agreed scope and we have taken steps to improve our systems based on the
internal control consultant’s findings. The internal control consultant noted the remediation actions
have been taken by management to rectify the deficiencies identified and did not identify any further
deficiencies in its follow up review conducted in July 2013 and November 2013. Below are the details
of those deficiencies and the recommendations from the internal control consultant and our follow up

actions:

(i) The cash and bills systems of some of the reviewed entities lacked sufficient documentation
of operation records on certain verification procedures, for example, there are no cash
counting records and ad-hoc checking of cash count records by senior management. The
internal control consultant advised us to prepare standardized cash count forms and keep
proper records of ad-hoc cash count checking by senior management. We have implemented

these internal control measures in 2013.

(ii) No sufficient records on the approval and monitoring of fund transfers among the
subsidiaries of our Company were identified. The internal control consultant advised us that
sufficient records of such approval and monitoring, such as applications, reports, approvals
in writing, and duly signed written agreements of relevant fund transfer activities, shall be
kept. We have adopted in 2013 the recommendations from the internal control consultant
by establishing an internal policy which sets out the approval and reporting procedures for

internal fund transfer activities and the requirements for proper filing of such records.
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(iii) We have set up an approval mechanism for use of funds exceeding RMB500,000. However,
there has been no sufficient approval and monitoring procedures at the Group level
regarding the use of funds exceeding RMB500,000 by the subsidiaries of our Company, and
such use of funds was approved and used at the subsidiary level only in some occasions.
The internal control consultant advised us that, among others, the use of funds exceeding
RMB500,000 should be duly approved at the Group level. We have implemented such
internal control measures in 2013 by establishing an internal policy which sets out the
reporting and approval process for the use of funds exceeding RMBS500,000.

We have implemented enhanced internal control measures since the initial review conducted by
the internal control consultant in May 2013. The internal control consultant has conducted two
follow-up reviews in July 2013 and November 2013. The purpose of the first follow-up review in July
2013 was to assess whether our Group has implemented the internal control measures recommended
by the internal control consultant and whether the deficiencies identified in the first phrase of the
review have been rectified. The purpose of the second follow-up review in November 2013 was to
assess whether the rectification of the outstanding deficiencies not yet rectified in the reviews
conducted in May and July 2013 have all been implemented. The internal control consultant carried
out the following works during the follow-up reviews: (i) conducting follow up interviews with our
Group to ensure that deficiencies have been rectified and new internal control measures have been
implemented; (ii) reviewing revised and new internal policies recommended by the internal control
consultant; and (iii) reviewing samples and implementation of the revised internal control policies.
The internal control consultant has followed its procedures and standards in conducting its follow-up
reviews of our Group’s internal control system. Based on the follow up review, we have demonstrated
that we have rectified all material deficiencies identified by the internal control consultant and have
adopted and implemented all major internal control measures recommended by the internal control
consultant. The internal control consultant has not identified any further deficiencies during the
second follow-up review. The internal control consultant conducted the second follow-up review
which was completed in November 2013.

The internal control consultant noted in its follow up reviews on July 5, 2013 and November
2013 that we had established the internal control policies according to the recommendations of the
internal control consultant, and put in place the internal control measures set out above, in rectifying
the deficiencies identified under the scope of the review. Based on our remediation works, including
the internal control consultant’s follow-up reviews results, no further deficiency on the internal
control rectification measures taken by us has been identified, including any deficiencies in the cash
management systems of the reviewed entities, which would render our internal control measures
inadequate and ineffective, and we confirm that all the internal control deficiencies that were
considered material have been rectified and addressed. On that basis, the internal control measures
that are currently in place are adequate and effective.

TREASURY MANAGEMENT

Our finance department has the responsibility to review the Group’s treasury position and it
oversees the day-to-day management of the Group’s working capital and funding activities and
prepares forecasts of cash receipts, disbursements and expected closing balances. These projections
are carried forward and used as a tool for ensuring that any borrowings for operating needs are
executed.
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The scope of review of the Group’s treasury position typically entails:

(i) regular estimates on our cash position at the subsidiary and Group level by taking into
account projected revenue and by anticipating our expenditure of non-capital nature;

(i1) regular review of our capital nature expenditure against our annual budgetary plan;

(iii) ad hoc assessment of investment opportunities, typically involving site or project
acquisitions. These opportunities are typically brought up by our finance department for the
attention of our investment committee. The latter will make a final decision on the

opportunity taking into account our Group’s strategies and risks and reward considerations;

(iv) involvement of our Directors and our senior management in such review or
decision-making process.

Our treasury management policies require, among other things, that: (i) each subsidiary report
its bank account balance to our finance department on a periodic basis; (ii) any single transaction of
the Group exceeding RMBO0.5 million require approval from our senior management; (iii) delegated
finance managers conduct periodic inspections on the funds of each subsidiary; and (iv) our finance
department submit periodic treasury reports to the senior management and the general manager of the
Group.

The investment committee of our Group is responsible for formulating investment policies and
making investment decisions on opportunities brought up by the finance department. Our investment
policies are currently not geared towards capital preservation and, as such, we do not currently invest
our reserves in relative low-risk short-term financial instruments. Instead, our current investment
policy is to leverage our investment committee’s experience to search for merger and acquisition
opportunities to grow the Group’s business operations.

There are many risks involved with merging with or acquiring other companies to grow our
business, and such risks include (i) selecting the wrong partner; (ii) being unable to plan and manage
integration of the acquired company; (iii) paying too high a price for the merger or acquisition; and
(iv) loss of key staff in the acquired company. To mitigate such risks, a team from our finance
department evaluates each opportunity and prepares recommendations of viable opportunities to our
investment committee for its consideration. Our investment committee then considers these
opportunities against the risks involved, the potential rewards and the Group’s strategies before giving
approval to our finance department to proceed with the merger or acquisition. The current members
of our investment committee include six members, namely the general manager of our Group, Mr.
Wang Jisheng, the senior deputy general manager of our Group responsible for our sales and
marketing, Mr. Ge Qiansong, the senior deputy general manager and joint company secretary, Mr.
Zhao Yu, the chief financial officer of our Group, Mr. Luk Wai Keung, the in-house counsel of our
Group, Mr. Yu Haigang (T i [fl]), the deputy general manager of our Group’s planning and financial
management center, Mr. Tian Yusheng. Both the general manager of our Group and the deputy general
manager of our Group in charge of the sales and marketing department have significant experience in
the death care industry, and our joint company secretary has significant experience in corporate
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finance. Together, they assist our Group to manage the aforementioned risks and to, among other
things, better select partners, accurately assess the value of targeted businesses and plan and manage
the integration of the acquired businesses. The investment committee is required to seek further

approval from the Board for investments exceeding RMB10 million.

SALES AND MARKETING

Sales Team

As of the Latest Practicable Date, our sales team consisted of 150 sales personnel, located in 54
customer service centers across the various localities in which we provide funeral and/or burial
services. All our sales personnel have received specialized training and are knowledgeable of the PRC
death care services industry and of the death care services we offer. In addition, our sales personnel,
who operate in various provinces across the PRC, have also been trained to understand the local
customs for death care services in the localities in which they operate, so as to allow them to be
attentive to the needs of prospective customers. We pay our sales personnel a commission for the

services they have sold on our behalf.

We also engage sales agents to assist with the sales and marketing of our death care services.
These sales agents are independent third parties and predominantly comprise individuals. We
generally enter into contracts with them with respect to the sales and marketing services they provide
to us and pay with a commission for the services they have sold on our behalf. We also reimburse them

for the expenses they have incurred while marketing our services.

Our commission policies for both our sales personnel and external sales agents vary across the
localities in which it operates and are shaped by each locality’s practices and competitive
environment. During the Track Record Period, the total commissions paid to our sales personnel and

external sales agents accounted for 3.6%, 4.8%, 4.4% and 5.0% of the Group’s revenue.

Customer Service Centers

We provide customer service and conduct sales and marketing through these customer service
centers. To leverage the central location of our funeral facilities, which are all situated in the heart of
the cities in which they are located where population density is high, each funeral facility contains a
customer service center. As our cemeteries generally border the city centers of the localities in which
they are situated, in order to maintain a presence among prospective customers and to respond to their
needs and demands promptly, we maintain customer service centers for these cemeteries within the
city centers of their location. In locations where we provide both death care services, our customer
service centers conduct cross selling of both our services to provide customers with the whole chain
of death care services, save for cremation services, which are exclusively provided by government
entities. At of the Latest Practicable Date, we had 22, five, two, six, nine and eight customer service
centers in Shanghai, Hefei, Chongqing, Zhengzhou, Jinan and Jinzhou, respectively, and one customer

service center in Xiamen.
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Marketing

Our sales staff who are stationed at these customer service centers conduct marketing activities
in these locations and in the surrounding areas, such as organizing and conducting site visits to our
cemeteries during Chinese cultural festivals. These activities are marketed as increasing cultural
awareness and honoring and showing respect for one’s ancestors. They allow visitors to become

familiar with the layout of our beautifully landscaped cemeteries.

A large number of new customers have been referred to us through word-of-mouth, where
customers who are satisfied with our services share their experience with others around them. We
benefit from word-of-mouth marketing as it is a credible and personal form of advertising. We also
enjoy other forms of unsolicited marketing, where newspapers, magazines and television programs
would feature our services from time to time, increasing our visibility and strengthening the level of

our brand recognition.

We believe that such marketing activities have allowed us to raise awareness of our brand and

foster relationships with local and surrounding communities.

SUPPLIERS AND SERVICE PROVIDERS

Our principal supplies are urns, flowers and memorials, which we source from various
independent third party suppliers in the PRC. We also source certain supplies from overseas suppliers,
such as tombstones and unique materials used to construct certain features of customized burial plots,

upon special request by our customers who have purchased our customized burial service.

We also outsource certain components of our death care services to various third party service
providers in the PRC, including:

° transportation services — such as transporting (a) remains from the hospital or the
deceased’s home to our funeral facilities and from our funeral facilities to the crematorium;
and (b) the family and friends of the deceased to and from our cemeteries and funeral

facilities;

° cemetery repair services — such as repair and maintenance services of memorials and other

fixtures in our cemeteries and/or funeral facilities;
° photographing services — such as producing the display photo of the deceased, photo
taking or video recording during the farewell ceremonies at our funeral facilities or burial

rituals at our cemeteries; and

° professional performance services — such as provision of marching bands, dancers,

musicians and other cultural and/or ritual performances.

201



BUSINESS

We maintain a policy of having at least two suppliers for each principal product supply and at
least two service providers for each outsourced service to ensure that there are suitable alternative
suppliers and service providers at all times. We believe that this policy has enabled us to minimize the
risk of supply shortages and delays in the provision of outsourced services. During the Track Record

Period, we did not encounter any shortage of supplies or delay in provision of outsourced services.

We maintain a stringent process in the selection of our suppliers and service providers. We
conduct our own market research on prospective suppliers and service providers in the market and
identify those that have a strong market reputation and whom we consider to be able to deliver high
quality supplies and services in a timely manner. For the supplies we intend to purchase, we examine
samples offered by potential suppliers and evaluate each prospective supplier’s track record before
adding them to our panel of approved suppliers. For the services we intend to outsource, we carry out
trial runs of such services and evaluate each service provider’s track record before adding them to our
panel of approved service providers. We believe that this stringent process has enabled our customers

to consistently receive the highest quality of services from us.

We normally enter into framework supply contracts with our suppliers for a one-year term, which
provide for, among others, the unit prices of our supplies procured under the contracts. Such unit
prices are usually adjustable. Under these framework supply contracts, we make periodic orders of
quantities calculated based on our customer orders and our internally forecasted requirements. Our
suppliers are normally required to provide us with product warranties. The credit terms extended by
our suppliers may vary and depend on, among others, the length of our relationship with the respective

supplier and the volume and price of our purchases.

Similar to our supply contracts, we normally enter into service contracts with our service
providers for a one year term and some of the service contracts are project based which may have a
term less than one year. The service fees are either fixed for a period of time or to be quoted each time
we request for the provision of the services. Under the service contracts, we would request for the
provision of services from time to time, depending on the anticipated demand for our services and

requests from our customers.

We normally make payments to our suppliers in accordance with our contract terms and payment
terms of our suppliers vary depending on the types of products or services supplied. For example, for
our tombstone suppliers, we normally pay them once the tombstone is delivered and has passed
inspection. We may also pay them in advance under certain circumstances, based on consideration of
the supplier’s funding needs and our financial condition. For our construction contracts, we normally
make installment payments to the contractors in accordance with the degree of progress of
construction. Some of our major suppliers with whom we have been able to maintain long-term

business relationships typically offer us longer credit terms, which range between one and two years.
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The following tables set out details of our top five suppliers for each of the three years ended

December 31, 2012 and the six months ended June 30, 2013, including their background, years of

relationship with the Group, the type of supplies purchased and the credit terms offered to our Group.

Length of

relationship

with our Group purchased from the

Type of supplies

Credit terms offered

Background of the suppliers (Approximate) suppliers to our Group
2010
A designer and planner of cemeteries 19 years Tombstones 1 year
A masonry of tombstones 17 years Tombstones 2 years
A designer of cemeteries and masonry of 13 years Tombstones 1 year
tombstones
A masonry of tombstones 6 years Tombstones Determined based
on sales progress
A provider of seedlings 5 years Plants 1 year
2011
A designer and planner of cemeteries 19 years Tombstones 1 year
A masonry of tombstones 17 years Tombstones 2 years
A designer of cemeteries and masonry of 13 years Tombstones 1 year
tombstones
A masonry of tombstones 6 years Tombstones Determined based
on sales progress
A provider of building fixtures and fittings 14 years Construction 1 year
services
2012
A designer and planner of cemeteries 19 years Tombstones 1 year
A masonry of tombstones 17 years Tombstones 2 years
A designer of cemeteries and masonry of 13 years Tombstones 1 year
tombstones
A masonry of tombstones 6 years Tombstones Determined based
on sales progress
A masonry of tombstones and provision of 5 years Tombstones Determined based
maintenance services on tombstones on sales progress
Six months ended June 30, 2013
A masonry of tombstones 5 years Tombstones Determined based
on sales progress
A designer and planner of cemeteries 19 years Tombstones 1 year
A designer of cemeteries and masonry of 13 years Tombstones 1 year
tombstones
A masonry of tombstones 17 years Tombstones 2 year
A masonry of tombstones 6 years Tombstones Determined based
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Although we do not enter into long-term service contracts with either our suppliers or service
providers, we are able to maintain long-term business relationships with many of them. The average
length of our relationship with each of our top five suppliers and service providers is ten years and

18 years, respectively.

For the three years ended December 31, 2012 and the six months ended June 30, 2013, purchases
from our top five suppliers represented 76.4%, 77.6%, 75.5% and 75.4% of our total purchases,
respectively, and purchases from our single largest supplier accounted for 28.1%, 30.2%, 25.1% and

25.8% of our total purchases, respectively.

None of our Directors or their associates, and none of our Shareholders had any interests in any
of our top five suppliers during the Track Record Period. We did not have any disputes with any of
our suppliers or service providers during the Track Record Period.

QUALITY CONTROLS

We maintain stringent quality controls over various aspects of our funeral and burial operations.
For our funeral services, we have implemented a number of quality control steps. For instances, we
require high hygiene standards and perform sterilization on the remains once they are transported to
our funeral facilities and we regularly check to ensure the remains are properly stored. In addition, we
ensure that our facilities are operating effectively by, among others, conducting regular inspections in
relation to the functioning of our refrigerators and electrical appliances. We also conduct daily
inspections of the hygiene and safety conditions of our other funeral facilities. In order to maintain
the high quality of our services, we assign a customer service representative to be the host of each
funeral service we provide to ensure our customers’ inquires and requests are addressed in a timely
manner. These representatives are also responsible to oversee the performance of our staff involved
in the services we provide. With respect to third party contractors engaged by us to perform rituals
and ceremonies, in the event there is any complaint against them and such complaint is finally
determined by us to be valid, fees payable to these third party contractors will be withheld from them
as a means to ensure their service quality. During the Track Record Period, we have not received any

complaint of a material nature from our customers or the local authorities.

We have also implemented a number of quality control measures to ensure the quality of our
burial services. We have engaged third party quality control consultants to inspect and assess the
quality of our burial services. These consultants have provided us with reports on their findings and
recommendations for improvements in the quality of our burial services. We have, based on
recommendations from our quality control consultants, formulated and adopted internal policies and
guidelines which set out the standards of safety, quality of equipment and services and environmental

maintenance in our facilities.
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EMPLOYEES

We recognize the importance of our employees to our business and are committed to the building
and retaining of a strong team of employees. As of September 30, 2013, we had 1,092 full-time
employees. The following table sets forth the number of employees for each of our areas of operations
as of September 30, 2013.

Function Number of employees Percentage of total
Sales and marketing .................. 238 21.5%
Human resources and training . .......... 37 3.3%
Funeral services. . .................... 283 25.7%
Burial Services ......... .. ... ... ... .. 92 8.3%
Design and planning of cemeteries. . ... ... 45 4.1%
Cemetery administration . .............. 186 16.8%
Management and general administration. . . . 225 20.3%
Total .. ... .. ... ... ... .. ... ... .. ... 1,106 100%

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013,
we incurred staff costs (including salaries, benefits and allowances) of RMB70.9 million, RMB83.6
million, RMB96.6 million and RMB49.1 million, respectively, representing approximately 20.2%,
19.8%, 20.1% and 16.0% of our total sales during those respective periods.

Training and Remuneration

We offer our employees competitive remuneration packages with fringe benefits. We have
implemented a number of initiatives and bonus schemes in recent years to enhance the productivity
of our employees. We conduct periodic performance reviews for all of our employees and their salaries
and bonuses are performance-based.

We place significant emphasis on staff training and development. We invest in continuing
education and training programs for our management personnel and other employees with a view to
constantly upgrading their skills and knowledge. Our staff training is conducted either internally by
our management and various department heads or by external trainers. We want to ensure that our staff
remains equipped with the necessary skills to be productive in their respective areas of work as this
in turn helps our Group to maintain our competitiveness.

Our Directors believe that the above-mentioned initiatives and training programs have
contributed to increased employee productivity and high employee loyalty.

Employee Benefits

In accordance with applicable PRC laws and regulations, we have made contributions to social
security insurance funds (including pension plans, medical insurance, work-related injury insurance,
unemployment insurance, and maternity insurance) and housing funds for our employees. As of the
Latest Practicable Date, we have complied with all statutory social insurance and housing fund
obligations applicable to us under PRC laws and regulations in all material aspects.
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SOCIAL RESPONSIBILITY

We have a strong commitment to our social responsibility and have been participating in various
social welfare services in the PRC. We seek to not only provide the highest quality of death care
services to our customers, but also to assist people who have passed away in the service of society,
whose family cannot afford death care services, or who have made other contributions to society. For
example, we offer free or discounted burial services to certain public servants, such as police officers
and soldiers who passed away in the line of duty, the needy, such as certain low income families and
cancer patients who have spent all their money on cancer treatment before passing away, and other
people who have contributed to society, such as people who have donated their bodies for medical and
scientific research.

In our cemeteries, we have allocated land to establish museums, monuments and memorial
squares for various social purposes. For example, we have established a World War II memorial and
a museum in our cemetery in Shanghai, which commemorates soldiers who sacrificed their lives in
defense of the country and features the life stories of certain famous persons buried in the cemetery.
In Shandong Fu Shou Yuan, we have allocated thousands of sq.m. of land to establish monuments and
a memorial square in memory of those soldiers who sacrificed their lives in the World War II and the
Chinese Civil War. In Hefei Dashushan Cultural Cemetery, we established the Anhui Province
Remains Donors Monument in 2005. The monument was erected in memory of and respect for the dead

who donated their bodies for scientific and medical research.

We are also aware of our social responsibility to protect and conserve the environment and
provide environmentally friendly and space-saving burial services, such as green burial services where
cremains are buried under trees and flower beds or interred into walls in our cemeteries.

Further, as part of our effort to improve the PRC death care services industry and raise the
standards of death care services for the Chinese population, we cooperate with relevant PRC
governmental entities to provide training sanctioned by the China Funeral Association on death care
services to local and international industry participants and organize and host seminars for them. One
of our Directors, Wang Jisheng, has played a role in setting the industry’s best practices and standards
and has conducted training sessions for over 14 years and has taught numerous industry participants.
We believe that we have contributed significantly to improving the PRC death care services industry.

We believe that our commitment to the preservation of Chinese values and culture and social

responsibility have contributed to the popularity and strength of our brand and our leading position

in the industry.
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AWARDS AND RECOGNITIONS

Over the years, we have received numerous awards and designations and have obtained
recognition from various industry associations, government entities and social communities. The
following table sets forth the major awards we have received since the establishment of our operations.

Year of Grant Awards/Recognition

2005 to 2012 “Civilized unit of Shanghai City” awarded by the People’s Government
of Shanghai City

December 2008 “China Charitable Award” at the 2008 Annual Chinese Charity Awards

March 2011 “Demonstration Unit in National Funeral Revolution” awarded by the
MCA of the PRC

May 2011 “First of May Labor Certificate” awarded by the Shanghai Federation of
Trade Unions

January 2012 “Shanghai’s Famous Trademark” awarded by the Shanghai
Administration for Industry and Commerce

July 2012 “Mass Satisfaction Window” and “Demonstration Unit in Moral Culture
Construction in National Civil Affairs System” awarded by the Shanghai
Civil Affairs Bureau

January 2013 “Top Ten Most Investment-Worthy Brand in Asia” awarded by the
Global Times, the Asia Brand Association and the China Economic
Herald

COMPETITION

Our cemeteries and funeral facilities generally serve customers who live within one to
one-and-a-half hour’s journey from us. Within this localized area, we face competition from
cemeteries and funeral facilities that are operated by private companies or government entities located
in the area. Most of these cemeteries and funeral homes are operated by government entities, and most
of their operations are smaller than ours.

The number of customers that death care services providers are able to attract is largely a
function of reputation, quality of service and well-maintained and conveniently located facilities,
although other factors such as competitive pricing are also important factors. Due to the importance
of reputation, quality of service and well-maintained and conveniently located facilities, new or
smaller less well-known death care services providers will generally take a long period of time to
increase their customer base.

However, as families tend to return to the same cemetery for multiple generations due to family

ties and convenience of future visits, competitors within a localized area may have an advantage over
us if a potential customer’s family members are already buried in the competitor’s cemetery.
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For our burial services, we mainly face competition from four other burial services providers in
Shanghai, which include Shanghai Songhe Cemetery (L{#A%52E), Shanghai Binhai Cemetery
(B &% ), Shanghai Haiwan Cemetery (i1 ) and Shanghai Zhizunyuan Cemetery
(¥ ZF %), In Hefei, we face competition from Hefei Xiao Shu Shan Cemetery (& AE/NE 1A ZE).
In Jinan, we face competition from Jinan Yuhanshan Cemetery (5 KK (1A 25). In Zhengzhou, we
have an advantage over our competitors, which are relatively less developed in terms of operations and
facilities. In Jinzhou, we are the only burial service provider in the region, one of the key reasons

behind our decision to establish our operations in that locality.

For our funeral services, in Chongqing, we compete with Jiangnan Funeral Parlor (VL7458 & fiff)
and Shigiaopu Funeral Parlor (fi#& &M ). In Shanghai, we face competition from both
government owned funeral parlors and privately owned funeral facilities. In Xiamen, Ningbo and

Hefei, we face competition from privately owned funeral facilities.

We believe our well-known brand and our efforts in setting benchmarks for the industry’s best
practices and standards differentiates our services from our competitors in the private sector as well
as those operated by government entities and gives us a competitive advantage in the fragmented death
care services industry in the PRC, where there is a proliferation of small and mostly less well-known
death care services providers. We believe that we currently face limited competition and are well
positioned to be a primary consolidator in the death care services industry.

INTELLECTUAL PROPERTY

We recognize the importance of intellectual property rights to our business and are committed
to the development and protection of our intellectual property rights. As of the Latest Practicable Date,
we had 34 registered trademarks in the PRC. During the Track Record Period, we submitted 47
trademark applications in the PRC, of which 32 have been granted and 15 are still pending approval.
We also submitted four trademark applications in Hong Kong, of which all are still pending approval.

Under PRC law, we have the exclusive right to use a trademark for products and services that
we have registered with the PRC Trademark Office of the SAIC. Trademark registration in the PRC
is valid for ten years, starting from the day the registration is approved. If we believe that a third party
has infringed upon the exclusive right of our registered trademarks, we may, through appropriate
administrative and civil procedures, institute proceedings to request an injunction from the relevant
authority or resolution of the infringement through consultation. The relevant authority can also
impose fines, and confiscate or destroy the infringing products or equipment used to manufacture the
infringing products. As at the Latest Practicable Date, we were involved in seven trademark disputes.
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See “— Legal Proceedings.”

We believe that our core trademarks “Fu Shou Yuan”, “#&3% &> and “@ ” for burial services
and “% 445> for funeral services are well recognized in the PRC death care services industry. Our
“ @ ” brand was recognized as “Shanghai Famous Trademark” by the Shanghai Administration for
Industry and Commerce in 2012. As our brand name is becoming more recognized in the PRC death
care services industry, we are devoting our efforts to increasing and enforcing our intellectual property

rights, which are critical to our overall branding strategy and reputation.
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During the Track Record Period, we did not experience any infringement of our intellectual
property rights, including incidents involving counterfeit or imitation products that had a material
adverse effect on our business.

PROPERTIES

Properties Owned by Us

Cemeteries

We own two cemeteries in Shanghai, one in Qingpu and one in Pudong, one cemetery in each of
Hefei, Zhengzhou, Jinan and Jinzhou. We have the right to use 17 parcels of land with an aggregate
site area of approximately 1,556,744 sq.m. We own a total of 79 buildings on our cemeteries with an
aggregate gross floor area of 33,151 sq.m., which principally comprise office buildings, temples,

pagodas, museums, shops and staff dormitories.

The following table sets forth a summary of the properties used as cemeteries owned by us.

Parcels of Number of Duration of
Location Site Area Land G.F.A. Buildings land use rights
(sq.m.) (Units) (sq.m.) (Units)
Qingpu, Shanghai. .. ... 402,034 4 23,667 60 Undetermined‘"
Pudong, Shanghai .. ... 100,523 1 184 2 Expiring in 2056
Hefei, Anhui ......... 87,702 1 1,338 6 Expiring in 2050
Zhengzhou, Henan . . . .. 302,191 7 2,913 5 Expiring in 2055
Jinzhou, Liaoning ... .. 141,437 3 3,607 3 4,664 sq.m. out of
141,437 sq.m.®
expiring in 2047
Jinan, Shandong. ... ... 522,857 1 1,442 3 Expiring in 2060
Total . .............. 1,556,744 17 33,151 79
Notes:

(1)  The cemetery in Qingpu, Shanghai, Shanghai Fu Shou Yuan, is situated on allocated land that can be used without a
definitive term. We have obtained the land use right certificate for this property.

2) Of the 141,437 sq.m., 50,124 sq.m. and 86,649 sq.m. are allocated land and leased land, respectively. The allocated land
can be used without a definitive term and we have obtained the land use right certificate for this property. The lease to

the leased property expires in 2034.

In April 2004, we entered into a lease agreement with the Guta branch of the Jinzhou Land and
Resources Bureau, to lease 86,649 sq.m. of land at Jinzhou Maoshan Anling over a period of 30 years
at a yearly rent of approximately RMB260,000. As advised by our PRC legal advisors, such leased
land are not allocated land by nature and are not subject to the new Land Allocation Catalogue. We

have the option of renewing the lease for an additional 30 year term on the same terms upon its expiry.
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As advised by our PRC legal advisors, under PRC law, the Guta branch of the Jinzhou Land and
Resources Bureau is authorized as the local land authority to lease the land to us. We have received
the land use right certificate under the lease agreements and are permitted to use the land for cemetery

development and operation.

Funeral Facilities

We own a funeral facility in Yuzhong, Chongqing with a gross floor area of 3,556 sq.m. that is
built on the land with an aggregate site area of approximately 1,337 sq.m., which is leased to us from
the Bureau of Land and Resources of Chongqing Yuzhong district. Pursuant to the lease agreement,
the Bureau of Land and Resources of Chongqing Yuzhong district is not permitted to terminate the
lease, save for imperative reasons of overriding public interest. As the lease for the land in Yuzhong,
Chongqing is due to expire in May 2014, we have communicated with the relevant government
authority and was informed that the renewal application should be filed in the first quarter in 2014.
We intend to apply to renew this lease in the first quarter of 2014. As advised by our PRC legal
advisors, there is no legal impediment under the PRC laws, rules and regulations for the renewal save
for reasons of public interest. Further, our Group as the existing tenant may choose to exercise our
contractual right under the current lease, to enter into a renewed lease with the Bureau of Land and

Resources of Chongqing Yuzhong district under the same terms and conditions.

The following table sets forth a summary of the property used as funeral facility owned by us.

Location Owner G.F.A. Duration of land use rights
(sq.m.)

Yuzhong, Chongqing .. Chongqing Anle Funeral Services 3,556 Expiring in May 2014

Qingpu, Shanghai. . . . . Qingpu Funeral Services 1,280  Undetermined”

Notes:

(1)  The funeral facility in Qingpu, Shanghai is situated land allocated to us that can be used without a definitive term.

Others

We also own nine properties in Shanghai, Jinzhou and Hefei with a total gross floor area of

approximately 1,831.48 sq.m., which are used as ancillary facilities to our business.
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Properties Leased by Us

We have leased certain properties in the PRC to operate two of our funeral facilities, office
buildings, sales offices, staff dormitories and tombstone carving factory. We lease the land on which

113

our funeral facility in Yuzhong, Chongqing is built, see “— Properties Owned by Us — Funeral
Facilities,” and the funeral facilities at Sha Ping Ba, Chongqing from Chongqing New Bridge
Industrial Co. Ltd. (B Hi% H £ 4 /A 7)) (“Chongqing New Bridge”). This lease expires in January
2018 and Chongqing New Bridge is not permitted to terminate the lease before the end of the lease
term. We lease properties at all the locations we currently operate. We leased a total of 40 properties

with an aggregate of approximately 8,000 sq.m.

As at June 30, 2013, save for the abovementioned six cemeteries that were our property
activities, with each cemetery having a carrying amount above 1% of our total assets, none of our
property forming part of our property activities had a carrying amount less than 1% of our total assets.
Our Directors confirm that none of these property interests is individually material to us in terms of
revenue contribution or rental expense. The highest carrying amount of these property interests was

insignificant as at June 30, 2013.

See “— Compliance — Owned Properties and Leased Properties” for non-compliances issues in

relation to our owned and leased properties.

Property Interests of our Non-property Activities

Pursuant to Chapter 5 of the Listing Rules and section 6(2) of the Companies Ordinance
(Exemption of Companies and Prospectuses from Compliance with Provisions) Notice, save for the
disclosure set out in “Appendix III — Property Valuation” in this prospectus, this prospectus is
exempted from compliance with the requirements of section 342(1)(b) of the Companies Ordinance in
relation to paragraph 34(2) of the Third Schedule to the Companies Ordinance, which requires a
valuation report with respect to all our Group’s interests in land or buildings. Pursuant to Rule 5.01A
of the Listing Rules, our Directors confirm that the property interests forming our Group’s
non-property activities had a carrying amount of less than 15% of our Group’s total assets as of June
30, 2013.

Our property interests forming our non-property activities include land and buildings located in
Chongqing, Shanghai, Jinzhou and Hefei, with a total gross floor area of approximately 5,387.48 sq.m.

These properties are mainly used as our funeral facility and ancillary facilities to our business.

Save as disclosed in this prospectus, we have obtained all the required land use rights and
building ownership certificates for our funeral facilities as advised by our PRC legal advisors, Watson
& Band Law Offices. See “Risk Factors — We have not obtained formal title certificates for some of
the properties we occupy and some of our landlords lack relevant title certificates for properties leased
to us, which may materially and adversely affect our rights to use such properties.” For further details

of our properties, see “Property Valuation Report” in Appendix III to this prospectus.
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INSURANCE

We currently maintain social welfare insurance in accordance with the relevant PRC laws and
regulations, health and personal accident insurance for our employees and insurance that covers our
major fixed assets against damage caused by accidents and natural disasters such as fires, earthquakes
and floods. For the years ended December 31, 2010, 2011 and 2012 and the six months ended June
30, 2013, our total expenditures for insurance policy premiums were RMBS5.4 million, RMB6.8
million, RMB10.6 million and RMB6.9 million, which accounted for 1.5%, 1.6%, 2.2% and 2.3% of
our total sales for those periods, respectively.

Our Directors believe that our existing insurance policies are sufficient to cover the risks that we
may be exposed to with regard to the loss or damage sustained over our business operations and claims
from our employees, and are comparable to other death care services providers in our industry in the
PRC whose business operations and size are similar to us. Although there can be no assurance that
such insurance will be sufficient to protect us against all contingencies, we believe that our insurance
protection is reasonable in view of the nature and scope of our operations. During the Track Record
Period, we did not submit any material insurance claims.

LICENSES AND PERMITS

Our operation is reliant on us possessing the requisite licenses and permits for each of our
operating subsidiaries. We have obtained all material licenses and permits required for our operations
in the PRC. See “Appendix V — Statutory and General Information — B. Further Information about
our Business — 2. Licenses and Permits” in this prospectus for a summary of the aforementioned
material licenses and permits.

ENVIRONMENTAL COMPLIANCE

Death care services providers operating funeral facilities and cemeteries in the PRC are subject
to a number of environmental laws and regulations, including the rules found in the Catalogue for the
Classified Control of Environmental Protection of Construction Projects (&% JH H BR 5% 52 2 578 /0 851
EILZ$%) and those promulgated under the Administrative Regulations on the Environmental
Protection of Construction Projects (aXIH H B4 (RS I H]). See “Regulatory Overview —
Regulation of the PRC Death Care Services Industry — Environmental Protection and Hygiene
Standards.”

We believe that we are in compliance in all material respects with applicable PRC environmental
laws and regulations except that we did not submit statements and registration forms to the relevant
environmental protection bureaus prior to the commencement of construction of some of our
cemeteries. For details of the aforesaid non-compliance, see “Compliance — Failure to Submit
Statements and Registration Forms to Relevant Environmental Authorities” in this sub-section below.
As at the Latest Practicable Date, no material breaches of environmental regulations were identified
in the annual inspections conducted by the relevant environmental protection bureaus of our
cemeteries and no fine or remedial costs in relation to environmental compliance during the Track
Record Period were incurred. We expect our future annual costs in relation to environmental
compliance to be no more than RMB100,000, excluding the potential fine of RMB400,000 mentioned
below which may be imposed on us.
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INTERNAL CONTROL

As part of our continuing effort to enhance our internal control systems, our Directors have

evaluated various aspects of our internal control systems, including, among other things, financial

reporting procedures, corporate governance, risk assessment, internal audit procedures, treasury and

cash management and human resources management. We have also engaged an internal control

consultant to conduct a review on the current internal control systems of certain entities of our Group

based on an agreed work scope to highlight the areas for improvement. We have implemented the

following measures to enhance our internal control systems at the Group level:

(i)

(ii)

(iii)

at the Group level, our internal control department comprises of Mr. Luk Wai Keung, our
Group’s chief financial officer, and assisted by Mr. Liu Xinwei (2|fXf&), the deputy general
manager of our Group’s internal control department. Mr. Luk is responsible for the
implementation of our Group’s internal control measures. He has more than seven years of
experience in overseeing the internal control systems and implementing internal control
measures for Hong Kong listed companies and nation-wide operations in the PRC. Mr. Luk
was the chief financial officer of Larry Jewellery International Company Limited and
Synergis Holdings Limited, the shares of both of which are listed on the Stock Exchange.
In addition, he was in charge of the finance operations and established an internal audit
department during his tenure with SHV (China) Investment Company Limited. Mr. Luk is
assisted by Mr. Liu Xinwei, the deputy general manager of our Group’s internal control
department (see “Lending to Related Parties and Independent Third Parties — 2. Jiangxi
Guoding” for details of Mr. Liu’s qualification and experience.) Mr. Luk is also assisted by
Mr. Zhu Quanhai (4% %), who has been responsible for the implementation of the Group’s
internal control measures since October 2010. Mr. Zhu has ceased to be the general manager
of the internal control department but is retained as a consultant of the Company. Our
Company’s internal control department reports directly to the audit committee, which
comprised three independent non-executive Directors. Our Directors believe that this direct
reporting system would offer the independent non-executive Directors an independent
assessment of the effectiveness of our Group’s internal control systems. See “Directors and

Senior Management” section for details of the biography of Mr. Luk;

we have adopted a set of internal control manual, policies and guidelines (which covers,
among others, operations and projects, cash management, treasury management and internal
auditing), subject to regular review by the internal control department to cater for the needs

of our Group;

senior officers of different departments of our Group are required to report to our Group’s
internal control department on a regular basis to review the effectiveness of our internal
control measures to ensure that they are properly implemented, discuss any potential

compliance and internal control issues and identify necessary remedial actions;
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(iv) we have established effective lines of communication pursuant to which department heads
or managers can identify potential non-compliance exposures, and report promptly the
detected problems to our Group’s internal control department such that corrective measures

can be formulated and undertaken;

(v) we will provide regular trainings (on a biannual basis) to our employees to raise their

awareness on the importance of internal controls and compliance; and

(vi) we will retain an independent internal control consultant to review the internal control
systems of our Group after Listing for a period of one year. The internal control consultant
will report directly to the audit committee. We will disclose all material findings, if any, by

the internal control consultant in our annual and interim reports after Listing.

For details of other internal control measure adopted by the Group, see “Compliance — Measures

adopted to prevent future non-compliance” in this section.
LEGAL PROCEEDINGS

Dispute Settlement with China Healthcare

In August 2010, our shareholders, Zhongfu and Anhe, our Director, Wang Jisheng, and our
deputy general manager Ge Qiansong on the one hand, and China Healthcare Holdings Limited, a
company listed on the Stock Exchange (HKSE stock code: 673) (“China Healthcare”) and two of its
subsidiaries, on the other hand, entered into a sale and purchase agreement (the “Sale and Purchase
Agreement”), pursuant to which our shareholders agreed to sell the equity interest held by us in our
principal subsidiaries and associates and certain assets to China Healthcare in exchange for the right
to subscribe for convertible notes (convertible into ordinary shares in China Healthcare) to be issued
by China Healthcare to our shareholders. Under the Sale and Purchase Agreement, there were a
number of conditions precedents which were required to be satisfied. In particular, two conditions
precedents had to be satisfied prior to the long-stop date as stipulated in the Sale and Purchase
Agreement were: (i) obtaining approvals from PRC government authorities for the establishment of
certain joint venture partnerships and WFOEs and for their investments in the funeral service industry
under PRC laws and regulations; and (ii) obtaining all approvals for the reorganization as specified
in the Sale and Purchase Agreement. The aforesaid conditions precedents were not satisfied because
certain PRC government approvals remained outstanding prior to the long-stop date. It was the
understanding of the parties to the Sale and Purchase Agreement that Chongqing FSY Industrial would
become a WFOE after its equity interest is transferred to Chongqing FSY LLP and the approval from
local commerce authority for the equity transfers of Chongqing FSY Industrial was required. The
“Foreign Invested Partnership Registration Management Regulations (AP E & % S E T E MM
E (LA R4794))) was newly issued at the time, and were not properly interpreted by the local
commerce authority. As a result, Chongqing FSY Industrial was registered as a domestic company
instead of a WFOE. Under the then applicable PRC law, equity transfer of a domestic company was

not required to be approved by the local commerce authority. On this basis, the local commerce
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authority was not able to grant the approval for the equity transfers of Chongqing FSY Industrial as
envisaged by the aforementioned conditions precedents. In the circumstances the transaction
contemplated in the Sale and Purchase Agreement was not completed. We subsequently completed the
registration of Chongqing FSY Industrial as a WFOE and obtained approval for the equity transfers
from Zhongfu, Shanghai Zhongfu and Anhe to Chongqing FSY LLP post the long-stop date. As advised
by our PRC legal advisors, the reason for not completing the transaction will not have any negative
implication on the Company’s proposed listing on the Stock Exchange from PRC law perspective,
since all the relevant approvals and consents from government authorities required under the aforesaid
conditions precedents have now been obtained after the long-stop date and the corporate structure of
our Group has complied with all relevant PRC laws and regulations for the purpose of the proposed
listing on the Stock Exchange.

In June 2011, China Healthcare and its associates (the “Claimants”) commenced legal
proceedings against, among others, Zhongfu, Anhe, Wang Jisheng and Ge Qiansong (the
“Defendants”) in the Court of First Instance of Hong Kong and a counter-claim was subsequently
filed against China Healthcare and its associates. The Claimants alleged that, amongst other things,
the Defendants breached their obligations under the Sale and Purchase Agreement. In November 2011,
certain Defendants and Shanghai FSY Industry Development considered it was imperative that their
reputation and rights be defended before a court of the PRC. Therefore in February 2012, they initiated
proceedings, by way of counter-claim filed against, among others, China Healthcare for
misrepresentation, fraud and misappropriation of deposit funds in connection with the Sale and
Purchase Agreement at Shanghai No. 1 Intermediate People’s Court.

In May 2013, the Claimants, the Defendants and Shanghai FSY Industry Development, among
others, entered into a settlement agreement (the “Settlement Agreement”), pursuant to which the
Claimants agreed, among others, (i) to waive their rights to further all claims and bring any new claims
against any of the Defendants in connection with the Sale and Purchase Agreement and the
transactions contemplated therein in any jurisdiction; and (ii) to pay Shanghai FSY Industry
Development a small amount in partial reimbursement of the legal costs incurred by it up to the date
of the Settlement Agreement. All claims in connection with the Sale and Purchase Agreement and the

transactions contemplated therein were fully settled.
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Trademark Disputes

As of the Latest Practicable Date, we were involved in seven trademark disputes. We filed six
trademark opposition applications against Sichuan Dalang with the Trademark Office of the State
Administration for Industry & Commerce of the PRC (“Trademark Office”) and were initially
awarded judgments in our favor. Pursuant to the six initial judgments awarded, Sichuan Dalang was
disallowed to register the relevant disputed trademarks with respect to the provision of burial and
funeral services in International Class 45. Sichuan Dalang filed appeals to the Trademark Review and
Adjudication Board (“TARB”) following the initial judgments and the appeals are yet to be heard by
the TARB. The following table sets out the details of the six trademark opposition applications:

Status as of

the Latest

Practicable
Trademark No. Class Trademark Date of Application Date of Initial Award Date

Hl
kil
)

1. 7209399 45 A September 6, 2010  August 21, 2012 Appeal in
progress
June 23, 2011 May 4, 2011 Appeal in
progress
September 1, 2011 July 20, 2011 Appeal

judgment

—
o
cu
[N
>
D

2. 4787186 45

=
H|
kL
i

3. 4787187 45

ruled in our
favor

4. 4787185 45 KMfEFE AEZIEE  September 19, 2011 August 3, 2011 Appeal
judgment
ruled in our
favor

5. 7209400 45 KPtEREE ANERLEE July 12, 2012 May 12, 2012 Appeal in
progress

6. 7442967 45 KHtEF July 31, 2012 June 16, 2012 Appeal in
progress

On April 16, 2012, we also filed a trademark cancellation application against Chongqing
Huaxiayuan for its non-use of the following trademark for three consecutive years. The application is

pending for review by the Trademark Office.

Status as of the
Trademark No. Class Trademark Date of Application Latest Practicable Date

1. 4146465 45  NAAEE K JE April 16, 2012 Application in progress

Based on the above, our Directors are of the view that the above trademark disputes will not have

any material impact on our operations and financial position.
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Save as disclosed in this prospectus, as of the Latest Practicable Date, we were not involved in
any litigation, arbitration or administrative proceedings that, individually or in the aggregate, could
have a material adverse effect on our business, financial condition or results of operations. In addition,
we have not been involved in any litigation or arbitration proceedings pending or threatened against
us or any of our Directors that, individually or in aggregate, could have a material adverse effect on
our business, financial condition or results of operations.

COMPLIANCE

FSY Hong Kong

On August 1, 2012, one of our subsidiaries, FSY Hong Kong, inadvertently failed to comply with
the regulatory requirements in Hong Kong to lay a profit and loss account at its first annual general
meeting under section 122(1) of the Companies Ordinance. FSY Hong Kong is an investment holding

company and it had no business or trading during the relevant period. Details of this incident are as

follows:

Legal consequences

and financial impact Persons responsible = Remedial measure Measures to prevent
Underlying causes to our Group for the failure taken future breaches
Owing to the lack of Nil Directors of FSY A court application  Our joint company
familiarity with the Hong Kong had been made to secretaries have been
Hong Kong legal the High Court of designated to (i)
requirements in light of Hong Kong, and on  monitor the regulatory
FSY Hong Kong’s very November 4, 2013,  compliance regarding
limited operations in the said Court ruled company secretarial
Hong Kong, the that FSY Hong matters in respect of
directors of FSY Hong Kong did not FSY Hong Kong, and
Kong were not aware of contravene section (ii) keep abreast of the
the statutory 122(1) of the requirements under the
obligations. Companies Companies Ordinance.

Ordinance. In addition, our audit

committee will oversee
the internal control
procedures of our
Company.
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Cash Management of Chongqing Anle Funeral Services

From 2008 to 2010, Chongqing Anle Funeral Services had cash reserve of approximately

RMB13.9 million in its bank account earmarked for investment in future projects. Considering the

purposes of the cash reserve were designated for investment in the future, the management of

Chongqing Anle Funeral Services was under the misapprehension that the amount should be physically

set aside in a separate bank account and mistakenly decided not to account for such amount in

Chongqing Anle Funeral Services’ financial statements. As a result, the audited revenue of Chongqing
Anle Funeral Services for the years ended December 31, 2008, 2009 and 2010 was inadvertently
understated by approximately RMB4.4 million, RMB4.4 million and RMBS5.1 million, respectively.

Details of the non-compliance are summarized as follows:

Underlying causes

Legal consequences
and financial impact
to our Group

Persons responsible
for the failure

Remedial measure
taken

Measures to prevent
future breaches

The incident occurred
as a result of lack of a
centralized approach to
the preparation of our
financial statements
before 2011, and due to
a mishandling by the
then finance manager of
Chongqing Anle Funeral
Services who acted
under the direction of
the then finance
director of Shanghai
FSY Industry
Development. The
mishandling was
attributed in part to
poor communications
between the individuals
concerned and in part
to their lack of full
awareness of the
applicable tax rules.

Our Group’s internal
control department was
established in 2010.
Once the internal
control department was
in place, we conducted
an internal review and
unveiled Chongqing
Anle Funeral Services’
cash management
incident in 2011.

Payment for the unpaid
tax amounting to
RMB3.1 million plus
RMBS80,000 in penalty.
The relevant local tax
authority has verbally
confirmed that (i) the
amount of the tax
payable by Chongqing
Anle Funeral Services
and related late payment
have been settled in full;
and (ii) it will not
impose any penalty
against Chongqing Anle
Funeral Services in
relation to the incident.
The relevant local tax
authority has also issued
a written confirmation to
us on July 30, 2013
stating that Chongqing
Anle Funeral Services
has paid all taxes as
required under
applicable tax laws and
that it has not found the
operations of Chongqing
Anle Funeral Services to
be in violation of such
tax laws, as of July 30,
2013.

The then finance

director of Shanghai

FSY Industry

Development and the
then Finance Manager
of Chongqing Anle

Funeral Services.
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We notified the
relevant local tax
authority on January
10, 2012, as soon as
the non-compliance
was uncovered. We
offered to pay the
shortfall
immediately.
However, the
payment could only
be made after the
Chongqing tax
authority examined
all the issues and
completed its
internal formalities,
and it was only in
July 2013 that the
Chongqing tax
authority formally
requested us to
settle the
outstanding tax
payment. We settled
the payment on July
26, 2013.

After we became aware
of the cash management
incident, we
immediately performed
reviews on all our
subsidiaries and no
similar incident was
identified. Furthermore,
our senior management
conducted interviews
with responsible
personnel of our
subsidiary and each of
subsidiary confirmed
that no similar incident
had occurred. Our
review included the
following key

procedures:
(i) interviews with
responsible

personnel at the
subsidiary level;

(ii)  cross-check the
bank accounts of
the subsidiaries
against
transaction
records; and

review the
financial
statements and
transactions
records of the
subsidiary.

(iii)
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Underlying causes

Legal consequences
and financial impact
to our Group

Persons responsible
for the failure

Remedial measure
taken

Measures to prevent
future breaches
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We have also put in
place a system where
all subsidiaries are
required to submit
weekly report to the
Group’s finance
department providing an
update on fund flow
now and closely
monitor the cash inflow
and outflow of all
subsidiaries. We also
reported the cash
management incident to
its reporting accountant.
Based on these, we
believe this is a one-off
incident and there are
no other similar
incidents and the
potential liability is
accurate.

In addition, we have
taken a number of steps
to enhance our internal
control system with an
aim to prevent such
incident from happening
again after Listing. For
details, see “Measures
Adopted to Prevent
Future Non-compliance
— Cash management”
below.

Our remedial measures
have been implemented
since February, 2011.
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Failure to Submit Statements and Registration Forms to the Relevant Environmental Protection
Bureaus

Except for Henan Fu Shou Yuan and Shandong Fu Shou Yuan, we did not submit statements and
registration forms to the relevant environmental protection bureaus prior to the commencement of
construction of our cemeteries. Further, we did not submit statements and registration forms to the
relevant environmental protection bureaus prior to the commencement of construction of our funeral
facilities in Chongqing. The table below sets forth the underlying causes of such failure, the related
operational and financial impact to our Group, persons responsible for the failure and the relevant

remedial measures:

Underlying causes

Operational and financial
impact to, and aggregate
potential penalties on,
our Group

Persons responsible
for the failure

Remedial measures

Lack of legal knowledge on
the part of the responsible
employees.

According to the
Administrative Regulations
on the Environment
Protection of Construction
Projects, competent
environment protection
authorities at its own
discretion may order the
entity which does not comply
with the said regulation to
stop the construction, restore
the original state within the
given time period, and may
impose a fine of less than
RMB 100,000. If we are
fined by the relevant
governmental authorities, the
potential penalties that we
may become liable for in
respect of our four
cemeteries and two funeral
facilities with which
statements and registration
forms have not been
submitted amount to
RMB600,000. As advised by
our PRC legal advisors, the
likelihood of our Group
being imposed such penalties
is low.

Head of Engineering
Department of each of
Shanghai FSY Industry
Development, Shanghai
Nanyuan, Hefei Dashushan
Co, Jinzhou Maoshan Anling
and Chongqing Anle
Services.
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We have not been requested
to file the outstanding
statements and registration
forms to the relevant
environmental protection
bureaus. We will maintain
regular communications with
the relevant environmental
protection bureaus going
forward due to the fact that
the failure to submit such
statements and registration
forms was not regarded as a
material breach of PRC
environmental laws and
regulations. In case the
relevant environmental
protection bureaus require us
to submit the outstanding
statements and registration
forms in the future, we will
comply with the request and
disclose such request in our
annual and/or interim reports
after Listing.

We have implemented
internal control measures to
ensure that all legal
requirements are complied
with before commencement
of any construction. For
further details, see “Measure
adopted to prevent future
non-compliance — Failure to
submit statements and
registration forms to relevant
environmental protection
bureaus”.

Our remedial measures have
been implemented since mid
2013.
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We believe the above omissions to submit statements and registration forms are not material to
our operations. We have consulted and obtained confirmation letters from the environmental
protection bureaus of Shanghai, Shandong, Hefei, Liaoning, Henan and Chongqing confirming that
our Group has complied with all applicable environmental laws and regulations in the PRC. For details
of these confirmation letters, see “Statutory and General Information — B. Further Information about
our Business — Confirmation Letters from Relevant Environmental Protection Bureaus” of this
prospectus. We had provided full details of the non-compliance incidents to the relevant
environmental bureaus in May 2013, before the confirmation letters were issued. The decisions made
by the relevant environmental bureaus to issue such confirmation letters were on a fully informed
basis. We believe that the relevant environmental bureaus issued the confirmation letters on the bases
that, (i) as opposed to some other industries, the business that our Group operates is not one that is
prone to cause material pollution; (ii) there has not been any material pollution caused by us in the
relevant periods; (iii) the failures to submit statements and registration forms are not regarded as a
material breach of PRC environmental laws and regulations; and (iv) the environmental bureaus have
not received any complaints from other third parties in this regard. Further, based on our verbal
consultations with the relevant environmental protection bureaus in May 2013, the relevant
environmental protection bureaus confirmed that we were not required to file the outstanding
statements and registration forms. See “Remedial measures” in this sub-section above for the remedial

measures we have taken to rectify these failures.

Our PRC legal advisor is of the view that the abovementioned environmental protection bureaus
are competent authorities for supervising and managing environmental protection affairs in the
respective regions in which we have operations in accordance with the relevant PRC laws and
regulations, and have the authority to approve environmental issues relating to the construction
projects in which we are involved and that these government environmental bureaus have the
necessary authority to give these confirmations. As advised by our PRC legal advisor, based on the
confirmations from the competent environmental protection bureaus, (i) we have complied with all
material PRC environmental laws and regulations and the possibility that a fine will be imposed on
us by the environmental authorities is low; and (ii) the operational and financial impact of the previous
failure to submit statements and registration forms to the relevant authorities prior to the

commencement of construction would be insignificant.
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Owned Properties and Leased Properties

Owned Properties Without Construction Permits, Construction Work Planning Permits and/or

Building Ownership Certificates

There are two buildings in each of Shanghai Fu Shou Yuan and Haigang Fu Shou Yuan, and

certain properties in each of Shandong Fu Shou Yuan and Henan Fu Shou Yuan, with a total gross floor

area of approximately 4,709 sq.m. that were built without obtaining the relevant construction permits,

construction work planning permits and/or building ownership certificates. These buildings are

generally used as ancillary facilities to our business, such as reception areas and staff dormitories. The

table below sets forth details of those title defects, and related internal control measures in obtaining

the construction permits, construction work planning permits and/or building ownership certificates to

ensure future compliance:

Location/
ownership

Number of
buildings
and G.F.A.

Summary of
title defect and usage
of the properties

Underlying causes of
non-compliance and
person(s) responsible

Maximum aggregated
financial and
operational impact to our
Group

Remedial measures
taken/to be taken

1. Qingpu, Shanghai;
owned by Shanghai
FSY Industry
Development

Two buildings
located within
the cemetery
area with a
total gross
floor area of
approximately
170 sq.m.

Construction work
planning permits and
building ownership
certificates were
not/have not been
obtained. These
buildings are occupied
by our flower shop and
washroom facilities.

The buildings are
temporary and are
ancillary to our

Group’s business.

The manager of the
engineering and
Greenery Department
of Shanghai FSY
Industry Development
is responsible for
obtaining the required
permits for buildings in
this location.
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The maximum potential
fine is estimated to be
approximately
RMB20,000D%), As
advised by our PRC legal
advisors, the likelihood of
our Group being imposed
such fine is low.

If we are required by the
relevant government
authorities to demolish the
buildings, we estimate that
the current cost for
demolition of the relevant
properties not to exceed
approximately
RMB17,000%®. In that
event, we do not intend to
relocate to alternative
premises for Shanghai FSY
Industry Development as
these are ancillary facilities
with relatively small gross
floor area.

We have established a
channel of
communications with
the relevant
government authorities
in relation to the
application for the
outstanding
construction work
planning permits and
building ownership
certificates since May
2013. We expect to file
application for the
outstanding permits and
certificates in the first
quarter of 2014. If we
are unable to obtain the
outstanding
construction work
planning permits and
building ownership
certificates within one
year after listing, we
will demolish the
relevant buildings. We
will disclose any
update on the
application status in
our annual and interim
reports after Listing.

We will take immediate
steps to demolish the
buildings if we are
required by the
relevant government
authorities to do so.

Our remedial measures
have been implemented
since mid 2013.
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Summary of
title defect and usage
of the properties

Underlying causes of
non-compliance and
person(s) responsible

Maximum aggregated
financial and

operational impact to our

Group

Remedial measures
taken/to be taken

Number of
Location/ buildings
ownership and G.F.A.
Jinan, Shandong; Three
owned by Shandong  buildings

located within
the cemetery
area with a
total gross
floor area of
approximately
1,442 sq.m.

FSY Development

Construction permits
were not/have not been
obtained. These
buildings are used as a
reception area for our
visitors and as security,
power and pump
facilities.

At the relevant time
when the relevant
properties of Shandong
FSY Development were
being built, we were a
minority shareholder of
Shandong FSY
Development and we
did not have control
over the application for
the necessary permits
and/or certificates for
the buildings.

The head of the
Engineering
Department of
Shandong FSY
Development is
responsible for
obtaining the required
permits in this location.
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The maximum potential
fine to Shandong FSY

Development is estimated

to be approximately
RMB300,000V4), As

advised by our PRC legal
advisors, the likelihood of

our Group being imposed
such fine is low.

We applied to the relevant
government authorities for

the outstanding
construction permits in
May 2013. If the permits

and/ or certificates are not

granted, and if we are
required by the relevant
government authorities to

demolish the buildings, we

estimate that (i) the
maximum cost for

demolition of the relevant

properties will amount to
approximately

RMB144,20024® " and (ii)

the cost for relocation to
alternative premises for
Shandong FSY

Development will amount

to approximately

RMB210,000® per annum,

which we have estimated
with reference to the
market price for rental of

similar premises nearby for
relocation purposes, and we

have also estimated that

such relocation would take

approximately one to two
years.

We have established a
channel of
communications with
the relevant
government authorities
in relation to the
application of the
outstanding
construction permits
since April 2013.

On July 30, 2013, the
People’s Government
of Changqing District,
Jinan City in Shandong
Province issued a
written confirmation
confirmed that they
would not seek to
demolish® the three
buildings before we
obtain the relevant
permits. We expect to
obtain the construction
permits within six
months from Listing
based on the written
confirmation issued by
the People’s
Government of
Changgqing District,
Jinan City in Shandong
Province and our
verbal communication
with such government
authority that they will
assist us in processing
the request for the
relevant permits and
certificates.

If we are unable to
obtain the outstanding
construction work
planning permits and
building ownership
certificates within one
year after listing, we
will demolish the
relevant buildings.

Our remedial measures
have been implemented
since mid 2013. We
will disclose any
update of the
application status of
the construction
permits in our annual
and interim reports
after Listing.



BUSINESS

3.

Location/
ownership

Number of
buildings
and G.F.A.

Summary of
title defect and usage
of the properties

Underlying causes of
non-compliance and
person(s) responsible

Maximum aggregated
financial and

operational impact to our

Group

Remedial measures
taken/to be taken

Zhengzhou, Henan;
owned by Henan FSY
Industrial

Five buildings
located within
the cemetery
area with a
total gross
floor area of
approximately
2,913 sq.m.

Construction work
planning permits and
building ownership
certificates were
not/have not been
obtained. These
buildings are used as
offices and ancillary
facilities, such as a
washroom, tuck-shop
facilities and a
Buddhism praying hall.

The buildings were
acquired from third
parties through
company share
acquisitions, and such
third parties had not
obtained the relevant
construction work
planning permits and/
or building ownership
certificates.

The manager of the
Engineering
Department and head
of the Engineering
Department of Henan
FSY Industrial are
jointly responsible for
obtaining the required
permits in this location.
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The maximum potential
fine to Henan FSY
Industrial is estimated to
be approximately
RMB380,000143, As

advised by our PRC legal
advisors, the likelihood of

our Group being imposed
such fine is low.

If we are required by the
relevant government

authorities to demolish the
buildings, we estimate that

(i) the maximum cost for

demolition of the relevant

properties will amount to
approximately

RMB291,3004® and (ii)
the cost of relocating these

facilities to alternative
premises will amount to
approximately

RMB410,000 per annum,

which we have estimated
with reference to the

market price for rental of
similar premises nearby for

relocation purposes, and

such relocation will take

approximately one to two
years.

Based on the verbal
confirmation from the
relevant government
authority in Zhengzhou,
we understand that it
has implemented a
scheme to demolish
buildings in certain
areas in Zhengzhou due
to the government plan
of expanding roads of
Longhu Town, and the
aforesaid buildings
owned by us are
located in such areas.
We will be required to
demolish these
buildings at the request
of the relevant
government authority.
There is no indication
from the relevant
government authority
on timing of the
demolish request.
Nevertheless, we are
currently constructing
new buildings in
proximate areas for the
purpose of relocating
the aforementioned
ancillary facility
nearby. Relocation can
take place shortly after
completion of the
construction of these
new buildings without
material obstruction to
our business.

To the knowledge of
the Company, the
demolishment of the
building under the
demolish plan have not
affected and will not
affect other area of the
Group’s cemetery.

Our remedial measures
have been implemented
since mid 2013.
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Number of
buildings
and G.F.A.

Summary of
title defect and usage
of the properties

Underlying causes of
non-compliance and
person(s) responsible

Maximum aggregated
financial and

operational impact to our

Group

Remedial measures
taken/to be taken

Two buildings
located within
the cemetery
area with a
total gross
floor area of
approximately
184 sq.m.

Construction permits
and building ownership
certificates were
not/have not been
obtained. These
buildings are occupied
for our ancillary
facilities, such as a
washroom and security
facilities.

The buildings were
acquired from third
parties through
company share
acquisitions, and such
third parties had not
obtained the relevant
construction permits
and/ or building
ownership certificates.

The maximum potential

fine to Shanghai Nanyuan

is estimated to be
approximately
RMB110,000 V43 Ag

advised by our PRC legal
advisors, the likelihood of

our Group being imposed
such fine is low.

If we are required by the

We have established a
channel of
communications with
the relevant
government authorities
in relation to the
application of the
outstanding
construction permits
and building ownership
certificates since May

The manager of the
Engineering
Department of
Shanghai Nanyuan is
responsible for
obtaining the required
permits in this location.

relevant government
authorities to demolish the
buildings, we estimated the
current cost for demolition
of the relevant properties
not to exceed
approximately
RMBI18,400%®, We do
not intend to relocate to
alternative premises as
these ancillary facilities
have a relatively small
gross floor area.

2013. We expect to file
application for the
outstanding permits and
certificates in the first
quarter of 2014. If we
are unable to obtain the
outstanding
construction permits
and building ownership
certificates within one
year after listing, we
will demolish the
relevant buildings. We
will disclose any
update of the
application status in
our annual and interim
reports after Listing.

We will take immediate
steps to demolish the
buildings if we are
required by the
relevant government
authorities to do so.

Our remedial measures
have been implemented
since mid 2013.

Our PRC legal advisors, Watson & Band Law Offices, have advised us that competent PRC governmental authorities have

the power to order demolition of these buildings and may impose a maximum fine of 10% of the total construction cost

The maximum cost for demolition of the relevant properties has been estimated with reference to the maximum market
price for demolition of buildings in nearby places, and it will take approximately one month for the demolition of the

We believe that there will be no material adverse impact to our Group’s business from such cost.
Our PRC legal advisors also confirmed that the People’s Government in Changqing District, Jinan City in Shandong
Province, an authority administered by the People’s Government of Jinan City, is a competent authority to provide

confirmation in this respect.

Location/
ownership
4. Pudong, Shanghai;
owned by Shanghai
Nanyuan
Notes:
(D
of the buildings.
(2)
relevant building.
3
4
(©))

We will maintain regular communications with the relevant government authorities to evaluate any risk of enforcement

regarding the above unauthorized buildings. We will provide updates in our interim and annual reports after Listing.

The buildings with title defects described above are occupied for office and/or ancillary facilities

that are not critical to the delivery of our burial and funeral services. No leases have been entered into

in relation to these properties. Further, there are alternative buildings nearby available to which we

can relocate our ancillary facilities if needed as our operations are not dependent on such buildings.
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Our aggregated estimated demolishment costs amounted to approximately RMB470,000 and relocation
costs amounted to approximately RMB620,000, which are to be funded by our internally generated
cash. On this basis, our Directors are of the view that these buildings becoming unavailable as a result
of requirements by the government to demolish or vacate them would not have a material adverse
effect on our business, financial condition or results of operations.

Each of Shanghai FSY Industry Development and Shandong FSY Development engaged qualified
architects and construction firms to design and construct the buildings concerned to meet all
applicable construction and safety standards. As for the buildings acquired by Henan FSY Industrial
and Shanghai Nanyuan, our Group has commissioned qualified architects to carry out inspection to
ensure that the buildings meet all applicable standards. As at the Latest Practicable Date, we are
unaware of any safety issue relating to the aforesaid buildings. As advised by our PRC legal advisors,
Watson and Band Law Offices, properties with title defects such as those described above are not
transferrable and cannot be used as security for mortgages. We have no plan to sell or use these
properties as security for mortgages. In addition, there would be no difference in land cost if the above
properties did not have defective titles, since the buildings described above were erected on
self-owned lands which have been obtained by our Group by way of allocation or grant.

We have applied to the relevant government authorities for the outstanding construction permits,
construction work planning permits and/or building ownership certificates. There is no assurance that
the relevant government authorities will approve our applications and grant us the relevant
construction permits, construction work planning permits and/or building ownership certificates.
There is also no assurance that such permits or certificates will be issued within any required time
limits. In any event, our Directors have confirmed that any relocation and/or demolition of the above
properties will not materially and adversely affect our business, financial condition and results of
operations.

Leased Properties

In relation to our leased properties, we have entered 16 leases with an aggregate gross floor area
of approximately 2,813 sq.m. which have not been registered with the relevant government authorities.
These leased properties are used as ancillary facilities to our business, such as offices, carparks and
staff dormitories. As advised by our PRC legal advisors, Watson & Band Law Offices, despite the
leases not having been registered with the relevant government authorities, they remain valid and legal
under current PRC laws and regulations, and we will not be required to vacate these leased properties.
Furthermore, in the event that the relevant government authorities impose a fine on us due to these
leases not being registered, the maximum amount of the fine for each of the failure to register will be
RMB10,000. Given that there are 16 leases which have not been registered with the relevant
government authorities, the maximum amount of the fine which may impose to our Group will be
RMB160,000. As advised by our PRC legal advisors, the likelihood of our Group being imposed such
fine is low. We consider that these leased properties are not material to our business operation and the
potential fine, if imposed, will not materially and adversely affect our Group’s business, financial
condition and results of operations. Our remedial measures have been implemented since mid 2013.
These non-compliances are caused by our Directors’ and responsible personnel’s lack of awareness of
the requirements under the applicable laws and that the due diligence steps undertaken by us to ensure
all our leased properties have been registered with the relevant government authorities were not
sufficiently thorough.
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The lessors of 13 buildings with an aggregate gross floor area of approximately 229 sq.m. we
leased, including one leased by Chongqing Fuyuan, seven leased by Shanghai FSY Industry
Development, three leased by Henan FSY Industrial, one leased by Shanghai Nanyuan and one leased
by Ningbo Yongyi, do not possess relevant title deeds. These buildings are generally used for ancillary
facilities for our business, such as offices and carparks. As advised by our PRC legal advisors, such
leases may be deemed invalid and unenforceable and we may be required by the relevant government
authorities to vacate these leased properties; however, we will not be subject to any administrative
penalties. As advised by our PRC legal advisors, for the above mentioned leased properties which the
lessors do not possess relevant title deeds, we may be required to vacate these leased properties. As
these leased properties are used for ancillary facilities to our business, our Directors do not foresee
any difficulties in identifying suitable alternative sites nearby at comparable rental cost should these
lease agreements and assignments become invalid and our Group be required to vacate from these
leased properties. Further, we consider that these leased properties are not material to our business
operation. In the event we were required to vacate from all of these leased properties, we will move
out as soon as we have completed all the necessary lease procedures for the new leases and renovation.
Our Directors do not foresee any such relocations of our ancillary facilities will have material impact
on our daily business operation. The estimated relocation costs (including changes in rent of
approximately RMB3,000 per month, one-off expenses of approximately RMB865,000 for relocation
of office equipment and renovation) for all of these leased properties are approximately RMB868,000,
and each of these relocations might take approximately three months (including searching for new
premises), which we consider to have no material impact on our business operation and financial

condition.

In order to rectify the above non-compliance, we will request the relevant lessors to obtain the
necessary titles or approvals for the relevant leased properties before the expiry of these leases. We
will relocate to other properties upon expiry of such leases if the necessary titles or approvals have
not been obtained by then. Specifically, toward the expiry of such leases, we will take steps to assess
the prospect of the lessors obtaining the necessary titles or approval and identify potential sites for
relocation if necessary. In addition, if we have acquired suitable premises in the future, we will
consider relocating to the new premises that we own. We will provide updates regarding the status of

these remedial plans in our interim and annual reports after Listing.

As of the Latest Practicable Date, we had not been subject to any material claim arising from or
in connection with any defect in our land titles or our leasehold interests in any of our leased
properties. As advised by our PRC legal advisors, Watson & Band Law Offices, save as disclosed in
this prospectus, we have obtained all of the required land use rights and building ownership
certificates for all parcels of land and the buildings on the parcels of land, respectively. We have
implemented a number of measures to enhance the effectiveness of our internal control procedures to
avoid future recurrence of the above non-compliance incidents. For details, see “Measures Adopted to

Prevent Future Non-compliances — (ii) Owned and leased properties”.
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Lending to Related Parties and Independent Third Parties

During the Track Record Period, we made several lending to related parties and independent
third parties. According to the Lending General Provisions issued by the PBOC (H'[# A R R 1T &K
i HI) (the “Lending General Provisions”), a “lender” must be a financial institution. Enterprises
engaged in lending and borrowing activities between themselves may be subject to a fine of one to five
times the income gained in violation of the Lending General Provisions. As we are not a financial
institution, our lending to related parties and independent third parties was in violation of the Lending

General Provisions.

The table below sets forth details of such lending:

Identity of borrower

Details of the loans

Reasons for the loans

Repayment status of
the loan

Jinzhou City Cemetery
Management
Department

(BRI T 23 355 2R )
(“*JCCMD”), the then
non-controlling
shareholder of
Jinzhou Maoshan
Anling and the
government authority
overseeing cemeteries
in Jinzhou City

Loans in the amount of RMB6.9
million were made by Jinzhou
Maoshan Anling to JCCMD. These

loans were non-interest bearing.

The decision to advance the loans to
JCCMD was not made by our current
management. The loans were made to
JCCMD by the then management of Jinzhou
Maoshan Anling prior to our acquisition of
Jinzhou Maoshan Anling in May 2012, and
therefore the making of such loans was not
under our control. The current management
of our Group realizes and acknowledges the
significance of legal compliance, and we
have been liaising with JCCMD for the
settlement of the loans after our acquisition
of Jinzhou Maoshan Anling.
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RMB3.4 million and
RMBI1 million of the
loans were settled in
April 2013 and
September 2013,
respectively. The
remaining loan amount
of RMB2.5 million was
fully settled in
November 2013.

Our remedial measures
have been implemented
since second quarter
2013.
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Repayment status of

Identity of borrower Details of the loans Reasons for the loans the loan
2. Jiangxi Guoding A loan agreement was entered into At that time, we, being a leading player in ~ The loans were paid off
Yuanman Co., Ltd. between us and Jiangxi Guoding in  the PRC death care services industry, were  in full in September
(L5 I 50 A 17 January 2013 pursuant to which interested in entering the Jiangxi market and 2013.
HIRAF) (“Jiangxi short-term loans in the amount of were in discussion with the local
Guoding”), an RMB38.0 million were lent by our government in Nanchang for potential Our remedial measures
independent cemetery Group. These short-term loans were  opportunities. During the process, the local ~ have been implemented
operator in Nanchang,  non-interest bearing. government introduced us to Jiangxi since second quarter
operating a cemetery Guoding, which was in financial difficulties 2013.
located in Nanchang The loans were approved by our then in 2012. We were attracted by the cemetery
covering an area of investment committee, comprising owned by Jiangxi Guoding and considered it
approximately 100 the general manager of our Group, as a target that could potentially be acquired
acres. Mr. Wang Jisheng'", the senior or consolidated by us. We provided the
deputy general manager of our short-term loans to assist Jiangxi Guoding.
Group responsible for our sales and  in an effort to establish our positive
marketing, Mr. Ge Qiansong®, the ~ corporate image and expand our branding
general manager of our Group’s influence in the local death care service
internal control department, Mr. Zhu industry in Nanchang, establish a
Quanhai®, the deputy general relationship and mutual trust with this local
manager of our Group’s internal death care services provider and explore
control department, Mr. Liu business opportunities in the Nanchang
Xinwei® and the general manager of market through possible cooperation with
our Group’s finance department, Mr.  this service provider. In addition, we
Zhang Shiyao®. considered that the financial difficulties
faced by Jiangxi Guoding might provide a
good reason for potential strategic
discussions, and becoming a creditor to
Jiangxi Guoding appeared to be an
opportunity for us then to be able to access
and start engaging with Jiangxi Guoding for
potential discussions of acquisitions in its
assets later on. Therefore, we decided to
make the loans to Jiangxi Guoding to help
ease its financial pressure. In the end, we
chose not to pursue any acquisition plan
with Jiangxi Guoding given we have found
alternative access into the Jiangxi market.
See “Land Acquisition for Cemetery
Development” above.

Notes:

(I)  For details of the qualification and experience of the general manager of our Group, see “Directors and Senior
Management”.

(2)  For details of the qualification and experience of the senior deputy general manager of our Group responsible for our
sales and marketing, see “Directors and Senior Management”.

(3)  The general manager of our Group’s internal control department has been a registered certified public accountant in the
PRC since 1994. He is also a member of the Chinese Institute of Certified Public Accountants and Shanghai City
Accounting Association. He has over 30 years of experience in financial management and more than 10 years of
experience in the internal control of companies.

(4)  The deputy general manager of our Group’s internal control department is a certified public accountant in the PRC. The
deputy general manager of our Group’s finance department was qualified as a certified internal auditor by the Institute
of Internal Auditors in November 2010. He had worked as a senior accountant, audit manager, finance manager, chief
financial officer and chief investment officer in other PRC companies, and was awarded the degree of doctor of
economics in industrial economics by the Shanghai Academy of Social Sciences in June 2009.

(5)  The general manager of our Group’s finance department joined our Group in 2009 and was given the title of chief

accountant of our Company in 2011 up to his retirement in February 2013.

229



BUSINESS

Identity of borrower

Details of the loans

Reasons for the loans

Repayment status of
the loan

In August 2010, our indirect

wholly-owned subsidiaries,

Chongging Anle Funeral Services
and Chongging Anle Services, each
entered into a working capital loan
agreement with Chongqing Yuzhong
District Zhonghan Xinye Small
Amount Credit Co., Ltd. (T BTl i

w1 R /B

(“Chongqing Zhonghan Xinye”), an
independent third party and a

ety 47 A )

financial institution which focuses

on loans for small amounts, pursuant

to which Chongging Anle Funeral

Services and Chongqing Anle

Services each borrowed RMB7.0
million from Chongqing Zhonghan

Xinye guaranteed by Zhongfu, with a

term of one year and an interest rate

of 18% per annum and renewed such

loans annually until 2012.

Chongging Anle Funeral Services
and Chongqing Anle Services each
subsequently entered into a working
capital loan agreement with Jinfu
Waitan in August 2010 which were
also renewed annually until 2012,
pursuant to which Chongqing Anle
Funeral Services and Chongqing
Anle Services each lent the same

amount to Jinfu Waitan, with
substantially the same terms

(including interest rate) as the

original set of loan agreements. Each

of Chongqing Zhonghan Xinye and
Chongging Anle Services, and
Chongging Anle Services and Jinfu
Waitan, further renewed the loans
between them in August 2012. The

balance was unsecured and repayable

on demand.

The loans were approved by our then

Investment Committee, comprising

the general manager of our Group
the senior deputy general manager of

[SD]
s

our Group responsible for our sales
and marketing®, the deputy general
manager of our Group’s internal

control department®, and the

general manager® and deputy
general manager® of our Group’s

finance department.

Back in 2010, our Group intended to
cooperate with Jinfu Waitan, a property
development company, to acquire a piece of
land for a new cemetery and develop burial
services business in Chongqing. We
cooperated with Jinfu Waitan in view of its
property development experience and
capabilities and its local relationship in
Chongging, which we believe could provide
a positive impact on the establishment of
our potential burial services business in
Chongqing and strengthen our chances of
obtaining the piece of land for the potential
cemetery. Jinfu Waitan required capital for
future business cooperation with our Group
and Chongging Zhonghan Xinye intended to
assist Jinfu Waitan in this regard. Due to
Chongging Zhonghan Xinye’s internal
restriction requiring it to make loans only to
companies in the Chongqing area, it was
unable to provide loans directly to Jinfu
Waitan, a company registered in Shanghai.
Considering Jinfu Waitan’s local relationship
in Chongqing which we believe would
enhance the prospect of our cooperation
with Jinfu Waitan in acquiring the piece of
land for our potential business operations,
we facilitated Chongqing Zhonghan Xinye
to make loans to Jinfu Waitan. We borrowed
funds from Chongqing Zhonghan Xinye and
loaned them to Jinfu Waitan at the same
interest rate. We did not derive any profit
from this arrangement. Our cooperation with
Jinfu Waitan did not materialize since we
failed to acquire the relevant land in
Chongging.

Chongqing Zhonghan Xinye, at the time
when the loan agreements were entered into,
was aware of the fact that we would on-lend
its loans to Jinfu Waitan. The subsequent
lending of the funds by Chongqing Anle
Funeral Services to Jinfu Waitan did not
violate the permitted use of the loans from
Chongging Zhonghan Xinye, since consent
for such subsequent lending had been
obtained from Chongging Zhonghan Xinye.
In addition, as advised by our PRC legal
advisors, the above back-to-back lending
and borrowing arrangements with Chongqing
Zhonghan Xinye and Jinfu Waitan did not
violate any local laws and regulations in
Chongqing.

The loans between
Chongging Zhonghan
Xinye and Chongqing
Anle Funeral Services,
and between Chongging
Anle Funeral Services
and Jinfu Waitan were
paid off in August
2012. Roughly 50% of
the loans between
Chongging Zhonghan
Xinye and Chongqing
Anle Services, and
between Chongging
Anle Services and Jinfu
Waitan were paid off in
February 2013, and the
remaining amounts
between these parties
were paid off in July
2013.

Our remedial measures
have been implemented
since second quarter
2013.

For details of the qualification and experience of the general manager of our Group, see “Directors and Senior

For details of the qualification and experience of the senior deputy general manager of our Group responsible for our
sales and marketing, see “Directors and Senior Management”.
The deputy general manager of our Group’s internal control department joined our Group in 2009 and was given the title
of chief accountant of our Company in 2011 up to his retirement in February 2013.
The general manager of our Group’s finance department is a certified public accountant of the PRC. He was hired by
Zhongfu as the deputy chief accountant, and had worked as the chief accountant, finance director and global capital
operation manager in other PRC companies.

3. Shanghai Jinfu Waitan
Properties Co., Ltd.
(L it SRR AN 2
AWZAT) (“Jinfu
Waitan”), an
independent third party

Notes:

(D

Management”.

(2

(3)

4)

(©)

The deputy general manager of our Group’s finance department is a certified public accountant of the PRC, and he had
worked as a manager and accountant in the finance departments of other PRC companies.
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Repayment status of

Identity of borrower Details of the loans Reasons for the loans the loan

4. Zhongfu, our In November 2011 and January 2012, At the time of the making of the loans, RMB30 million was
Controlling Shareholder Shanghai FSY Industry Development Zhongfu was involved in a legal proceeding paid off in August

made loans in the amount of RMB30 with China Healthcare in connection with 2012, and the

million and RMB7.9 million, the breach of the Sale and Purchase remaining RMB7.9

respectively, to Zhongfu. The Agreement in relation to the legal million was paid off in

interest for the loans were charged proceeding involving China Healthcare. We  September, 2013.

based on the annual lending interest have authorized Zhongfu to handle the legal

rate published by the PBOC of 6% proceeding on our behalf. While the legal As the loans were paid

per annum. The maximum potential ~ proceeding was ongoing, it was the intention off, we believe the

penalty is approximately RMB14.1 of Zhongfu and China Healthcare to settle chance that penalties

million which is equivalent to five the legal proceeding and Zhongfu needs to  will be imposed on us

times of the aggregate interest ensure that it has sufficient funding to is deminimis.

income. As advised by our PRC return the cash consideration paid to

legal advisors, the likelihood of our ~ Zhongfu by China Healthcare pursuant to Our remedial measures

Group being imposed such penalty is the Sale and Purchase Agreement. On that have been implemented

low. basis, we and our then shareholders since second quarter

considered that it is necessary to ensure 2013.

The loans were approved by our then Zhongfu maintains sufficient funds to satisfy

Investment Committee, comprising the legal proceeding requirement. As such,  Further, we will initiate

the general manager of our Group'"”, we decided to grant the loans to Zhongfu discussion with the

the senior deputy general manager of and consents were given by all our then Shanghai branch of

our Group responsible for our sales  shareholders. The loans to Zhongfu during PBOC before Listing

and marketing'®, the deputy general  the Track Record Period did not constitute  on whether they will

manager of our Group’s internal financial assistance to Zhongfu. impose a penalty on us

control department®, and the with regard to this

general manager® and deputy non-compliance

general manager® of our Group’s incident. We will

finance department. provide updates on the
discussion results in
our interim and annual
reports after Listing.

Notes:

(I)  For details of the qualification and experience of the general manager of our Group, see “Directors and Senior
Management”.

(2)  For details of the qualification and experience of the senior deputy general manager of our Group responsible for our
sales and marketing, see “Directors and Senior Management”.

(3)  The deputy general manager of our Group’s internal control department joined our Group in 2009 and was given the title
of chief accountant of our Company in 2011 up to his retirement in February 2013.

(4)  The general manager of our Group’s finance department is a certified public accountant of the PRC. He was hired by
Zhongfu as the deputy chief accountant, and had worked as the chief accountant, finance director and global capital
operation manager in other PRC companies.

(5)  The deputy general manager of our Group’s finance department is a certified public accountant of the PRC, and he had

worked as a manager and accountant in the finance departments of other PRC companies.

Since we have already rectified the above non-compliance in relation to lending to related parties

and independent third parties by paying off all the loans, our PRC advisors have advised us that the

risk that a fine or other potential liabilities will be imposed on us is negligible. We have implemented

a number of internal control procedures to prevent recurrence of the above non-compliance incidents.

For details, see

113

— Measures Adopted to Prevent Future Non-compliance — (iv) Future lending to

third parties and future borrowing” and “Measures Adopted to Prevent Future Non-compliance — (v)

Future business/asset acquisitions” below. Except for the loans described above, all loans disclosed in

this prospectus to which our Group is a party are in compliance with the Lending General Provisions.
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Our Directors, as advised by our PRC legal advisors, Watson & Band Law Offices, confirm that
as at the Latest Practicable Date, our Group was in compliance with all relevant PRC laws and
regulations in all material respects and had obtained all material permits and licenses required for the
Group’s operation in the PRC.

The maximum aggregated amount of potential penalties for all the non-compliances set out above
is estimated to be approximately RMB15.67 million.

Measures Adopted to Prevent Future Non-compliance

Our Directors confirmed that they had no intention to breach any applicable laws at the time
when the above non-compliance incidents occurred. The non-compliance incidents were caused by our
Directors’ lack of awareness of the requirements under the applicable laws. Our Directors took each
incident seriously and are committed to put in place enhanced measures to prevent no similar incidents
would occur going forward. In addition, our Directors have attended two training sessions in 2013 to
strengthen their knowledge on, among others, the Listing Rules. We have put in place at the Group
level, in addition to those measures set out in the “Internal Control” subsection above, the following
measures to prevent future non-compliance:

° at the Group level, the key member of our legal department comprises of an experienced
PRC qualified lawyer, Mr. Yu Haigang, who joined us in October 2013 as our Group’s
in-house counsel and headed the Group’s legal department. He is a PRC qualified lawyer
with more than 10 years PRC legal experience and has worked at a number of PRC
enterprises as in-house legal counsel responsible for legal and compliance matters. His role
is to oversee the legal and compliance matters of our Group. Our Group’s legal department
reports directly to the compliance committee of the Company, which comprised all
independent non-executive Directors. Mr. Yu will work closely with the internal control
department of our Group to provide recommendation to ensure that potential breach of
applicable law or non-compliance issues can be effectively prevented, detected and tackled
at the outset. Our Directors believe that the engagement of an in-house legal counsel and
having him reporting directly to the Board could help ensure our Group’s compliance with
all applicable PRC laws and regulations going forward;

° we have appointed, Ms. Wu Jianwei as our independent non-executive Director, who has
extensive PRC law experience. Ms. Wu was appointed as the judge of the Supreme People’s
Court (fourth-level senior judge) by the Standing Committee of the National People’s
Congress and is a qualified PRC lawyer with more than 15 years PRC legal experience. Ms.
Wu was an executive general manager of the general manager office and the compliance
department, the chief compliance officer and an executive general manager of CITIC
Securities Co., Ltd. from July 2006 to November 2009, November 2009 to June 2012, and
June 2012 to May 2013, respectively. Ms. Wu is also the chairman of the compliance
committee of our Board. Our Directors believe that the appointment of Ms. Wu would
enhance the legal and compliance awareness of our Board and her extensive PRC legal
experience could assist in the monitoring of the Group’s legal and compliance aspects. For
further details of Ms. Wu’s biography, see “Directors and Senior Management” section of
this prospectus;
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we have established a compliance committee of our Board which comprises all the
independent non-executive Directors. Our compliance committee is responsible for
reviewing the legal and compliance aspects of our Group to ensure that our Group is in
compliance with all applicable laws and regulations. The compliance committee is
authorized to consult external legal counsel at the cost of our Group. All material findings
by the compliance committee will be disclosed in the annual and interim reports of our
Company after Listing;

we have established a new investment committee which comprises six members, namely,
the general manager of our Group, the senior deputy general manager of our Group
responsible for our sales and marketing, senior deputy general manager and joint company
secretary, the chief financial officer of our Group, the in-house PRC legal counsel of our
Group, and the deputy general manager of our Group’s planning and financial management
center. Our Directors believe that the inclusion of our Group’s in-house PRC counsel and
chief financial officer could enhance the legal and internal control awareness of the
investment committee and could effectively prevent recurrence of non-compliance
incidents, such as lending to third party, going forward;

we will retain PRC legal advisors to review and advise on our Group’s regulatory
compliance in respect of relevant PRC laws and regulations, including changes to such laws
and regulations, which may affect our Group’s business operations and internal control
measures in the PRC;

we will retain Hong Kong legal advisers to review and advise on our Group’s regulatory
compliance in respect of relevant Hong Kong laws and regulations; and

we have engaged Shenyin Wanguo Capital (H.K.) Limited as our compliance advisor to
advise our Directors and management team on matters and compliance relating to the
Listing Rules. The term of appointment of the compliance advisor shall commence on the
Listing Date and end on the date of despatch of the Group’s annual report in respect of its
financial results for the first full financial year commencing after the Listing Date.

Our Directors acknowledged that the internal control system of our Group at the time the

non-compliances occurred were inadequate and they believe that an effective internal control system

is the key to prevent future non-compliances. We have put in place specific internal control measures

to prevent recurrence of similar non-compliance incidents in the future, and they are as follows:

(i) Cash management

At the Group level:

(a)

we are in the process of setting up a cash pooling system via a central bank account, which
is expected to be in place by the end of 2013. We will assign dedicated finance personnel
to manage and control the central bank account; and such finance personnel will report to
chief financial officer of our Group on a weekly basis. Upon the establishment of the
central bank account, all cash from the subsidiaries will be pooled together into the central
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(b)

(c)

(e)

bank account, and all lending/borrowing activities will be managed and monitored by our
Group. It will enable our Group to monitor the cash flow of each subsidiary’s bank
accounts, and to allocate funding among the subsidiaries by our Group. Our Directors
considered that it is a more efficient way for the finance department at the Group level to
monitor cash flow of our Group as a whole and allow the finance department at the Group
level to have sufficient access and control of the transactions/movements of funds at each
subsidiary. Our Directors believe that this centralized system, together with those internal
control measures described above, should be able to effectively avoid misappropriation of
funds going forward;

to detect and prevent our Group’s bank accounts from being used for illicit purposes, only
finance personnel delegated by our Group can access the bank accounts. The finance
department at the subsidiary level is required to submit detailed weekly report to the chief
financial officer of the Group. The weekly report will provide a cash flow update of the
subsidiary during the relevant period. The finance department at the Group level will
cross-check the balance in the weekly report against the balance of the subsidiary’s bank
account to ensure that they reconcile each other;

all transactions/movements of money exceeding RMB500,000 must be approved by the
Group’s Planning and Financial Management Center. For those transactions/movements
which are below RMB500,000, our Group will monitor the bank account of each subsidiary
and cross-check against the annual budget and monthly budget of such subsidiary
determined by our Group’s Planning and Financial Management Center at the start of each
financial year. Each subsidiary will operate according to its annual budget and monthly
budget. The finance department at the Group level will review the weekly report submitted
by the finance department of each subsidiary. In the event that a subsidiary exceeded its
annual and/or monthly budgets, the finance department of the Group will conduct an
internal review of the fund activities of such subsidiary to investigate the underlying
reasons for exceeding its annual/monthly budgets and to ensure transactions are genuinely
made with proper written record and are for the benefit of our Group. If the finance
department of the Group considers any of such transactions are questionable, it will report
to our Group’s internal control department for further review and checking; and

the chief financial officer of the Group will oversee the implementation of the internal
control in relation to the Group’s cash management process. Our audit committee, which
comprised independent non-executive Directors, will monitor and assess the effectiveness
of the internal control measures implemented by us on a regular basis to prevent recurrence
of similar non-compliance incidents.

At the subsidiary level:

(a)

we have adopted a cash management and delivery system at each of its cemeteries and
funeral facilities to provide for authorization and approval from relevant duty managers for
movements in cash (including cash receipts and payments), control over cash deposits
(including management of cash deposits with banks and online banking management) and
capital management of our Group;
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(b)

(c)

at each of our cemeteries and funeral facilities, we have designated duty managers and sales
personnel to be responsible for ensuring that each day’s sales in cash are properly deposited
in a safe located at the cemeteries and funeral facilities after the close of business each day,
and cash receipts (after reaching a predetermined amount and after a reasonable reserve
amount has been deducted) are delivered by a designated manager from our Group’s finance
department to the bank for deposit into our Group’s bank account (and our Group’s central
bank account after it has been set up by the end of 2013). This process is overseen by a local
resident supervisor, who reports directly to the finance department at the Group level; and

once sale is confirmed, the sales personnel at each cemetery and funeral facility must report
to the general manager of sales at the relevant subsidiary. Such general manager will review
and approve the sale and submit an approval form to the finance department at the relevant
subsidiary. Upon approval by the finance department, it will direct designated finance
personnel at the cemetery and funeral facility to collect cash from the customers. Sales
personnel are not authorized to collect cash. Once the cash is collected by the designated
finance personnel, it will be recorded in the account ledgers of the subsidiary and receipt
will be issued to the customers. The purpose of adopting such a system is to delineate the
functions of sales and finance and to establish a check and balance between the two to
ensure that there is no misappropriation of cash, and sales are properly recorded. The entire
process is conducted and tracked through our Group’s centralized computer system.

(ii) Failure to submit statements and registration forms to relevant environmental bureaus

(a)

(b)

(c)

the Group’s legal department is responsible for preparing a list of legal requirements which
need to be complied with and the required documentations which need to be submitted to
the relevant government authorities for approvals prior to commencement of any
constructions;

our Group’s legal and internal control departments are responsible for monitoring the
overall process, and Mr. Yu Haigang, our in-house PRC counsel and Mr. Luk Wai Keung,
our chief financial officer and head of our internal control department, will oversee the
implementation of these remedial measures. See “Measures Adopted to prevent Future
Non-Compliance” in this section above for details of Mr. Yu’s qualification and experience,
and “Directors and Senior Management” section for details of Mr. Luk’s experience and
qualification; and

constructions can only be commenced with the sign-off by our Group’s legal and internal
control departments that all legal requirements have been complied with.

(iii) Owned and leased properties

(a)

our Group’s legal and internal control departments is responsible for preparing a list of
required constructions permits, construction work planning permits and building ownership
certificates which need to be obtained from the relevant government authorities and the
personnel of the engineering department must proceed to obtain the required permits and
certificates set out in the list before commencing construction;
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(b)

(c)

(d)

(e)

the responsible personnel in the engineering department reports to our Group’s legal and

internal control departments regarding application progress and status on a regular basis;

when the required constructions permits, construction work planning permits and building
ownership certificates are obtained by the engineering department, responsible personnel
will send a copy of the permits/certificates to our Group’s legal and internal control
departments to cross check against the list of required constructions permits, construction
work planning permits and building ownership certificates to ensure that all required

approvals are indeed obtained;

prior to completion of any acquisition of properties or acquisition of a company which owns
properties, our Group’s legal department would perform due diligence to evaluate whether
all necessary certificates/permits relating to the properties have been obtained. If certain
certificates/permits have not been obtained, our Group will request the vendor to obtain
such certificates/permits prior to completion. If our Group’s legal department considered
that the rectification can be easily carried out within a short period of time and our Group
considered that the properties in questions are not material to our Group’s business
operation, our Group may proceed with completion. Our Group’s legal department will be
responsible for obtaining the outstanding certificates/permits and report to the Group’s
legal and internal control departments regarding the applications progress on a regular

basis; and

our Group’s legal and internal control departments will perform due diligence to ensure that
all relevant registration approvals and title documents are in place before entering into new
leases. If certain approvals or title documents have not been obtained, our Group will
request the potential lessor to obtain such approvals or title documents prior to entering into
of the lease. The Group will not enter into a lease unless it is satisfied that all required

approvals and title documents have been obtained by the potential lessor.

(iv) Future lending to third parties and future borrowing

At the Group level:

(a)

(b)

we have adopted an internal policy, which prohibits all lending to third parties outside the
Group, including Controlling Shareholders, by any members of our Group at any amount.

Our Board will not approve any lending to third party going forward;

to ensure that such policy can be duly implemented, at the subsidiary level, we have
adopted a stringent internal control and financial reporting system. We have implemented
a fund management system, pursuant to which any subsidiary in need of funds is required
to make an application for borrowing to the Planning and Financial Management Center
(R #1155 BP0 at the Group level for review and approval prior to any borrowing, and

such application will need to be counter-approved by our Group’s general manager;
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(c)

(d)

(e)

(f)

the finance department at the Group level will monitor the fund flow of each subsidiary on
a weekly basis by reviewing the reports submitted by the finance department of each
subsidiary and cross-check the balance set out in the weekly report against the balance at
the relevant bank account. This could help identify any suspicious or non-approved lending
and borrowing transactions, in particular, any large amount of money going out to third

party;

we provide regular trainings in respect of our funding system, borrowing procedures and
policies, and lending policies to third parties to all finance staff at the Group and subsidiary
levels on a regular basis to ensure that, among other things, no lending to third party will
occur again going forward;

our internal audit department also participates in the review of our borrowing and lending
activities on a regular basis. Our internal audit department is responsible for review of our
Group’s financial, operational, and related activities. The internal audit department reports
to the audit committee of the Board. We have also implemented an internal audit
management system to guide relevant work relating to internal audit; and

our audit committee will monitor and assess the effectiveness of the internal control
measures implemented by our Company on a regular basis to prevent recurrence of similar
non-compliance incidents and our compliance committee will review to ensure compliance
of applicable laws.

At the subsidiary level:

(a)

(b)

to ensure that no personnel can borrow money from third party without authorization, our
Company has adopted a stringent system in executing legal documents. Any subsidiary
which requires borrowing from third party will need to prepare a report setting out detailed
reasons for the borrowing, its usages and related budgets, and submit the report with the
subsidiary’s own company chop and it’s general manager’s approval to the finance
department at the Group level for review and approval. Once approved, the finance
department at the Group level will submit such borrowing application to the Group’s
general manager for further review and approval. Any borrowing approved by the Group’s
general manager will be further submitted to our Board for consideration and final
approval. With our Board’s approval, the finance department at the Group level will enter
into loan agreements (with the company chop at the Group level affixed) with the third
party for the purpose of borrowing the funds, and thereafter remit the funds to the relevant
subsidiary; and

any subsidiary with borrowed funds is required to prepare weekly fund utilization reports,
so that we will be able to monitor the usage of borrowed funds by such subsidiary on a
weekly basis at the Group level and ensure any borrowing activities are in compliance with
the relevant regulations. We also require our subsidiaries to submit reports to confirm that
no lending is made to third parties outside our Group. The finance department at the Group
level will review the fund flows of each subsidiary on a monthly basis to ensure that there
is no lending to any third parties.
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(v) Future business/asset acquisitions

(a) when a potential business/asset acquisition is identified, detailed report must be submitted
to the investment committee of our Group for review and assessment. The investment
committee will assess the potential business/asset acquisition based on various factors
including, but not limited to, the anticipated economic benefits to our Group, the financial
situation of the target, the financial condition of our Group, whether the investment itself
or the target business or asset has complied with all applicable laws, and the strategic
rationale for the acquisition. The investment committee will put forward to our Board those
potential business/asset acquisition which the investment committee considered worth
pursuing. All investments must be approved by our Board;

(b) our Directors acknowledged that thorough legal due diligence was not conducted when we
acquired Jinzhou Maoshan Anling, which resulted in non-compliance with the relevant PRC
law. In order to avoid similar incidents from recurring, we have increased the number of
representatives of our investment committee to six members to include our Group’s
in-house PRC legal counsel, Mr. Yu Haigang. The purpose of such inclusion is to enhance
the legal and compliance awareness of the investment committee and assess the legal risk
of the potential acquisition. Furthermore, the in-house PRC legal counsel will be
responsible in the legal due diligence exercise of potential investment to ensure compliance
with all applicable law; and

(c) our chief financial officer, Mr. Luk Wai Keung, has replaced the then deputy general
manager of the internal control department as a member of the investment committee since
Mr. Luk is now heading the internal control department. Our Directors believe that the
composition the investment committee could offer much needed knowledge and experience
in PRC law and internal control among members of the investment committee and could
prevent legal non-compliance going forward and ensure that the internal procedures for
approval of future business/asset acquisition are strictly adhered to.

We will further disclose and update the progress of rectification of the above non-compliance
incidents in the forthcoming interim and annual reports.

In view of the above measures, our Directors are of the view that the Group’s internal control
is adequate and sufficient under the Listing Rules to prevent the occurrence of the above
non-compliances in the future. Having (i) considered the above measures; (ii) reviewed the internal
control procedures prepared by the Company and the relevant supporting documents collected from
the Company; (iii) discussed with the management of the Group on the findings and recommendations
concerning the internal control system of the Group by an independent internal control consultant
engaged by the Company; (iv) taken into account the training session provided to our Directors by the
legal advisors to the Company on legal compliance and the fact that our Directors have confirmed that
they had no intention to breach the relevant law at the time when the historical non-compliance
incidents occurred; (v) taken into consideration that the Company will continue to retain PRC and
Hong Kong legal advisors to provide professional assistance to the Group on regulatory compliance
matters and trainings to our Directors after Listing and our Directors are committed to rectify these
non-compliances and implement the enhanced internal control measures; (vi) the non-compliances
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were inadvertent and results of our Directors’ lack of awareness of the requirement under the
applicable laws; (vii) none of the non-compliance incidents have any material operational and
financial impact on our Group’s principal business operation; and (viii) our Directors have signed
confirmation letters to the Sole Sponsor stating that their understanding of their obligations and duties
under the Listing Rules, nothing has come to the attention of the Sole Sponsor that would cause it to
believe that the Group’s internal control is inadequate and insufficient under the Listing Rules to
prevent the occurrence of the above non-compliance in the future and the Sole Sponsor is of the view
that our Directors collectively have the experience, qualifications and competence under Rules 3.08
and 3.09 of the Listing Rules to manage the Company’s business and comply with the Listing Rules.
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BOARD OF DIRECTORS

Our Board consists of ten Directors, including three executive Directors, three non-executive
Directors and four independent non-executive Directors. Our Board has the general powers and duties
for the management and conduct of our business. The table below sets forth information regarding our

current Directors:

Date of
appointment Roles and
Name Age Position as Director responsibilities
Bai Xiaojiang (FAMBVT). ... 55 Chairman and executive January 5, 2012 Overall strategic
Director planning and business
development
Tan Leon Li-an (#K¥%) .. 48 Vice-chairman and executive January 5, 2012 Overall strategic
Director planning and business
development
Wang Jisheng (£7F4). ... 60 Executive Director and January 30, 2013 Overall management,
general manager of our business operation,
Group strategic planning and
business development
Lin Hung Ming (#R7 %) 57 Non-executive Director January 30, 2013 As a non-executive
(also known as Lin Hon Director
Min). . .............
Lu Hesheng (FE#&4:). . . .. 63 Non-executive Director January 30, 2013 As a non-executive
Director
Huang James Chih-Cheng.. 55 Non-executive Director December 3, As a non-executive
2013 Director
Chen Qunlin (BEff#) . ... 67 Independent non-executive December 3, As an independent
Director 2013 non-executive Director
Luo Zhuping (ZE#L°F) . ... 61 Independent non-executive  December 3, As an independent
Director 2013 non-executive Director
Ho Man (filf) ......... 44  Independent non-executive = December 3, As an independent
Director 2013 non-executive Director
Wu Jianwei (S#E) ... .. 57 Independent non-executive December 3, As an independent
Director 2013 non-executive Director

Executive Directors

Mr. Bai Xiaojiang (H H;*%‘?I), age 55, is our chairman and executive Director. Mr. Bai is
responsible for the overall strategic planning and business development of our Group. Mr. Bai has
been the chairman of Shanghai FSY Industry Development since 1996. He has also been the president
and chairman of Zhongfu since 1996. Mr. Bai is the director of each of Zhongfu, Shanghai Zhongfu
and Shanghai FSY Industry Development. Mr. Bai has been a director of Chief Union since December
2011, and is also a director of Fulechuan. He acted as one of the promoters of each of NGO 1 and NGO
2. Mr. Bai has more than 17 years of experience in the death care services industry in the PRC and
has served our Group for 17 years. Mr. Bai had recognized accomplishments through his holding of
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senior engineering and business positions in the PRC, such as his senior role in the construction of
the LuPu bridge in Shanghai. Mr. Bai is also a member of the 6th, 7th and 8th central committee of
the China Democratic National Construction Association (FF B < F 7B € ) and a member of the 8th,
9th and 10th Chinese People’s Political Consultative Conference, Shanghai. Mr. Bai has also been vice
president of the Shanghai Federation of Industry and Commerce since November 2013.

Mr. Bai served as a general manager in China Welfare Enterprise (Huadong) Company
(H 3 4 1| £ £ #E BN A, the predecessor of Zhongfu, during the period from 1990 to 1995. Mr. Bai
was a technician, manager of the technology department, assistant to general manager and vice general
manager of China Kanghua Industrial Co., Ltd. ("' F#EHE G A ), the predecessor of China
Welfare Enterprise (Huadong) Company (' [B4& F| 3% 5/ A]), between 1987 and 1990. Mr. Bai
was awarded a bachelor’s degree in computer science by the Shanghai Second Polytechnic University
in 1986.

Mr. Tan Leon Li-an (i# %), age 48, is our vice-chairman and executive Director. Mr. Tan is
responsible for the overall strategic planning and business development of our Group. Mr. Tan has
been the vice chairman of Shanghai FSY Industry Development since December 2006, the director of
Hefei Dashushan Co since December 2006 and the vice chairman of Chongqing FSY since May 2011.
Mr. Tan has been a director of FSG Holding since December 2011.

Prior to joining our Group, Mr. Tan had served as the director and the chief operation officer of
the Paper Packaging Division of Pacific Millennium Group ([ [ % £ [#]) since he joined the group
in 1989. He also served as the chief executive officer of a joint venture company jointly owned by
Pacific Millennium Group and International Paper Company between March 2001 and July 2005.

Mr. Tan graduated from University of California, Berkeley with a bachelor’s degree in physical
sciences in August 1986 and received a master’s degree business administration from University of
Southern California in August 1987.

Mr. Tan is the relative of Mr. Tan Li Kang, our senior deputy general manager of projects
development.

Mr. Wang Jisheng (T 514), age 60, is our executive Director and the general manager of our
Group. Mr. Wang is responsible for the overall management and business operation and strategic
planning and business development of our Group. Mr. Wang has been the managing director of
Shanghai FSY Industry Development since 1996. He is an executive director of Chongqing Anle
Services, Chongqing Anle Funeral Services and Shandong FSY Development. He is also president of
Shanghai FSY Corporate Management Consultancy. He acted as one of the promoters of NGO 2. Mr.
Wang has more than 17 years of experience in the death care services industry in the PRC and has
served our Group for more than 17 years.

Mr. Wang has been a lecturer of courses organized by China Funeral Association for the senior
management of cemeteries since 1999. Prior to that he was appointed the deputy general manager of
Zhongfu in 1991. Mr. Wang worked as a teacher in the Shanghai Institute of Foreign Trade between
1980 and 1991. Mr. Wang was a teacher and counselor at local schools in Jiging, Anhui between 1971
and 1980.
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Mr. Wang is a renowned figure in the PRC death care services industry. Mr. Wang is an executive
council member of the China Funeral Association and the head of the Cemetery Committee of China
Funeral Association. Mr. Wang has completed the Senior Executive Program organized by the Faculty
of Business Administration of the National University of Singapore in November 2001 and the China
CEO Management Innovation Executive Program organized by Shanghai Jiaotong University in
August 2004.

Non-executive Directors

Mr. Lin Hung Ming (#k%$%) (also known as Lin Hon Min), age 57, is our non-executive
Director. Mr. Lin currently serves as a director of Shanghai FSY Industry Development, and has been
a director of FSG Holding since June 2012. He has more than 19 years of experience in the death care

services industry in the PRC.

Mr. Lin is also chairman of Taipei Trading Co., Ltd. since January 2009, executive member of
the Importers and Exporters Association of Taipei since June 1997, vice chairman of Fortune Motors
Co., Ltd. since June 2005, director of Mizuno (Taiwan) Co., Ltd. since April 1992, supervisor of
G-Chou Enterprise Co., Ltd. since May 1990, director of Ruiji Investment Co., Ltd. (B FE % G A
FRZNF]) since May 1990, director of Kao (Taiwan) Co., Ltd. since April 2004, director of Guozhu
Rubber Co., Ltd. (E’f%ﬂgﬂifﬁa\ﬁﬁﬁ/z}ﬁj) since May 1990, chairman of Taiwan Aichi Instruments
Technology Co., Ltd. (& HE MR KM A R A) since October 2010, and supervisor of The
Great Taipei Gas Corporation (TAIEX code: 9908) since June 1998.

Mr. Lin graduated with a bachelor’s degree in engineering from the National Taiwan University
in June 1978. He also obtained a master’s degree in business administration and a master’s degree of
science in business administration (quasi-doctoral) from the University of Southern California in June

1980 and June 1981, respectively.

Mr. Lu Hesheng (F£%84:), age 63, is our non-executive Director. Mr. Lu is a senior engineer.

He has more than 28 years of experience in the death care services industry in the PRC.

Since 2001, he serves as the director and general manager of Shanghai Nam Kwong
Petro-Chemical Co., Ltd. Between 1991 and 2001, he was general manager of Zhongfu, chairman and
general manager of China Zhongfu Petrochemical Industry Co., Ltd.* ( b8 48 4 il fb TEEARA
F]), and vice chairman and general manager of Shanghai Zhongfu International Trading Co., Ltd.
From 1986 to 1990, he was general manager of Shanghai Exhibition Centre Co., Ltd.* (i &%
TNYR /ASTDE

From 1973 to 1985, Mr. Lu worked at the science and technology division, the information data
department and the equipment supply department of Shanghai Petrochemical Company Ltd., and held

the positions of a deputy secretary and the secretary to the Party Committee.

Mr. Lu graduated from Shanghai University of Engineering Science with a higher certificate in
sales and exhibition in June 1990.
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Mr. Huang James Chih-Cheng, age 55, is our non-executive Director. Mr. Huang has been the
Chief Financial Officer of Big Earth Publishing, Boulder, Colorado, since 2011. Prior to that, Mr.
Huang served as a member of the senior management of Pacific Millennium Holding Corporation from
1987 to 2011 such as Regional General Manager of Pacific Millennium (U.S.) Corporation from 2007
to 2011; General Manager of Pacific Millennium Asia Corp Communication Co Ltd, Shanghai from
2003 to 2006; Senior Vice President and General Manager of Pacific Millennium Co Ltd from 1990
to 1995; Operations Manager of Pacific Millennium Co Ltd, U.S.A. from 1987 to 1990; Regional
General Manager of International Paper Pacific Millennium Co Ltd’s for South East Asia region from
2002 to 2003; Chief Financial Officer of International Paper Pacific Millennium Co Ltd’s from 2001
to 2002; and Chief Financial Officer of Pacific Millennium Paper Group from 1999 to 2001. Prior to
joining Pacific Millennium, Mr. Huang served as Corporate Accounting Manager at Electronic Data
Systems in Dallas, Texas, from 1984 to 1987. He had also served as President of Energy System
International, Beijing from 2003 to 2006; Member of the Board between 1994 and 2000 and
subsequently elected as Chairman of the Board between 1999 and 2000 for Millennium Bank, San
Francisco, California.

Mr. Huang graduated from McMaster University in Canada with a Bachelor’s Degree in
Economics in May 1982. He also completed an advanced management program sponsored by the
Wharton School of Business at the University of Pennsylvania (U.S.A.) in March 1999. Mr. Huang has
been a qualified certified public accountant in Texas (U.S.A.) since January 1989. Mr. Huang is
currently not a practicing CPA.

Independent non-executive Directors

Mr. Chen Qunlin (FE#EHK), age 67, is our independent non-executive Director. Mr. Chen has
been the president of China Funeral Association ("1 [B¥&%E 7 &) since 2004 and was the president of
International Federation of Thanatologist Association (1= B%Wﬁ?‘?%@) from 2008 to 2010. Before that,
Mr. Chen served as the director general of the Social Welfare and Social Affairs Department of the
MCA (R EHE AL & 45 Al F 4L € 75 7)) from 2001 to 2004 and the director of China Welfare Lottery
Issuing Centre (" E4% % 225177 .0) from 1992 to 2001. Mr. Chen also served as the president of
China Communications Press (AR 324 H Wikt) from 1991 to 1992, secretary general of the Political
Reform Research Office of the Chinese Communist Party Central Committee (93t s S EIG B 50 =)
from 1987 to 1990, secretary of the General Office and Deputy secretary general of the Party
Committee of Guizhou Province (F13& & M & #E/BE) from 1976 to 1986. Before that, Mr. Chen also
worked at the Commune and County Party Committee of Sinan County, Guizhou Province

(EINE BN - B2E T/F) from 1970 to 1976.

Mr. Chen graduated from the Beijing Broadcasting Institute (4t #% 22 (%, now known as the
Communication University of China H1 Bl # K £) majoring in journalism in July 1969.

Mr. Luo Zhuping (ZEHL-T), age 61, is our independent non-executive Director. Mr. Luo has held
various positions in China Eastern Airlines ("' 5 J7 fii 2% /A 7]) since 1988. He served as the deputy
chief and then chief of the enterprise management department of China Eastern Airlines from 1992 to
1997 and the deputy head of the share system office from 1993 to 1996. Mr. Luo served as the board
secretary of China Eastern Airlines Corporation Limited (HKSE stock code: 670) for 15 years from
December 1996 to April 2012. He became a Director of the China Eastern Airlines Corporation
Limited from June 2004 to June 2013.
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Mr. Luo graduated from the Faculty of Philosophy of Anhui Labor University (& #%5 8 K £) in
August 1979 and the Faculty of Law of Anhui University (Z#{K%£:) in July 1986. Mr. Luo later
received a Master degree from the Economics Department of Eastern China Normal University
(3 HUAT 41 K 2) majoring in global economics in April 1994. In September 1998, he participated in an
Executive Study Tour organized in the U.S. by the State Economic and Trade Commission
(Bl X 4898 % Z B &) and Morgan Stanley. He also completed a CEIBS-Wharton Joint Program in
Corporate Governance and Board of Directors in August 2008. Mr. Luo holds an independent director
certificate issued by the Shanghai Stock Exchange in April 2012 and a corporate governance
certificate issued by the Hong Kong Institute of Directors in November 2004.

Mr. Ho Man ({780, age 44, is our independent non-executive Director. Mr. Ho has been an
executive partner representative of a Chengdu-based private equity investment fund since December
2011. Prior to that, Mr. Ho was a managing director and head of China growth and expansion capital
of CLSA Capital Partners which he worked for during August 1997 to October 2009. Mr. Ho was the
independent non-executive director and member of the audit committee of SCUD Group Limited
(HKSE stock code: 1399) and Shanghai Tonva Petrochemical Co., Ltd. (HKSE stock code: 1103) from
December 2006 to October 2009 and from September 2008 to October 2009, respectively. Mr. Ho has
been the independent non-executive director, chairman of the audit committee and a member of the
remuneration committee and nomination committee of Fantasia Holdings Group Co., Ltd. (HKSE
stock code: 1777) since October 2009. Mr. Ho has over 15 years of working experience in private

equity investment and finance.

Mr. Ho was awarded an EMBA degree from Tsinghua University and a master’s degree in finance
from the London Business School. He is also a Chartered Financial Analyst charterholder and a
Certified Public Accountant.

Ms. Wu Jianwei (R#Z1{&), age 57, is our independent non-executive Director. Ms. Wu is also
chairperson of our compliance committee and is responsible for overseeing our Group’s compliance
aspects. She has been an arbitrator of the Beijing Arbitration Commission, Shanghai Arbitration
Commission and Shenzhen Arbitration Commission since July 2001, June 2004 and June 2009,

respectively. She has obtained a PRC lawyer qualification since November 1998.

Prior to joining our Group as Director, she was executive general manager of CITIC Securities
Company Limited (stock code: SSE: 600030, SEHK: 6030) between July 2006 and September 2009,
and July 2012 and April 2013. She was head of compliance at CITIC Securities Company Limited
between November 2009 and June 2012. She was deputy general manager of the general office of
China Life Reinsurance Company Ltd. ("B A7 R By A FR2A 7)) between October 2004 and
March 2005. She was deputy editor-in-chief of China Law magazine (H'[E %) between July 1997
and July 2004. She was deputy office general manager of Huatai Insurance Company of China
(FERRBE A7) between October 1996 and June 1997, responsible for legal affairs. She was a clerk,
assistant judge and senior judge at the Civil Tribunal of the Supreme People’s Court of the PRC
between February 1982 and October 1996.
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Ms. Wu has also been an independent director of a number of companies in China. She was
Independent director of Lianyungang Ideal Group Co., Ltd. (% 2% U7 4 E A B2 7)) between
June 2002 and May 2009. She was an independent director of Huadong Medicine Co., Ltd. (&
I A PR A 7] between June 2003 and May 2009. She was also an independent director of Sanjiu
Medical and Pharmaceutical Co., Ltd. (= JL%& 8£ /i {7 A FR 2 7)) between April 2005 and April 2008.

Ms. Wu was awarded a bachelor’s degree in law by the Jilin University in April 1982. She was
awarded a master’s degree in civil and commercial laws by Renmin University of China in January
1994. Ms. Wu also received training for independent directors from the China Securities Regulatory

Commission in April 2002.

Save as disclosed above, each of our Directors has confirmed that he or she has not held any
other directorships in listed companies during the three years immediately prior to the date of this
prospectus and that there is no other information in respect of our Directors to be disclosed pursuant
to Rule 13.51(2) of the Listing Rules and there is no other matter that needs to be brought to the
attention to our Shareholders.

SENIOR MANAGEMENT

The following table sets forth certain information relating to our senior management:

Name Age Position

Wang Jisheng (FE7HE). . ... 60 General manager of our Group and an executive Director

Ge Qiansong (& T#) ... .. 65 Deputy general manager of strategic planning and
development

Yi Hua (fFF3E) ... ... ... 45 Deputy general manager of public relations, cultural branding
development and human resources

Tan Li Kang (GRELSFE) ... .. 50 Deputy general manager of projects development

Wu Yibo (S8ARU) ... ... .. 42 Deputy general manager of sales and marketing and corporate
planning

Xu Yong (F&5H) ......... 55 Deputy general manager of our Engineering, Greenery,

Construction and Management

Zhao Yu (#EF) .......... 37 Deputy general manager of Listing matters and Board
secretary affairs, and joint company secretary

Li Heguo (Z=HIE). ... .. .. 48 Deputy General Manager of strategic development, planning
and execution, major projects and acquisitions

Luk Wai Keung (FEf%3) .. 49 Chief Financial Officer

Mr. Wang Jisheng (T #t4) is an executive Director and the general manager of our Group. For

Mr. Wang’s biography, see “Executive Directors” above.
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Mr. Ge Qiansong (& T-#2), age 65, is our deputy general manager responsible for our strategic
planning and development. He has been deputy general manager and secretary of the board of directors
of Shanghai FSY Industry Development since 1995. He was also the managing director of Henan FSY
Industry Co., Ltd. between 2009 and 2012 and Chongqing Anle Services Co., Ltd. between 2002 and
2012. Mr. Ge has nearly 40 years of experience in the funeral service industry and has been in service
with our Group for about 18 years.

Mr. Ge worked for the Funeral Management Office of the Shanghai Civil Affairs Bureau from
January 1977 to March 1992 as the deputy director and director of Shanghai Longhua Funeral House.
From 1991 to 1993, Mr. Ge served in Xiao Ao (Japan) Co., Ltd. (H REEFLNH]), a company
principally engaged in the provision of floral services, as a deputy general manager. He was employed
as the general manager of Shimazaki Co., Ltd. (H A& iR & 4t) from 1993 to 1995. Mr. Ge has
been the vice chairman of the Technology and Cultural Committee of the China Funeral Association

since May 1995 and chairman of the same committee since 2012.

Mr. Ge graduated with a diploma in politics from the Shanghai Normal University in July 1986.
Mr. Ge has completed the China CEO Management Innovation Executive Program organized by
Shanghai Jiaotong University in January 2005 and the continuous educational courses organized by
Tsinghua University in January 2008.

Ms. Yi Hua (#3£), age 45, is our deputy general manager and is responsible for our public
relations, cultural branding development and human resources. She has been employed by Shanghai
FSY Industry Development since 1996 and has been its deputy general manager since 2006. Ms. Yi
has more than 17 years of experience in the death care services industry in the PRC and has been in

service with our Group for approximately 17 years.

Prior to joining our Group, she was the manager of the public relations department of Hong Kong
Tianhe Clothing Company Limited (% # K18 KA R/ F]) from 1995 to 1996. From 1993 to 1995,
Ms. Yi served as the head of the marketing department of Hollywood Real Estate (4315 5 Hu % ). She
was an administrative assistant in the Shanghai Office of American Asia Pacific International Group
(3% B 50 A [ PR 4R 18] L ¥ < B ) between 1990 and 1993. Before that, she worked at the Shanghai Tin
Material Factory (1 8785 #1 #L%) as a secretary of the management office from 1988 to 1990. She
is also the incumbent secretary of the Experts Committee of China Funeral Association. Ms. Yi is a
well recognized figure in business, having been awarded the Top Ten Chinese Publicist Gold Award
in 2007, the Boao Public Relation Ambassadors in 2010 and the “Top 10 Outstanding Female of Asia
Brand” in 2012. Ms. Yi was also awarded eight domestic and international planning awards during her
15 years of service in the cemetery industry. Ms. Yi is the secretary of the “Xing Xing Gang” Project
(R HEIEISE) of the Shanghai Charity Foundation ( i 24354 ).

Ms. Yi received a diploma in technology records by the Shanghai School of Administration in
July 1988. Ms. Yi completed the integrated marketing postgraduate courses co-organized by the
Business School of Fudan University and University of Hong Kong in 2003 and the China CEO
Management Innovation Executive Program organized by Shanghai Jiaotong University in August
2005.
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Mr. Tan Li Kang (GR¥E/f), age 50, is our deputy general manager and is responsible for our
Group’s project development. Mr. Tan was appointed as the assistant of the general manager in 1995
and has been promoted as the deputy general manager of Shanghai FSY Industry Development since
1998. Mr. Tan was also appointed as the executive deputy general manager of Shanghai Nanyuan in
2007. Mr. Tan was further appointed as supervisor of Shanghai FSY Corporate Management
Consultancy and director of Nanchang Hongfu in 2012. Mr. Tan is responsible for the construction,
engineering and initial development of our Group’s major projects. Mr. Tan has more than 18 years
of experience in the death care services industry in the PRC and has been in service with our Group
for approximately 18 years.

From 1992 to 1995, Mr. Tan served as a manager in the Shanghai Office of Pacific Millennium
Holdings Corporation ([ [ 7% W i A PR 2> 7] Fg#FF5E), which is principally engaged in the
business of manufacturing of paper and packaging materials. He worked in Jiangxi Fenyi Coal Mine
Machinery Factory (YL.74#& 7 B0 TR #E M) from 1982 to 1985 and from 1988 to 1992.

Mr. Tan graduated from the Architecture Department of the Workers of Coal Mine University,
Pingxiang, Jiangxi (VT4 PE4FAE MM T X 2£2) in July 1988 and completed the postgraduate course in
finance with the Business School of East China Normal University (5 i i 225228 ) in June
2003. Mr. Tan also completed the senior executive program with the National University of Singapore
in November 2003. He received a master’s degree in business administration from Macau University
of Science and Technology in August 2004. Afterwards, Mr. Tan completed the China CEO
Management Innovation Executive Program (H'EICEO (FEk) 81478 1 & K WFHEIE) organized by
Shanghai Jiao Tong University (_ 3¢ K E) in May 2006 and received a certificate of achievement
from the International Cemetery, Cremation & Funeral Association for the ICCFA Cemetery Training
that Mr. Tan completed in 2007.

Mr. Tan Li Kang is the relative of Mr. Tan Leon Li-an, our vice-chairman and executive Director.

Mr. Wu Yibo (5{JRiK), age 42, is our deputy general manager of sales and marketing and
corporate planning. Mr. Wu joined our Group in 2002 and had served in various capacities, including
as manager of the enterprise research and development department of our Group; manager of the
marketing department; manager of the administration and human resources department; assistant of
the general manager; deputy general manager; executive deputy general manager and general manager
of Shanghai FSY Industry Development. Mr. Wu has nearly 10 years of experience in sales
management in the commercial field.

Mr. Wu was awarded a bachelors’ degree in arts (English) by the Shanghai Second Polytechnic
University in July 1993.

Mr. Xu Yong (#R5), age 55, is our deputy general manager responsible of our Group’s
engineering, greenery, construction and planning aspects. Mr. Xu is responsible for our Group’s
engineering, construction, landscaping and greenery construction and management. Mr. Xu is also the
chairman of our Group’s trade union. Mr. Xu has over seven years of experience in the death care
services industry in the PRC and has been working for us for almost three years. Mr. Xu has over 30
years of experience in real estate development and construction management. Mr. Xu has been a
registered senior operating manager with the National Credentials Committee of Senior Operating
Manager since July 2005.
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Prior to joining our Group, Mr. Xu was the manager of Shanghai Lingang, deputy general
manager of Shanghai Nanyuan and general manager of Shanghai Yixuan Industrial and Trading Co.,
Ltd. (iR 4 T % A /A7) from 2006 to 2011. He was the general manager of Zhongfang Beiyang
Property Company (/5 & #465G R Z A F]) from 2001 to 2006. From 1993 to 2001, he was the
manager of the project department and the executive deputy general manager of Shanghai City
Kaicheng Property Complex Development Company (& i i B 3k & 3£ 45 & B 88 #2 7]). From 1980 to
1993, he was a deputy head of the workshop and the division head of organization and human
resources of Shanghai Dongfeng Timber Factory (i HEA# ). From 1976 to 1979, Mr. Xu

served in the PRC Liberation Army as a squad leader.

Mr. Xu completed professional executive management studies at the Shanghai Party Institute of
CCP Shanghai Administration Institute in July 1991. He also completed philosophical strategic
management studies at the East China Normal University in June 1999.

Mr. Zhao Yu (#5), age 37, is our deputy general manager and is responsible for our Listing
matters and Board secretary affairs, and was appointed as our joint company secretary on December
3, 2013. Mr. Zhao joined our Group in 2009. Mr. Zhao was a deputy general manager of our Group
and is responsible for investor relations, corporate finance and corporate governance of the Group. Mr.

Zhao has more than 11 years of working experience in the corporate finance industry.

From 2002 to 2009, he served as deputy general manager of Fu Ji Food and Catering Services
Holdings Limited (HKSE stock code: 1175) and general manager of Fu Ji Food Services Group

Financial Management Company.

Mr. Zhao was awarded a master’s degree in business administration by the American University
in London in February 2002. Prior to that, he obtained a bachelor’s degree in finance and banking in

June 1998 from the Dongbei University of Finance & Economics.

Mr. Li Heguo (ZF1[H), age 48, is deputy general manager of strategic development, planning
execution and major projects and acquisitions of our Group. Mr. Li joined our Group in 2013 and has

over 7 years of experience in the death care services industry in the PRC.

Prior to joining our Group, Mr. Li was an executive director and chief executive officer of ZMAY
Holdings Limited (HKSE stock code: 8085) between June 2007 and January 2009. He was chairman
and general manager of Beijing Hengfeng Real Estate Co., Ltd. (5% 1H % 55 bz A FR /A 7)) between
April 2003 and June 2007. He was vice president of Hi Sun Technology (China) Limited (HKSE stock
code: 0818) between October 2000 and March 2003. He was general manager of China Baoan Group
Beijing Industrial Co., Ltd. ("B 8 % 4 [ 4t 5t 5 %2 A]) between December 1993 and October 2000.
He was secretary of the president of China Baoan Group ([ % %4 H) between July 1992 and
December 1993. He was a teacher at the School of Economics of Peking University between April
1991 and July 1992.

Mr. Li was awarded a bachelor’s degree in economics by the Peking University in July 1988.
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Mr. Luk Wai Keung (FEf%#58), age 49, is our Group’s chief financial officer. Mr. Luk is a
professional accountant, having been a state of Washington Certified Public Accountant license holder
since October 2005. Mr. Luk is also a Chartered Financial Analyst at the Association for Investment
Management and Research since September 1999 and a member of the Institution of Civil Engineers

since December 1990. He has over 15 years of professional experience in the financial field.

Mr. Luk was the chief financial officer of Larry Jewellery International Company Limited
(HKSE stock code: 8351) from July 2011 to October 2013.

From August 2007 to January 2011, he served as the vice president of the finance and business
development of SHV (China) Investment Company Limited. He was chief financial officer of Synergis
Holdings Limited (HKSE stock code: 2340) between May 2006 and June 2007. Mr. Luk also served
as associate director of corporate finance at PricewaterhouseCoopers between January 1996 and April

2006. He served as an engineer in various civil engineering consultancy firms between 1986 and 1995.

Mr. Luk was awarded a bachelor’s degree in science (engineering) by the University of Hong
Kong in November 1986. He was awarded a master’s degree in business administration by the
Australian Graduate School of Management, University of New South Wales in May 1994.

JOINT COMPANY SECRETARIES

Mr. Zhao Yu (5), is our joint company secretary. For Mr. Zhao’s biography, see “Senior
Management” above.

Ms. Wong Wai Ling (¥ %), age 33, was appointed as our joint company secretary on
December 3, 2013. Ms. Wong has approximately ten years of experience in providing company
secretarial services. Ms. Wong is the Assistant Vice President of SW Corporate Services Group
Limited and is responsible for assisting listed companies in professional company secretarial work.
Ms. Wong has been awarded a Bachelor of Arts in Marketing and Public Relations from The Hong
Kong Polytechnic University and Master of Corporate Governance from The Open University of Hong
Kong, and is an Associate of The Hong Kong Institute of Chartered Secretaries and The Institute of

Chartered Secretaries and Administrators in the United Kingdom.
BOARD COMMITTEE

Audit Committee

We have established an audit committee on December 3, 2013 with effect from the Listing, with
written terms of reference in compliance with Rule 3.21 of the Listing Rules and paragraph C3 of the
Corporate Governance Code and Corporate Governance Report as set out in Appendix 14 to the Listing
Rules. The primary duties of the audit committee are to assist the Board in providing an independent
view of the effectiveness of the financial reporting process, the internal control and risk management
system of our Group, to oversee the audit process and to perform other duties and responsibilities as
assigned by the Board.

249



DIRECTORS AND SENIOR MANAGEMENT

The audit committee currently comprises Ho Man and Luo Zhuping, our independent
non-executive Directors, and Huang James Chih-Cheng, our non-executive Director. Ho Man is the
chairman of the audit committee.

Remuneration Committee

We have established a remuneration committee on December 3, 2013 with effect from the
Listing, with written terms of reference in compliance with paragraph B1 of the Corporate Governance
Code and Corporate Governance Report as set out in Appendix 14 to the Listing Rules. The primary
duties of the remuneration committee are to evaluate and make recommendations to our Board
regarding the compensation of our executive Directors and senior management. In addition, the
remuneration committee conducts reviews of the performance, and determines the compensation
structure of our senior management.

The remuneration committee currently comprises Luo Zhuping and Chen Qunlin, our
independent non-executive Directors, and Tan Leon Li-an, our vice-chairman and executive Director.
Luo Zhuping is the chairman of the remuneration committee.

Nomination Committee

We have established a nomination committee on December 3, 2013 with effect from the Listing,
with written terms of reference in compliance with paragraph A4 of the Corporate Governance Code
and Corporate Governance Report as set out in Appendix 14 to the Listing Rules. The primary
functions of the nomination committee are to formulate nomination policies for consideration of our
Board, implement the nomination policies laid down by our Board, and make recommendations to our
Board to fill vacancies on the same.

The nomination committee currently comprises Bai Xiaojiang, our chairman and executive
Director, Luo Zhuping and Chen Qunlin, our independent non-executive Directors. Bai Xiaojiang is
the chairman of the nomination committee.

Compliance Committee

We have established a compliance committee on December 3, 2013 with effect from the Listing.
The scope of work of the compliance committee is to review and monitor the legal and compliance
aspects of our Group to ensure that our Group is in compliance with all applicable laws and
regulations. The compliance committee will have the power to seek external counsel’s advice.

The compliance committee currently comprises Wu Jianwei, Chen Qunlin, Luo Zhuping and Ho
Man, all being our independent non-executive Directors. Wu Jianwei is the chairman of the
compliance committee.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

Our executive Directors receive, in their capacity as our employees, compensation in the form
of salaries, bonus, other allowances and benefits-in-kind, including our contribution to the pension
scheme for our executive Directors, in their capacity as employees, according to the laws of the
relevant jurisdiction.
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The aggregate amount of salaries, allowances, discretionary bonus and retirement benefits
scheme contributions paid and benefits in kind granted to our Directors for the three years ended
December 31, 2012 and the six months ended June 30, 2013 were approximately RMB542,000,
RMB678,000, RMB678,000 and RMB348,000, respectively.

The aggregate amount of remuneration (including fees, salaries, contributions to pension
schemes, housing allowances and other allowances and benefits in kind and discretionary bonuses)
which were paid by our Group to our five highest paid individuals for the three years ended December
31, 2012 and the six months ended June 30, 2013 were approximately RMB1,602,000, RMB2,166,000,
RMB2,166,000 and RMB1,179,000, respectively.

No remuneration was paid by our Group to the Directors or the five highest paid individuals as
an inducement to join or upon joining our Group or as a compensation for loss of office in respect of
the three years ended December 31, 2012 and the six months ended June 30, 2013. No Director has
waived or has agreed to waive any emoluments during the three years ended December 31, 2012 and
the six months ended June 30, 2013.

Under the arrangements presently in force, the aggregate remuneration of the Directors for the
year ending December 31, 2013, excluding discretionary bonus, is approximately RMB696,000.

For information on Directors’ remuneration during the Track Record Period as well as
information on the highest paid individuals, see Note 12 of our consolidated financial statements
included in the Accountant’s Report set out in Appendix I to this prospectus and “Statutory and
General Information” set out in Appendix V to this prospectus.

COMPLIANCE ADVISOR

We will appoint Shenyin Wanguo Capital (H.K.) Limited as our compliance advisor pursuant to
Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, we must consult with
and, if necessary, seek advice from our compliance advisor on a timely basis in the following
circumstances:

(i) before the publication of any regulatory announcement, circular or financial report;

(i1)) where a transaction, which might be a notifiable or connected transaction, is contemplated,
including Share issues and Share repurchases;

(iii) where we propose to use the proceeds of the Global Offering in a manner different from that
detailed in this prospectus or where our business activities, developments or results deviate
from any forecast, estimate or other information in this prospectus; and

(iv) where the Stock Exchange makes an inquiry of us regarding unusual movements in the price
or trading volume of our Shares.

The term of the appointment will commence on the Listing Date and end on the date on which
we distribute our annual report of our financial results for the first full financial year commencing
after the Listing Date and such appointment may be extended by mutual agreement.
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Our Controlling Shareholders

Assuming that the Over-allotment Option has not been exercised and the options granted under
the Pre-IPO Share Option Scheme and the options granted or to be granted under the Share Option
Scheme have not been exercised, each of FSG Holding and Chief Union is/will be interested in 35%
and 32.2% of the issued share capital of our Company, respectively, immediately before the
Capitalization Issue and the Global Offering, and 26.25% and 24.15%, respectively, of the issued share
capital of our Company immediately after the Capitalization Issue and the Global Offering. Therefore,
each of FSG Holding and Chief Union is a Controlling Shareholder of our Company as of the date of
this prospectus. Chief Union is wholly-owned by Fulechuan, which in turn is wholly-owned by
Zhongfu. Zhongfu is wholly-owned by Hongfu, and Hongfu is owned as to 50% by NGO 1 and 50%
by NGO 2. Each of these entities is our Controlling Shareholder. For details of each of FSG Holding,
Chief Union, Fulechuan, Zhongfu, Hongfu, NGO | and NGO 2, see “History and Reorganization —
(ITT) Further Details of Our Corporate Restructuring Steps — D. Our Shareholders”.

Each of our Controlling Shareholders and our Directors has confirmed that it or he does not have
an interest in a business, apart from our business, which competes or is likely to compete, either

directly or indirectly, with our business.

Operational Independence

We have full control over our assets to continue our business independently of our Controlling
Shareholders. We do not rely on our Controlling Shareholders for our operations, technology, product

and service development, staffing or marketing.

Our Directors and senior management conduct our business with established systems and
arrangements in place. Our organizational structure is made up of functional departments, each with
specific areas of responsibility. We have also established a set of internal control measures to facilitate

the effective operation of our business.

Financial Independence

Our financial auditing system is independent of our Controlling Shareholders and we employ a
competent and well-staffed team of financial accounting personnel. We have our own accounting and
finance department, and our accounting systems, treasury function for cash receipts and payment and
access to third party financing are independent of our Controlling Shareholders. We make financial
decisions according to our own business needs. In addition, our Controlling Shareholders have not
provided any financial assistance, security and/or guarantee in favor of our Group as at the Latest
Practicable Date. Based on the above, our Directors believe that we are able to maintain financial

independence from our Controlling Shareholders, and do not place undue reliance on them.
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Management Independence

Our Board comprises three executive Directors, three non-executive Directors and four
independent non-executive Directors. We consider that our Board will function independently from

our Controlling Shareholders due to the following reasons:

(i) each Director is aware of his fiduciary duties as a Director of our Company which requires,
among others, that he acts for the benefit and in the best interests of our Company and does

not allow any conflict between his duties as a Director and his personal interest;

(i) in the event that there is a potential conflict of interest arising out of any transaction to be
entered into between our Company and our Directors or their respective associates, the
interested Director(s) shall abstain from voting at the relevant board meetings of our
Company in respect of such transactions; and

(iii) our Board comprises nine Directors and three of them are independent non-executive
Directors, which represents one-third of the members of the Board. Such composition is in
line with the requirement under Rule 3.10A of the Listing Rules.

DEED OF NON-COMPETITION

FSG Holding and Chief Union (collectively the “Covenantors”) entered into a deed of
non-competition (the “Deed of Non-competition”) on December 3, 2013 in favor of our Company,
pursuant to which each of the Covenantors has unconditionally and irrevocably agreed, undertaken and
covenanted with our Company (for itself and for the benefits of each other member of our Group) that
it would not, and would procure that its associates (other than any members of our Group) would not,
directly or indirectly, either on its own account or in conjunction with or on behalf of any person, firm
or company, among others, carry on, participate or be interested or engaged in or acquire or hold (in
each case whether as a shareholder, director, partner, agent, employee or otherwise, and whether for
profit, reward or otherwise) any activity or business which competes or is likely to compete, directly
or indirectly, with the business referred to in this prospectus and any other business from time to time
conducted, carried on or contemplated to be carried on by any member of our Group or in which any
member of our Group is engaged or has invested or which any member of our Group has otherwise
publicly announced its intention to enter into, engage in or invest in (whether as principal or agent and
whether undertaken directly or through any body corporate, partnership, joint venture, or other

contractual or other arrangement) (the “Restricted Business™).

Each of the Covenantors has further unconditionally and irrevocably agreed, undertaken to and
covenanted with our Company (for ourselves and as trustee for the benefit of each of our subsidiaries
from time to time) the following:

(i) to provide all information requested by our Company which is necessary for an annual
review by our independent non-executive Directors of its compliance with the Deed of

Non-competition and the enforcement of the Deed of Non-competition;
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(ii)

(iii)

to procure our Company to disclose decisions on matters reviewed by the independent
non-executive Directors relating to the compliance and enforcement of the Deed of
Non-competition either through the annual report, or by way of announcements to the
public; and

to make an annual declaration on compliance with its undertaking under the Deed of
Non-competition in the annual reports of our Company as the independent non-executive
Directors think fit and/or as required by the relevant requirements under the Listing Rules.

Each of the Covenantors has further unconditionally and irrevocably agreed, undertaken to and

covenanted with our Company to procure that any business investment or other commercial

opportunity which directly or indirectly competes, or may lead to competition with the Restricted

Business (the “New Opportunities™) given, identified or offered to it and/or any of its associates

(other than any members of our Group) (the “Offeror”) is first referred to us in the following manner:

(1)

(i1)

each of the Covenantors is required to, and shall procure its associates (other than members
of our Group) to, refer, or to procure the referral of, the New Opportunities to us, and shall
give written notice to us of any New Opportunities containing all information reasonably
necessary for us to consider whether (a) such New Opportunities would constitute
competition with our core business; and (b) it is in the interest of our Group to pursue such
New Opportunities, including but not limited to the nature of the New Opportunities and
the details of the investment or acquisition costs (the “Offer Notice”); and

the Offeror will be entitled to pursue the New Opportunities only if (a) the Offeror has
received a notice from us declining the New Opportunities and confirming that such New
Opportunities would not constitute competition with our core business; or (b) the Offeror
has not received such notice from us within 10 Business Days from our receipt of the Offer
Notice. If there is a material change in the terms and conditions of the New Opportunities
pursued by the Offeror, the Offeror will refer the New Opportunities as so revised to us in
the manner as set out above.

Upon receipt of the Offer Notice, we shall seek opinions and decisions from our independent

non-executive Directors who do not have a material interest in the matter as to whether (i) such New

Opportunities would constitute competition with our core business; and (ii) it is in the interest of our

Company and our Shareholders as a whole to pursue the New Opportunities.

The Deed of Non-competition does not apply to:

(1)

(ii)

the holding of or interests in the shares of any member of our Group;

the holding of or interests in the shares of a company other than our Group, whose shares
are listed on a recognized stock exchange provided that:

(a) the relevant Restricted Business conducted or engaged in by such company (and assets

relating thereto) accounts for less than 10% of that company’s consolidated revenue
or consolidated assets, as shown in that company’s latest audited accounts; or
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(b) the total number of the shares held by the Covenantor and/or its associates does not
exceed 5% of the issued shares of that class of the company in question, and such
Covenantor and its associates, whether acting singly or jointly, are not entitled to
appoint a majority of the directors of that company and at any time there should exist
at least another shareholder of that company (together, where appropriate, with its
associates) whose shareholdings in that company should be more than the total
number of shares held by the Covenantors in aggregate and/or its associates in

aggregate.

The undertakings given by the Covenantors under the Deed of Non-competition shall lapse and

the Covenantors shall be released from the restrictions imposed on it upon occurrence of the earlier

of either of the following events or circumstances:

(1)

(ii)

the date on which the Shares cease to be listed on the Stock Exchange; or

the date on which the Covenantors and their associates cease to be or are no longer deemed
to be Controlling Shareholders of our Company within the meaning of the Listing Rules in

force from time to time.

CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following measures to manage the conflict of interests arising from

the possible competing business of the Covenantors and to safeguard the interests of our Shareholders:

(i)

(ii)

(iii)

(iv)

our independent non-executive Directors will review, on an annual basis, the compliance

with the Deed of Non-competition by the Covenantors;

our Company will disclose decisions on matters reviewed by our independent non-executive
Directors relating to compliance and enforcement of the Deed of Non-competition by the

Covenantors in the annual reports of our Company;

in the event that connected transactions, if any, between our Group and other business in
which any of our Directors or their respective associates has any interest are submitted to
the Board for consideration, the relevant interested Director will not be counted in the
quorum and will abstain from voting on such matters, and majority votes by non-conflicted

Directors are required to decide on such connected transactions;

our Directors operate in accordance with the Articles which require the interested Director
not to vote (nor be counted in the quorum) on any resolution of the Board approving any
contract or arrangement or other proposal in which he or any of his associates is materially

interested; and
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(v) pursuant to the Corporate Governance Code and Corporate Governance Report (the
“Code”) in accordance with Appendix 14 of the Listing Rules, our Directors, including the
independent non-executive Directors, will be able to seek independent professional advice

from external parties in appropriate circumstances at our Company’s cost.

Our Company is expected to comply with the Code which sets out principles of good corporate
governance in relation to, among others, Directors, the chairman, Board composition, the appointment,
re-election and removal of Directors, their responsibilities and remuneration and communications with
our Shareholders. Our Company will state in its interim and annual reports whether we have complied
with the Code, and will provide details of, and reasons for, any deviations from it in our corporate

governance report which will be included in our annual report.
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CONNECTED TRANSACTION

EXEMPT CONNECTED TRANSACTION

Shandong World Trade Center and Shandong FSY Development entered into a loan agreement on
January 1, 2013, pursuant to which Shandong World Trade Center provided a shareholder loan to
Shandong FSY Development. As at June 30, 2013, the loan remaining outstanding amounted to
approximately RMB48,627,000. The interest rate is approximately 9.18% per annum. Shandong World
Trade Center expects to convert its outstanding loans into registered capital of Shandong FSY

Development following the Global Offering.

The reason for entering into the shareholder’s loan with Shandong World Trade Centre (the
“Loan”) was for the purpose of acquiring the land for the cemetery operation of Shandong FSY
Development. In considering the funding requirement for payment of the land premium, Shandong
World Trade Centre had considered injecting the funding directly as equity into registered capital of
Shandong FSY Development to facilitate payment of the land premium. However, in order to expedite
the process, Shandong World Trade Centre had decided to provide its funding to Shandong FSY
Development by way of Loan instead of equity due to the additional approval process involved in
using equity financing as the funding method. Since we acknowledged that as a matter of best practice
for the purposes of effecting the Listing application the Loan should be repaid, we have explored
different ways to repay the Loan. As agreed between our Company and Shandong World Trade Centre,
repaying the Loan by way of cash is not at the best interest of Shandong FSY Development as
compared to capitalizing the Loan into equity. As a result, both we and Shandong World Trade Centre
have agreed that they will capitalize the Loan into equity interest of Shandong FSY Development (the
“Loan Capitalization Transaction”) in order to repay the Loan. Given Shandong World Trade Centre
is a State-owned enterprise, the Loan Capitalization Transaction needs to be approved by the
Shandong SASAC and it is currently undergoing the required approval process. Besides, the Loan
Capitalization Transaction requires the execution and approval of various transaction documents such
as board and shareholder resolutions, articles of associations, shareholders’ agreement etc. It cannot
be completed before Listing. Given Shandong World Trade Centre is obtaining the approvals from
SASAC and such approvals may take time to obtain, we currently expect the completion of the Loan
Capitalization Transaction may take place within one year after Listing. In the event completion
cannot take place within one year after Listing, we undertake to explore other financing channels such

as bank borrowing to repay the shareholder loan.

Shandong World Trade Center is a connected person of our Company as it is a substantial
shareholder of Shandong FSY Development and it owns 50% equity interest in Shandong FSY
Development. The shareholder loan will, upon Listing and prior to the conversion, constitute a

connected transaction.

Our Directors are of the view that the shareholder loan, being a form of financial assistance (as
defined under the Listing Rules), was provided by Shandong World Trade Center for our benefit on
normal commercial terms where no security over our Company’s assets was granted in respect of such
shareholder loan. The shareholder loan will be exempted from reporting, announcement and

independent shareholders’ approval requirements pursuant to Rule 14A.65(4) of the Listing Rules.
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Substantial Shareholders

So far as the Directors are aware, immediately following the completion of the Global Offering
and the Capitalization Issue and assuming that the Over-allotment Option and any options that have
been granted under the pre-IPO Share Option Scheme and any options that may be granted under the
Share Option Scheme have not been exercised, the following persons will have or be deemed to have
an interest and/or short position in the Shares or the underlying Shares which would fall to be
disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO, or will be directly or

indirectly, interested in 10% or more of the nominal value of any class of share capital carrying rights

to vote in all circumstances at general meetings of our Company:

Name of Shareholder

Capacity

Number of Shares

held immediately

after the
Capitalization

Issue and the

Global Offering

Approximate percentage of
interest in our Company
immediately after the
Capitalization Issue and

the Global Offering

FSG Holding .. .............
Mr. Tan Tize Shune (also known

as “Tan Chih Chun™)®. ... ..
Chief Union................

Fulechuan®. ... ............

Double Riches .............
Ge Qiansong™. .. ... ... .....

Notes:

(1) Mr. Tan Tize Shune (also known as “Tan Chih Chun”), the father of Tan Leon Li-an, is entitled to exercise or control
the exercise of one-third or more of the voting power at general meetings of FSG Holding through (i) being a settlor of
a trust, which in turn is interested in the entire issued share capital of Pacific Millennium Investment Corporation, the
largest shareholder of FSG Holding; and (ii) being a settlor of another trust, which in turn is interested in the entire issued
share capital of Fast Answer Limited, the third largest shareholder of FSG Holding. Together, Mr. Tan is interested in
an aggregate of 48.15% of the issued share capital of FSG Holding. Accordingly, Mr. Tan is deemed or taken to be
interested in approximately 26.250% of the issued share capital of our Company in which FSG Holding is interested in.

(2)  Chief Union is a direct wholly-owned subsidiary of Fulechuan and Fulechuan will be deemed or taken to be interested

Beneficial owner
Interest in controlled
corporations
Beneficial owner
Interest in a controlled
corporation

Interest in a controlled
corporation

Interest in a controlled
corporation

Interest in a controlled
corporation

Interest in a controlled
corporation

Beneficial owner
Interest in a controlled
corporation

525,000,000
525,000,000

483,000,000
483,000,000

483,000,000

483,000,000

483,000,000

483,000,000

119,445,000
119,445,000

26.250%
26.250%

24.150%
24.150%

24.150%

24.150%

24.150%

24.150%

5.972%
5.972%

in approximately 24.150% of the issued share capital of our Company in which Chief Union is interested in.
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(3)

4)

(5)

(6)

(7

Fulechuan is a direct wholly-owned subsidiary of Zhongfu and Zhongfu will be deemed or taken to be interested in
approximately 24.150% of the issued share capital of our Company in which Chief Union is interested in.

Zhongfu is a direct wholly-owned subsidiary of Hongfu and Hongfu will be deemed or taken to be interested in
approximately 24.150% of the issued share capital of our Company in which Chief Union is interested in.

Hongfu is owned by NGO 1 as to 50% and NGO 1 will be deemed or taken to be interested in approximately 24.150%
of the issued share capital of our Company in which Chief Union is interested in.

Hongfu is owned by NGO 2 as to 50% and NGO 2 will be deemed or taken to be interested in approximately 24.150%
of the issued share capital of our Company in which Chief Union is interested in.

Ge Qiansong is interested in approximately 34.66% of the issued share capital of Double Riches and therefore Ge
Qiansong will be deemed or taken to be interested in approximately 5.972% of the issued share capital of our Company

in which Double Riches is interested in.

Save as disclosed above, our Directors are not aware of any person who will, immediately

following completion of the Global Offering (without taking into account any Shares which may be

allotted and issued pursuant to the exercise of the Over-allotment Option) be entitled to exercise, or

control the exercise of 10% or more of the voting power at the general meeting of our Company.

259



CORNERSTONE INVESTORS

THE CORNERSTONE INVESTMENT

We have entered into a cornerstone investment agreement with each of the following investors
(the “Cornerstone Investors”, each a “Cornerstone Investor”) pursuant to which the Cornerstone
Investors have agreed to subscribe at the Offer Price for such number of Offer Shares (rounded down
to the nearest whole board lot of 1,000 Shares) that may be purchased for an aggregate amount of
US$45 million (equivalent to HK$348.9 million) (the “Cornerstone Investment”). Assuming an Offer
Price of HK$2.88, HK$3.105 and HK$3.33 (being the low end, mid-point and high end, respectively,
of the indicative Offer Price range stated in this prospectus), the total number of Offer Shares to be
subscribed for by the Cornerstone Investors would be approximately 121.1 million, 112.4 million and
104.8 million, respectively, in aggregate, representing approximately (i) 24.2%, 22.5% and 21.0%,
respectively, of the Offer Shares, and (ii) 6.1%, 5.6% and 5.2%, respectively, of the Shares in issue
upon the completion of the Global Offering, without taking into account any Shares that may be issued
pursuant to the options granted under the Pre-IPO Share Option Scheme and any options that may be
granted under the Share Option Scheme. Each of the Cornerstone Investors is an independent third
party, is not our connected person, and is not an existing shareholder of our Company. Details of the
actual number of Offer Shares to be allocated to each of the Cornerstone Investors will be disclosed
in the allotment results announcement to be issued by our Company on or around December 18, 2013.

The Cornerstone Investment forms part of the International Offering. The Offer Shares to be
subscribed for by the Cornerstone Investors will rank pari passu in all respects with the other fully
paid Shares in issue and will be counted towards the public float of our Company. Other than the
subscription pursuant to the cornerstone investment agreements, the Cornerstone Investors will not
subscribe for any Offer Shares under the Global Offering. Immediately upon the completion of the
Global Offering, the Cornerstone Investors will not have any board representation in our Company,
nor will any of the Cornerstone Investors become our substantial shareholder. The Offer Shares to be
subscribed for by the Cornerstone Investors will not be affected by any reallocation of the Offer
Shares between the International Offering and the Hong Kong Public Offering described in “Structure
of the Global Offering — The Hong Kong Public Offering” in this prospectus.

CORNERSTONE INVESTOR

The information about the Cornerstone Investors set forth below has been provided by the
Cornerstone Investors in connection with the Cornerstone Investment:

Green Heaven Investment Holdings Limited

Green Heaven Investment Holdings Limited (“Green Heaven™) has agreed to subscribe for such
number of Shares (rounded down to the nearest whole board lot of 1,000 Shares) which may be
purchased for an aggregate amount of US$25.0 million (equivalent to HK$193.8 million) at the Offer
Price. Assuming an Offer Price of HK$2.88, HK$3.105 and HK$3.33, being the low end, mid-point
and high-end, respectively, of the Offer Price range set out in this prospectus, the total number of
Shares that Green Heaven would subscribe for would be 67.3 million, 62.4 million and 58.2 million,
respectively, representing (i) approximately 3.4%, 3.1% and 2.9%, respectively, of the Shares in issue
immediately following the completion of the Global Offering assuming that the Over-allotment Option
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is not exercised, or, (ii) approximately 3.2%, 3.0% and 2.8%, respectively, of the Shares in issue
immediately following the completion of the Global Offering, assuming that the Over-allotment
Option is fully exercised, without taking into account any Shares that may be issued pursuant to the
options granted under the Pre-IPO Share Option Scheme and any options that may be granted under
the Share Option Scheme in each case.

Green Heaven is an investment entity jointly owned by Carlyle Asia Growth Partners IV, L.P.
(“CAGP IV”) and CAGP IV Co-Investment, L.P. (“CAGP IV Coinvest”), both are exempted limited
partnerships established under the laws of the Cayman Islands. CAGP IV and CAGP IV Coinvest are
investment funds affiliated with The Carlyle Group, L.P. (listed on the NASDAQ Stock Market
(NASDAQ:CG)) (“Carlyle”), and are principally engaged in investments across a broad range of
sectors with exclusive geographical focus on China, India and South Korea. Carlyle is a global asset
manager and its purpose is to invest wisely and create value on behalf of its investors, many of whom
are public pensions. Carlyle invests across four segments — Corporate Private Equity, Global Market
Strategies, Real Assets and Global Solutions — in Africa, Asia, Australia, Europe, the Middle East,
North America and South America. Carlyle has expertise in various industries, including aerospace,
defense and government services, consumer and retail, energy, financial services, healthcare,
industrial, technology and business services, telecommunications & media and transportation.

Cinda International Asset Management Limited

Cinda International Asset Management Limited (“CIAM”) have agreed to subscribe for such
number of Shares (rounded down to the nearest whole board lot of 1,000 Shares) which may be
purchased for an aggregate amount of US$2.5 million (equivalent to HK$19.4 million) at the Offer
Price. Assuming an Offer Price of HK$2.88, HK$3.105 and HK$3.33, being the low end, mid-point
and high-end, respectively, of the Offer Price range set out in this prospectus, the total number of
Shares that and CIAM would subscribe for would be 6.7 million, 6.2 million and 5.8 million,
respectively, representing (i) approximately 0.34%, 0.31% and 0.29%, respectively, of the Shares in
issue immediately following the completion of the Global Offering assuming that the Over-allotment
Option is not exercised, or, (ii) approximately 0.32%, 0.30% and 0.28%, respectively, of the Shares
in issue immediately following the completion of the Global Offering, assuming that the
Over-allotment Option is fully exercised, without taking into account any Shares that may be issued
pursuant to the options granted under the Pre-IPO Share Option Scheme and any options that may be
granted under the Share Option Scheme in each case.

CIAM, established in 1993, is a licensed corporation under the Securities and Futures Ordinance
for Types 4 and 9 regulated activities (CE No. ABO798). CIAM manages clients’ funds according to
their investment objectives. Through flexible and diversified investment strategies, CIAM seeks to
achieve steady income growth and capital appreciation for the funds under management.

China Cinda (HK) Asset Management Co., Ltd.

China Cinda (HK) Asset Management Co., Ltd. (“China Cinda AM”) have agreed to subscribe
for such number of Shares (rounded down to the nearest whole board lot of 1,000 Shares) which may

be purchased for an aggregate amount of US$7.5 million (equivalent to HK$58.1 million) at the Offer
Price. Assuming an Offer Price of HK$2.88, HK$3.105 and HK$3.33, being the low end, mid-point
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and high-end, respectively, of the Offer Price range set out in this prospectus, the total number of
Shares that China Cinda AM would subscribe for would be 20.2 million, 18.7 million and 17.5 million,
respectively, representing (i) approximately 1.01%, 0.94% and 0.87%, respectively, of the Shares in
issue immediately following the completion of the Global Offering assuming that the Over-allotment
Option is not exercised, or, (ii) approximately 0.97%, 0.90% and 0.84%, respectively, of the Shares
in issue immediately following the completion of the Global Offering, assuming that the
Over-allotment Option is fully exercised, without taking into account any Shares that may be issued
pursuant to the options granted under the Pre-IPO Share Option Scheme and any options that may be

granted under the Share Option Scheme in each case.

China Cinda AM is a wholly owned subsidiary of Well Kent International Investment Company
Limited, which is one of the shareholders of Cinda International Holdings Limited, a company listed
on the Stock Exchange (Stock Code: 0111) which owns 100% of CIAM. CIAM, established in 1993,
is a licensed corporation under the Securities and Futures Ordinance for Types 4 and 9 regulated
activities (CE No. ABO798). CIAM manages clients’ funds according to their investment objectives.
Through flexible and diversified investment strategies, CIAM seeks to achieve steady income growth

and capital appreciation for the funds under management.

Farallon Investors

Dazbog Holdings AFC Limited, Dazbog Holdings BFC Limited, Dazbog Holdings CFC Limited,
Dazbog Holdings EFC Limited, Dazbog Holdings HFC Limited, Dazbog Holdings MFC Limited and
Dazbog Holdings VFC Limited (together, the “Farallon Investors”) have agreed to subscribe for such
number of Shares (rounded down to the nearest whole board lot of 1,000 Shares) in aggregate which
may be purchased for an aggregate amount of US$10.0 million (equivalent to HK$ 77.5 million) at the
Offer Price. Assuming an Offer Price of HK$2.88, HK$3.105 and HK$3.33, being the low end,
mid-point and high-end, respectively, of the Offer Price range set out in this prospectus, the total
number of Shares that the Farallon Investors would subscribe for in aggregate would be 26.9 million,
25.0 million and 23.3 million, respectively, representing (i) approximately 1.35%, 1.25% and 1.16%,
respectively, of the Shares in issue immediately following the completion of the Global Offering
assuming that the Over-allotment Option is not exercised, or, (ii) approximately 1.30%, 1.20% and
1.12%, respectively, of the Shares in issue immediately following the completion of the Global
Offering, assuming that the Over-allotment Option is fully exercised, without taking into account any
Shares that may be issued pursuant to the options granted under the Pre-IPO Share Option Scheme and

any options that may be granted under the Share Option Scheme in each case.

Each of the Farallon Investors is owned by investment funds and accounts managed by Farallon
Capital Management, L.L.C. (“Farallon”). Farallon is a global institutional asset management firm
that manages equity capital for institutions, including college endowments, charitable foundations and
pension plans, and for high net worth individuals. Farallon is headquartered in San Francisco and has
offices in London, Singapore, Hong Kong, Tokyo and Sido Paulo. Farallon invests globally across asset
classes. Farallon has been a registered investment adviser with the United States Securities and

Exchange Commission.
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CONDITIONS PRECEDENT

The subscription obligations of the Cornerstone Investors are subject to, among other things, the

following conditions precedent:

(a) the Hong Kong Underwriting Agreement and the International Underwriting Agreement
being entered into and become effective and having become unconditional (in accordance
with their respective original terms or as subsequently waived or varied by agreement of the

parties thereto) by no later than the time and date as specified therein;

(b) the Listing Committee having granted the listing of, and permission to deal in, the Shares;

and

(c) neither the Hong Kong Underwriting Agreement nor the International Underwriting

Agreement having been terminated.

RESTRICTIONS ON DISPOSALS BY THE CORNERSTONE INVESTORS

Each of the Cornerstone Investors has agreed that, without the prior written consent of our
Company and the Sole Global Coordinator, it will not, whether directly or indirectly, at any time
during a period of six months following the Listing Date, dispose of (as defined in the respective
cornerstone investment agreement) any of the Shares subscribed for by it pursuant to the respective
cornerstone investment agreement or, where applicable, any interest in any company or entity holding
any such Shares. The Cornerstone Investors may transfer the Shares so subscribed in certain limited
circumstances as set out in the respective cornerstone investment agreements, such as transfer to its
group company (as defined in the respective cornerstone investment agreement), provided that such
group company undertakes by deed, and the relevant Cornerstone Investor undertakes to procure, that
such group company to be bound by the relevant Cornerstone Investor’s obligations under the

respective cornerstone investment agreement.

263



SHARE CAPITAL

Without taking into account any Shares which may be issued upon the exercise of any options
granted under the Pre-IPO Share Option Scheme and to be granted under the Share Option Scheme,
our Company’s issued share capital immediately following completion of the Capitalization Issue and
the Global Offering will be as follows:

Authorized share capital: (US$)

20,000,000,000 Shares 200,000,000

Issued and to be issued, fully paid or credited as fully paid upon completion of the
Capitalization Issue and the Global Offering:

(Shares) (US$) Approximately
percentage of
issued share

capital
10,000 Share in issue as at the date of 100 0.0005%
this prospectus
1,499,990,000 new Shares to be issued under 14,999,900 74.9995%
the Capitalization Issue
500,000,000 new Shares to be issued under 5,000,000 25%
the Global Offering (excluding
75,000,000 Shares under the
Over-allotment Option)

2,000,000,000 Shares in total 20,000,000 100%
ASSUMPTIONS

The table above assumes the Global Offering becomes unconditional and is completed in
accordance with the relevant terms and conditions. It takes no account of (i) any Shares issued upon
exercise of options granted under the Pre-IPO Share Option Scheme and which may be granted under
our Share Option Scheme; (ii) any Shares which may be issued under the general mandate given to
our Directors for the issue and allotment of Shares; or (iii) any Shares which may be repurchased by
us pursuant to the general mandate given to our Directors for the repurchase of Shares.

RANKING

The Offer Shares and the Shares to be issued pursuant to the Over-allotment Option will rank pari
passu with all Shares in issue or to be issued as mentioned in this prospectus and will qualify for all

dividends or other distributions declared, made or paid after the date of this prospectus.
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GENERAL MANDATE TO ISSUE SHARES

Subject to the Global Offering becoming unconditional, our Directors have been granted a
general and unconditional mandate to allot or issue and deal with Shares with an aggregate nominal

value of not more than:

(i) 20% of the total nominal amount of Shares in issue immediately following completion of
the Global Offering and the Capitalization Issue but before the exercise of the
Over-allotment Option (excluding any Shares which may be issued upon the exercise of
options granted under the Pre-IPO Share Option Scheme and to be granted under the Share
Option Scheme); and

(i) the total nominal amount of Shares repurchased by our Company pursuant to the mandate

referred to in the paragraph “General mandate to repurchase Shares” below.

This general mandate will expire:

(i) at the conclusion of the next general meeting of our Company;

(ii) at the expiration of the period within which our Company is required by the Articles or any
applicable laws of the Cayman Islands to hold its next annual general meeting; or

(iii) when varied or revoked by an ordinary resolution of the Shareholders in general meeting,

whichever is the earliest.

Particulars of this general mandate are set out in “Statutory and General Information — Further
Information about our Company and our Subsidiaries — 3. Written resolutions of our Shareholders”
in Appendix V to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the Global Offering becoming unconditional, our Directors have been granted a
general mandate to exercise all the powers of our Company to repurchase Shares with a total nominal
value of not more than 10% of the total nominal amount of the Shares in issue immediately following
completion of the Global Offering and the Capitalization Issue but before the exercise of the
Over-allotment Option (excluding any Shares which may be issued upon the exercise of options
granted under the Pre-IPO Share Option Scheme and to be granted under the Share Option Scheme).

This general mandate only relates to repurchases made on the Stock Exchange or on any other
stock exchange on which the Shares are listed (and which are recognized by the SFC and the Stock
Exchange for this purpose), and which are in accordance with the Listing Rules. A summary of the
relevant Listing Rules is set out in “Statutory and General Information — Further Information about
our Company and our subsidiaries” in Appendix V to this prospectus.
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This mandate will expire:

(i) at the conclusion of the next general meeting of our Company;

(i1) at the expiration of the period within which our Company is required by the Articles or any

applicable laws of the Cayman Islands to hold its next annual general meeting; or

(iii) when varied or revoked by an ordinary resolution of the Shareholders in general meeting,

whichever is the earliest.

Particulars of this general mandate are set out in “Statutory and General Information — Further
Information about our Company and our Subsidiaries — 3. Written resolutions of our Shareholders”

in Appendix V to this prospectus.
THE PRE-IPO SHARE OPTION SCHEME

On March 10, 2013, we adopted the Pre-IPO Share Option Scheme, under which certain
Directors, senior management and employees of our Group have been granted options prior to the
Listing Date to subscribe Shares. The principal terms of the Pre-IPO Share Option Scheme and

particulars of the options granted are set out in “Statutory and General Information — E. Pre-IPO

Share Option Scheme” in Appendix V to this prospectus.
THE SHARE OPTION SCHEME
On December 3, 2013, we conditionally adopted the Share Option Scheme. Summaries of each

of the principal terms of the Share Option Scheme are set out in “Statutory and General Information

— Share Option Scheme” in Appendix V to this prospectus.

INSPECTION OF BOOKS AND RECORDS
Our Shareholders will have no general right under the Companies Law to inspect or obtain copies

of our register of members or corporate records. They will, however, have the rights set out in our

Articles.

TRANSFER OF SHARES

There is no provision in the Companies Law and the Articles which prohibits the transfer of
Shares by the Shareholders.
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The following discussion of our financial condition and results of operations should be read
in conjunction with our audited consolidated financial information as of and for the three years
ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2012 (unaudited)
and 2013 and, in each case, the related notes set out in the “Accountant’s Report” included as
Appendix I to this prospectus. Our audited consolidated financial information have been
prepared in accordance with IFRS, which may differ in material aspects from generally accepted
accounting principles in other jurisdictions. The following discussion and analysis contain
forward-looking statements that involve risks and uncertainties. Our actual results and timing of
selected events could differ materially from those anticipated in these forward-looking statements
as a result of various factors, including but not limited to, those set forth under “Risk Factors”
in this prospectus.

Overview

We were the largest provider of death care services in the PRC in terms of revenue and
geographic coverage in the years ended December 31, 2010, 2011 and 2012, according to Euromonitor.
We were one of the first private sector company entrants into the PRC death care services industry
when we began operating a cemetery in Shanghai in 1994. Through almost 20 years of growth in our
operations and enhancement of the quality of our services, we have expanded our operations to
provide premium death care services in major cities in eight provinces of the PRC. We believe we have
become a leader in the death care services industry and that our emphasis on the quality of our death
care services have made us a benchmark of the industry that others seek to emulate. This is
exemplified by our cooperation with certain PRC governmental entities to be the provider of training
to other industry participants.

We generally derive our revenue from burial services and funeral services. For our burial
services, we generate revenue mainly from the sale of burial plots, which includes (i) the right to use
the burial plots, (ii) tombstones, gravemarkers and other memorials to be used on burial plots, and (iii)
other services such as the organization and conducting of burial rituals, and the design and
landscaping of the burial plots. In addition, we also generate revenue from our cemetery maintenance
services, which includes ongoing fees for maintaining burial plots and management fees for our
cemeteries. We also generate revenue from the sale of other burial related products and services, such
as design services, tombstone engraving, sculptures and flowers. For our funeral services, we generate
revenue from planning, organizing and conducting funerals, including among others, the
transportation of the deceased to the funeral facilities, cosmetological services, keeping of vigils, the
performance of religious rituals and ceremonies, catering and post-funeral services.

Our burial services include a range of customization options, such as selecting the particular
landscape for the burial plot and the style of the memorial to be used. The memorials we sell are
designed and produced in-house by our professional designers and sculptors and are fully
customizable, with options ranging from traditional memorials to customized life-sized sculptures.
Additionally, we offer customers a range of burial services which we provide according to our
customers’ personal and religious requirements. For customers who choose for their family members
not to be buried in a burial plot, cremains are stored in our cremation niches in the columbariums
located in our cemeteries. We believe that the combination of our beautifully landscaped cemeteries
and our personalized and customized burial services has allowed us to demand a price premium for
our burial services.
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We offer a complete range of funeral services at our funeral facilities, from the initial planning
of the funeral arrangements and interment to the organization and hosting of the funeral, including the
transportation of the deceased to the funeral facility, cosmetological services, keeping of vigils, the
performance of religious rituals and ceremonies, catering, and post-funeral services, such as
consultation services with respect to cremation and burial. In addition to the set of funeral packages
which we offer, our customers are able to personalize the funeral arrangements through the
value-added services we offer, such as video presentations on the life of the deceased, customized
wreaths and flower arrangements and specially prepared decorations for display at the funeral. All of
our operating staff have received specialized training in providing funeral services and are also trained
to be attentive to the needs of our customers in the process of planning and providing funeral services.
We believe that our expertise in providing funeral services, gained from almost 20 years of experience
in the industry, our specially trained operating staff, and our customized funeral services have allowed
us to provide a comforting funeral atmosphere and experience for our customers, resulting in higher
customer satisfaction and differentiating us from other funeral services providers.

Our cemeteries and funeral facilities are strategically located in eight major cities in the PRC and
we draw customers, not only from those cities, but also from surrounding areas. We own and operate
two cemeteries in Shanghai and one cemetery in each of Hefei in Anhui Province, Zhengzhou in Henan
Province, Jinan in Shandong Province and Jinzhou in Liaoning Province. We operate two funeral
facilities in Chongqing and one funeral facility in each of Shanghai, Hefei, and Xiamen in Fujian
Province. We have established a company in Ningbo and are in the process of procuring a suitable site
to establish a funeral facility in that locality.

We experienced significant growth during the Track Record Period. For the years ended
December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our revenue was
RMB350.5 million, RMB421.4 million, RMB480.0 million and RMB306.7 million, respectively. For
the same periods, we had profit and total comprehensive income for the year/period of RMB113.7
million, RMB141.6 million, RMB138.2 million and RMB118.1 million, respectively.

BASIS OF PRESENTATION

In preparation for the Listing, certain equity transactions and transfers have been processed
among certain shareholders and the Group in the entities engaged in the core business through the
Reorganization, which involved the (i) formation of the Company and the intermediate holding
companies; (ii) the insertion of the Company and the intermediate holding companies between the core
business and the shareholders; and (iii) the transfer of the legal ownership previously held through
nominees to the Group’s entities. Upon the completion of the Reorganization on February 14, 2013,
the Company became the holding company of its subsidiaries. The Reorganization has been arranged
in a way that enables certain shareholders to maintain their respective beneficial ownership interests
in the core business in the same manner before and after the Reorganization. For more details, see Part
A, Financial Information, note 2 to the “Accountant’s Report” included as Appendix I to this
prospectus.

SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS AND FINANCIAL
CONDITION

Our business, results of operations and financial condition are affected by a number of factors,
many of which are beyond our control, including but not limited to, those set forth below.
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Ability to acquire suitable land for future development

Our continued growth will depend in large part on our ability to acquire quality land at prices
that can yield reasonable returns. Over recent years, land premiums have generally been increasing in
the PRC. It is widely expected that land premiums will continue to rise as the PRC economy continues
to grow and demolition and resettlement costs continue to increase. We acquire our land for cemetery
development in three ways: (i) through merger with and acquisition of suitable burial service providers
with sufficient land for cemetery development; (ii) by acquiring land selectively in various target
cities; and (iii) by acquiring land adjacent to our existing cemeteries for cemetery expansion. We
expect the competition among burial service providers for land suitable for cemetery development to
intensify overall and, in particular, in certain cities in which we operate. Our ability to acquire more
land at reasonable prices is critical for our future growth and any inability to do so may adversely

affect our results of operations.

Pricing of our death care services and our ability to maintain profit margins

The prices we are able to obtain for our services affect our results of operations and financial
condition. In determining the pricing of our services, we consider the following factors: (i) the cost
of sales and services; (ii) whether there are relevant PRC Government price controls; (iii) the nature
of the services and their relative complexity; (iv) the reasonable profit margin to the Group for such
services; (v) for burial services, the location of the burial plot or cremation niche; and (vi) the prices
of other death care services providers in the same location for such services. We market our services
as premium services and also promote our Fu Shou Yuan brand in order to allow us to obtain a price
premium over other death care services providers. Furthermore, we operate in highly localized and
competitive markets and the competition in the markets in which we operate affects the price we are
able to obtain for our services. For more details, see “Risk Factors — Risks Relating to Our Business
— We may not be able to sustain premium pricing for our death care service offerings, which may

adversely affect our profit margins.”

Location, product and service mix

Our revenue and gross profit for a given period are affected by changes to the proportions of our
total revenue and costs contributed by the various locations in which we have operations. We had
cemeteries and funeral facilities in major cities across eight provinces in the PRC as of June 30, 2013.
We generate different revenue levels and have different profit margins in different locations in which
we operate. For example, the average prices of the burial plots we sell, as well as the profit margins,
are relatively high in Shanghai. For the years ended December 2010, 2011 and 2012 and the six months
ended June 30, 2013, we generated revenue from our operations in Shanghai in the amounts of
RMB240.0 million, RMB273.6 million, RMB279.8 million and RMB184.2 million, respectively,
representing 68.5%, 64.9%, 58.3% and 60.1% of our total revenue for the relevant periods,
respectively. We intend to further expand our death care services to other geographic locations in the
PRC. As we expand into new regions, particularly less developed regions, we may not be able to obtain

similar revenue levels and profit margins, which may affect our overall results of operations.
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For our burial services, we offer a variety of types of burial plots for sale, including customized,
artistic, traditional, lawn, green and indoor burial plots. Different types of burial plots have different
prices and profit margins. Our customized and artistic burial plots generally have relatively high profit
margins, while our traditional burial plots have relatively low profit margins. As such, the composition
of our sales by product for a given period affects our profit margins and overall results of operations
for that period.

We generally derive our revenue from burial services and funeral services. The respective
proportions of our revenue coming from these two services were relatively stable during the Track
Record Period. For the years ended December 31, 2010, 2011 and 2012 and the six months ended June
30, 2013, we generated 86.4%, 87.2%, 87.3% and 87.9% of our revenue from burial services and
13.6%, 12.8%, 12.7% and 12.1% of our revenue from funeral services, respectively. In general, the
gross profit margin of our burial services is higher than that of our funeral services. For the years
ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our gross profit
margin was 82.0%, 83.1%, 81.7% and 81.8% for burial services and 72.0%, 70.9%, 71.8% and 69.7%
for funeral services, respectively. As such, changes in our service mix may affect our profit margins

and overall results of operation.

Overall demand for our services

Demand for our services and growth in our revenue are driven by overall demand for death care
services in the PRC. According to Euromonitor, the PRC death care services industry is the largest and
one of the fastest growing death care services industries in the world. According to Euromonitor, the
total number of deaths in the PRC grew from 9.4 million in 2008 to 9.7 million in 2012 and is expected
to reach 10.4 million by 2017. This upward trend will result in an increased demand for death care
services. Demand for our services and growth in our revenue are also driven by overall spending on
death care services in the PRC which, in turn, is significantly influenced by the general economic
condition and the pace of overall economic growth in the PRC. In addition, Chinese values and culture
place a strong emphasis on honoring and showing respect for one’s ancestors. In tandem with the
rising number of deaths and strong economic development in the PRC, together with the concomitant
increase in the disposable income of the Chinese population, spending on high quality death care
services in the PRC has experienced rapid growth in recent years. According to Euromonitor, average
spending per cremation on death care services in the PRC was RMB10,078.8 in 2012, representing a
60.9% increase compared to that of 2008. Demand for our services may also be affected by consumers’
ability to pay for high quality death care services. Demand for our services will continue to affect our

business growth and results of operations.

Access to and cost of financing

We require capital investment for land acquisition, cemetery construction and to provide our
funeral services. Historically we have financed our capital requirements through a combination of
internally generated funds, shareholder loans and other credit facilities. In the future, we expect to
fund our capital expenditure, working capital and other cash requirements from cash generated from

our operations, the net proceeds from the Global Offering and bank and other borrowings. Our ability

270



FINANCIAL INFORMATION

to obtain financing and our cost of financing are affected by a number of factors including general
economic conditions, our leverage ratios and changes in interest rates for bank borrowings. Our ability
to secure financing and our cost of financing affect our ability to provide death care services and our

operational results.

CRITICAL ACCOUNTING POLICIES

We have identified below the accounting policies which we believe are the most critical to our
consolidated financial statements. Our significant accounting policies are set forth in detail in part A,
Financial Information, Note 4 to the “Accountant’s Report” included as Appendix I to this prospectus.
These accounting policies require subjective and complex judgments by our management, often as a
result of the need to make estimates about the effect of matters that are inherently uncertain. Certain
accounting estimates are particularly sensitive because of their significance to our consolidated
financial statements. The estimates and associated assumptions are based on our historical experience
and various other factors that we believe are reasonable under the circumstances, the results of which
form the basis of making judgments about matters that are not readily apparent from other sources.
The key assumptions concerning the future, and other key sources of estimation uncertainty, that carry
a significant risk of requiring a material adjustment to the carrying amounts of the assets and liabilities
within the next financial year are discussed in more detail in part A, Note 5 to the “Accountant’s
Report” included as Appendix I to this prospectus. We review our estimates and underlying

assumptions on an ongoing basis.

Revenue Recognition
Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods sold and services provided in the normal course of business, net of

discounts and sales related taxes.

We enter into contracts with our customers for the provision of burial services, which include the

sale of burial plots and cemetery maintenance services.

Revenue from the sale of burial plots is recognized when the right to use burial plots has passed,
at which time all the following conditions have been satisfied:

° we have transferred to the buyer the significant risks and rewards of the burial plots;

° we retain neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the burial plots sold;

° the amount of revenue can be measured reliably;

° it is probable that the economic benefits associated with the transaction will flow to us; and

° the costs incurred or to be incurred in respect of the transaction can be measured reliably.
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Our sale of burial plots represents the sale of the rights to use those burial plots, for which
revenue is recognized when the right to use burial plots have been transferred to the customer, which
is upon signing of the sales contract and receipt of payment in full from the customer.

Revenue from the provision of cemetery maintenance services is deferred and amortized on a
straight-line basis over the remaining service period. The contract price for the cemetery maintenance
services is based on a nominal amount, which does not represent the fair value of such services. We
estimate the fair value of the cemetery maintenance services income to be deferred based on the
expected cost of providing such cemetery maintenance services plus a reasonable margin, less total
future maintenance fees to be received.

Funeral service income is recognized when services are provided.

Interest income from a financial asset is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts the
estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Dividend income from investments is recognized when the shareholders’ rights to receive
payment have been established (provided that it is probable that the economic benefits will flow to
us and the amount of revenue can be measured reliably).

Property and equipment

Property and equipment, including buildings held for use in the production or supply of goods
or services, or for administrative purposes (other than construction in progress as described below) are
stated in the consolidated statements of financial position at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is recognized so as to write off the cost of items of property and equipment other
than construction in progress less their residual values over their estimated useful lives, using the
straight-line method. The estimated useful lives, residual values and depreciation method are reviewed
at the end of each reporting period, with the effect of any changes in estimate accounted for on a
prospective basis.

Properties in the course of construction for production, supply or administrative purposes are
carried at cost, less any recognized impairment loss. Costs include professional fees and, for
qualifying assets, borrowing costs capitalized in accordance with our accounting policy. Such
properties are classified to the appropriate categories of property and equipment when completed and
ready for intended use. Depreciation of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item of property and equipment is determined as the difference between
the sales proceeds and the carrying amount of the asset and is recognized in profit or loss.
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Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are recognized separately from goodwill
and are initially recognized at their fair value at the acquisition date (which is regarded as their cost).
Subsequent to the initial recognition, intangible assets with finite useful lives are carried at costs less
accumulated amortization and any accumulated impairment losses or revalued amounts, which are
their fair value at the date of the revaluation less subsequent accumulated amortization and any
accumulated impairment losses. Amortization for intangible assets with finite useful lives is
recognized on a straight-line basis over their estimated useful lives. Alternatively, intangible assets

with indefinite useful lives are carried at cost less any subsequent accumulated impairment losses.

An intangible asset is derecognized on disposal, or when no future economic benefits are
expected from use or disposal. Gains or losses arising from derecognition of an intangible asset are
measured at the difference between the net disposal proceeds and the carrying amount of the asset and

are recognized in profit or loss in the period when the asset is derecognized.

Impairment of investment in a subsidiary, tangible and intangible assets

At the end of the reporting period, we review the carrying amounts of our investment in a
subsidiary, tangible and intangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss, if any. When it is not possible
to estimate the recoverable amount of an individual asset, we estimate the recoverable amount of the
cash-generating unit to which the asset belongs. Where a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise
they are allocated to the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific

to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or a cash-generating unit) is reduced to its

recoverable amount. An impairment loss is recognized immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or a
cash-generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined had
no impairment loss been recognized for the asset (or a cash-generating unit) in prior years. A reversal

of an impairment loss is recognized as income immediately.
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Inventories

Inventories include cemetery assets developed and ready for sale, cemetery assets under
development, and tombstones and urns. Inventories are stated at the lower of cost and net realizable
value. Cost is calculated using the weighted average method. Net realizable value represents the
estimated selling price for inventories less all estimated costs of completion and costs necessary to
make the sale.

Cemetery assets

Cemetery assets consist of prepaid lease payments, cost of initial land development and cost of
landscaping for the general public areas of the cemetery, and are carried at cost less accumulated
amortization and any accumulated impairment losses prior to the commencement of development.
Amortization of cemetery assets is done on a straight-line basis over the estimated useful life of the
cemetery assets and is recognized in profit or loss.

Upon commencement of development of the cemetery with the intention of sale in our ordinary

course of business, the related carrying amounts of cemetery assets attributable to the cemetery are
transferred to inventories.

Leasing

Leases are classified as finance leases whenever the terms of the lease transfers substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

Our Group as lessee
Operating lease payments are recognized as an expense on a straight-line basis over the lease

term, except where another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed.

Leasehold land and building

Interest in leasehold land that is accounted for as an operating lease is presented as “prepaid
lease payments” and is amortized over the lease term on a straight-line basis.

Borrowing costs

Borrowing costs directly attributable to the acquisition of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets are substantially ready for their intended use or
sale. Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalization.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.
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Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from
profit before taxation as reported in the combined statements of comprehensive income because it
excludes items of income or expense that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. Our liability for current tax is calculated using tax
rates that have been enacted or substantively enacted at the end of each reporting period.

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities in our financial statements and the corresponding tax bases used in the computation of
taxable profit. Deferred tax liabilities are generally recognized for all taxable temporary differences.
Deferred tax assets are generally recognized for all deductible temporary differences to the extent that
it is probable that taxable profits will be available against which those deductible temporary
differences can be utilized. Such assets and liabilities are not recognized if the temporary difference
arises from the initial recognition (other than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with
investments in subsidiaries and associates, except where we are able to control the reversal of the
temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from deductible temporary differences associated with
such investments are only recognized to the extent that it is probable that there will be sufficient
taxable profits against which to utilize the benefits of the temporary differences and they are expected

to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of the reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period in which the liability is settled or the asset is realized, based on tax rates (and tax laws) that

have been enacted or substantively enacted by the end of each reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which we expect, at the end of the reporting period, to recover or settle the

carrying amount of our assets and liabilities.

Current and deferred tax are recognized in profit or loss, except when they relate to items that
are recognized in other comprehensive income or directly in equity, in which case, the current and
deferred tax are also recognized in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a business combination, the

tax effect is included in the accounting for the business combination.
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RESULTS OF OPERATIONS

The following table sets forth selected items from our consolidated statements of profit or loss

and other comprehensive income for the periods indicated:

Six months ended
Year ended December 31, June 30,

2010 2011 2012 2012 2013

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(unaudited)

Revenue............. ... ........ 350,470 421,420 479,977 232,484 306,656
Cost of sales and services . .......... (67,783)  (77,628)  (93,659) (47,001) (60,217)
Gross profit . ..................... 282,687 343,792 386,318 185,483 246,439
Other income and gains, net. . ........ 3,217 18,845 9,789 6,130 29,650
Distribution and selling expenses ... .. (57,900)  (71,778)  (95,214) (52,816) (52,586)
Administrative expenses. . . . ......... (75,124) (103,062) (104,062) (45,509) (50,519)
Finance costs. . ................... (5,870) (8,615) (10,837) (5,486) (5,351)
Other expenses. . . ................. — — — — (8,298)
Share of profits of associates......... 6,225 9,366 8,638 4,675 —
Profit before taxation............... 153,235 188,548 194,632 92,477 159,335
Income tax expense ................ (39,567) (46,973) (56,431) (23,750) (41,198)
Profit and total comprehensive income

for the year/period .............. 113,668 141,575 138,201 68,727 118,137
Total comprehensive income

attributable to:

Owners of the Company........... 104,253 130,692 124,270 63,654 99,595

Non-controlling interests .......... 9,415 10,883 13,931 5,073 18,542

113,668 141,575 138,201 68,727 118,137
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CERTAIN INCOME STATEMENT ITEMS

Revenue

Our revenue for the years ended December 31, 2010, 2011 and 2012 and the six months ended
June 30, 2013 was RMB350.5 million, RMB421.4 million, RMB480.0 million and RMB306.7 million,
respectively. We derive our revenue primarily from two business segments: burial services and funeral

services.
For our burial services, we derive revenue mainly from the following:

° Sale of burial plots, which includes (i) the sale of the right to use the burial plots, (ii)
tombstones, gravemarkers and other memorials to be used in burial plots and (iii) other
services such as the organization and conducting of burial rituals, and the design and

landscaping of the burial sites, flower sales and additional engraving fees.

° Cemetery maintenance services, which consist of ongoing fees for maintaining burial plots

and management fees for our cemeteries.

For our funeral services, we generate revenue from planning, organizing and conducting
funerals, including, among others, the transportation of the deceased to the funeral facilities,
cosmetological services, keeping of vigils, the performance of religious rituals and ceremonies,

catering and post-funeral services.

The following table sets forth our revenue by segment for the periods indicated:

Year ended December 31, Six months ended June 30,

2010 2011 2012 2012 2013
% of % of % of % of % of
total total total total total

Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue

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

(unaudited)
Burial services. . . . . . . 302,679 86.4% 367,555 87.2% 418,860 87.3% 199,392 85.8% 269,553 87.9%
Funeral services . . . . . . 47,791 13.6% 53,865 12.8% 61,117 12.7% 33,092 14.2% 37,103 12.1%
Total. . . . . . ... ... 350,470 100.0% 421,420 100.0% 479,977 100.0% 232,484 100.0 % 306,656 100.0%

We derive a substantial portion of our revenue from our burial services, which represented
86.4%, 87.2%, 87.3% and 87.9% of our total revenue for the years ended December 31, 2010, 2011
and 2012 and the six months ended June 30, 2013, respectively. Our burial services include the sale
of burial plots and cemetery maintenance services. Sale of burial plots represented the largest
component of our revenue from burial services, which contributed 98.4%, 98.2%, 98.1% and 97.8%
of our revenue from burial services for the years ended December 31, 2010, 2011 and 2012 and the
six months ended June 30, 2013, respectively. Our revenue from the sale of burial plots for a given
period is dependent upon the number of units we sell during the period, as well as the average price
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Our cemeteries and funeral facilities are strategically located in major cities across eight
provinces in the PRC, and we derived our revenue from six cities and/or provinces during the Track
Record Period. The following table sets forth a breakdown of our revenue by region for the periods

indicated:
Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of % of % of % of % of
total total total total total
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue revenue
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)
Shanghai . . . ... 239,969 68.5% 273,592 64.9% 279,849 58.3% 136,739 58.8% 184,192 60.1%
Henan. .. ..... 23,450 6.7% 26,605 6.3% 29,507 6.1% 15,416 6.6% 17,097 5.6%
Chongging . . . .. 40,615 11.6% 39,505 9.4% 42,762 8.9% 24,344 10.5% 25,828 8.4%
Anhui . . . ... .. 46,436 13.2% 57,559 13.7% 61,308 12.8% 30,549 13.1% 35,404 11.5%
Shandong" . . . . . — — 24,159 5.7% 35,350 7.4% 17,415 7.5% 18,310 6.0%
Liaoning® . . . . . — — — — 31,201 6.5% 8,021 3.5% 24,943 8.1%
Fujian®. . . . ... — — — — — — — — 882 0.3%
Total . . . ... .. 350,470 100.0% 421,420 100.0% 479,977 100.0% 232,484 100.0% 306,656 100.0%
Notes

(I)  We increased our equity interest in Shandong FSY Development from 40% to 50% in March 2011 and it then became
our subsidiary, and its results of operations have been consolidated by us since then.
(2)  We acquired Jinzhou Maoshan Anling in May 2012, and its results of operations have been consolidated by us since then.

3) Xiamen Huaixiang commenced funeral services in February 2013.

279



FINANCIAL INFORMATION

The following table sets forth the breakdown of our revenue for the sale of burial plots by

cemetery for the periods indicated:

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of % of % of % of % of
revenue revenue revenue revenue revenue
from the from the from the from the from the
sale of sale of sale of sale of sale of
burial burial burial burial burial
Revenue plots Revenue plots Revenue plots Revenue plots Revenue plots

(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)

Shanghai Fu Shou

Yuan (L5145

By, ....... 235,496 79.2% 265,519 73.5% 268,460 653% 131,567 67.5% 134,330 51.0%

Haigang Fu Shou

Yuan (?ﬁ%?ﬁ%

) R — — — — — — — — 42,445 16.1%

Henan Fu Shou

Yuan (77 #5485

B, . ... .. 23,354 7.8% 26,437 7.3% 29,256 7.1% 15,296 7.8% 16,954 6.4%

Shandong Fu Shou

Yuan (I H4E#

E)®. ..o — — 24,091 6.7% 35,269 8.6% 17,378 8.9% 18,227 6.9%

Hefei Dashushan

Cultural

Cemetery (& /B

REISLER). 38,841 13.0% 44,987 12.5% 46,796 11.4% 22,874 11.7% 27,223 10.3%

Jinzhou Maoshan

Anling (5T 1E

W#ZE)® . — — — — 31,201 7.6% 8,021 4.1% 24,576 9.3%

Total . . ... ... 297,691 100.0 % 361,034  100.0% 410,982  100.0% 195,136  100.0% 263,755 100.0 %

(I)  We acquired control of Shanghai Nanyuan in January 2013 and its results of operations have been consolidated by us
since then.

(2)  We increased our equity interest in Shandong FSY Development from 40% to 50% in March 2011 and it then became
our subsidiary, and its results of operations have been consolidated by us since then.

(3)  We acquired Jinzhou Maoshan Anling in May 2012, and its results of operations have been consolidated by us since then.
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Cost of Sales and Services

Cost of sales and services consists primarily of the costs we incur in relation to our death care
services. Our cost of sales and services for the years ended December 31, 2010, 2011 and 2012 and
the six months ended June 30, 2013 was RMB67.8 million, RMB77.6 million, RMB93.7 million and
RMB60.2 million, respectively.

The following table sets forth information relating to our cost of sales and services by segment

for the periods indicated:

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of % of % of % of % of
total cost total cost total cost total cost total cost

Cost of  of sales Cost of  of sales Cost of  of sales Cost of  of sales Cost of  of sales
sales and and sales and and sales and and sales and and sales and and

services services services services services services services services services services

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

(unaudited)

Burial services. . . . . . . 54,415 80.3% 61,980 79.8% 76,453 81.6% 37,325 79.4% 48,972 81.3%
Funeral services . . . . . . 13,368 19.7% 15,648 20.2% 17,206 18.4% 9,676 20.6% 11,245 18.7%
Total. . . . . .. ... .. 67,783 100.0% 77,628 100.0% 93,659 100.0% 47,001 100.0% 60,217 100.0%

Our cost of sales and services for burial services includes the following:

° Tombstone cost, which represents the cost of the tombstones used for burial plots.

° Land cost, which represents the cost to acquire land for development into cemeteries and

surrounding areas.

° Development cost, which represents the overall expenditure incurred to convert the land
into saleable burial plots, including planning and design expenditures and landscaping

expenditures.

° Landscaping facility cost, which represents the depreciation and amortization expenses

related to the construction of arbors and bridges in the mausoleum.

° Cemetery maintenance cost, which represents the cost for the ongoing landscaping and

maintenance of the burial plots.

° Others, which represents costs for design services, tombstone engraving, sculptures,

flowers, labor, sales taxes and other incidental expenses.
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The following table sets forth a breakdown of the cost of sales

services for the periods indicated:

Year ended December 31,

and services for our burial

Six months ended June 2013,

2010 2011 2012 2012 2013

% of cost % of cost % of cost % of cost % of cost
of sales of sales of sales of sales of sales

and and and and and
Cost of services Cost of services Cost of services Cost of services Cost of services
sales and  for burial sales and for burial sales and for burial sales and for burial sales and for burial
services services services services services services services services services services

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

(unaudited)

Tombstone cost . . . . . . . .. 16,588 30.5% 20,537 33.1% 25,535 33.4% 14,659 39.3% 18,009 36.8%
Landcost. . . . . . . .. ... 2,162 4.0% 3,665 5.9% 7,807 10.2% 3,482 9.3% 4,416 9.0%
Development cost . . . . . . . . 13,159 24.2% 13,210 21.3% 15,610 20.4% 6,622 17.7% 10,839 22.1%
Landscaping facility cost. . . . . 864 1.6% 846 1.4% 2,196 2.9% 1,170 3.1% 464 0.9%
Cemetery maintenance cost. . . . 4,553 8.4% 6,195 10.0% 6,859 9.0% 3,645 9.8% 4,427 9.0%
Others . . . . . . .. .. ... 17,089 31.3% 17,527 28.3% 18,446 24.1% 7,747 20.8% 10,817 22.2%
Total . . . . . .. ... .... 54,415 100.0% 61,980 100.0% 76,453 100.0% 37,325 100.0% 48,972 100.0%

Our cost of sales and services for funeral services represents the various expenditures incurred

in relation to providing funeral services, including our operating staff costs, cost of caskets and other

ancillary costs related to the provision of funeral services.

Gross Profit and Gross Profit Margin

Gross profit represents revenue less cost of sales and services. Our gross profit for the years
ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013 was RMB282.7

million, RMB343.8 million, RMB386.3 million and RMB246.4 million, respectively.

The following table sets forth a breakdown of our gross profit and gross profit margin by segment

for the periods indicated:

Year ended December 31,

Six months ended June 30,

2010 2011 2012 2012 2013

Gross Gross Gross Gross Gross

Gross profit Gross profit Gross profit Gross profit Gross profit

profit margin profit margin profit margin profit margin profit margin

(RMB’000) (%)  (RMB’000) (%)  (RMB’000) (%)  (RMB’000) (%)  (RMB’000) (%)
(unaudited)

Burial services . . . . . . . .. .. 248,264 82.0% 305,575 83.1% 342,407 81.7% 162,067 81.3% 220,581 81.8%
Funeral services. . . . . . . . . .. 34,423 72.0% 38,217 70.9% 43,911 71.8% 23,416 70.8% 25,858 69.7%
Total . . . .. ... ... .... 282,687 80.7% 343,792 81.6% 386,318 80.5% 185,483 79.8% 246,439 80.4%
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Our overall gross profit margin for the years ended December 31, 2010, 2011 and 2012 and the
six months ended June 30, 2013 was 80.7%, 81.6%, 80.5% and 80.4%, respectively. Our net profit
margin for the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2013
was 32.4%, 33.6%, 28.8% and 38.5%, respectively. Our relatively high gross profit margins and net
profit margins during the Track Record Period were primarily due to (i) the relatively high gross profit
margins and net profit margins in the death care industry; and (ii) our ability to provide premium and
high-quality death care services. In addition, our strategy of acquiring low-cost land in providing our
burial services also contributed to our high gross profits margins and net profit margins during the
Track Record Period. Our land cost represented 4.0%, 5.9%, 10.2% and 9.0% of our total cost of sales
and services for our burial services for the years ended December 31, 2010, 2011 and 2012 and the
six months ended June 30, 2013, respectively.

Distribution and Selling Expenses

Distribution and selling expenses consist of salary and staff costs for our sales and distribution
staff costs, commissions, advertisement and promotion expenses, travel expenses, business
development expenses, leasing expenses and others. Salary and staff costs represented 47.2%, 41.9%,
48.1% and 40.0% of our distribution and selling expenses for the years ended December 31, 2010,
2011 and 2012 and the six months ended June 30, 2013, respectively. Commissions represented 21.9%,
28.2%, 22.1% and 29.4% of our distribution and selling expenses for the years ended December 31,
2010, 2011 and 2012 and the six months ended June 30, 2013, respectively. Our commissions are paid
to both internal and external sales agents. We set the rate of our commissions based on local market
standards and we believe the rates of the commissions we pay are in line with local average market
standards. Our distribution and selling expenses for the years ended December 31, 2010, 2011 and
2012 and the six months ended June 30, 2013 were RMB57.9 million, RMB71.8 million, RMB95.2
million and RMB52.6 million, respectively.

The following table sets forth a breakdown of our distribution and selling expenses for the
periods indicated:

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of total % of total % of total % of total % of total

Distribution distribution Distribution distribution Distribution distribution Distribution distribution Distribution distribution
and selling and selling and selling and selling and selling and selling and selling and selling and selling and selling
expenses expenses expenses expenses expenses expenses expenses expenses expenses expenses

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

(unaudited)

Salary and staff

costs. . . ... 27,307 47.2% 30,060 41.9% 45,765 48.1% 25,072 47.5% 21,053 40.0%
Commissions. . . . 12,671 21.9% 20,248 28.2% 21,062 22.1% 13,837 26.2% 15,460 29.4%
Advertisement and

promotion . . . 3,236 5.6% 4,440 6.2% 6,941 7.3% 3,628 6.9% 4,136 7.9%
Travel. . . . . .. 2,260 3.9% 3,176 4.4% 3,519 3.7% 1,651 3.1% 2,389 4.5%
Business

development . . 7,718 13.3% 8,655 12.1% 10,882 11.4% 4813 9.1% 4,854 9.2%
Leasing . . . . . . 1,355 2.3% 1,450 2.0% 2,319 2.4% 1,110 2.1% 1,654 3.1%
Others. . . . . .. 3,353 5.8% 3,749 5.2% 4,726 5.0% 2,705 5.1% 3,040 5.9%
Total . . . . . .. 57,900 100.0% 71,778 100.0% 95,214 100.0% 52,816 100.0% 52,586 100.0%
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Administrative Expenses

Administrative expenses consist of salary and staff costs for our administrative staff, travel and
business development expenses, depreciation and amortization expenses of property and equipment,
consulting fees, meeting and conference related expenses, leasing expenses and others. Our
administrative expenses for the years ended December 31, 2010, 2011 and 2012 and the six months
ended June 30, 2013 were RMB75.1 million, RMB103.1 million, RMB104.1 million and RMB50.5
million, respectively.

The following table sets forth a breakdown of our administrative expenses for the periods

indicated:
Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
% of total % of total % of total % of total % of total
Administrative administrative Administrative administrative Administrative administrative Administrative administrative Administrative administrative
expenses expenses expenses expenses expenses expenses expenses expenses expenses expenses
(RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%) (RMB’000) (%)
(unaudited)
Salary and staff costs . 43,588 58.0% 53,581 52.0% 50,847 48.9% 24,027 52.8% 28,009 55.4%
Travel and business
development . . . 9,402 12.5% 13,548 13.1% 16,688 16.0% 5,876 12.9% 8,574 17.0%
Depreciation and
amortization . . . 7,178 9.6% 6,715 6.5% 10,891 10.5% 5,122 11.3% 6,967 13.8%
Consulting fees . . . 6,707 8.9% 19,114 18.5% 17,730 17.0% 7,257 15.9% 415 0.8%
Meeting and
conference. . . . 2,165 2.9% 2,970 2.9% 3,017 2.9% 1,063 2.3% 1,107 2.2%
Leasing. . . . . .. 2,065 2.7% 2,795 2.1% 3,129 3.0% 1,720 3.8% 1,742 3.4%
Others . . . . . . . 4019 5.4% 4,339 4.3% 1,760 1.7% 444 1.0% 3,705 7.4%
Total. . . . .. .. 75,124 100.0% 103,062 100.0% 104,062 100.0% 45,509 100.0% 50,519 100.0%

Consulting fees consist of the fees paid to our auditor, legal advisors and other professional
parties. Part of the consulting fees incurred in 2011 and 2012 were related to the litigation between
us and China Healthcare.

Other Expenses

Other expenses of RMB&8.3 million for the six months ended June 30, 2013 represented initial
public offering expenses for the Global Offering.

Other Income and Gains — Net

Other income and gains (net) consist of interest income on bank deposits, interest income on
borrowings to related parties, interest income on borrowings to independent third parties, government
grant, investment income from investments held for trading, net gain (loss) on disposal of property and
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equipment, donation, gain on deemed disposal of an associate, compensation and others. Our net other
income and gains for the years ended December 31, 2010, 2011 and 2012 and the six months ended
June 30, 2013 were RMB3.2 million, RMB18.8 million, RMB9.8 million and RMB29.7 million,
respectively.

The following table sets forth a breakdown of our net other income and gains for the periods
indicated:

Six months ended
Year ended December 31, June 30,

2010 2011 2012 2012 2013

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)

Other income:
Interest income on bank deposits . ... .. 865 1,639 2,667 1,165 2,114
Interest income on borrowings to

related parties. .. ................ 564 300 2,275 1,138 238
Interest income on borrowings to

independent third parties .......... 1,338 3,539 2,362 1,267 816
Government grant . ................ — — 3,281 2,835 5,356
Investment income from investments

held for trading ................. 1,084 109 — — —

3,851 5,587 10,585 6,405 8,524

Net gains and losses:
Net gain (loss) on disposal of property

and equipment . ................. 3 89 65 2) 701
Donation . ....................... (649) (821) (811) (254) (220)
Gain on deemed disposal of an

associate. . ... — 13,872 — — 16,428
Compensation . ................... — — — — 3,952
Others . ......... ... ... ... 12 118 (50) (19) 265

(634) 13,258 (796) (275) 21,126

Other income and gains, net .. ... ... 3,217 18,845 9,789 6,130 29,650

Interest income on borrowings to related parties represents interest received on our borrowings
to Zhongfu and Shandong FSY Development. The amount due from Zhongfu was RMB30.3 million,
RMB10.5 million and RMB10.7 million as of December 31, 2011 and 2012 and June 30, 2013,
respectively, with fixed interest rates at 6.56%, 6.00% and 6.00% per annum as of December 31, 2011
and 2012 and June 30, 2013, respectively. Our interest income on borrowings to Zhongfu were
RMB300,000, RMB2.3 million and RMBO0.2 million for the years ended December 31, 2011 and 2012
and the six months ended June 30, 2013, respectively. The amount due from Zhongfu of RMB10.7
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million as of June 30, 2013 was fully paid off in September 2013. Our interest income on borrowings
to Shandong FSY Development were RMB564,000, nil, nil and nil for the years ended December 31,
2010, 2011 and 2012 and the six months ended June 30, 2013, respectively. We increased our equity
interest in Shandong FSY Development from 40% to 50% in March 2011 and it therefore became our
subsidiary. As its results of operations began to be consolidated with those of our Group in March
2011, the borrowings were reclassified as intra-group borrowings and did not appear in our Group’s
consolidated results of operations for the years ended December 31, 2011 and 2012 and the six months
ended June 30, 2013.

Interest income on borrowings to independent third parties represents interest on our borrowings

to an independent third party, Jinfu Waitan. Such borrowings were paid off in July 2013.

Government grant in the amount of RMB3.3 million in 2012 and in the amount of RMB5.4
million for the six months ended June 30, 2013 represented unconditional tax subsidies from the local

government to encourage economic development.

Donation mainly represents our donations to local schools to assist underprivileged students.

Gain on deemed disposal of an associate of RMB13.9 million in 2011 represented a gain
recognized in connection with our original 40% equity interest in Shandong FSY Development. When
we increased our equity interest in Shandong FSY Development from 40% to 50% in March 2011,
Shandong FSY Development became our subsidiary, which resulted in our original 40% equity interest
in Shandong FSY Development being deemed to have been disposed of and a gain was recorded from
the deemed disposal. Gain on deemed disposal of an associate of RMB16.4 million in the six months
ended June 30, 2013 represented a gain recognized in connection with our acquisition of control of
Shanghai Nanyuan. On January 4, 2013, Shanghai FSY Industry Development, our wholly-owned
subsidiary holding a 40% equity interest in Shanghai Nanyuan, entered into an agreement with the
other equity holders of Shanghai Nanyuan. Pursuant to that agreement, the other equity holders of
Shanghai Nanyuan assigned irrecoverable rights to Shanghai FSY Industry Development to direct the
relevant activities of Shanghai Nanyuan unilaterally. As such, we gained control of Shanghai Nanyuan
and it became our subsidiary, which resulted in our 40% equity interest in Shanghai Nanyuan being

deemed to have been disposed of and reacquired. A gain was recorded from the deemed disposal.

Compensation of RMB4.0 million in the six months ended June 30, 2013 represented the amount

we received from a settlement of litigation between us and China Healthcare.

Finance Costs

Finance costs consist of interest expense on bank loans wholly repayable within five years,
interest expense on borrowings from related parties, interest expense on loans from non-controlling
interests and interest expense on borrowings from independent third parties, less capitalized interest.
Our finance costs for the years ended December 31, 2010, 2011 and 2012 and the six months ended
June 30, 2013 were RMBS5.9 million, RMB8.6 million, RMB10.8 million and RMB5.4 million,
respectively.

286



FINANCIAL INFORMATION

The following table sets forth information relating to our finance costs for the periods indicated:

Six months ended

Year ended December 31, June 30,
2010 2011 2012 2012 2013
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Unaudited)

Interest expense on bank loans wholly

repayable within five years. ........ 1,234 2,498 3,882 1,596 2,595
Interest expense on borrowings from

related parties. .. ................ 5,589 — — — —
Interest expense on loans from

non-controlling interests .......... — 3,583 4,848 2,443 2,213
Interest expense on borrowings from

independent third parties .......... 836 2,534 2,107 1,447 543
Less: capitalized interest .. .......... (1,789) — — — —
Total finance costs . . .............. 5,870 8,615 10,837 5,486 5,351

Interest expense on borrowings from related parties and loans from non-controlling interests
refers to our interest expense in connection with our borrowings from Zhongfu and the loans from
Shandong World Trade Center by our subsidiary Shandong FSY Development. Our interest expense on
borrowings from Zhongfu was RMBS5.6 million, nil, nil and nil for the years ended December 31,
2010, 2011 and 2012 and the six months ended June 30, 2013, respectively. Our interest expense on
borrowings from Shandong World Trade Center was nil, RMB3.6 million, RMB4.8 million and
RMB2.2 million for the years ended December 31, 2010, 2011 and 2012 and the six months ended June
30, 2013, respectively. For more information on the loans from Shandong World Trade Center, see
“Connected Transactions” in this prospectus.

Interest expense on borrowings from independent third parties was RMBO0.8 million, RMB2.5
million, RMB2.1 million and RMBO0.5 million for the years ended December 31, 2010, 2011 and 2012
and the six months ended June 30, 2013, respectively. This refers to borrowings from an independent
third party, Chongqing Zhonghan Xinye, by us which were subsequently lent to Jinfu Waitan in 2010.
These borrowings were paid off in July 2013. For more details, see “— Indebtedness — Bank and
Other Borrowings — Loans with Independent Third Parties” in this section.

Income Tax Expense

Our income tax expense for a given period includes provision made for PRC enterprise income
tax (“EIT”) and deferred income tax during the year. Under the Law of the PRC on Enterprise Income
Tax (the “EIT Law”) and the Implementation Regulations of the EIT Law, our PRC subsidiaries have
been subject to the tax rate of 25% since January 1, 2008. The income tax rate of 25% was applicable
to all of our Group’s PRC subsidiaries during the Track Record Period with the exception of
Chongqing Anle Services, which was subject to a lower concessionary income tax rate of 15% during
the Track Record Period pursuant to preferential tax policies for development of China’s western
regions. This preferential tax treatment is subject to annual renewal. For the years ended December
31, 2010, 2011 and 2012 and the six months ended June 30, 2013, our effective corporate income tax
rates were 25.8%, 24.9%, 29.0% and 25.9%, respectively.
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The following table sets forth our income tax expense for the periods indicated:

Six months ended
Year ended December 31, June 30,

2010 2011 2012 2012 2013

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)

(Unaudited)
Current tax:
PRCEIT.................. 46,934 53,017 59,242 28,599 40,191
Deferred tax:
Current year. .. ............ (7,367) (6,044) (2,811) (4,849) 1,007
39,567 46,973 56,431 23,750 41,198

In Henan and Jinzhou, revenue derived from transferring the rights to use the burial plots is
subject to a business tax of 5%. In other places where we operate, revenue derived from transferring
the rights to use the burial plots is exempt from business tax. For more details, see “Risk Factors —
Risks Relating to Our Business — Business tax may be levied on us for the revenue derive from
transferring the rights to use the burial plots in certain provinces where we operate cemeteries.”

Review of Historical Operating Results
Six months ended June 30, 2013 compared to six months ended June 30, 2012 (unaudited)
Revenue

Our revenue increased by RMB74.2 million, or 31.9%, from RMB232.5 million for the six
months ended June 30, 2012 to RMB306.7 million for the six months ended June 30, 2013. This
increase was primarily driven by a 35.2% increase in revenue from burial services and, to a lesser
extent, a 12.1% increase in revenue from funeral services.

Revenue from burial services increased by RMB70.2 million, or 35.2%, from RMB199.4 million
for the six months ended June 30, 2012 to RMB269.6 million for the six months ended June 30, 2013.
This increase was primarily due to (i) an 51.9% increase in the total number of units sold for our burial
services, from 2,277 for the six months ended June 30, 2012 to 3,459 for the six months ended June
30, 2013, mainly as a result of (a) our acquisition of control of Shanghai Nanyuan in January 2013,
which contributed sales of burial plots with revenue of RMB42.4 million for the six months ended
June 30, 2013, and (b) our acquisition of Jinzhou Maoshan Anling in May 2012, which contributed
sales of burial plots with revenue of RMB24.6 million for the six months ended June 30, 2013,
representing an increase of RMB16.6 million compared to the six months ended June 30, 2012; and
(ii) general growth in revenue from our cemeteries in other locations, primarily driven by increases
in the prices of certain types of the burial plots we sold.

Revenue from funeral services increased by RMB4.0 million, or 12.1%, from RMB33.1 million
for the six months ended June 30, 2012 to RMB37.1 million for the six months ended June 30, 2013.
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This increase was primarily due to (i) business growth in our funeral facilities in Shanghai due to
enhanced sales efforts and an expansion of our service offering types, which contributed to an increase
in revenue of RMBI1.2 million for the six months ended June 30, 2013; (ii) Xiamen Huaixiang
commencing provision of funeral services in February 2013, which contributed revenue of RMB0.9
million for the six months ended June 30, 2013; and (iii) general business growth in our funeral
facilities in Chongqing and Hefei.

Cost of Sales and Services

Our cost of sales and services increased by RMB13.2 million, or 28.1%, from RMB47.0 million
for the six months ended June 30, 2012 to RMB60.2 million for the six months ended June 30, 2013.
This increase was primarily due to a 31.2% increase in cost of sales and services for burial services

and, to a lesser extent, a 16.2% increase in cost of sales and services for funeral services.

Our cost of sales and services for burial services increased by RMB11.6 million, or 31.2%, from
RMB37.3 million for the six months ended June 30, 2012 to RMB49.0 million for the six months
ended June 30, 2013, partially in line with the increase in our revenue for the period. Our tombstone
cost increased by 22.9%, from RMB14.7 million for the six months ended June 30, 2012 to RMB18.0
million for the six months ended June 30, 2013, primarily due to the increase in our business growth
and the increase in tombstone prices as a result of price inflation. Our development cost increased by
63.7%, from RMB6.6 million for the six months ended June 30, 2012 to RMB10.8 million for the six
months ended June 30, 2013. Our land cost increased by 26.8%, from RMB3.5 million for the six
months ended June 30, 2012 to RMB4.4 million for the six months ended June 30, 2013. The increases
in our development cost and land cost for the six months ended June 30, 2013 were primarily due to
the increase in our sales, including the increase in the units of burial plots sold, especially in Jinzhou
Maoshan Anling and Shanghai Nanyuan, which, in turn, was attributable to our acquisition of Jinzhou
Maoshan Anling in May 2012 and our acquisition of control of Shanghai Nanyuan in January 2013.

Our cost of sales and services for funeral services increased by RMB1.6 million, or 16.2%, from
RMB9.7 million for the six months ended June 30, 2012 to RMB11.2 million for the six months ended
June 30, 2013. This increase was primarily due to (i) business growth in our funeral facilities in
Shanghai due to enhanced sales efforts and an expansion of our service offering types, and (ii) Xiamen

Huaixiang commencing provision of funeral services in February 2013.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by RMB61.0 million, or 32.9%, from
RMB185.5 million for the six months ended June 30, 2012 to RMB246.4 million for the six months
ended June 30, 2013. Our overall gross profit margin increased from 79.8% for the six months ended
June 30, 2012 to 80.4% for the six months ended June 30, 2013, primarily as a result of the increase
in the gross profit margin of our burial services, from 81.3% for the six months ended June 30, 2012
to 81.8% for the six months ended June 30, 2013, partially offset by a decrease in the gross profit
margin of our funeral services from 70.8% for the six months ended June 30, 2012 to 69.7% for the
six months ended June 30, 2013.
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Our gross profit from burial services increased by RMB58.5 million, or 36.1%, from RMB162.1
million for the six months ended June 30, 2012 to RMB220.6 million for the six months ended June
30, 2013. Our gross profit margin for burial services increased from 81.3% for the six months ended
June 30, 2012 to 81.8% for the six months ended June 30, 2013, mainly due to increases in the prices
of certain types of our burial plots sold.

Our gross profit from funeral services increased by RMB2.4 million, or 10.4%, from RMB23.4
million for the six months ended June 30, 2012 to RMB25.9 million for the six months ended June 30,
2013. Our gross profit margin for funeral services decreased from 70.8% for the six months ended June
30, 2012 to 69.7% for the six months ended June 30, 2013. This slight decrease was primarily due to
Xiamen Huaixiang commencing the provision of funeral services in February 2013, which had a
relatively low profit margin for the six months ended June 30, 2013.

Distribution and Selling Expenses

Our distribution and selling expenses decreased by RMBO0.2 million, or 0.4%, from RMB52.8
million for the six months ended June 30, 2012 to RMB52.6 million for the six months ended June 30,
2013. This decrease was primarily due to a decrease in salary and staff costs of RMB4.0 million, or
16.0%, from RMB25.1 million for the six months ended June 30, 2012 to RMB21.1 million for the six
months ended June 30, 2013, which, in turn, was primarily due to special year-end bonuses for our
sales and distribution staff aggregating approximately RMB6.5 million accruing in the six months
ended June 30, 2012, partially offset mainly by (i) an increase in commissions of RMB1.6 million, (ii)
an increase in travel expenses of RMBO0.7 million and (iii) an increase in leasing expenses of RMBO0.5
million, from the six months ended June 30, 2012 to the six months ended June 30, 2013.

Administrative Expenses

Our administrative expenses increased by RMBS5.0 million, or 11.0%, from RMB45.5 million for
the six months ended June 30, 2012 to RMB50.5 million for the six months ended June 30, 2013. This
increase was primarily due to (i) an increase of 16.6% in salary and staff costs, from RMB24.0 million
for the six months ended June 30, 2012 to RMB28.0 million for the six months ended June 30, 2013,
due to an increase in the number of our administrative staff, as a result of the consolidation of
Shanghai Nanyuan into our group in January 2013, (ii) an increase of 45.9% in travel and business
development expenses, from RMBS5.9 million for the six months ended June 30, 2012 to RMBS.6
million in the six months ended June 30, 2013, as a result of our general business growth, (iii) an
increase of 36.0% in depreciation and amortization expenses, from RMBS5.1 million for the six months
ended June 30, 2012 to RMB7.0 for the six months ended June 30, 2013 and (iv) an increase in other
administrative expenses from RMBO0.4 million for the six months ended June 30, 2012 to RMB3.7
million for the six months ended June 30, 2013, partially offset by a decrease in consulting fees, from
RMB7.3 million for the six months ended June 30, 2012 to RMBO0.4 million for the six months ended
June 30, 2013, as we incurred more expenses related to the litigation between us and China Healthcare
for the six months ended June 30, 2012. For more information about the litigation between us and
China Healthcare, see “Business — Legal Proceedings — Dispute Settlement with China Healthcare”

in this prospectus.
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Other Expenses

Other expenses of RMB&.3 million incurred for the six months ended June 30, 2013 represented
initial public offering expenses for the Global Offering. We did not incur any such other expenses in
the six months ended June 30, 2012.

Finance Costs

Our net finance costs decreased slightly by RMBO.1 million, or 2.5%, from RMBS5.5 million for
the six months ended June 30, 2012 to RMB5.4 million for the six months ended June 30, 2013.

Income Tax Expense

Our income tax expense increased by RMB17.4 million, or 73.5%, from RMB23.8 million for the
six months ended June 30, 2012 to RMB41.2 million for the six months ended June 30, 2013. This
increase was primarily due to an increase of 72.3% in our profit before income tax, from RMB92.5
million for the six months ended June 30, 2012 to RMB159.3 million for the six months ended June
30, 2013.

Profit and Total Comprehensive Income for the Period

As a result of the foregoing, our profit and total comprehensive income for the period increased
by RMB49.4 million, or 71.9%, from RMB68.7 million for the six months ended June 30, 2012 to
RMB118.1 million for the six months ended June 30, 2013. Our net profit margin increased from
29.6% for the six months ended June 30, 2012 to 38.5% for the six months ended June 30, 2013. This
increase was primarily due to (i) a gain on deemed disposal of an associate of RMB16.4 million in
connection with our acquisition of control of Shanghai Nanyuan in January 2013; (ii) the increase in
our overall gross profit margin from 79.8% for the six months ended June 30, 2012 to 80.4% for the
six months ended June 30, 2013; and (iii) inclusion of the non-controlling interests of Shanghai
Nanyuan since January 2013.

Year ended December 31, 2012 compared to year ended December 31, 2011

Revenue

Our revenue increased by RMBS58.6 million, or 13.9%, from RMB421.4 million in 2011 to
RMB480.0 million in 2012. This increase was primarily driven by the increase in revenue from burial
services and, to a lesser extent, the increase in revenue from funeral services.

Revenue from burial services increased by RMBS51.3 million, or 14.0%, from RMB367.6 million
in 2011 to RMB418.9 million in 2012. This increase was primarily due to (i) a 12.9% increase in the
total number of units sold for our burial services, from 4,242 in 2011 to 4,789 in 2012, mainly as a
result of our acquisition of Jinzhou Maoshan Anling in May 2012, which contributed sales of burial
plots with revenue of RMB31.2 million in 2012, and (ii) general sales growth at our cemeteries in
other locations, primarily driven by the increase in the prices of certain types of the burial plots we
sold.
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Revenue from funeral services increased by RMB7.3 million, or 13.5%, from RMB53.9 million
in 2011 to RMB61.1 million in 2012. This increase was primarily due to business growth in our funeral
facilities in Hefei and Chongqing. Our business growth in our funeral facility in Hefei was mainly
driven by our enhanced efforts at expanding our services. Our business growth in our funeral facility
in Chongqing was mainly attributable to increased types of service offerings and the increased pricing
level in the region.

Cost of Sales and Services

Our cost of sales and services increased by RMB16.0 million, or 20.7%, from RMB77.6 million
in 2011 to RMB93.7 million in 2012. This increase was primarily due to a 23.4% increase in cost of
sales and services for burial services and, to a lesser extent, a 10.0% increase in cost of sales and
services for funeral services.

Our cost of sales and services for burial services increased by RMB14.5 million, or 23.4%, from
RMB62.0 million in 2011 to RMB76.5 million in 2012, partially in line with the increase in our
revenue for the period. Our land cost increased by 113.0%, from RMB3.7 million in 2011 to RMB7.8
million in 2012, primarily attributable to the increase in land costs as a result of our acquisition of
Jinzhou Maoshan Anling in May 2012. Our tombstone cost increased by 24.3%, from RMB20.5
million in 2011 to RMB25.5 million in 2012, primarily due to the increase in our business growth and
the increase in tombstone prices as a result of price inflation. Our development cost increased by
18.2%, from RMB13.2 million in 2011 to RMB15.6 million in 2012, primarily due to increased

development costs as a result of our acquisition of Jinzhou Maoshan Anling in May 2012.

Our cost of sales and services for funeral services increased by RMB1.6 million, or 10.0%, from
RMB15.6 million in 2011 to RMB17.2 million in 2012. This increase was in line with the increase in

revenue from funeral services provided by our funeral facility in Hefei.

Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by RMB42.5 million, or 12.4%, from
RMB343.8 million in 2011 to RMB386.3 million in 2012. Our overall gross profit margin decreased
from 81.6% in 2011 to 80.5% in 2012, primarily as a result of the decrease in the gross profit margin
of our burial services from 83.1% in 2011 to 81.7% in 2012.

Our gross profit from burial services increased by RMB36.8 million, or 12.1%, from RMB305.6
million in 2011 to RMB342.4 million in 2012. Our gross profit margin for burial services decreased
from 83.1% in 2011 to 81.7% in 2012, mainly attributable to our acquisition of Jinzhou Maoshan
Anling in May 2012, which had a relatively low profit margin as a result of the relatively low average
prices of its burial plots sold.

Our gross profit from funeral services increased by RMBS5.7 million, or 14.9%, from RMB38.2
million in 2011 to RMB43.9 million in 2012. Our gross profit margin for funeral services increased
from 70.9% in 2011 to 71.8% in 2012. This increase was primarily attributable to an increase in the
prices of our funeral services.
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Distribution and Selling Expenses

Our distribution and selling expenses increased by RMB23.4 million, or 32.7%, from RMB71.8
million in 2011 to RMB95.2 million in 2012. This increase was primarily due to an increase in salary
and staff costs of 52.2%, from RMB30.1 million in 2011 to RMB45.8 million in 2012, due to (i) an
increase in the number of our sales and distribution staff, partially as a result of the acquisition of
Jinzhou Maoshan Anling in May 2012, and (ii) our payment of a year-end special bonus to our sales
and distribution staff in the amount of approximately RMB6.5 million.

Administrative Expenses

Our administrative expenses increased by RMB1.0 million, or 1.0%, from RMB103.1 million in
2011 to RMB104.1 million in 2012. This increase was primarily due to (i) an increase in our
depreciation and amortization expenses of 62.2%, from RMB6.7 million in 2011 to RMB10.9 million
in 2012, partially as a result of the acquisition of Jinzhou Maoshan Anling in May 2012, which
contributed depreciation and amortization expenses of RMB2.0 million; and (ii) an increase in travel
and business development expenses of 23.2%, from RMB13.5 million in 2011 to RMB16.7 million in
2012, partially as a result of the acquisition of Jinzhou Maoshan Anling in May 2012, which
contributed travel and business development expenses of RMB1.3 million. These increases were
partially offset (i) by a 5.1% decrease in salary and staff costs as a result of a decrease in reserved
bonuses for senior management as part of our incentive plan, and (ii) a 7.2% decrease in consulting
fees.

Finance Costs

Our net finance costs increased by RMB2.2 million, or 25.8%, from RMB&8.6 million in 2011 to
RMBI10.8 million in 2012. This increase was primarily due to (i) an increase in interest expense on
our bank loans as a result of an increase in our bank loans from RMB33.0 million as of December 31,
2011 to RMBA47.7 million as of December 31, 2012, and (ii) an increase in our interest expense on
borrowings from non-controlling interests, as a result of the increase in the interest rate of Shandong
FSY Development’s borrowings from Shandong World Trade Center.

Income Tax Expense

Our income tax expense increased by RMB9.5 million, or 20.1%, from RMB47.0 million in 2011
to RMB56.4 million in 2012. This increase was primarily due to (i) an increase in our profit before
income tax during the same period, (ii) a RMBS5.2 million withholding tax charged on our
undistributed earnings in 2012, which will be paid out in 2013, and (iii) an increase in effective tax
rate from 24.9% in 2011 to 29.0% in 2012 which, in turn, was primarily due to a decrease in the tax
effect of non-taxable income from RMB4.0 million in 2011 to RMB2.0 million in 2012.

Profit and Total Comprehensive Income for the Year
As a result of the foregoing, our profit and total comprehensive income for the year decreased
by RMB3.4 million, or 2.4%, from RMB141.6 million in 2011 to RMB138.2 million in 2012. Our net

profit margin decreased from 33.6% in 2011 to 28.8% in 2012. This decrease was primarily due to (i)
the decrease in our gross profit margin from 81.6% in 2011 to 80.5% in 2012 due to the foregoing
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reasons and (ii) a gain on deemed disposal of an associate of RMB13.9 million in 2011, which
represented a gain recognized in connection with our original 40% equity interest in Shandong FSY
Development. When we increased our equity interest in Shandong FSY Development from 40% to 50%
in March 2011, Shandong FSY Development became our subsidiary, which resulted in our original
40% equity interest in Shandong FSY Development being deemed to have been disposed of and our
recognizing a gain on the deemed disposal.

Year ended December 31, 2011 compared to the year ended December 31, 2010

Revenue

Our revenue increased by RMB71.0 million, or 20.2%, from RMB350.5 million in 2010 to
RMB421.4 million in 2011. This increase was primarily driven by the increase in revenue from burial

services and, to a lesser extent, the increase in revenue from funeral services.

Revenue from burial services increased by RMB64.9 million, or 21.4%, from RMB302.7 million
in 2010 to RMB367.6 million in 2011. This increase was primarily due to (i) the increase in our equity
interest in Shandong FSY Development, which became our subsidiary in March 2011 and contributed
revenue of RMB24.2 million in 2011, and (ii) our increase in prices in the middle of 2011 for certain
types of our burial plots sold.

Revenue from funeral services increased by RMB6.1 million, or 12.7%, from RMB47.8 million
in 2010 to RMB53.9 million in 2011. This increase was primarily due to our business growth in our

funeral facilities in Hefei, mainly driven by our enhanced efforts at expanding our services.

Cost of Sales and Services

Our cost of sales increased by RMB9.8 million, or 14.5%, from RMB67.8 million in 2010 to
RMB77.6 million in 2011. This increase was primarily due to an increase in the cost of sales and
services for burial services and, to a lesser extent, an increase in cost of sales and services for funeral

services.

Our cost of sales and services for burial services increased by RMB7.6 million, or 13.9%, from
RMB54.4 million in 2010 to RMB62.0 million in 2011. Our land cost increased by 69.5%, from
RMB2.2 million in 2010 to RMB3.7 million in 2011. This increase was primarily due to the
revaluation of land cost relating to our deemed disposal of our original 40% equity interest in
Shandong FSY Development when we acquired an additional 10% equity interest in it and it became
our subsidiary. Our tombstone cost increased by 23.8%, from RMB16.6 million in 2010 to RMB20.5
million in 2011, primarily due to our business growth and the increase in tombstone prices as a result

of price inflation.
Our cost of sales and services for funeral services increased by RMB2.3 million, or 17.1%, from

RMB13.4 million in 2010 to RMB15.6 million in 2011. This increase was in line with the growth of

our business, primarily at our funeral facility in Hefei.
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Gross Profit and Gross Profit Margin

As a result of the foregoing, our gross profit increased by RMB61.1 million, or 21.6%, from
RMB282.7 million in 2010 to RMB343.8 million in 2011. Our overall gross profit margin increased
from 80.7% in 2010 to 81.6% in 2011.

Our gross profit from burial services increased by RMB57.3 million, or 23.1%, from RMB248.3
million in 2010 to RMB305.6 million in 2011. The gross profit margin for burial services increased
from 82.0% in 2010 to 83.1% in 2011. This increase was primarily attributable to an increase in prices
in the middle of 2011 for certain types of our burial plots sold.

Our gross profit from funeral services increased by RMB3.8 million, or 11.0%, from RMB34.4
million in 2010 to RMB38.2 million in 2011. Our gross profit margin for funeral services decreased
from 72.0% in 2010 to 70.9% in 2011. This slight decrease was mainly due to the establishment of our
subsidiary Shanghai FSY Funeral Arrangement Services in May 2011, which had a relatively low
profit margin for 2011.

Distribution and Selling Expenses

Our distribution and selling expenses increased by RMB13.9 million, or 24.0%, from RMB57.9
million in 2010 to RMB71.8 million in 2011. This increase was primarily due to (i) an increase of
59.8% in commissions paid to our sales agents, primarily due to the relatively high commissions paid
by Shandong FSY Development, as well as an increase in the commissions of our other subsidiaries
in line with our business growth, and (ii) an increase in salary and staff costs as well as an increase
in the number of our sales and distribution staff, partially as a result of the consolidation of Shandong
FSY Development in 2011.

Administrative Expenses

Our administrative expenses increased by RMB27.9 million, or 37.2%, from RMB75.1 million
in 2010 to RMB103.1 million in 2011. This increase was primarily due to (i) an increase in consulting
fees of 185.0%, in connection with the legal and auditing fees related to the litigation between us and
China Healthcare Holdings Limited, and (ii) an increase in salary and staff costs due to an increase
in the number of our administrative staff, partially as a result of the consolidation of Shandong FSY
Development into our Group in 2011. For more details on the litigation between us and China
Healthcare, see “Business — Legal Proceedings — Dispute Settlement with China Healthcare” in this
prospectus.

Finance Costs

Our net finance costs increased by RMB2.7 million, or 46.8%, from RMBS5.9 million in 2010 to
RMB&.6 million in 2011. This increase was primarily due to (i) an interest expense on loans from
non-controlling interests of RMB3.6 million as a result of Shandong FSY Development becoming our
subsidiary in March 2011 and our subsequent assumption of its outstanding loans from Shandong
World Trade Center, while we did not have such interest expenses in 2010, (ii) an increase in interest
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expense on borrowings from Chongqing Zhonghan Xinye by us which were subsequently lent to Jinfu
Waitan, and these borrowings were paid off in July 2013. These increases were partially offset by the
fact that we had interest expense on borrowings from related parties of RMB5.6 million in 2010 in
connection with our borrowings from Zhongfu, while we did not have such interest expenses in 2011.

Income Tax Expense

Our income tax expense increased by RMB7.4 million, or 18.7%, from RMB39.6 million in 2010
to RMB47.0 million in 2011. This increase was primarily due to an increase in our profit before tax
during the same period, partially offset by a decrease in our effective tax rate from 25.8% in 2010 to
24.9% in 2011.

Profit and Total Comprehensive Income for the Year

As a result of the foregoing, our profit and total comprehensive income for the year increased
by RMB27.9 million, or 24.6%, from RMB113.7 million in 2010 to RMB141.6 million in 2011. Our
net profit margin increased from 32.4% in 2010 to 33.6% in 2011.

LIQUIDITY AND CAPITAL RESOURCES
Overview

We have primarily financed our working capital, capital expenditures and other capital
requirements through income generated from our operations and bank borrowings and other
borrowings. In the future, we expect to fund our capital expenditures, working capital and other capital
requirements from cash generated from our operations, the net proceeds from the Global Offering and
bank and other borrowings.

Cash Flow

The following table sets forth a summary of our consolidated statements of cash flows for the
periods indicated below:

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Net cash generated from
operating activities.......... 172,880 149,003 177,403 89,887 58,814
Net cash generated from/(used in)
investing activities . . ........ 23,087 (24,708) (13,563) (112,220) (6,082)
Net cash (used in)/generated from
financing activities . .. ....... (138,071) (63,565) (98,878) 15,010 (31,836)
Net increase/(decrease) in cash
and cash equivalents. ........ 57,896 60,730 64,962 (7,323) 20,896
Cash and cash equivalents at
beginning of the year/period. . . 103,272 161,168 221,898 221,898 286,860
Cash and cash equivalents at end
of the year/period........... 161,168 221,898 286,860 214,575 307,756
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Net cash generated from operating activities

We generate our cash from operating activities primarily from proceeds of our death care
services businesses. Our cash used in operating activities is primarily for land acquisition, the
development and construction of cemeteries, selling and distribution expenses and administrative
expenses. Our net cash flow generated from operating activities reflects our profit before taxation, as
adjusted for non-cash items, such as finance costs and depreciation of property and equipment, and
the effects of changes in working capital, such as increases or decreases in cemetery assets,
inventories, other receivables and trade and other payables.

For the six months ended June 30, 2013, our net cash generated from operating activities was
RMBS58.8 million, primarily due to (i) operating cash flows before movements in working capital of
RMB156.0 million, and (ii) an increase in deferred income of RMB9.4 million relating to prepayments
for our cemetery maintenance services as a result of an increase in sales of burial services. These
amounts were partially offset by (i) an increase in cemetery assets and inventories of RMB54.9
million, partly due to our payment of a deposit of RMB36.0 million for purchase of land by our
subsidiary, Nanchang Hongfu, and partly due to our business growth; (ii) a decrease in trade and other
payables of RMB27.1 million, primarily as a result of our payment of 2012 year-end bonuses in the
amount of RMB23.8 million in the beginning of 2013, and (iii) income taxes paid of RMB26.8 million.

For the year ended December 31, 2012, our net cash generated from operating activities was
RMB177.4 million, primarily due to (i) operating cash flows before movements in working capital of
RMB209.3 million, (ii) a decrease in other receivables of RMB15.4 million due to our collection of
other receivables related to Jinzhou Maoshan Anling, (iii) an increase in deferred income of RMB11.0
million in connection with prepayment for cemetery maintenance services as a result of an increase
in sales from burial services, and (iv) an increase in trade and other payables of RMB9.1 million in
connection with accrued salary, welfare and bonus payables and trade payables with suppliers as a
result of increased cemetery construction activities at the end of 2012. These amounts were partially
offset by (i) income tax paid of RMB45.2 million, and (ii) an increase in cemetery assets and
inventories of RMB21.0 million which was generally in line with the growth of our business.

For the year ended December 31, 2011, our net cash generated from operating activities was
RMB149.0 million, primarily due to (i) operating cash flows before movements in working capital of
RMB181.2 million, and (ii) an increase in deferred income of RMB14.0 million in connection with
prepayment for cemetery maintenance services as a result of an increase in sales from burial services.
These amounts were partially offset by (i) income tax paid of RMB32.5 million, and (ii) an increase

in other receivables of RMB6.1 million.

For the year ended December 31, 2010, our net cash generated from operating activities was
RMB172.9 million, primarily from (i) operating cash flows before movements in working capital of
RMB160.9 million, (ii) an increase in deferred income of RMBI13.1 million in connection with
prepayment for cemetery maintenance services as a result of an increase in sales from burial services,
(iii) an increase in trade and other payables of RMB6.6 million, and (iv) a decrease in other

receivables of RMB6.4 million; partially offset by income tax paid of RMBI12.1 million.
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Net cash generated from or used in investing activities

Our net cash generated from or used in investing activities reflects the results of our investing
activities for the period, such as purchases of intangible assets, proceeds on disposal of property and
equipment, additions to and deposits paid for property and equipment, acquisitions of subsidiaries and
dividends received from associates.

For the six months ended June 30, 2013, our net cash used in investing activities was RMB6.1
million, primarily due to (i) advance to independent third parties of RMB35.7 million in connection
with short-term advance provided to Jiangxi Guoding, which was paid off in September 2013; and (ii)
additions to and deposits paid for property and equipment of RMB24.8 million in connection with (a)
initial investment in the construction of factory for manufacturing cremation machines by our
subsidiary, Anhui Zhongfude, (b) construction of employee dormitories in Henan, (c) construction of
office building in Jinzhou, and (d) renovation of dining facilities and purchase of vehicles and office
equipment in Shanghai. These amounts were partially offset by (i) acquisition of subsidiaries of
RMB38.8 million in connection with our acquisition of bank balances and cash of Shanghai Nanyuan
as a result of our consolidation of Shanghai Nanyuan after our acquisition of its control in January
2013 and (ii) repayments from independent third parties of RMB6.6 million consisting of repayment
from Jinfu Waitai of RMB3.5 million and repayment from other independent third parties. For more
information about advance to independent third parties of RMB35.7 million, see “— Certain Balance
Sheet Items — Other Receivables” in this section.

For the year ended December 31, 2012, our net cash used in investing activities was RMB13.6
million, primarily due to (i) payments to related parties of RMB43.4 million mainly consisting of
short-term loans to Anhe of RMB30.0 million and to Zhongfu of RMB7.9 million, (ii) additions to and
deposits paid for property and equipment of RMB23.5 million in connection with the renovation of our
facilities in Shanghai and Henan and the purchase of vehicles, and (iii) acquisition of subsidiaries of
RMB20.1 million in connection with our acquisition of Jinzhou Maoshan Anling in May 2012 and our
acquisition of a 50.89% equity interest in Nanchang Hongfu. These amounts were partially offset by
(i) repayments from related parties of RMB61.6 million mainly consisting of repayments from
Zhongfu of RMB30.0 million and from Anhe of RMB30.0 million, (ii) interest received of RMB7.7
million, and (iii) dividends received from our associate, Shanghai Nanyuan, of RMB6.2 million.

For the year ended December 31, 2011, our net cash used in investing activities was RMB24.7
million, primarily due to (i) payment to related parties of RMB30.3 million primarily related to
short-term loans to Zhongfu of RMB30.0 million, (ii) additions to and deposits paid to property and
equipment of RMB8.0 million in connection with the enhancement of our ancillary facilities at
Shanghai FSY Industry Development. These amounts were partially offset by (i) dividends received
from associates of RMB5.5 million, and (ii) interest received of RMB3.8 million.

For the year ended December 31, 2010, our net cash generated from investing activities was
RMB23.1 million, primarily due to (i) repayments from related parties of RMB82.3 million mainly
consisting of repayments from Zhongfu of RMB67.8 million and from Anhe of RMB10.0 million, and
(i1) repayments from independent third parties of RMB15.1 million in connection with the refund of
deposits paid to a potential supplier. These amounts were partially offset by (i) additions to and
deposits paid for property and equipment of RMB34.7 million in connection with the construction of
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the Humanity Museum at Shanghai Fu Shou Yuan in June 2010, (ii) payments to related parties of
RMB27.5 million mainly consisting of shareholder loans of RMB23.6 million from Shanghai FSY
Industry Development to Shandong FSY Deve