Share Offer

Sole Sponsor

@ Alliance Capital Partners Limited
Bl AN @ & A R 2 3

Joint Bookrunners

@ Alliance Capital Partners Limited @ ﬁ%}ﬁ%%ﬁ BEZ\E

Bl AN & B A R » 3 GRANSING SECURITIES CO., LIMITED

Joint Lead Managers

@ glia;\fe ;;pit:g P;;tn?[:: Li,zite;] @ %}ﬁﬁﬁ%ﬁ BE/AE 0 ﬁ E E I;%

GRANSING SECURITIES CO., LIMITED el R e RINIERINATIIONAL



IMPORTANT

If you are in any doubt about any of the contents of this prosp s, you should obtain independent professional advice.

Reach New Holdings Limited
MEEZRBR QA

(Incorporated in the Cayman Islands with limited liability)

LISTING ON THE GROWTH ENTERPRISE MARKET OF
THE STOCK EXCHANGE OF HONG KONG LIMITED
BY WAY OF SHARE OFFER

Number of Offer Shares : 200,000,000 Shares
Number of Public Offer Shares : 20,000,000 Shares (subject to reallocation)
Number of Placing Shares : 180,000,000 Shares (subject to reallocation)
Offer Price : Not more than HK$0.34 per Offer Share and
expected to be not less than HK$0.26 per
Offer Share (payable in full on application
plus brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange
trading fee of 0.005%, subject to refund)
Nominal value : HK$0.01 per Share
Stock code : 8471

Sole Sponsor
@ Alliance Capital Partners Limited
Bl A R E A RN F
Joint Bookrunners

@ Alliance Capitil Partners Limited @ %%}ﬁ%%ﬁ BE/AE‘I

Bl ANf & A R » 3 GRANSING SECURITIES CO., LIMITED

Joint Lead Managers

@ Alliance Capital Partners Limited @ %ﬁi%%ﬁ BE/AEI 0 @ ﬁ E‘ E B%

Bl A & & A R 2 3 GRANSING SECURITIES CO., LIMITED GUOTAI JUNAN INTERNATIONAL

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 paragraph headed “Documents delivered to the Registrar of Companies in
Hong Kong” in Appendix V to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). Neither the Securities and Futures Commission nor the
Registrar of Companies in Hong Kong takes any responsibility as to the contents of this prospectus or any of the other documents referred to above.

Prospective investors should consider carefully all the information set out in this prospectus and, in particular, should consider and evaluate the matters
discussed in the section headed “Risk factors” in this prospectus before making any investment decision in relation to our Company.

The Offer Price will not be more than HK$0.34 per Offer Share and is expected to be not less than HK$0.26 per Offer Share unless otherwise announced. The
Joint Bookrunners (for themselves and on behalf of the other Underwriters) may, with the consent of our Company, reduce the indicative Offer Price range
below that stated in this prospectus at any time prior to the Price Determination Date, which is expected to be on or around Monday, 10 July 2017, or such other
date as may be agreed between our Company and the Joint Bookrunners (for themselves and on behalf of the other Underwriters). In such case, our Company
will, as soon as practicable following the decision to make such reduction, publish the notice of such change on the website of the Stock Exchange at
www.hkexnews.hk and the website of our Company at www.sthl.com.hk.

The final Offer Price is expected to be determined by the Price Determination Agreement to be entered into between our Company and the Joint Bookrunners
(for themselves and on behalf of the other Underwriters) on the Price Determination Date. If, for any reason, our Company and the Joint Bookrunners (for
themselves and on behalf of the other Underwriters) are unable to reach any agreement on the Offer Price by the Price Determination Date, the Share Offer will
not become unconditional and will lapse immediately.

Prospective investors of the Offer Shares should note that the Joint Bookrunners (for themselves and on behalf of the other Underwriters) has the right, in its
sole and absolute discretion, to terminate the obligations of the Underwriters under the Underwriting Agreements upon the occurrence of any of the events set
out in the section headed “Underwriting — Underwriting arrangements and expenses — The Public Offer — Grounds for termination™ in this prospectus, at any
time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Should the Joint Bookrunners (for themselves and on behalf of the other Underwriters) terminate
the obligations of the Underwriters under the Underwriting Agreements in accordance with its terms, the Share Offer will not become unconditional and will
lapse immediately.

30 June 2017



CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate companies to which a
higher investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies and
should make the decision to invest only after due and careful consideration. The greater risk
profile and other characteristics of GEM mean that it is a market more suited to professional
and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities traded on the
Main Board of the Stock Exchange and no assurance is given that there will be a liquid market
in the securities traded on GEM.




EXPECTED TIMETABLE

Latest time to complete electronic applications under the HK eIPO White Form

)

service through the designated website at www.hkeipo.hk "~ ............

Application lists of the Public Offer open ... ... ... ... ................

Latest time to lodge WHITE and YELLOW Application Forms

and to give electronic application instruction to HKSCC @

Latest time to complete payment of HK eIPO White Form applications

by effecting internet banking transfer(s)................... .. ... ... ....

Application lists of the Public Offer close @ ... ... ... ..................

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

Announcement of the final Offer Price, the level of indication of interest
in the Placing, the level of applications in the Public Offer, the basis of
allocation of the Public Offer Shares to be published (a) on the website
of our Company at www.sthl.com.hk and (b) the website of

the Stock Exchange at www.hkexnews.hk on or before .................

Results of allocations in the Public Offer (with successful
applicants’ identification document numbers, where applicable)

to be available through a variety of channels ..........................

Results of allocations in the Public Offer will be available at
www.tricor.com.hk/ipo/result with a “search by ID number/Business

Registration Number” function from.......... .. ... .. .. .. .. ... .. .....

Despatch/Collection of share certificates in respect of wholly or partially
6)(7)

successful applications pursuant to the Public Offer on or about " ... ..

Despatch/Collection of HK eIPO White Form e-Auto Refund payment
instructions/refund cheques in respect of wholly successful applications
if the final Offer Price is less than the price payable on application
(if applicable) and wholly or partially unsuccessful applications pursuant

to the Public Offer on or about P® . .. . . . . ...

Dealings in the Shares on GEM to commence at 9:00 am. on..............
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........... 11:30 a.m. on

Friday, 7 July

........... 11:45 a.m. on

Friday, 7 July

.......... 12:00 noon on

Friday, 7 July

.......... 12:00 noon on

Friday, 7 July

.......... 12:00 noon on

Friday, 7 July

at or before 5:00 p.m. on
Monday, 10 July

....... Thursday, 20 July

....... Thursday, 20 July

....... Thursday, 20 July

....... Thursday, 20 July

....... Thursday, 20 July

.......... Friday, 21 July



EXPECTED TIMETABLE

the

July, 2017, being slightly longer than normal market practice of four days. The application monies
(including the brokerages, SFC transaction levies and Stock Exchange trading fees) will be held by

applicants without interest on Thursday, 20 July, 2017. Investors should be aware that the dealings in
the Shares on the Stock Exchange are expected to commence on Friday, 21 July, 2017.

The application for the Share Offer will commence on Friday, 30 June, 2017 through Friday, 7

receiving bank on behalf of the Company and the refund monies, if any, will returned to the

Notes:

In this prospectus, unless otherwise stated, all times and dates refer to Hong Kong local times and dates.

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after 11:30 a.m. on
the last day for submitting applications. If you have already submitted your application and obtained a payment 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 money) until 12:00 noon on the last day for submitting applications, when the
application lists close.

If there is a “black” rainstorm warning signal or a tropical cyclone warning signal number 8 or above is in force in Hong
Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 7 July 2017, the application lists will not open on that day.
For further information please refer to the section headed “How to apply for Public Offer Shares — 10. Effect of bad
weather on the opening of the application lists” in this prospectus.

Applicants who apply by giving electronic application instructions to HKSCC should refer to the section headed “How to
apply for Public Offer Shares — 6. Applying by giving electronic application instructions to HKSCC via CCASS” in this
prospectus.

The Price Determination Date is scheduled on Monday, 10 July 2017 (or such later date as agreed between our Company
and the Joint Bookrunners (for themselves and on behalf of the Underwriters)). If the Joint Bookrunners (for themselves
and on behalf of the Underwriters) and our Company are unable to reach an agreement on the Offer Price on the Price
Determination Date, or such later date or time as may be agreed between our Company and the Joint Bookrunners (for
themselves and on behalf of the Underwriters), the Share Offer will not become unconditional and will lapse.

Share certificates for the Offer Shares are expected to be issued on or about Thursday, 20 July 2017 but will only become
valid certificates of title provided that the Share Offer becomes unconditional in all respects and neither of the Underwriting
Agreements has been terminated in accordance with its terms before 8:00 a.m. on the Listing Date. Investors who trade the
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.

Applicants who have applied on WHITE Application Forms or through HK eIPO White Form service for 1,000,000 or
more Public Offer Shares under the Public Offer may collect their refund cheques and share certificates (if applicable) in
person from our Hong Kong Branch Share Registrar, Tricor Investor Services Limited from 9:00 a.m. to 1:00 p.m. on
Thursday, 20 July 2017. Applicants being individuals who are eligible for personal collection must not authorise any other
person to make collection on their behalf. Applicants being corporations who are eligible for personal collection must attend
by their authorised representatives bearing a letter of authorisation from their corporation stamped with the corporation’s
chop. Both individuals and authorised representatives of corporations must produce, at the time of collection, identification
and documents (where applicable) acceptable to our Hong Kong Branch Share Registrar.

Applicants who apply with YELLOW Application Forms for 1,000,000 or more Public Offer Shares under the Public Offer
may collect their refund cheques (where relevant) in person but may not collect their share certificates, which will be
deposited into CCASS for credit to their designated CCASS Participants’ stock accounts or CCASS Investor Participant
stock accounts, as appropriate. The procedures for collection of refund cheques for YELLOW Application Form applicants
are the same as those for WHITE Application Form applicants.

— iii —



EXPECTED TIMETABLE

Uncollected share certificates (if applicable) and refund cheques (if applicable) will be despatched by ordinary post and at
the own risk of the applicants shortly after the expiry of the time for collection at the date of despatch of refund cheque as
described in the section headed “How to apply for Public Offer Shares — 14. Despatch/Collection of share certificates and
refund monies” in this prospectus.

8. e-Auto Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful application
and also in respect of successful applications in the event that the final Offer Price is less than the price per Public Offer
Share payable on application. Part of your Hong Kong identity card number/passport number or if you are joint applicants,
part of the Hong Kong identity card number/passport number of the first-named applicant, provided by you may be printed
on your refund cheque, if any. Such data would also be transferred to a third party for refund purpose. Your banker may
require verification of your Hong Kong identity card number/passport number before encashment of your refund cheque.
Inaccurate completion of your Hong Kong identity card number/passport number may lead to delay in encashment of or
may invalidate your refund cheque.

Investors may obtain a printed copy of this prospectus, free of charge, during normal business
hours from any of the designated branches of the receiving bank and the designated offices of the Sole
Sponsor as set out in the section headed “How to apply for Public Offer Shares™ in this prospectus. An
electronic version of this prospectus (which is identical to the printed prospectus) can be accessed and
downloaded from the websites of our Company at www.sthl.com.hk and the Stock Exchange at
www.hkexnews.hk.

Distribution of this prospectus into any jurisdiction other than Hong Kong may be restricted by
law. Persons who come into possession of this prospectus (including agents, custodians, nominees and
trustees) should inform themselves of, and observe, any such restrictions. Any failure to comply with
such restrictions may constitute a violation of the securities laws of any such jurisdiction.

For details of the structure of the Share Offer, including the conditions of the Share Offer, and the
procedures for application for the Public Offer Shares, please refer to the sections headed ‘““Structure and
conditions of the Share Offer” and “How to apply for Public Offer Shares” in this prospectus,
respectively.

If the Share Offer does not become unconditional or is terminated in accordance with its terms, the
Share Offer will not proceed. In such case, our Company will make an announcement as soon as
practicable thereafter.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus and
therefore does not contain all the information which may be important to you. You should read this
prospectus in its entirety before you decide to invest in the Offer Shares. There are risks associated
with any investment. Some of the particular risks in investing in the Offer Shares are set out in the
section headed “‘Risk factors” in this prospectus. You should read that section carefully before you
decide to invest in the Offer Shares. Various expressions used in this section are defined in the
section headed “‘Definitions and glossary” in this prospectus.

OVERVIEW

We are an established labelling solution provider and a one-stop garment accessories manufacturer
and supplier based in the PRC. We mainly engage in the production of three types of products, which
are (i) printed products (e.g. hangtags, price tags and stickers), (ii) woven labels (e.g. woven brand
labels, woven size labels and badges) and (iii) printed labels (e.g. printed brand labels, printed size
labels and care content labels). We also source and sell other garment accessories, such as tapes,
hanging tablets, string locks, leather badge, buttons and metal products, to our customers in the PRC.
Our customers include (i) garment brand companies, (ii) sourcing companies designated by the garment
brand companies and (iii) garment manufacturers in the PRC.

A breakdown on revenue of our Group by customer types based on the amounts of our direct sales
to each customer type for FY2015 and FY2016 is summarised as below:

Customer types FY2015 FY2016
RMB’000 % RMB’000 %
Garment brand companies 1,462 1.5 4,454 4.2
Sourcing companies each designated by
a garment brand company V¢ ) 14,515 15.2 15,207 14.5
Garment manufacturers Vo’¢ 2 79,632 83.3 85,538 81.3
Total 95,609 100.0 105,199 100.0

Note 1: To the best knowledge of our Directors, none of these garment brand companies or their garment manufacturers
placed order directly with us.

Note 2: Some garment manufacturers may have their own brands but to the best knowledge of our Directors, they perform
manufacturing function. The revenue derived from such garment manufacturers amounted to approximately
RMBI1.5 million and RMB1.7 million for FY2015 and FY2016, respectively.
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Our Directors believe that our business relationship with the garment brand companies and their

designated

sourcing companies is a key factor to our success in this industry. During the Track Record

Period, we served over seven major garment brand companies and two sourcing companies contributing

over 85% of our total revenue, which covered not less than 11 overseas brands, 11 PRC brands and four

PRC and Hong Kong brands; those garment brand companies and sourcing companies may place orders

with us either directly or through garment manufacturers. The table below is a breakdown of our revenue

during the Track Record Period by those seven major garment brand companies and two sourcing

companies,

which has comprised the aggregate sales amount to each of them who placed orders to us

either directly or through garment manufacturers:

Garment brand companies/

sourcing companies FY2015 FY2016

Note RMB’000 % RMB’000 %
Customer A (1) and (2) 28,348 29.6 27,299 26.0
Jeanwest Apparels (China)

Company Limited 3) 27,034 28.3 23,595 22.4
Company — 4 3) 11,418 12.0 13,125 12.5
Company — 2 3) 15,975 16.7 10,628 10.1
Company — 1 (1) and (3) 1,358 1.4 6,754 6.4
Customer F “4) — — 2,738 2.6
Company — 5 (5) 4,151 4.3 2,405 2.3
Customer I (5) 184 0.2 1,733 1.6
Company — 3 3) 1,323 1.4 1,600 1.5
Others 5,818 6.1 15,322 14.6
Total 95,609 100.0 105,199 100.0
Notes:

It refers to a sourcing company acting solely on behalf of its respective garment brand company amongst the
transactions with our Group.

The aggregate sales amount is calculated by summing up the revenue generated from Customer A directly, which
amounted to RMB14.5 million for FY2015 and RMB15.2 million for FY2016, and Customer A’s indirect order
through its designated garment manufacturers. To the best knowledge of our Directors, as a measure of quality
control, this sourcing company placed some orders with us directly in order to monitor the quality of our products,
and in other instances through designated garment manufacturers. For details of the order arrangements, please refer
to the section headed ‘“Financial Information — Period to Period Comparison of Results of Operations —
Distribution and selling expenses™ in this prospectus.

The aggregate sales amount is calculated by summing up the sales to the designated garment manufacturers.

The sales amount represents the sales to the garment brand company directly.

The aggregate sales amount is calculated by summing up the sales to both the garment brand company and its
designated garment manufacturers. To the best knowledge of our Directors, as a measure of quality control, these

garment brand companies placed some orders with us directly in order to monitor the quality of our products, and in
other instances through designated garment manufacturers.
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For details of the above seven major garment brand companies and two sourcing companies, please

refer to the section headed “Business — Competitive strengths’ in this prospectus.

For FY2015 and FY2016, we generated a total revenue of approximately RMB95.6 million and
RMB105.2 million, respectively, while our net profit amounted to approximately RMB6.1 million and

RMB9.6 million, respectively. A breakdown on revenue, sales volume and average selling price of our

Group by product types for FY2015 and FY2016 is summarised as below:

FY2015

Sales

Product types Revenue volume

Units in

RMB’000 % thousands

Printed products 49,828 52.1 391,293

Woven labels 28,428 29.7 236,259

Printed labels 13,664 14.3 150,201

Others V') 3,689 3.9 N/A
Total 95,609  100.0

Average
selling
price

RMB

0.127
0.120
0.091

N/A

FY2016
Sales
Revenue volume
Units in
RMB’000 % thousands

51,400 489 452,690
28,395 27.0 256,665
19,741 18.8 208,907

5,663 5.3 N/A

105,199 100.0

Note: Others include tapes, hanging tablets, string locks, leather badges, buttons and metal products.

Gross profit and gross profit margin

Average
selling
price

RMB

0.114
0.111
0.095

N/A

The table below sets forth a breakdown of our Group’s gross profit and gross profit margin during

the Track Record Period by product types:

Product types

FY2015 FY2016
Gross profit Gross profit
Gross profit margin  Gross profit margin
RMB’000 % RMB’000 %
Printed products 17,241 34.6 19,239 37.4
Woven labels 9,435 33.2 10,341 36.4
Printed labels 4,567 33.4 8,597 435
Others V") 653 17.7 1,447 25.6
Total 31,896 33.4 39,624 37.7

Note: Others include tapes, string locks, leather badge, buttons and metal products.
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Our gross profit increased from approximately RMB31.9 million for FY2015 to approximately
RMB39.6 million for FY2016, representing an increase of approximately RMB7.7 million or 24.1%. Our
gross profit margin increased from approximately 33.4% for FY2015 to approximately 37.7% for
FY2016. Such increase of gross profit and gross profit margin was mainly due to overall increase in
gross profit margin from all our product types, which was mainly due to (i) the increase in revenue
which was contributed by the increase in sales volume (in terms of units sold) for our printed products,
woven labels and printed labels and (ii) the decrease of subcontracting costs for FY2016 as we had
ceased the subcontracting arrangements with our related parties in FY2016.

COMPETITIVE STRENGTHS

With over 15 years of operating history in manufacturing and sale of garment accessories, our
Directors believe that we have the following competitive strengths: (i) we have established long-standing
working relationship with different garment brand companies and the designated sourcing companies;
(i) we supply a wide range of garment accessories; (iii) we provide value-added services including
providing guidance on design and data accuracy, intellectual property protection, data management and
logistic management; and (iv) we have an experienced and professional management team. For further
details, please refer to the section headed “Business — Competitive strengths” in this prospectus.

BUSINESS STRATEGIES

Our overall business objective is to strengthen our position as an established labelling solution
provider and a one-stop garment accessories manufacturer and supplier in the PRC. To achieve this
objective, we have formulated the following major business strategies: (i) upgrading our production
facilities and digital printing technology by acquiring more printing machines; (ii) developing the
capability of applying RFID technology, which is widely adopted in the U.S. and Western Europe to
better track and control the location of products; (iii) enhancing our heat transfer printing production
facilities; (iv) upgrading our information technology systems by integrating our existing online system
into a new ERP system; and (v) expanding our sales and marketing department. For further details,
please refer to the section headed “Business — Business strategies and future plans™ in this prospectus.
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OUR BUSINESS MODEL

The diagram below shows our typical business model as well as the business relationship among
the parties:

1. Garment brand companies

2. Sourcing companies B Our Group

y

3. Garment manufacturers

Notes:
— Placing orders
----- Providing design and specification of products

------------- » Providing list of selected suppliers

Our customers can choose to directly place orders to us or they may instruct garment
manufacturers in the PRC to place their orders with us. As their selected supplier, we receive designs
and specifications from the garment brand companies and the designated sourcing companies and
manufacture the products accordingly. Further, we also provide various value-added services to our
customers in each of the pre-production stage, the production stage and the post-production stage.

OUR CUSTOMERS

For FY2015 and FY2016, sales to our Group’s five largest customers accounted for approximately
23.9% and 23.1% of our total revenue, respectively, while sales to our single largest customer accounted
for approximately 15.2% and 14.5% of our total revenue, respectively. We have developed solid
customer base with some garment brand companies and sourcing companies as we have established more
than 10 years of business relationship with them. For further details of our major customers, please refer
to the section headed “Business — Our customers” in this prospectus.

OUR SUPPLIERS
We source our major raw materials, namely, paper, yarn and ribbon from our suppliers in the PRC.

For FY2015 and FY2016, our purchase of materials and services (including subcontracting
services) from our five largest suppliers accounted for approximately 54.1% and 36.6% of our total
purchase of materials and services (including subcontracting services), respectively, while that from our
single largest supplier accounted for approximately 25.6% and 9.6% of our total purchase of materials
and services (including subcontracting services), respectively.
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We engage subcontractors to conduct certain sourcing, production and finishing and packaging
procedures (i) which we consider as more labour intensive, (ii) which involve technologies, machineries
or licences that our Group did/does not have, (iii) to accommodate specific requirements of customers
and/or (iv) for better time management and efficiency when required. Approximately RMBS8.1 million
and RMB3.7 million, representing approximately 12.8% and 5.6% of our cost of sales, were paid to
these subcontractors in FY2015 and FY2016, respectively. We place our orders with our subcontractors
on a case-by-case basis. Our Directors consider that our Group did/does not have undue reliance on any
of our subcontractors.

PRINCIPAL RISK FACTORS

Our Group’s business and financial performance may be affected by a number of factors. Some of
the major risks that may materially and adversely affect our business, financial condition and results of
operations are set out below:

° It is difficult for us to forecast future order quantities as we have not entered into long-term
contracts with our customers, who may vary the volume of purchase orders from time to
time.

° Our revenue is subject to the demand from our customers and substantial reduction in
demand from them can materially and adversely affect our financial position.

° We are subject to credit risk of different customers and there is no assurance that our
customers will always settle their outstanding balance to us in a timely manner.

° We have not entered into any long-term contract with our suppliers and we may not be able
to obtain a stable supply of raw materials at comparable terms.

° Fluctuation in the prices of raw materials may materially and adversely affect our business,
financial condition and results of operations.

° Our business requires a large number of labour and if the shortage of labour or increasing
cost of labour in the PRC persist, our financial position and results of operation would be
materially and adversely affected.

For a detailed discussion of the risk factors, please refer to the section headed ‘““Risk factors™ in
this prospectus.

INDUSTRY AND COMPETITIVE LANDSCAPE

According to the F&S Report, there are more than thousands of garment accessories manufacturers
which focus on the business of printed products, woven labels and printed labels in the PRC.
Accordingly, as of 2016, the PRC garment accessories industry was relatively fragmented, with the top
five players only occupied about 9.2% of the total market in terms of sales revenue. The sales revenue
of our Group in 2016 took a market share of 0.9% and ranked the seventh place in the PRC garment
accessories market.
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SHAREHOLDERS’ INFORMATION

Our Controlling Shareholders are Neo Concept and Mr. Lam, who is our founder, chairman and
non-executive Director of our Group. Immediately following the completion of the Share Offer and the
Capitalisation Issue (but without taking into account the options that may be granted under the Share
Option Scheme), Neo Concept and Mr. Lam shall be directly or indirectly interested in 75% of the
issued share capital of our Company. None of our Controlling Shareholders, our Directors and their
respective close associates have an interest in a business apart from our Group’s which compete or may
compete with the business of our Group and would require disclosure pursuant to Rule 11.04 of the
GEM Listing Rules. Although Mr. Lam was interested in other companies engaging in the manufacture
and sale of garment accessories during the Track Record Period, Mr. Lam and his close associate have
already disposed of their interests in these companies. For further details, please refer to section headed
“Relationship with Controlling Shareholders™ in this prospectus.

Our Group has entered into certain transactions with a party which is a connected person of our
Company, which will continue after the listing. For details, please refer to the section headed
“Connected transactions” in this prospectus.

KEY OPERATIONAL AND FINANCIAL DATA

The following table sets forth a summary of our consolidated results of our Group during the Track
Record Period, which have been extracted from, and should be read in conjunction with the section
headed “Financial information” in this prospectus and the financial information included in the
Accountants’ Report set forth in Appendix I to this prospectus, including the notes thereto.

Highlights of consolidated statement of profit or loss and other comprehensive income

FY2015 FY2016

RMB’000 RMB’000

Revenue 95,609 105,199
Cost of sales (63,713) (65,575)
Gross profit 31,896 39,624
Other income and gains 138 1,371
Distribution and selling expenses (5,602) (5,036)
Administrative expenses (17,736) (18,319)
Listing expenses — (2,294)
Profit before tax 8,696 15,346
Income tax expense (2,582) (5,715)
Profit and total comprehensive income for the year 6,114 9,631

Our revenue increased from approximately RMB95.6 million in FY2015 to RMB105.2 million in
FY2016, mainly due to (i) the increase in sales volume (in terms of units sold) slightly offset by the
decrease in average selling price per unit sold for our printed products and woven labels; (ii) the
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increase in both of sales volume and average selling price per unit sold for printed labels; and (iii) the
increase in sales by approximately RMB2.7 million in FY2016 to Customer F for FY2016, which was a
new customer and became our second largest customer in that year.

For analysis of our gross profit and gross profit margin, please refer to the paragraph headed
“Overview — Gross profit and gross profit margin” in this section.

Highlights of consolidated statement of financial position

As at 31 December

2015 2016
RMB’000 RMB’000

Assets and liabilities
Non-current assets 24,646 21,100
Current assets 39,908 46,290
Current liabilities (29,707) (21,912)
Net current assets 10,201 24,378
Non-current liability — (1,000)
Net assets 34,847 44,478

Our net current assets increased by approximately RMB14.2 million from 31 December 2015 to 31
December 2016. This was due to (i) an increase in trade receivables of approximately RMB3.8 million
as a result of our increased sales during FY2016; and (ii) an increase in bank balances and cash of
approximately RMB10.0 million.

Highlights of consolidated statement of cash flows

As at 31 December

2015 2016

RMB’000 RMB’000

Operating cash flows before movement in working capital 12,275 19,305
Net cash generated from operating activities 11,930 8,746
Net cash (used in) from investing activities (10,849) 9,755
Net cash from (used in) financing activities 3,327 (8.,454)
Net increase in cash and cash equivalents 4,408 10,047
Cash and cash equivalents at the beginning of the year 8,853 13,261
Cash and cash equivalents at the end of the year 13,261 23,308




SUMMARY

Cash and cash equivalents has increased by approximately RMB10.0 million from FY2015 to
FY2016 mainly due to the (i) net cash generated from operating activities of approximately RMBS§.7
million and (ii) net cash from investing activities of RMB9.8 million mainly resulted from disposal of
wealth management products.

Key financial ratio

FY2015/ FY2016/

As at As at

31 December 31 December

2015 2016

Current ratio 1.3 times 2.1 times
Quick ratio 1.3 times 2.0 times
Net profit margin 6.4% 9.2%
Returns on equity 17.6% 21.7%
Return on assets 9.5% 14.3%

For further details of our key operational and financial data, please refer to the section headed
“Financial information — Selected key financial ratios™ in this prospectus.

LISTING EXPENSES

Our Directors expect that our total Listing expenses, which are non-recurring in nature, will
amount to approximately HK$22.4 million (assuming the Offer Price of HK$0.30 per Offer Share, being
the mid-point of the indicative Offer Price range stated in this prospectus). Out of the total HK$22.4
million of Listing expenses, approximately HK$2.7 million had been recognised in profit or loss in
FY2016. Our Directors expect to recognise approximately HK$11.9 million in our Group’s profit and
loss accounts for the year ending 31 December 2017 and the remaining estimated Listing expenses of
approximately HK$7.8 million will be deducted from equity upon the Listing. Accordingly, the financial
results of our Group for the year ending 31 December 2017 are expected to be significantly affected by
the estimated Listing expenses. For further details, please refer to the section headed “Financial
information — Listing expenses’ in this prospectus.

RECENT DEVELOPMENT

Based on our Group’s unaudited consolidated management accounts prepared by our Directors for
the four months ended 30 April 2017, our total revenue increased by approximately 14.9% for the four
months ended 30 April 2017 compared to the same period in 2016, as compared to the industry growth
rate of 9.7% in 2016 as stated in the F&S Report. Our Directors believe that the PRC garment
accessories market is likely to have continuous growth in 2017. Our gross profit margin for the two
periods were at similar level.

Profit of our Group in FY2017 may potentially decrease as compared to that in FY2016 since our
Group has not recorded any gain on disposal of properties, plant and equipment, being non-recurring in
nature, for the four months ended 30 April 2017, apart from the impact of the listing expenses as
mentioned under the paragraph headed “Listing expenses™ in this section.
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Regarding our business development effort, we have obtained approval from a garment brand
company which is a new customer and a new brand to our Group to commence trial production in late
February 2017, which then started to process orders by the garment manufacturers designated by this
garment brand company in March 2017. This garment brand company was founded in 1980 in Hong
Kong. It first introduced its own brand in 1985 and was positioned as a specialty clothing chain
distributing men’s and women’s career wear. It is currently a multi-brand specialty retailer offering an
assortment of men’s and women’s apparel and accessories with over 700 outlets covering Hong Kong,
Macau, PRC, and a few countries in South East Asia. According to the order projections provided by
this garment brand company, our projected revenue from this garment brand company for 2017 is
expected to be around HK$2.0 million.

NO MATERIAL ADVERSE CHANGE

Save as disclosed in the paragraph headed “Listing expenses” in this section, our Directors
confirm that, up to the date of this prospectus, there has been no material adverse change in the financial
or trading position or prospects of our Group since 31 December 2016 (being the date to which the latest
audited consolidated financial statements of our Group were prepared).

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the net proceeds of the Share Offer which we will receive, assuming an Offer
Price of HK$0.30 per Offer Share (being the mid-point of the Offer Price range stated in this
prospectus), will be approximately HK$37.6 million, after deduction of the underwriting fees and
commissions and other estimated professional fees and expenses payable by us in connection with the
Share Offer. We currently intend to use such net proceeds of the Share Offer as follows:

° approximately 45.2% or HK$17.0 million for upgrading our production facilities and digital
printing technology;

° approximately 8.0% or HK$3.0 million for developing the application of RFID technology to
our products;

° approximately 16.0% or HK$6.0 million for enhancing our heat transfer printing production
facilities;

° approximately 14.1% or HK$5.3 million for upgrading our information technology systems;

° approximately 8.0% or HK$3.0 million for the expansion of our sales and marketing
department; and

° approximately 8.7% or HK$3.3 million for general working capital.

For details on how we plan to apply the net proceeds from the Share Offer, please refer to the
section headed ‘“Future plans and use of proceeds” in this prospectus.

APPLICATION FOR THE SHARE OFFER

The application for the Share Offer will commence on Friday, 30 June 2017 through Friday, 7 July,
2017, being slightly longer than normal market practice of four days. The application monies (including
the brokerages, SFC transaction levies and Stock Exchange trading fees) will be held by the receiving
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bank on behalf of the Company and the refund monies, if any, will returned to the applicants without
interest on Thursday, 20 July, 2017. Investors should be aware that the dealings in the Shares on the
Stock Exchange are expected to commence on Friday, 21 July, 2017.

FOFFER STATISTICS

The Offer Price per Offer Share is expected to be not more than HK$0.34 and is expected to be no
less than HK$0.26.

Based on the Offer Based on the Offer
Price of HK$0.26 Price of HK$0.34

per Share per Share
Market capitalisation upon Listing (Note 1) HK$208,000,000 HK$272,000,000
Unaudited pro forma adjusted consolidated net
tangible assets of our Group per Share (Note 2) RMBO0.09 RMBO.11
Notes:
1. The calculations of the market capitalisation of our Shares is based on 800,000,000 Shares in issue immediately after
completion of the Share Offer and the Capitalisation Issue.
2. The unaudited pro forma adjusted consolidated net tangible assets of our Group per Share has been arrived with

reference to certain estimation and adjustment. Please refer to Appendix II to this prospectus for further details.

DIVIDEND

For FY2015 and FY2016, there were no dividends declared. In June 2017, we declared a special
dividend of approximately RMB7.1 million to our sole Shareholder, which is expected to be settled by
cash before the Listing.

Our Group currently does not have any specific dividend policy. Dividends may be paid out by
way of cash or by other means that our Directors consider appropriate. The declaration of future
dividends will be subject to the discretion of our Board and the approval of our Shareholders and will
depend on our earnings, financial condition, cash requirement and availability and any other factors our
Directors may deem relevant. For details, please refer to the section headed ‘“Financial information —
Dividend” in this prospectus.

REASONS AND BENEFITS OF LISTING ON GEM

Our Directors believe that the Listing is beneficial to our Group in the long run due to the
following reasons:

° To capture growth opportunities of the PRC garment accessories market
° Future access to capital raising platform

° A public listing status will enhance our corporate profile
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DEFINITIONS AND GLOSSARY

In this prospectus, unless the context otherwise requires, the following expressions shall have

the following meanings.

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

“Board”

>

“business day’

6‘BVI7?
“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant(s)”

“CCASS Custodian Participant(s)”

“CCASS Investor Participant(s)”

“CCASS Participant(s)”

“close associate(s)”

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

the amended and restated articles of association of our Company,
adopted on 24 June 2017 as amended from time to time, a
summary of which is set out in Appendix III to this prospectus

has the meaning ascribed to it under the GEM Listing Rules
board of Directors

a day (other than a Saturday, Sunday or public holiday) on which
licensed banks in Hong Kong are generally open for normal
banking business

the British Virgin Islands
compounded annual growth rate

the issue of 599,999,900 Shares to be made upon capitalisation of
the amount of HK$5,999,999 standing to the credit of the share
premium account of our Company as referred to in the paragraph
headed “A. Further information about our Group — 6. Written
resolutions of our sole Shareholder passed on 24 June 2017 in
Appendix IV to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

person(s) admitted to participate in CCASS as direct clearing
participant(s) or general clearing participant(s)

person(s) admitted to participate in CCASS as custodian
participant(s)

person(s) admitted to participate in CCASS as investor
participant(s) who may be individual(s) or joint individuals or

corporation(s)

CCASS Clearing Participant(s), CCASS Custodian Participant(s)
or CCASS Investor Participant(s)

has the meaning ascribed to it under the GEM Listing Rules
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“Companies Law”’ the Companies Law (as revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time to time

“Companies Ordinance” the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified from
time to time

“Companies (Winding Up and the Companies (Winding Up and Miscellaneous Provisions)
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong), as amended,
Ordinance” supplemented or otherwise modified from time to time

“Company”’ Reach New Holdings Limited (BT A PR/ F]), an exempted

company incorporated in the Cayman Islands under the
Companies Law with limited liability on 22 January 2016

“connected person(s)” has the meaning ascribed to it under the GEM Listing Rules

“Controlling Shareholder(s)” has the meaning ascribed to it under the GEM Listing Rules and,
in the context of our Company, refers to Neo Concept and Mr.
Lam or, where the context so requires, any one of them

“core connected person(s)” has the meaning ascribed to it under the GEM Listing Rules

“Corporate Governance Code” Corporate Governance Code and Corporate Governance Report as
set out in Appendix 15 to the GEM Listing Rules

“Deed of Indemnity” the deed of indemnity dated 29 June 2017 executed by our
Controlling Shareholders in favour of our Company (for ourselves
and as trustee for each of our subsidiaries from time to time)
regarding certain indemnities as more particularly set out in the
paragraph headed “E. Other information — 1. Tax and other
indemnities” in Appendix IV to this prospectus

“Deed of Non-competition™ the deed of non-competition dated 29 June 2017 executed by our
Controlling Shareholders in favour of our Company (for ourselves
and as trustee for each of our subsidiaries from time to time),
regarding certain non-competition undertakings as more
particularly set out in the section headed “Relationship with
Controlling Shareholders — Non-competition undertaking” in this
prospectus

“Director(s)” director(s) of our Company
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“DY Apparel”

“DY Weaving”

“ERP”

“F&S” or “Frost & Sullivan”

“F&S Report”

“FY2015”
“FY2016”
“FY2017”
“GDP”
“GEM”

“GEM Listing Rules”

“GREEN Application Form(s)”

Z R CE N A BRZA 7] (Duo Yue Apparel (Huizhou) Company
Limited*), previously known as 7 K i i fifi (B M)A BRA A (Sun
Tin Lun Accessories (Huizhou) Company Limited*), a company
incorporated in the PRC with limited liability on 23 March 1999,
which was ultimately owned by Mr. Lam, Mrs. Lam, Ms. Fok and
two independent third parties as to 55%, 20.5%, 4.5%, 10% and
10% prior to 26 May 2016. Mr. Lam, Mrs. Lam and Ms. Fok
disposed of their interests in DY Apparel to Mr. Huang on 26
May 2016

Z i Gkt (M)A R/ F) (Duo Yue Weaving (Huizhou) Company
Limited*), previously known as #7 Kz CGEM)ABRA ] (Sun
Tin Lun Weaving (Huizhou) Company Limited*), a company
incorporated in the PRC with limited liability on 23 March 1999,
which was ultimately owned by Mr. Lam, Mrs. Lam, Ms. Fok, Mr
Lam’s brothers and one independent third party as to 26%, 25%,
10%, 32% and 7% prior to 26 May 2016. Mr. Lam, Mrs. Lam and
Ms. Fok disposed of their interests in DY Weaving to Mr. Huang
on 26 May 2016

enterprise resources planning

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research company

an industry report prepared by F&S and commissioned by our
Company, an extract of which is set out in the section headed
“Industry overview” in this prospectus

the financial year ended 31 December 2015

the financial year ended 31 December 2016

the financial year ended 31 December 2017

gross domestic product

the Growth Enterprise Market of the Stock Exchange

the Rules Governing the Listing of Securities on GEM, as
amended, supplemented or otherwise modified from time to time

the application form(s) to the completed by HK eIPO White
Form Service Provider designated by our Company

—14 —



DEFINITIONS AND GLOSSARY

13

“Group”’, “we, “our” or “us”

“heat transfer printing”

“HK$’7 or 113 HKD”

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch Share

Registrar™

“independent third party(ies)”

“Joint Bookrunners”

“Joint Lead Managers”

“Latest Practicable Date”

“Listing”

“Listing Date”

our Company and our subsidiaries or, where the context so
requires in respect of the period before our Company became the
holding company of our existing subsidiaries, our existing
subsidiaries

a digital printing process in which material is applied to paper (or
some other materials) by melting a coating of ribbon so that it
stays glued to the material on which the print is applied

Hong Kong dollars, the lawful currency of Hong Kong

the application of the Public Offer Shares to be issued in the
applicant’s own name by submitting applications online through
the designated website at www.hkeipo.hk

the HK eIPO White Form service provider designated by our
Company, as specified on the designated website at

www.hkeipo.hk
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited, the branch share registrar and
transfer office of our Company in Hong Kong

individual(s) or company(ies) who is/are not connected person(s)
of our Company

Alliance Capital Partners Limited and Gransing Securities Co.,
Limited

Alliance Capital Partners Limited, Gransing Securities Co.,
Limited and Guotai Junan Securities (Hong Kong) Limited

21 June 2017, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining certain
information in this prospectus prior to its publication

the listing of our Shares on GEM

the date on which dealings in our Shares first commence on GEM
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“Memorandum’ or
“Memorandum of Association”

“Mr. Lam”

“Mr. Gabi Lam”

“Mr. Huang”

“Mr. Huang Qingxi”

“Mr. Jeffrey Lam”

“Mrs. Lam”

“Ms. Fok”

“Ms. Man Yee Lam”

“Neo Concept”

“New Forest”

“Offer Price”

the amended and restated memorandum of association of our
Company adopted on 24 June 2017, as amended from time to
time, a summary of which is set out in Appendix III to this
prospectus

Mr. Lam Cheung Chuen (P2 R), our chairman, a non-executive
Director and one of our Controlling Shareholders, the father of
Mr. Gabi Lam, Mr. Jeffrey Lam and Ms. Man Yee Lam

Mr. Lam Kai Yuen (FREXJE), our chief executive officer, an
executive Director, the son of Mr. Lam, elder brother of Mr.
Jeffrey Lam and younger brother of Ms. Man Yee Lam

Mr. Huang Yasan (#HE =), the younger brother of Mrs. Lam and
a connected person of our Company

Mr. Huang Qingxi (¥J5%), the cousin of Mrs. Lam and a
connected person of our Company

Mr. Lam Kai Cheong (#KFX 2 ), an executive Director, the son of
Mr. Lam and younger brother of Mr. Gabi Lam and Ms. Man Yee
Lam

Ms. Wong Ching Yuk (#% %), the spouse of Mr. Lam and the
mother of Ms. Man Yee Lam, Mr. Gabi Lam and Mr. Jeffrey
Lam, who ceased to be a director of STL Garment Accessories on
30 November 2016

Ms. Fok Wai Man (£ 2 ), the sales director of our Group and a
member of our senior management

Ms. Lam Man Yee (#f%), the daughter of Mr. Lam and elder
sister of Mr. Gabi Lam and Mr. Jeffrey Lam

Neo Concept Holdings Limited, a company incorporated in BVI
with limited liability on 1 December 2015 and one of our
Controlling Shareholders

New Forest Company Limited, a company incorporated in BVI
with limited liability on 1 December 2015 and a direct wholly-
owned subsidiary of our Company

the offer price for each Offer Share (exclusive of any brokerage
fee, SFC transaction levy and Stock Exchange trading fee), which
is currently expected to be not more than HK$0.34 per Offer
Share and not less than HK$0.26 per Offer Share, such price to be
determined on or before the Price Determination Date
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“Offer Shares”

“Placing”

“Placing Shares”

“Placing Underwriters”

i3]

“Placing Underwriting Agreement

“PRC”

“PRC Legal Advisers”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

the Public Offer Shares and the Placing Shares

the conditional placing by the Placing Underwriters of the Placing
Shares for cash at the Offer Price, as further described under the
section headed “Structure and conditions of the Share Offer” in
this prospectus

the 180,000,000 new Shares, being offered by our Company for
subscription at the Offer Price under the Placing

the group of underwriters led by the Joint Bookrunners, who are
expected to enter into the Placing Underwriting Agreement

the conditional underwriting agreement relating to the Placing and
expected to be entered into by, among others, our Company, the
Controlling Shareholders, the executive Directors, the Sole
Sponsor, the Joint Bookrunners, the Joint Lead Managers and the
Placing Underwriters, as further described in the section headed
“Underwriting — The Placing™ in this prospectus

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

Beijing Dentons Law Offices, LLP (Shenzhen), our PRC legal
advisers

the agreement to be entered into between our Company and the
Joint Bookrunners (for themselves and on behalf of the other
Underwriters) on or around the Price Determination Date to
determine and record the Offer Price

the date, expected to be on or around Monday, 10 July 2017, or
such other date as may be agreed between our Company and the
Joint Bookrunners (for themselves and on behalf of the other
Underwriters), on which the Offer Price is determined by entering
into the Price Determination Agreement

the offer by our Company of the Public Offer Shares for
subscription to the public in Hong Kong at the Offer Price (plus
brokerage of 1%, SFC transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005%) as described in the section
headed “Structure and conditions of the Share Offer” in this
prospectus and on and subject to the terms and conditions stated
herein and in the Application Forms relating thereto
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“Public Offer Shares”

“Public Offer Underwriter(s)”

“Public Offer Underwriting
Agreement”

“Reach New”

“Regulation S

“Reorganisation”

“RFID”

“RMB” or “Renminbi”
“SFC”

“SFO”

“Share(s)”

“Share Offer”

“Share Option Scheme”

the 20,000,000 new Shares offered by our Company for
subscription at the Offer Price pursuant to the Public Offer (as
described in the section headed “Structure and conditions of the
Share Offer” in this prospectus)

the underwriter(s) of the Public Offer named in the section
headed ‘‘Underwriting — Underwriters — Public Offer
Underwriters” in this prospectus

the conditional underwriting agreement relating to the Public
Offer entered into, among others, our Company, the Controlling
Shareholders, the executive Directors, the Sole Sponsor, the Joint
Bookrunners, the Joint Lead Managers and the Public Offer
Underwriters, as further described in section headed
“Underwriting — Underwriting arrangements and expenses —
The Public Offer” in this prospectus

Reach New International Enterprises Limited (H7 % B 534 B
/v7]), a company incorporated in Hong Kong with limited
liability on 18 July 2006

Regulation S under the U.S. Securities Act

the corporate reorganisation of our Group in the preparation for
the Listing, details of which are set out in the section headed
“History, development and Reorganisation — Reorganisation” in
this prospectus

radio-frequency identification which uses electromagnetic fields
to automatically identify and track tags attached to objects

Renminbi, the lawful currency of the PRC
the Securities and Futures Commission of Hong Kong

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

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

the Public Offer and the Placing

the share option scheme conditionally adopted by our Company
on 24 June 2017, the principal terms of which are set out in the
paragraph headed “D. Share Option Scheme” in Appendix IV to
this prospectus
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“Shareholder(s)” holder(s) of the Share(s)

“Smart Trend” Smart Trend Enterprises Company Limited (587 368 A BRA
F]), a company incorporated in Hong Kong with limited liability
on 15 April 2016 and an indirect wholly-owned subsidiary of our
Company

“Sole Sponsor” Alliance Capital Partners Limited, being the sole sponsor to the
Listing and a corporation licensed under the SFO to carry on type
1 (dealing in securities) and type 6 (advising on corporate
finance) regulated activities as defined in the SFO

“STL Garment Accessories” R A R 2E R () A PR A (Sun Tin Lun Garment
Accessories (Huizhou) Company Limited*), a company
incorporated in PRC with limited liability on 31 December 2001
and an indirect wholly-owned subsidiary of our Company

“STL Apparel Accessories” B R A M € il (BN A FRA R] (STL Apparel Accessories (HZ)
Co., Ltd.), a company incorporated in PRC with limited liability
on 29 April 2007 and an indirect wholly-owned subsidiary of our
Company

“Substantial Shareholder(s)” has the meaning ascribed to it under the GEM Listing Rules and,
for the purpose of this prospectus, refers to our Shareholders
disclosed in the section headed ‘Substantial and significant
Shareholders — Substantial Shareholders™ in this prospectus or,
where the context so requires, any one of them

“Suzhou Duoyue Garment” R Z Bk i A FRA 7] (Suzhou Duoyue Garment Company
Limited*), a company incorporated in the PRC with limited
liability on 18 January 1993, which was ultimately owned by Mr.
Lam and Mrs. Lam as to 51% in aggregate prior to 22 February
2016. Mr. Lam and Mrs. Lam disposed of their interests on 22
February 2016

“Suzhou Duoyue Printing” RN T 2E [ [ 22 1 B 5 A FRZA 7] (Suzhou  Industrial  Area
Duoyue Printing Company Limited*), a company incorporated in
the PRC with limited liability on 19 February 2001, which was
owned by Mr. Huang and Mr. Huang Qingxi, both being
connected persons, as to 80% and 10%, respectively

“Sweater Garment (Huizhou)” AR RN AR A (Sweater Garment (Huizhou)
Company Limited*), a company incorporated in the PRC with
limited liability on 22 March 2005, which is owned by Sweater
Garment (HK) Limited as to 100%. Sweater Garment (HK)
Limited is beneficially owned by Mr. Lam, Mr. Huang and Mr.
Huang Qingxi, all being connected persons of our Company, as to
60%, 20% and 20%, respectively
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“sq.ft.”

“sq.m.”

“Stock Exchange”
“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Track Record Period”

“Underwriters”

9

“Underwriting Agreements

“U.S.”
“US$’7 or “USD”

“U.S. Securities Act”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

“%”

square feet

square metre

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the GEM Listing Rules
has the meaning ascribed to it under the GEM Listing Rules

the Code on Takeovers and Mergers and Share Buy-backs issued
by the SFC, as amended, supplemented or otherwise modified
from time to time

FY2015 and FY2016
the Public Offer Underwriters and the Placing Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

the United States of America
United States dollars, the lawful currency of the U.S.

the United States Securities Act of 1933, as amended, and the
rules and regulations promulgated thereunder

the application form(s) for use by the public who require such
Public Offer Shares to be issued in the applicant’s own name(s)

the application form(s) for use by the public who require such
Public Offer Shares to be deposited directly in CCASS

per cent.

Certain amounts and percentage figures included in this prospectus have been subject to rounding

adjustments. Accordingly, figures shown in totals in certain tables may not be the arithmetic

aggregation of the figures preceding them.

Any name in this prospectus marked with an * denotes an English translation of a Chinese name

and is for identification purposes only. If there is any inconsistency between the Chinese name and the

English translation, the Chinese version shall prevail.
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FORWARD-LOOKING STATEMENTS

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

° our business strategies;
° our plans of operation and business prospects;
° our capital expenditure plans;

° our business operations and financial prospects, including development plans for our business
and future cash flows;

) our future dividend and other dividend distribution plans;
° the regulatory environment of our industry in general;
° the future development in our industry;

° the global and domestic economy;

° the risks identified under the section headed “Risk factors™ in this prospectus; and
° other factors beyond our control;
The words “‘anticipate”, ‘“believe”, “could”, “estimate”, ‘“expect”, “intend”, “may”, “plan”,

“seek”, “will”, “would” and similar expressions, as they relate to our Group, are intended to identify a
number of these forward-looking statements. These forward-looking statements reflecting our current
views with respect to future events are not a guarantee of future performance and are subject to certain
risks, uncertainties and assumptions, including the risk factors described in this prospectus. One or more
of these risks or uncertainties may materialise, or underlying assumptions may prove incorrect.

Subject to the requirements of the GEM 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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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. The business,
financial condition or results of operation of our Group could be materially adversely affected by any
of these risks. The trading price of our Shares could decline due to any of these risks, and you may
lose all or part of your investment.

A number of risks and uncertainties are inherent in our operations. We have categorised these risks
and uncertainties into those relating to: (1) our business, (2) the industry, (3) the PRC; and (4) the Share
Offer. Investors should carefully consider the following factors in conjunction with the other information
contained in this prospectus.

RISKS RELATING TO OUR BUSINESS

We have not entered into long-term contracts with our customers and it is difficult for us to
forecast future order quantities.

We have not entered into long-term contracts with our customers, which from time to time place
purchase orders with us. Hence, the volume of purchase orders from our customers may vary from time
to time. It is difficult for us to forecast future order quantities and our results of operations may
fluctuate significantly in the future.

Our success depends on our customers’ continual placing purchase orders with us and our ability to
develop new customers. There is no assurance that our customers will continue to place purchase orders
with us at the same level or on similar terms which they have historically done so, or at all, in the
future, or we will be able to develop new customers. If our customers cease to place purchase orders
with us or reduce the size of the purchase orders, or we are unable to develop new customers, our results
of operations may be materially and adversely affected.

We rely on demand from our customers and our revenue may be materially and adversely affected
if demand from them decreases in the future.

Our products were mainly sold to our customers, ultimately for the use as garment accessories such
as labels for finished garments of the garment brand companies.

Our Directors anticipate that the demand for our products sourced by our customers for ultimate
use as garment accessories for finished garments of our customers will continue to represent a majority
of our revenue in the near future. In addition, our Group has not entered into long-term contracts with
our customers. There may be adverse change in the political, economic or social conditions, foreign
trade or monetary policies, or legal or regulatory requirements or taxation or tariff regime. Our
customers may not place purchase orders with us at the same level or on similar terms which they have
historically done so, or at all, in the future, such as the garment brand companies decreasing the demand
for garment or apparel products due to economic downturn, popularity of garment brands owned by
garment brand companies decreased or our products are no longer used by our customers for their
products. Our business, financial condition and results of operations may be materially and adversely
affected.
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We are exposed to credit risk of our customers. Any significant delay or defaults in payments by
our customers may materially and adversely affect our financial position and results of operations.

Our Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
customer rather than the industry or country in which the customers operate and therefore significant
concentrations of credit risk primarily arise when our Group has significant exposure to individual
customers.

During the Track Record Period, our Group’s credit terms granted to customers is generally
ranging from 30 to 90 days. Trade receivables (net of allowance for doubtful debts) of our Group
amounted to approximately RMB13.9 million, and RMB17.8 million as at 31 December 2015 and 31
December 2016, respectively. The trade receivables (net of allowance for doubtful debts) turnover days
were approximately 53.3 days and 61.7 days for FY2015 and FY2016, respectively. Up to the Latest
Practicable Date, approximately 80.3% of such trade receivables had been settled. As at 31 December
2015 and 31 December 2016, approximately 39.9% and 37.7% of the total trade receivables were due
from our Group’s five largest customers, respectively. The financial position, profitability and cash flow
of our Group depend on whether our customers are able to settle the outstanding balances owed to our
Group in a timely manner. If there is any delay or defaults in payments by the customers, the financial
position, profitability and cash flow of our Group may be materially and adversely affected.

We depend on third party suppliers of raw materials, and we may not be able to secure a stable
supply of raw materials with acceptable quality or on acceptable terms.

The success of our business depends on our ability to obtain sufficient quantities of quality raw
materials, such as paper, yarn and ribbon, on commercially acceptable terms and in a timely manner.

For FY2015 and FY2016, our purchase of materials and services (including subcontracting
services) from our five largest suppliers, in aggregate, amounted to approximately 54.1% and 36.6% of
our purchase of materials and services (including subcontracting costs) from our suppliers, respectively.
We have not entered into any long-term supply contracts with our suppliers. If any of our suppliers fails
to deliver raw materials to us in accordance with our production schedule or if we fail to identify
alternative sources of quality raw materials when needed, at acceptable prices or with the required
quantity and quality, or at all, the resulting loss of production volume may materially and adversely
affect our ability to deliver products to our customers in a timely manner, or at all, and may materially
and adversely affect our business, financial condition and results of operations.
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Increases in the prices of raw materials may materially and adversely affect our business, financial
condition and results of operations.

The key raw materials used in the production of our products are paper, yarn and ribbon. We set
out below our approximate purchase amount of paper, yarn and ribbon and their respective approximate
percentage to our total purchase amount of materials and services (including subcontracting costs) from
our suppliers during the Track Record Period.

FY2015 FY2016
RMB’000 % RMB’000 %
Paper 6,827 20.2 9,117 25.4
Yarn 2,728 8.1 2,828 7.9
Ribbon 3,164 9.4 4,278 11.9

During the Track Record Period, the average purchase price of paper, yarn and ribbon is set out

below:
FY2015 FY2016
RMB RMB
Paper (per kg) 6.7 6.8
Yarn (per kg) 23.1 23.0
Ribbon (per roll) 31.9 32.7

For details of the price trend of paper, yarn and ribbon, please refer to the section headed
“Business — Procurement” in this prospectus.

We have not adopted any hedging policy for forward purchase of paper, yarn and ribbon. The price
of these raw materials is affected by a number of factors beyond our control, such as the global demand
and supply of wood pulp, oil price, general economic condition, and environmental and conservation
related regulations. If the purchase costs of our raw material substantially increase, we may incur
additional costs to acquire sufficient quantity of these materials to meet our production needs. For
sensitivity analysis on cost fluctuation of our raw materials, please refer to the section headed
“Financial information — Change of material costs, direct labour costs and subcontracting costs —
Change in material costs” in this prospectus.

We may experience a shortage of labour or our labour costs may continue to increase.

Our production remains highly labour-intensive. As at the Latest Practicable Date, we had a total
of 328 employees (excluding our non-executive Director and executive Directors) out of which 230 were
production related employees. For FY2015 and FY2016, direct labour costs amounted to approximately
RMB16.4 million and RMB16.5 million, representing approximately 25.8% and 25.1%, respectively, of
our cost of sales. The average monthly salary for our production related employees increased from
approximately RMB5,890 for FY2015 to approximately RMB6,300 for FY2016, representing an increase
of RMB410 or 7%. Moreover, labour costs have increased in the PRC in recent years. There is no
assurance that we will not experience any shortage of labour for our production or that the costs of
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labour in the PRC will not continue to increase in the future. Furthermore, if labour costs continue to
increase in the PRC, our production costs will increase eventually and we may not be able to shift these
extra costs to our customers due to competitive pricing pressures among our competitors.

If we fail to retain our existing labour and/or recruit sufficient labour in a timely manner, we may
not be able to accommodate any increase in demand for our products. Our business, prospects, financial
condition and results of operations would be materially and adversely affected.

We engage subcontractors. Failure of such subcontractors to provide services to us or to meet our
requirements may disrupt our business operation and materially and adversely affect our
reputation, financial condition and results of operations.

During the Track Record Period, we engaged subcontractors for certain production processes. For
FY2015 and FY2016, the total amount paid to these subcontractors accounted for approximately 12.8%
and 5.6%, respectively, of our cost of sales.

We have not entered into long-term production or processing contracts with these subcontractors.
If any of our subcontractors fails to provide subcontracting services to us, or if we fail to identify
alternative subcontractors in a timely manner, at acceptable prices or with the required production or
processing quality, our business may be disrupted and our reputation, financial condition and results of
operations may be materially and adversely affected.

In addition, we are not able to monitor or manage our subcontractors directly. If our subcontractors
have not obtained all the licences, permits and approvals necessary for their operations or do not comply
with the relevant laws and regulations applicable to them, thereby ceasing to operate their production or
processing businesses, or failing to meet our production or delivery schedule or our required quality
standards and specifications. Our reputation, financial condition and results of operations may be
materially and adversely affected.

Disruptions, damage or destruction to our production facilities, equipment and machinery or other
leased properties may materially and adversely affect our business, financial condition and results
of operations.

The success of our business depends on, among other things, the continual operations of our
factory located in Huizhou, the PRC, at which our only production facilities are located. The operations
of our factory and other leased properties, may be affected by fire, flood or power failure at our leased
properties or the other units of the same building at which we are located, breakdown of equipment and
machinery at our factory, or scheduled maintenance of our equipment and machinery. The occurrence of
any unanticipated or prolonged disruptions, damage or destruction to our factory, equipment and
machinery or other leased properties may affect our ability to produce and deliver products to our
customers in a timely manner, or at all, and, as a result, our business, financial condition and results of
operations may be materially and adversely affected.
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Our financial results may be materially and adversely affected by the additional depreciation
charges of new printing machines which we intend to buy and upgraded machines which we intend
to enhance.

We plan to buy two new four-colour offset printing machines and one digital printing machine in
the first half of 2018 and the first half of 2019, to be financed by the net proceeds from the Share Offer.
Currently, our estimated budget for the purchase is approximately HK$17.0 million. For the
enhancement of heat transfer printing production facilities and adoption of RFID technology, our
estimated budget is approximately HK$5.0 million after Listing. According to our accounting policy, the
capital expenditures in connection with the new or upgraded machines will be depreciated over an
estimated life of 10 years as soon as these machines has been put into operation. As we expect that these
two new four-colour offset printing machines and one digital printing machine will be in operation in
the first half of 2018 and the first half of 2019, additional depreciation charges of approximately HK$1.7
million per annum on the relevant capital expenditures is expected to be incurred. In respect of the
enhancement of heat transfer printing production facilities and adoption of RFID technology, additional
depreciation charges for the one machine acquired in June 2017 and those to be acquired after Listing
will be approximately HK$0.5 million per annum.

Production capacity of our newly acquired machines may not be fully utilised or utilised as we
have planned.

To meet the increasing demand including quality and production lead time of our apparel label
products from garment manufacturers, we intend to buy two new four-colour offset printing machines
and one digital printing machine in the first half of 2018 and the first half of 2019 which will be
financed by the net proceeds from the Share Offer. We cannot assure that we will be able to utilise the
additional production capacity fully after our newly acquired machines commence operation. Any failure
to do so will result in our Group incurring expenses, and perhaps losses, without significant increase in
its revenue.

We are subject to the risk of system failure caused by unexpected network interruptions, security
breaches, attack by hackers or computer virus, and business interruption due to natural or man-
made disasters.

Our business operation may be affected by any failure of our information technology
infrastructure, such as our ERP system and our online system which computerises and integrates our
key operation functions and our computer system through which we can monitor various processes in
our business operations including product planning, manufacturing or service delivery, sales and
marketing, inventory management, shipping and payment. However, there is no assurance that we will
successfully maintain the satisfactory performance, reliability, security and availability of our
information technology infrastructure. Such failure may be caused by unexpected network interruptions,
security breaches, attacks by hackers or computer viruses.

Further, our operation may also be interrupted if any of our information technology infrastructure
suspends operations due to the occurrence of events such as fires, floods, hardware and software
failures, power failures, telecommunication failures, terrorist attacks or other natural or man-made
disasters.
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If any of the events mentioned above occurs, our business operation may be disrupted for an
indefinite period of time, thereby damaging our business and reputation, and materially and adversely
affecting our financial condition and results of operations.

The success of our plan on enhancing our application of heat transfer printing and RFID
technology to our products depend significantly on our ability to attract and retain competent
personnel.

We believe that our ability to attract and retain competent personnel with the experience and
knowledge in the development of the application of heat transfer printing and RFID technology is
significant to the success of our plan on enhancing our application of heat transfer printing and RFID
technology to our products. If there is a shortage of such personnel in the labour market in the PRC, we
may need to offer remuneration and other benefits above market rate in order to attract and retain such
personnel in the future. If we are unable to attract and retain suitable personnel as mentioned above, our
business plan on enhancing our application of heat transfer printing and RFID technology may not be
successful or implemented at all.

We may be subject to claims in connection with industrial accidents at our production facilities
including personal injury claims and/or administrative penalty, and our insurance coverage may
not adequately protect us against certain risk.

Due to the nature of our operations, we are subject to the risks of our employees being exposed to
industrial-related accidents at our premises. Please also refer to the section headed ‘“Business —
Environmental protection, health and work safety — Health and work safety” in this prospectus.

We cannot assure that industrial accidents, whether due to malfunctions of machinery or other
reasons, will not occur in the future at our premises and that any compensation to be paid by us will be
fully covered by our insurance policy, or at all. Under such circumstances, we may be subject to
personal injury claims and/or administrative penalty, and if we are found to be liable and a substantial
amount of damages was awarded by the court against us or substantial amount of penalty is imposed by
the governmental authority on us and the insurance coverage maintained by us is not able to cover such
payment, we may have to pay out of our own resources for any uninsured loss, damages and liabilities,
and, our business, reputation, financial condition and results of operations may be materially and
adversely affected.

We may be subject to risks in relations to the intellectual property rights of the garment brand
companies and we may be exposed to claims in respect of the infringement of third party
intellectual property rights.

The success of our business relies heavily upon our ability to protect the intellectual property
rights of the garment brand companies (concerning mainly product design and specifications) that came
into our possession for the production of our products. We cannot give assurance that our measures
intended to protect the above-mentioned intellectual property rights are sufficient in preventing any
possible infringement by third parties, or any possible leakage of confidential information relating to
these intellectual property rights by our staff who have access to such information.
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Therefore, there is no assurance that we will be able to sufficiently protect the intellectual property
rights of the garment brand companies. If confidential information relating to the garment brand
companies that come into our possession during the course of production of products is leaked out by
our staff, our reputation and business relationship with our customers may be materially and adversely
affected.

Further, under our business model, we cannot ensure that the designs provided by our customers
will not infringe any third party’s intellectual property rights, and in case of infringement, we may be
subject to claims by such third parties. There is no indemnity provision in the contract entered into
between our customers and us, which would entitle us to claim indemnity from our customers in the
event of infringement. If our products are proved to have infringed any third party intellectual property
rights, we may be required to compensate the owner of the intellectual property right for the damages
suffered as a result of the infringement or to pay a fine for such infringement. We confirm that during
the Track Record Period, we did not receive any claim related to any alleged intellectual property right
infringement against us. Nevertheless, there is no assurance that we will not face such claims in future.
In such event, our business may be materially and adversely affected. For details of our internal control
measures, please refer to the section headed “Business — Risk management and internal control” in this
prospectus.

The properties in which we carry out our operations are all leased properties. We are exposed to
the risks associated with the real estate rental market.

All the properties occupied by us for our operations, namely, premises for factory and office are
leased. For FY2015 and FY2016, our operating lease expenses amounted to approximately RMB3.7
million and RMB2.8 million, respectively.

The leases of premises for factory and office are mainly for a term of two to three years expiring
in 2018 and 2019. The leases of our office in Hong Kong are not subject to an option to renew while the
leases of our factory in the PRC are subject to our preferential rights to lease. There is no assurance that
the rental expenses for our leased properties will not increase significantly, or we will be able to renew
the tenancy agreements on commercially acceptable terms, or at all. In addition, there is no assurance
that the tenancy agreements will not be terminated before their expiration. Termination of our leases
may occur beyond our control, such as breaches of the tenancy agreements by the landlord(s). Moreover,
as the leases of our factory in the PRC are subject to mortgage, if there is any default by the landlord(s),
who is/are the mortgagor(s) of the said leased properties, the relevant mortgagee is entitled to enforce
the terms of the mortgage against the landlord(s) by, among others, taking possession of the relevant
leased properties and evicting our Group from the property without paying any compensation or
incurring any liability to our Group, even if the landlord(s) agree to compensate us when the aforesaid
events occur. If any of these events occurs, we may need to relocate to alternative properties.
Relocations of any of our leased properties may cause disruptions to our operations and require
significant expenditure. In addition, we may not be able to relocate to alternative properties with
comparable lease terms at a comparable location. Any significant increase in rental expenses or our
incurring relocation expenditure may materially and adversely affect our operating cash flows. As a
result, our business, financial condition and results of operations may be materially and adversely
affected.
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Our success depends on our ability to attract, retain and motivate our senior management team
and other staff.

The talent, experience and leadership of our key executives and senior management team are
critical to the success of our business. In particular, our executive Directors, Mr. Gabi Lam and Mr.
Jeffrey Lam, have been pivotal to our success and we rely heavily on their continual service. In addition,
other members of our senior management team also have substantial experience and expertise in our
business and have made significant contributions to our growth and success. For details of the
background and experience of our Directors and senior management, please refer to the section headed
“Directors and senior management” in this prospectus. There is no assurance that these key executives
and members of senior management will not voluntarily terminate their employment with us.
Consequently, we may not be able to easily or quickly replace lost personnel and we may incur
additional expenses to recruit, train and retain new hires. The unexpected loss of service of one or more
of these individuals without a timely and suitable replacement may have a material adverse effect on our
operations and prospects.

Moreover, if any of our executive officers or key employees joins a competitor or forms a
competing company, we may lose consumers, suppliers, know-how and key professionals and staff
members.

We may be subject to potential labour disputes and labour strikes

We may be subject to the risk of potential labour disputes and labour strikes. As at the Latest
Practicable Date, we have 326 and two full-time employees in the PRC and Hong Kong, respectively,
excluding our non-executive Director and executive Directors. Whilst our employees did not go on a
strike during the Track Record Period, we cannot guarantee that our employees will not request for wage
increase at a level higher than our expectation and go on strikes. These potential disputes and labour
strike could result in work stoppage or other events that could disrupt our operations, which could have
a material adverse effect on our reputation, business, results of operation and financial conditions.

We may be subject to product liability claims if the use of our products has resulted in bodily
injuries, property damage or other losses to our customers or the consumers of our customers’
end-products.

We may face product liability claims from our customers or the consumers of our customers’ end-
products on the grounds that the use of our products has resulted in their bodily injuries, property
damage or other losses. The occurrence of such problems may result in recalls of our products and
significant damage to our reputation. We cannot ensure that such incidents will not occur in the future.
We may incur legal liabilities and have to compensate consumers or customers for any loss or damage
they suffer in respect of valid product liability claims. We may also have to spend significant resources
and time to defend ourselves if legal proceedings for product liability are instituted against us. In
addition, adverse publicity from these types of concerns, whether valid or not, may discourage customers
from purchasing our products. If customers lose confidence in our products, we may experience long-
term declines in our sales, which may have a material adverse effect on our business, financial condition
and results of operations.
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We may not have insurance coverage that is adequate to cover potential liabilities or losses.

As at the Latest Practicable Date, we maintained insurance policies to protect us against bodily
injury and property damage claims, property all risks insurance for our inventories, property, plant and
equipment, employees’ compensation insurance and medical insurance for our employees. We or our
Directors or senior management may be exposed to claims for which no insurance policies have been
maintained by us. In addition, despite our insurance coverage on our machines, inventories and motor
vehicles, there may be circumstances for which we would not be covered adequately, or at all. If we
incur substantial losses or liabilities and our insurance coverage is unavailable or inadequate to cover
such losses or liabilities, our business, financial condition and results of operations may be materially
and adversely affected.

Our operations and our production facilities are in the PRC and our revenue was largely
generated in the PRC. Our business is susceptible to any material deterioration in the economic,
political and regulatory environment in the PRC.

Substantially all our operations and our production facilities are in the PRC. All of our sales were
generated in the PRC during the Track Record Period. We expect that the PRC will continue to be our
place of operations. Accordingly, if it experiences any adverse economic, political or regulatory
conditions in the PRC due to events beyond our control, such as local economic downturn, natural
disasters, contagious disease outbreaks, terrorist attacks, or if the government adopts regulations that
place restrictions or burdens on us or on our industry in general, our business, financial condition,
results of operations and prospects may be materially and adversely affected. In addition, we do not
have business presence in overseas jurisdictions, and may have difficulties in relocating our entire
business operations to other geographic markets if there is any material deterioration in the economic,
political and regulatory environment in the PRC.

We may not be able to maintain our profit margins in the future.

We achieved gross profit margin of approximately 33.4% and 37.7% respectively for FY2015 and
FY2016. For the same period, our net profit margin was approximately 6.4% and 9.2%, respectively.
Please refer to the section headed ‘““Financial information — Period to period comparison of results of
operation — Gross profit and gross profit margin” in this prospectus for the reasons of the fluctuations
of our profit margins. As our profitability is dependent on, among other factors, the market competition
and the market demands for our customers’ products, there is no assurance that we will be able to
maintain such gross profit margin or net profit margin in the future at a similar level as that in the Track
Record Period.

Our historical financial information may not necessarily reflect our performance in the future.

For FY2015 and FY2016, our total revenue amounted to approximately RMB95.6 million and
RMB105.2 million, respectively, with gross profit amounted to approximately RMB31.9 million and
RMB39.6 million, respectively. However, such historical financial information is merely an analysis of
our past performance, it does not reflect the performance of our business in the future, nor does it have
any positive implication. Instead of our historical financial information, the future performance of our
business depends on our capabilities to secure new business opportunities and keeping our costs at a
minimum, and other factors which may be beyond our control.
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We may not be able to successfully implement our future expansion plans in time, or achieve the
anticipated results.

Details of our objective, strategies and future plans are set out under the sections headed ‘““Future
plans and use of proceeds” and the “Business — Business strategies and future plans” in this
prospectus. The successful implementation of our business plans depends on a number of factors, such
as the continual growth of the market for garment accessories manufacturing, customers’ demands,
competitive landscape, and developments in the political, economic or social conditions in the PRC. All
of these factors are beyond our control. Our future expansion plans are based on circumstances currently
known to our Directors and certain assumptions. There is no assurance that we will be able to implement
our business plans as scheduled nor that any such plans will be as successful as contemplated by us. Any
failure or delay in achieving any or all of our business plans may have a material adverse effect on our
business, financial condition, results of operations and prospects.

We may need additional capital to fund the expansion plan and growth in the future, which we
may not be able to obtain on acceptable terms, or at all.

We may need additional capital to fund our capital expenditure associated with our expansion plan
such as the proposed acquisition of two new four-colour offset printing machines and one digital
printing machine, development of the application of RFID technology to our products, enhancement of
our heat transfer printing production facilities, the expansion of our sales team and the upgrade of our
information technology systems. There is no assurance that we will generate sufficient cash flow from
our operating activities for our intended expansion plan. If we do not have sufficient operating cash flow
for our intended expansion plan, we will need to obtain alternative financing. There is no assurance that
we will be able to obtain adequate financing on acceptable terms, or at all. Our ability to obtain
additional capital on acceptable terms will be subject to a variety of uncertainties, including:

° investor perceptions of and appetite for securities of companies engaged in the garment
accessories industry;

° conditions in the capital and financial markets in which we may seek to raise funds;
° our future cash flows, financial condition and results of operations; and
° economic, political and other conditions in Hong Kong, the PRC and the rest of the world.

We may be required to scale down our planned capital expenditures, which may materially and
adversely affect our ability to achieve economies of scale and implement our planned growth strategy. If
we raise additional funding, we will incur interest and debt repayment obligations. The terms of any
future debt facilities may also impose restrictive covenants that may restrict our business and operations
or result in dilution of shareholding of our Shareholders in the case of equity financing. Our inability to
raise additional funds in a timely manner and on terms favourable to us, or at all, may have a material
adverse effect on our business, financial condition, results of operations and prospects.
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RISKS RELATING TO THE INDUSTRY
We face intense competition in the garment accessories industry in the PRC.

There is no specific market entry barrier for the garment accessories business which our Group is
engaged in and on the whole it is also not subject to any major restrictions for market entry. Market
players in the garment accessories face global competition, where our Group faces more direct
competition in the PRC. According to the F&S Report, the garment accessories industry in the PRC was
relatively fragmented and there are more than thousands of garment accessories manufacturers which
focus on the business of printed products, woven labels and printed labels in the PRC. Competition may
affect our Group’s sales and the price of products, which will, in turn, affect the profitability of the
business. As such, our Group is expected to face competition from existing and new players in the
garment accessories industry in the PRC, which may have stronger financial resources and larger in size
in the industry.

Competition from existing and new players may exert pressure on the price of our Group’s
products. The success of our Group depends on its ability to compete effectively against these
competitors in terms of product quality, customer service, pricing, our ability to implement production
schedules flexibly that meet customer needs, and technical development expertise. There is no assurance
that our Group will continue to compete successfully in the future, and if our Group fails to do so, its
business, financial condition and results of operations would be materially and adversely affected.

If we fail to keep up with the pace of technological developments in the garment accessories
industry, we may lose our competitiveness.

Constant refinements to offset printing presses and related machinery and the introduction of new
technologies are continually improving the quality, productivity, safety, speed, reliability and energy
efficiency within the garment accessories manufacturing industry. The ability to print faster and more
cost effectively offers garment accessories manufacturers a competitive edge. Technological
improvements and increases in the level of automation, not only in the printing production process but
also in the pre- and post-printing production stages, offer users cost savings on raw materials, time and
labour, and reduce human error while enhancing product quality. If our Group is not able to upgrade our
technologies to meet customers’ demands, our business, competitiveness, financial condition and results
of operations may be materially and adversely affected.

We may lose our customers if our customers move their factories from the PRC.

According to the F&S Report, our Group faces competition mainly from garment related and
printing companies in the PRC and other South East Asian countries in which the garment manufacturers
are located and they have the financial resources, expertise and sales networks comparable to those of
our Group. There was a trend of PRC garment manufactures moving their factories from the PRC to
South East Asian countries with lower labour costs such as Cambodia. As a result, these companies may
also source their garment accessories locally in those countries. If our customers move their factories
from the PRC to other places, we may lose our customers and our financial conditions and results of
operations may be materially and adversely affected.
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We may be materially and adversely affected by the demand of environmental groups on excessive
printing materials.

Recently, environmental groups have demanded corporations to reduce the use of printing
materials. If corporations respond proactively to such a request and reduce the use of printing and
packaging materials, our business, financial condition, results of operations and prospects may be
materially and adversely affected.

Natural disasters, acts of war, political unrest and epidemics, which are beyond our control, may
cause damage, loss or disruption to our business.

Natural disasters, acts of war, political unrest and epidemics, which are beyond our control, may
materially and adversely affect the economy, infrastructure and livelihood of the people of the PRC. Our
business, financial condition, results of operations and prospects may be materially and adversely
affected if such natural disasters occur in places where we operate or where our products are sold,
whether directly or indirectly. Political unrest, acts of war and terrorist attacks may cause damage or
disruption to us, our employees, our subcontractors, our garment manufacturing customers, garment
brand companies using our products and our markets, any of which may materially and adversely affect
our sales, cost of sales, overall results of operations and financial condition. The potential for war or
terrorist attacks may also cause uncertainty and cause our business to suffer in ways that we cannot
currently predict. In addition, certain Asian countries, including the PRC, have encountered epidemics,
such as SARS or incidents of the avian flu. Past occurrences of epidemics have caused different degrees
of damage to the economies in the PRC. A recurrence of an outbreak of SARS, avian flu or any other
similar epidemic could cause a slowdown in the levels of economic activity generally, which, in turn,
may materially and adversely affect our results of operations and the price of our Shares.

RISKS RELATING TO THE PRC

Our Group’s business could be materially and adversely affected by changes in economic, political
and social conditions in the PRC, as well as by changes in policies adopted by the PRC
government.

All of our Group’s assets and operations are located in the PRC. As a result, our Group’s business,
results of operations, financial condition and prospects are subject to economic, political, legal and
social conditions in the PRC.

Although the PRC’s economy has been transitioning from a planned economy to a more market-
oriented economy for more than three decades, the PRC government has retained significant control over
economic growth by owning a significant portion of productive assets, allocating resources, controlling
capital investment, reinvestment and foreign exchange, setting monetary policies and offering
preferential treatment to particular industries or companies. In recent years, the PRC government has
implemented economic reform measures emphasising the use of market forces to drive economic
development.
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These economic reform measures may be adjusted, modified or applied inconsistently from
industry to industry, or across different regions of the country. As a result, some of these measures may
benefit the overall PRC economy but have a negative effect on the industry in which our Group
operates. All of these factors could materially and adversely affect its business, results of operations,
financial condition and prospects.

Uncertainties in China’s legal system could materially and adversely affect our Group.

Our Group’s operations are subject to PRC laws and regulations. China’s legal system is based on
written statutes. Prior court decisions may be cited for reference but have limited precedential value.
Since the late 1970s, China has promulgated laws and regulations dealing with economic matters, such
as the issuance and trading of securities, shareholder rights, foreign investment, corporate organisation
and governance, commerce, taxation and trade.

However, many of these laws and regulations are relatively new and evolving, and are subject to
different interpretations and may be inconsistently implemented and enforced. In addition, limited
volumes of published court decisions may be cited for reference, but such cases have limited
precedential value as they are not binding on subsequent cases. These uncertainties relating to the
interpretation, implementation and enforcement of these laws and regulations and a system of
jurisprudence that gives only limited precedential value to prior court decisions can affect the legal
remedies and protections available to you and adversely affect the value of your investment.

Our Company is a holding company and relies on dividend payments from our PRC subsidiary.

We are a holding company and rely principally on dividends paid by our PRC subsidiary which
carry out our operation to make dividend payments and other distributions in cash, pay expenses, service
any debts incurred, and finance the needs of other subsidiaries. The ability of our PRC subsidiaries to
pay dividends or other distributions to us may be subject to their earnings, financial positions, cash
requirements and availability, applicable laws, rules and regulations, and restrictions on making
payments to our Company contained in financing or other agreements. If our PRC subsidiaries incur debt
in their own names in the future, the instruments or agreements governing the debt may restrict them
from declaring dividends or making other distributions to us, which could in turn restrict our ability to
fund our business operations and to pay dividends to our Shareholders. Our Company’s future
declaration of dividends may not reflect our historical declarations of dividends and will be at the
absolute discretion of our Board.

Furthermore, applicable PRC laws, regulations and rules permit payment of dividends by our PRC
subsidiary only out of its accumulated retained earnings, if any, determined in accordance with PRC
accounting standards. Our PRC subsidiaries are required to set aside a certain percentage of their after
tax profits based on PRC accounting standards to their statutory reserves in accordance with the
requirements of relevant PRC laws and provisions in their articles of associations. As a result, our PRC
subsidiaries may be restricted in their abilities to transfer a portion of their net income to us whether in
the form of dividends, loans or advances. These restrictions and requirements could reduce the amount
of distributions that we receive from our subsidiaries, which would restrict our ability to fund our
operations, generate income, pay dividends and service our indebtedness. Moreover, these limitations on
the flow of funds between and amongst us and our PRC subsidiaries could restrict our ability to respond
to changing market conditions or appropriately allocate funds to our PRC subsidiary in a timely manner,
or at all.
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RISKS RELATING TO THE SHARE OFFER

There has been no prior public market for our Shares and their liquidity and market price may be
volatile.

Prior to the Share Offer, there was no public market for our Shares. A listing of, and the
permission to deal in, the Shares on the Stock Exchange, do not guarantee that an active trading market
for our Shares will develop or, if it does develop, will be sustained following the Share Offer.
Furthermore, the price and trading volume of our Shares may be volatile. There are many factors which
may affect the volume and price at which our Shares will trade.

Purchasers of Shares will experience dilution if we issue additional Shares in the future.

We may issue additional Shares or equity-related securities in the future to raise additional funds,
finance acquisitions or for other purposes. If we issue additional Shares or equity-related securities in
the future, the percentage ownership of our existing Shareholders may be diluted. In addition, such new
securities may have preferred rights, options or pre-emptive rights that make them more valuable than or
senior to the Shares.

There may be a dilutive effect on the earnings per Share associated with the Share Option Scheme
and an impact on future earnings.

We conditionally adopted the Share Option Scheme under which options to acquire Shares may be
granted after completion of the Share Offer. Details of the Share Option Scheme are set out in the
paragraph headed “D. Share Option Scheme” in Appendix IV to this prospectus.

The issue of Shares upon the exercise of any options which may be granted under the Share Option
Scheme will result in an increase in the number of Shares in issue and may result in the dilution of the
percentage of ownership of our Shareholders, the earnings per Share and net asset value per Share.

Our Controlling Shareholders have substantial influence over us and our Controlling
Shareholders’ interests may not be aligned with the interests of our other Shareholders.

Immediately after completion of the Share Offer and the Capitalisation Issue (without taking into
account any Shares that may be allotted and issued upon the exercise of the options that may be granted
under the Share Option Scheme), our Company will be owned as to 75% by Neo Concept, which is
wholly owned by Mr. Lam. Neo Concept and Mr. Lam are regarded as our Controlling Shareholders
under the GEM Listing Rules. As such, our Controlling Shareholders will have substantial influence
over our business, including decisions regarding mergers, consolidations and the sale of all or
substantially all of our assets, election of Directors and other significant corporate actions. This
concentration of ownership may discourage, delay or prevent a change in control of our Company, which
could deprive our Shareholders of an opportunity to receive a premium for their Shares in a sale of our
Company or may reduce the market price of our Shares. These actions may be taken even if they are
opposed by our other Shareholders, including those who obtained Shares in the Share Offer. In addition,
the interests of our Controlling Shareholders may differ from the interests of our other Shareholders.
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You may not have the same protection of your Shareholder rights under Cayman law comparing
to what you would have under Hong Kong law.

Our corporate affairs are governed by the Memorandum and Articles, the Companies Law, and the
common law of the Cayman Islands. The rights of Shareholders to take action against the Directors, the
rights of minority Shareholders to institute actions 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. Decisions of the superior courts of England
constitute persuasive authority in the Cayman Islands courts. The laws of the Cayman Islands relating to
the protection of the interests of minority shareholders differ from those under statues and judicial
precedent in existence in Hong Kong and other jurisdictions. Such differences may mean that the
remedies available to our minority Shareholders may be different from those they would have under the
laws of Hong Kong or other jurisdictions. Please refer to the paragraph headed “Cayman Islands
Company Law” in Appendix III to this prospectus for further information.

There can be no assurance if and when we will pay dividends in the future.

Distribution of dividends shall be formulated by our Board at their discretion and, for final
dividends, will be subject to Shareholders’ approval. A decision to declare or to pay any dividends and
the amount of any dividends will depend on various factors, including but not limited to our results of
operations, financial condition, cash flows, working capital, operating and capital expenditure
requirements, distributable profits as determined under HKFRSs, our Articles of Association, market
conditions, our strategic plans and prospects for business development, contractual limits and
obligations, payment of dividends to us by our operating subsidiaries, taxation, and any other factors
determined by our Board from time to time to be relevant to the declaration or suspension of dividend
payments. No dividend were declared for FY2015 and FY2016. In June 2017, we declared a special
dividend of approximately RMB7.1 million to our Shareholders, which is expected to be settled before
the Listing. There can be no assurance whether, when and in what form we will pay dividends in the
future. Therefore, our historical dividend distributions are not indicative of our future dividend
distribution policy. Please refer to the section headed “Financial information — Dividend” in this
prospectus for further details.

The PRC government control on currency conversion and changes in the exchange rate between
RMB and other currencies could negatively affect our ability to pay dividends.

The PRC government control on currency conversion and changes in the exchange rate between
RMB and other currencies could negatively affect our ability to pay dividends. RMB is not currently a
freely convertible currency and our Group needs to convert RMB into foreign currency for payment of
dividends, if any, to our Shareholders. Our PRC subsidiaries are subject to the PRC rules and regulations
on currency conversion. In the PRC, The State Administration of Foreign Exchange of the PRC (F13E A
B L B [ 4 AP FE A 3L JR)) (“SAFE”) regulates the conversion of RMB into foreign currencies. Foreign
invested enterprises (“FIEs”) are required to apply to SAFE or its local branches for Foreign Exchange
Registration Certificates.

Under relevant PRC foreign exchange laws and regulations, payment of current account items,
including profit distributions and interest payment, is permitted to be made in foreign currencies without
prior government approval but is subject to certain procedural requirements. Strict foreign exchange
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control continues to apply to capital account transactions, which must be approved by and/or registered
with SAFE. We cannot assure you that the PRC regulatory authorities will not impose further
restrictions on foreign exchange transactions for current-account items, including payment of dividends.

Furthermore, in 2005, China revalued the exchange rate of the RMB to USD and abolished the
RMB to peg as applied in the past. We cannot assure you that in the future China will not revalue RMB
or permit its substantial appreciation and/or depreciation. Any change in the value of RMB may
adversely affect the growth of the PRC economy and competitiveness of various industries in the PRC,
including the industry in which our Group operates, which could in turn affect the financial condition
and operations of our Group.

Sale, or perceived sale, of substantial amounts of our Shares in the public market may materially
and adversely affect the prevailing market price of our Shares.

The Shares held by our Controlling Shareholders are subject to certain lock-up periods after the
date on which trading in our Shares commences on the Stock Exchange, details of which are set out in
the section headed ‘“Underwriting” in this prospectus. Our existing Shareholders (including our
Controlling Shareholders) may dispose of Shares that they may own now or in the future. Sales of
substantial amounts of our Shares in the public market, or the perception that these sales may occur,
may materially and adversely affect the prevailing market price of our Shares.

There can be no assurance on the accuracy or completeness of certain facts, forecasts and other
statistics obtained from various government publications, market data providers and other
Independent Third Party sources, including the industry consultant report, contained in this
prospectus.

Certain facts, forecasts and other statistics relating to the economy and the garment accessories
manufacturing industry contained in this prospectus have been derived from various government
publications, market data providers and other independent third-party sources, including F&S, and
generally are believed to be reliable. However, we cannot guarantee the accuracy and completeness of
such information. These facts, forecasts and other statistics have not been independently verified by us,
the Sole Sponsor, any of the Underwriters, their or our respective directors and advisers or any other
parties involved in the Share Offer and none of them makes any representation as to the accuracy or
completeness of such information. Furthermore, such facts, forecasts and other statistics may not be
prepared on a comparable basis or may not be consistent with other information compiled within or
outside Hong Kong or available from other sources. For these reasons, you should not place undue
reliance on such information as a basis for making your investment in our Shares.

Investors should read the entire prospectus carefully and should not consider any particular
statements in published media reports without carefully considering the risks and other
information contained in this prospectus.

Prior to the publication of this prospectus, there may have been press articles and media coverage
regarding us and the Share Offer which might include certain financial information, financial
projections, and other information about us which do not appear in this prospectus. Such information
might not be sourced from or authorised by us, and as such, we do not accept any responsibility for the
accuracy or completeness of such information. We cannot guarantee and make no representation as to
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the appropriateness, accuracy, completeness or reliability of such information. Potential investors are
therefore cautioned to read this prospectus in its entirety and to make their investment decisions based
solely on the information contained in this prospectus.

Forward-looking information may be inaccurate.

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

terminology such as “aim”, ‘“estimate”, “anticipate”, ‘“believe”, ‘“continue”, “could”, “expect”,
“intend”, “may”’, “might”, “plan”, ‘“consider”, “potential”’, “propose”, ‘‘seek’, “ought to”,
“should”, “will” and “would” or similar expressions, or their negatives. Those statements include,

among other things, the discussion of our growth strategy and the expectations of our future operation,
liquidity and capital resources.

Purchasers of our Shares are cautioned that reliance on any forward-looking statement involves
risks and uncertainties and that any or all of those assumptions could prove to be inaccurate and as a
result, the forward-looking statements based on those assumptions may prove inaccurate. The
uncertainties in this regard include those identified in the risk factors discussed above. In light of these
and other uncertainties, the inclusion of forward-looking statements in this prospectus should not be
regarded as representations or warranties by us that our plans and objectives will be achieved and these
forward-looking statements should be considered in light of various important factors, including those
set out in this section. We do not intend to update these forward-looking statements in addition to our
continuing disclosure obligations pursuant to the GEM Listing Rules or other requirements of the Stock
Exchange. Investors should not place undue reliance on such forward-looking information. Please refer
to the section headed “Forward-looking statements” in this prospectus.
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WAIVER FROM STRICT COMPLIANCE WITH THE GEM LISTING RULES

In preparation for the Listing, we have sought the following waiver from strict compliance with the
relevant provisions of the GEM Listing Rules.

Continuing connected transactions

We have entered into transactions which would constitute continuing connected transactions under
the GEM Listing Rules subject to reporting, annual review and announcement requirements but exempt
from independent shareholders’ approval requirements under Chapter 20 of the GEM Listing Rules after
the Listing. We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a
waiver pursuant to Rule 20.103 of the GEM Listing Rules from strict compliance with the announcement
requirement under rule 20.33 of the GEM Listing Rules for such continuing connected transactions.
Further information of such continuing connected transactions and the conditions of the waiver is set
forth in the section headed “Connected transactions” in this prospectus.
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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 GEM Listing Rules for the purpose of giving
information with regard to our Group. 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 herein or this prospectus misleading.

INFORMATION ABOUT THE SHARE OFFER

The Offer Shares are offered solely on the basis of the information contained and representations
made in this prospectus. No person is authorised in connection with the Share Offer to give any
information, or to make any representation not contained in this prospectus, and any information or
representation not contained herein must not be relied upon as having been authorised by our Company,
the Sole Sponsor, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, and any of their
respective directors or any other person involved in the Share Offer.

The following information is provided for guidance only. Prospective applicants for the Offer
Shares should consult their financial advisers and take legal advice, as appropriate, to inform themselves
of, and to observe, all applicable laws and regulations of any relevant jurisdiction. Prospective
applicants for the Offer Shares should inform themselves as to the relevant legal requirements of
applying and any applicable exchange control regulations and applicable taxes in the countries of their
respective citizenship, residence or domicile.

THE SHARES ARE FULLY UNDERWRITTEN

This prospectus is published in connection with the Share Offer which comprises the offer of
200,000,000 Shares by our Company for subscription at the Offer Price.

The Share Offer is sponsored by the Sole Sponsor and managed by the Joint Bookrunners. For
details of the structure and conditions of the Share Offer, please refer to the section headed ‘““Structure
and conditions of the Share Offer” in this prospectus.

The Offer Shares are fully underwritten by the Underwriters subject to the terms and conditions of
the Underwriting Agreements. For further details of the underwriting arrangements, please refer to the
section headed “Underwriting” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

No action has been taken to permit any offer of the Offer Shares or the distribution of this
prospectus in any jurisdiction other than Hong Kong. Accordingly, this prospectus may not be used for
the purpose of, and does not constitute, an offer or invitation, nor is it calculated to invite or solicit
offers in any jurisdiction or in any circumstance in which such an offer or invitation is not authorised or
to any person to whom it is unlawful to make such an offer or invitation. The distribution of this
prospectus and the offer of the Offer Shares in other jurisdictions are subject to restrictions and may not
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be made except as permitted under the securities laws, rules and regulations of such jurisdiction pursuant
to registration with or authorisation by the relevant securities regulatory authorities or an exemption
therefrom.

The Offer Shares are offered for subscription solely on the basis of the information contained and
the representations made in this prospectus. As far as the Share Offer is concerned, no person is
authorised in connection with the Share Offer to give any information or to make any representation not
contained in this prospectus, and any information or representation not contained herein shall not be
relied upon as having been authorised by our Company, the Sole Sponsor, the Joint Bookrunners, the
Joint Lead Managers, the Underwriters, any of our/their respective directors or any other parties
involved in the Share Offer.

Each person acquiring the Offer Shares will be required to, or be deemed by his/her/its acquisition
of the Offer Shares, to confirm that he/she/it is aware of the restrictions on the offer and sale of the
Offer Shares described in this prospectus and that he/she/it is not acquiring, and has not been offered
any Offer Share, in circumstances which contravene any such restrictions.

Prospective investors should consult their professional advisers and take advice, as appropriate, to
inform themselves of, and to observe, all applicable laws, rules and regulations of any relevant
jurisdiction. Prospective investors should inform themselves as to the relevant regulatory requirements
of investing in the Offer Shares and any applicable exchange control regulations in the jurisdictions of
their respective citizenship, residence or domicile.

STRUCTURE AND CONDITIONS OF THE SHARE OFFER

For further details of the Share Offer, please refer to the section headed “Structure and conditions
of the Share Offer” in this prospectus.

APPLICATION FOR LISTING ON GEM

Application has been made to the Stock Exchange for the listing of, and permission to deal in, the
Shares in issue and to be allotted and issued as mentioned in this prospectus.

None of our Company or any of our subsidiaries is presently listed on any stock exchange on
which any part of the equity or debt securities of our Company or any of our subsidiaries is listed or
dealt in or on which listing or permission to deal is being or is proposed to be sought.

DEALING ARRANGEMENTS

Dealings in the Shares on GEM are expected to commence on or about Friday, 21 July 2017.
Shares will be traded in board lots of 10,000 Shares each.
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THE SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the approval of the listing of, and permission to deal in, the Shares in issue and to be
allotted and issued on GEM and the compliance with the stock admission requirements of HKSCC, the
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the Listing Date or, under contingent situation, 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 (as defined in the GEM Listing Rules) after any trading day. All
necessary arrangements have been made enabling the Shares to be admitted into CCASS.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time. Prospective investors should seek the advice of their
stockbrokers or other professional advisers for details of those settlement arrangements and how such
arrangements will affect their rights and interests.

PROFESSIONAL TAX ADVICE RECOMMENDED

Prospective investors of the Offer Shares are recommended to consult their professional advisers if
they are in doubt as to the taxation implications of the subscription for, holding, purchase, disposal of or
dealing in, the Shares or exercising their rights thereunder. It is emphasised that none of our Company,
our Directors, the Sole Sponsor, the Joint Bookrunners, the Joint Lead Managers, the other Underwriters,
our/their respective directors, agents or advisers or any other persons involved in the Share Offer accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the subscription for,
holding, purchase, disposal of or dealing in, the Shares or exercising their rights thereunder.

REGISTER OF MEMBERS AND STAMP DUTY

All Shares to be allotted, issued and transferred pursuant to the Share Offer will be registered on
the branch register of members of our Company in Hong Kong maintained by the Hong Kong Branch
Share Registrar. The principal register of members of our Company in the Cayman Islands is maintained
by Estera Trust (Cayman) Limited. Only Shares registered on the branch register of members of our
Company in Hong Kong may be traded on GEM.

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

EXCHANGE RATE CONVERSION

Unless otherwise specified and for illustration purpose only, conversion of USD into HKD and
RMB into HKD in this prospectus are based on the exchange rate set out below:

US$1.00 = HK$7.80
RMB1.00 = HK$1.12

Such conversion shall not be construed as representations that amount of such currency was or may
have been converted into HKD and vice versa at such rates or any other exchange rates.
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LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this prospectus,
this English prospectus shall prevail.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as total in certain tables may not be an arithmetic aggregation
of the figures preceding them.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

DIRECTORS

Name Residential address Nationality
Chairman and non-executive Director

Mr. Lam Cheung Chuen (FREIR ) Flat A, 8th Floor, Block 15 Chinese
The Cairnhill
108 Route Twisk
Tsuen Wan, New Territories
Hong Kong
Executive Directors

Mr. Lam Kai Yuen (MRETVRSEA) Flat A, 8th Floor, Block 17 Chinese
The Cairnhill
108 Route Twisk
Tsuen Wan, New Territories
Hong Kong

Mr. Lam Kai Cheong (#RELE Fc4:) Flat D, 8th Floor, Block 15 Chinese
The Cairnhill
108 Route Twisk
Tsuen Wan, New Territories

Hong Kong

Independent non-executive Directors

Mr. Moy Yee Wo, Matthew (i LAF15E4:) Flat G, 25th Floor, Block 3 Chinese
Bellagio

33 Castle Peak Road
New Territories

Hong Kong
Mrs. So Chan Wai Hang (#%BR1&EH % 1), 102 Ma Ling Path Chinese
also known as Ms. Chan Wai Hang Kau To Shan
(BifEH 1) (BBS) Shatin, New Territories
Hong Kong
Mr. Ho Yuk Hay (fi I 5E4E) Flat E, 11th Floor, Tower 6 Chinese

Park Central

9 Tong Tak Street

Tseung Kwan O, New Territories
Hong Kong

For further information on the backgrounds of our Directors, please refer to the section headed
“Directors and senior management” in this prospectus.
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PARTIES INVOLVED IN THE SHARE OFFER

Sole Sponsor

Joint Bookrunners

Joint Lead Managers

Alliance Capital Partners Limited

A licensed corporation under the SFO to carry on type 1
(dealing in securities) and type 6 (advising on corporate
finance) regulated activities as defined under the SFO

Room 1502-1503A

Wing On House

71 Des Voeux Road Central

Central

Hong Kong

Alliance Capital Partners Limited
Room 1502-1503A

Wing On House

71 Des Voeux Road Central
Central

Hong Kong

Gransing Securities Co., Limited
17/F, Hing Yip Commercial Centre
272-284 Des Voeux Road Central

Hong Kong

Alliance Capital Partners Limited
Room 1502-1503A

Wing On House

71 Des Voeux Road Central
Central

Hong Kong

Gransing Securities Co., Limited
17/F, Hing Yip Commercial Centre
272-284 Des Voeux Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F, Low Block, Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong
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Legal advisers to our Company

Legal advisers to the Sole Sponsor
and the Underwriters

As to Hong Kong law

ONC Lawyers

Solicitors, Hong Kong

19th Floor, Three Exchange Square
8 Connaught Place

Central

Hong Kong

As to PRC law

Beijing Dentons Law Offices, LLP (Shenzhen)
Registered law firm in the PRC

3rd and 4th Floor, Block A

Shenzhen International Innovation Center

No. 1006, Shennan Boulevard

Futian District

Shenzhen

Guangdong Province

PRC

As to Cayman Islands law
Appleby

Cayman Islands attorneys-at-law
2206-19 Jardine House

1 Connaught Place

Central

Hong Kong

As to Hong Kong law
Benny Pang & Co
Solicitors, Hong Kong
27th Floor, 100QRC

100 Queen’s Road Central
Central

Hong Kong

As to PRC law

Shu Jin Law Firm

Solicitors, China

12th Floor, Taiping Finance Building
6001 Yitian Road

Futian District

Shenzhen, PRC

518017
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Reporting accountants
and auditors

Compliance adviser

Industry Consultant

Receiving bank

Deloitte Touche Tohmatsu
Certified Public Accountants
35th Floor, One Pacific Place
88 Queensway

Admiralty

Hong Kong

Alliance Capital Partners Limited

A licensed corporation under the SFO to carry on type 1
(dealing in securities) and type 6 (advising on corporate
finance) regulated activities as defined under the SFO

Room 1502-1503A

Wing On House

71 Des Voeux Road Central

Central

Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Room 1018, Tower B

No. 500 Yunjin Road

Xuhui District

Shanghai, 200232, PRC

Standard Chartered Bank (Hong Kong) Limited
15th Floor, Standard Chartered Tower

388 Kwun Tong Road

Kwun Tong

Hong Kong
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CORPORATE INFORMATION

Registered office PO Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Headquarters and principal place of business Sun Tin Lun Industrial Centre
in the PRC No. 6 Taihao Road
Sandong Digital Industrial Park
Sandong Town, Huizhou City
Guangdong Province

PRC
Principal place of business in Hong Kong Room 820, 8th Floor
registered under Part 16 of the Companies Fortune Commercial Building
Ordinance 362 Sha Tsui Road
Tsuen Wan, New Territories
Hong Kong
Company’s website www.sthl.com.hk

(information contained in such website does not
form part of this prospectus)

Company secretary Mr. Chan Fei Fei (HKICPA)
Flat E, 9th Floor, Block 5
Grand Palisades
8 Shan Yin Road
Tai Po, New Territories

Hong Kong
Authorised representatives Mr. Lam Kai Yuen
(for the purpose of the GEM Listing Rules) Flat A, 8th Floor, Block 17

The Cairnhill

108 Route Twisk

Tsuen Wan, New Territories
Hong Kong

Mr. Chan Fei Fei (HKICPA)
Flat E, 9th Floor, Block 5
Grand Palisades

8 Shan Yin Road

Tai Po, New Territories
Hong Kong

Compliance officer Mr. Lam Kai Yuen
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Audit committee Mr. Ho Yuk Hay (chairman)
Mr. Moy Yee Wo, Matthew
Mrs. So Chan Wai Hang (BBS)

Remuneration committee Mrs. So Chan Wai Hang (BBS) (chairlady)
Mr. Moy Yee Wo, Matthew
Mr. Ho Yuk Hay

Nomination committee Mr. Moy Yee Wo, Matthew (chairman)
Mrs. So Chan Wai Hang (BBS)
Mr. Ho Yuk Hay

Principal share registrar and transfer office in Estera Trust (Cayman) Limited
the Cayman Islands PO Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Hong Kong branch share registrar and Tricor Investor Services Limited
transfer office Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

Principal banks Hang Seng Bank Limited
83 Des Voeux Road Central
Hong Kong

Bank of China, Huizhou Industrial Park Branch
No. 1 Complex Building

Huizhou Industrial Park

Huizhou City, Guangdong Province

the PRC

Industrial and Commercial Bank of China,
Huizhou Xia Jiao Branch

No. 13, Xia Jiao Zhong Lu

Huicheng Qu

Huizhou City, Guangdong Province

the PRC
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INDUSTRY OVERVIEW

The information which appears under this section has been prepared by Frost & Sullivan and
reflects estimates of market conditions based publicly available sources and trade opinion surveys,
and is prepared primarily as a market research tool. References to Frost & Sullivan should not be
considered as the opinion of Frost & Sullivan as to the value of any security or the advisability of
investing in our Company. Our Directors believe that the sources of information contained in this
section of this prospectus are appropriate sources for such information and have taken reasonable
care in reproducing such information. Our Directors have no reason to believe that such information
is false or misleading or that any material fact has been omitted which would render such
information false or misleading. The information prepared by Frost & Sullivan and set out in this
section of this prospectus has not been independently verified by our Company, the Sole Sponsor, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our/their respective directors,
officers, employees, agents or representatives, or any other person or party involved in the Share
Offer and neither of them gives any representations as to its accuracy and the information should not

be relied upon in making, or refraining from making, any investment decision.

REPORT COMMISSIONED FROM FROST & SULLIVAN AND SOURCE OF INFORMATION

In connection with the Share Offer, we have commissioned F&S, an independent third party, to
conduct a study of the garment accessories market in the PRC, the F&S Report. F&S is a global
consulting company founded in 1961 in New York and has over 40 global offices with more than 2,000
industry consultants, market research analysts, technology analysts and economists. F&S services
include technology research, independent market research, economic research, corporate best practices
advising, training, customer research, competitive intelligence and corporate strategy. F&S has been
covering the PRC markets since the 1990’s. F&S has four offices in the PRC and direct access to the
most knowledgeable experts and market participants in commercial factoring market in the PRC and its
industry consultants have an average of more than five years of experience.

The methodology used by F&S in gathering the relevant market data in compiling the F&S Report
included secondary research and primary interviews. Secondary research involves information
integration of data and publication from publicly available resources, including official data and
announcements from government authorities of the PRC and market research on industry and enterprise
player information issued by our major competitors. Primary interviews are conducted with relevant
institutions to obtain objective and factual data and prospective predictions. F&S considers such source
of information as reliable because (i) it is general market practice to adopt official data and
announcements from various government authorities of the PRC; and (ii) the information obtained from
interviews is for reference only and the findings in the F&S Report are not based on the results of these
interviews. In compiling and preparing the F&S Report, F&S has adopted the following assumptions: (i)
the economies of the PRC is assumed to maintain relatively steady growth across the forecast period; (ii)
the social, economic and political environments of the PRC is likely to remain stable in the forecast
period, which ensure the stable and healthy development of the PRC garment accessories market; and
(iii) there is no war or large scale disaster during the forecast period. The following parameter are
considered in the market sizing and forecast model in the F&S Report: (i) GDP value and GDP growth
rate from 2011 to 2020; (ii) retail revenue of garment market in the PRC from 2011 to 2020; sales
revenue of the PRC garment accessories market from 2011 to 2020, sales revenue of top five players of
the PRC garment accessories market in 2016. F&S charged us a total fee of RMB350,000 for the
preparation and use of the F&S Report.
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Our Directors confirm that, after making reasonable investigation, there has been no material
adverse change in the market information since the date of the F&S Report and up to the Latest
Practicable Date, which may qualify, contradict or have an impact in any material respect on the
information in this section of this prospectus.

ECONOMIC GROWTH IN THE PRC

Nominal GDP (The PRC), 2011-2020E
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Source: F&S Report

Over the past years, the PRC economy has maintained a solid growth pace even under the shock of
the world financial crisis. During the time of world financial crisis, the PRC government has taken
effective stimulus policies to prevent the economy from huge decline. According to National Bureau of
Statistics of China, PRC economy grew at a CAGR of 8.7% from 2011 to 2015.

Going forward, the PRC authorities are likely to maintain the consistency and stability of
macroeconomic policies so as to maintain macroeconomic stability. In the meantime, structural
adjustment of the economy is predicted to be pushed forward strongly by the PRC authorities to improve
the quality and efficiency of economic development. The PRC economy is likely to transfer from an
investment-driven model to a consumption-driven model with the share of final consumption in GDP
picking up. Under this trend, the PRC economy is likely to maintain a sound and healthy development.
According to International Monetary Fund, the PRC economy is forecasted to keep growing at a CAGR
of 7.7% from 2015 to 2020.
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GARMENT MARKET IN THE PRC
Size of Garment Market in the PRC

Retail Revenue of Garment Market (The PRC), 2011-2020E
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Source: F&S Report

In brief, the PRC garment market showed upward trend in the period of 2011 to 2016. The revenue
of this market increased from RMB1,381.0 billion in 2011 to RMB2,167.0 billion in 2016, representing
a CAGR of 9.4%. In the following five years, driven by the increase of disposable income, improvement
of living standard and multiple sales channels, the PRC garment market is estimated to grow at a CAGR
of 7.9%, reaching RMB2,933.1 billion in 2020.

Main Drivers of Garment Market in the PRC
The Steady Growth of Disposable Income in the PRC

The per capita annual disposable income of urban households in the PRC increased from
RMB21,810 in 2011 to RMB33,351 in 2016, realising a CAGR of 8.9%. The per capita net income of
rural residents in the PRC increased from RMB6,977 in 2011 to RMB11,517 in 2016, realising a CAGR
of 10.5%. The annual income of urban households and rural residents is expected to enjoy a steady
growth in the next few years, with a CAGR of 6.0% and 6.8% respectively from 2016 to 2020. The
growth in annual income level of people in the PRC will directly stimulate the general consumption, in
particular, those related to daily life such as garments and food. With the stronger willingness to make
consumption, the PRC garment market is likely to be driven up by strong spending.

Rising Brand Awareness of Consumers

Due to rising purchasing power and living standard, Chinese consumers prefer branded garment
over non-branded ones as they represent finer quality, aesthetic design, personal style and sense of
decency. Well branded garment companies are hence expected to experience a highly positive growth
over the forecast period.
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Pursuit of Fashion and Personality

In the recent years, the trend of fashionable and casual design in the PRC garment market
generates customer demand for garments with various styles to fit into different social situations.
Chinese consumers, along with increasing fashion awareness, intend to purchase multiple sets of clothes.
And local garment brands and manufacturers are also creating new series and collections with more
specific market positioning to directly stimulate the consumer purchasing.

Future Opportunity of Garment Market in the PRC
Further Development in Online Sales Channel

In the recent years, due to the rapid development of the PRC internet industry and logistics
industry, the online sales channels witnessed a significant growth. Through online sales channel, people
can have a more convenient shopping experience and process. Moreover, the online sales channel can
reduce the operation cost for garment brands. However, the traditional sales channels like department
stores and shopping malls are still the major sales channels in the PRC garment market. In the future,
the online sales channel is likely to enjoy a fast growth.

Casual, stylish, and chic are becoming the theme in design

Change of workplace dress code and diversifying daily life situations promote the prevail of casual
style in garment products. The need to express personal taste and identification further enhance the
appeal for stylish design in the market. And the promotion of fashion among Chinese consumers is
forcing garment brand companies to integrate the latest fashion trend in their design.

GARMENT ACCESSORIES MARKET IN THE PRC
Definition of Garment Accessories

Garment accessories comprise printed products, woven label, printed labels, and other garment
accessories such as tapes, hanging tablets, string locks, leather badges, buttons and metal products. For
the purpose of the F&S Report, the participants in the garment accessories industry mainly focus on the
business of printed products, woven labels and printed labels; other garment accessories products merely
occupy a small proportion of their overall revenue. Printed products refers to both offset printing and
digital printing printed on paper, card stock or other printed paper based material, which can be divided
into hangtags, printed labels, RFID tags and variable data tags and labels, and adhesive labels. Woven
labels refer to woven labels and badges which are made from yarns, fabrics, and threads, etc. Printed
labels usually refer to screen printing which printed on a soft high quality silk or ribbon.
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Value Chain of the PRC Garment Accessories Market

Midstream Downstream

Garment Accessories
Manufacturer

Upstream

Key Raw Materials:

1 1
1 ]
Select Emm e ———————— - Provide a Shortlist of
Suppliers Selected Suppliers

¢ Paper
*  Yam
¢ Fabrics
¢ Threads
PEm .
¢ Metal

—)E Brand Owners E—

Others
Source: F&S Report

In general, domestic value chain of the PRC garment accessories market can be categorised into
five main parts including raw material suppliers, garment accessories manufacturers, garment
manufacturers, sourcing companies and garment brand companies.

The garment accessories manufacturers have close relationships with garment brand companies.
The garment accessories manufacturers cooperate with the garment brand companies directly or through
their sourcing companies to participant in research and design of garment accessories and to provide
quality assurance service of them. Once cooperation is established with garment brand companies and
their sourcing companies, the garment accessories manufacturers would be in the nominated suppliers
shortlist. Meanwhile, the garment manufacturers have to choose the garment accessories suppliers from
the shortlists based on different requirements of various products. It is an industry norm that garment
accessories manufacturers do not sign long-term contact with garment manufacturers. It is the industry
norm for garment brand companies to place orders with garment accessories suppliers through sourcing
companies/garment manufacturers.
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Size of the PRC Garment Accessories Market

Retail Revenue of the PRC Garment Accessories Market 2011-2020E

—®— Growth Rate CAGR 2011-2016 2016-2020E

I Revenue of the PRC Revenue of the PRC Garment Accessories Market 10.1% 8.4%
Garment Accessories

20 4 r 100

156 | g

13.4
12.4

- 60

L 40

(%) 2wy YImoIn

- 20

Revenue of the PRC Garment
Accessories Market (RMB Billion)

+9.7% +8.1% +8.2% +7.6%

2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E

Source: F&S Report

Note: The market revenue includes the domestic sales of garment accessories in the PRC; but excludes the export sale of
garment accessories

Along with further development of garment market, the PRC garment accessories market
developed relatively rapidly in the recent years. The total revenue of this market has grown from
RMB7.0 billion in 2011 to RMB11.3 billion in 2016 with a CAGR of 10.1%.

In the following years, with the improvement of printing technology and shortening of garment
updating cycle, the PRC garment accessories market is likely to have great growth potential. In 2020,
the total revenue of the PRC garment accessories market is expected to reach RMB15.6 billion with a
CAGR of 8.4% from 2016 to 2020.

Main Drivers and Opportunities of the PRC Garment Accessories Market
Further Development of Garment Market

In the period of 2011 to 2015, the PRC garment market has achieved a steady growth, the total
retail sales revenue of this market increased from RMB1,381.0 billion in 2011 to RMB2,013.9 billion in
2015, representing a CAGR of 9.9%. Accordingly, the further development of garment market will bring
a positive impact on the garment accessories industry.

Shortening Garment Updating Period

Fast fashion is a growing trend, which in general target the young fashion consumer group aged 25
to 35 with higher incomes and good education and make clothes meet the needs of fast-changing and
affordable fashion. In order to remain successful and to sustain their market share, the fast fashion brand
companies have to respond to rapidly changing consumer preferences. With the rapid development of
this segment, the garment updating period has greatly shortened, therefore the demand for garment
accessories has grown accordingly.
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The Multifunction of Labels

In recent years, the application of RFID technology in the PRC garment accessories market
enjoyed a rapid growth. The penetration rate of RFID technology in the PRC garment accessories market
increased from approximately 9.5% in 2011 to approximately 20.0% in 2016, with a CAGR of 16.1%. In
the future, the penetration rate of RFID technology in the PRC garment accessories market is expected
to reach 29.5% in 2020, with a CAGR of 10.2% from 2016. Due to the development of RFID
technology, the label and other garment accessories, in essence, have transformed into a multi-function
tool that go far beyond their original character as plain white tags. As the electronic data interchange
technology matures which allows retailers to track the flow of garment products into and out of their
stores, the labels have delivered a much higher level of business value by playing many different but
synergistic roles including variable data management, brand identity and supply chain management.
These labels have become strategic assets in the garment industry’s attempt to improve its operations
and deliver better service their customers.

Entry Barrier of the PRC Garment Accessories Market
Scale and Capital

Due to rising production costs, especially the costs of raw materials, industry players face
difficulties of making profit. Large enterprises with a positive scale economies effect are therefore the
most competitive type in the market. With effective cost control, they are able to maintain an above-
average product quality still with a desirable profit margin. It is also crucial for the new entrants to have
sufficient capital support to ensure large scale of production.

Equipment and Employees

For garment accessories manufacturers which target the garment market, investment on product
design and development is crucial as they rely on advanced equipment and skilled employees to deliver
high quality products. With more emphasis putting on the quality of the label which represents the value
of the garments to some extent, the garment accessories manufacturers should make consistent
investments on equipments and human resources in order to meet clients’ demands.

Customer Bases

Sales network and customer relationship are another key barriers for the new entrants to garment
accessories industry. Garment brand companies value historical partnerships highly when selecting their
suppliers. Key players in the market have established a reliable and stable supply chain and good
relationship with garment brand companies. Thus, it is rather difficult for new entrants to establish their
own customer bases in short term.
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Competitive Landscape of the PRC Garment Accessories Market in the PRC

Ranking and market share of top 10 companies by sales revenue in the PRC garment accessories market

2016

Ranking Company Name

1 Competitor A
2 Competitor B
3 Competitor C
4 Competitor D
5 Competitor E
6 Competitor F
7 Our Group

8 Competitor G

Company Profile

Competitor A is a multinational corporation
and listed in NYSE, its China head office is
located in Shanghai. The principal business
of Company A focuses on manufacturing
and distributing of functional pressure-
sensitive adhesive label and packaging
materials.

Competitor B is a global business and
branding solutions provider for brand
owners and retailers, its China head office is
located in Dongguan.

Competitor C is a one-stop garment
accessories provider that is located in
Shanghai.

Competitor D is a local garment accessories
provider that is located in Dongguan.

Competitor E is a garment accessories
provider that was established in Hong Kong
since 1970’s.

Competitor F is a global textile, apparel and
garment accessories manufacturer with a
vertically-integrated supply chain.

Our Group is one of the leading garment
accessories providers in the PRC with
headquarter in Huizhou.

Competitor G is a garment accessories

provider that established in Hong Kong
since 1950’s.
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Market Share

by Sales

Revenue in

Ranking Company Name Company Profile 2016 (%)

9 Competitor H Competitor H is a local garment accessories 0.6%
provider that based in Dongguan.

10 Competitor | Competitor I is a local garment accessories 0.5%
provider that located in Shenzhen.

Top 10 13.1%

Others 86.9%

Total 100%

Source: F&S Report

There are more than thousands of garment accessories manufacturers which focus on the business
of printed products, woven labels and printed labels in the PRC. The PRC garment accessories market
was relatively fragmented, with top five market players accounting for around 9.2% of the market share
in 2016. The sales revenue of our Group in 2016 took a market share of 0.9% and ranked seventh place
in the PRC garment accessories market. Comparing with our competitors, our Directors believe that our
Group has a diversified products portfolio include hangtag, woven label, price tag, size label, care
content label, sticker, badge and string lock etc. The diversified product portfolio allows our Group to
meet different needs of our customers. Moreover, the stable customer relationship brings long-term
business opportunities to our Group.

Threats
Garment manufacturers may move away from the PRC to other countries with lower operating costs

There was a trend of PRC garment manufactures moving their factories from the PRC to South
East Asian countries with lower labour costs such as Cambodia. As a result, these companies may also
source their garment accessories locally in those countries. If the PRC garment manufacturers move their
factories from the PRC to other places, the PRC garment accessories manufacturers may lose their
customers and their financial conditions and results of operations may be materially and adversely
affected.

Rising Cost of Labour

Due to economy growth in the PRC, labour cost has kept rising during these years. Taking textile
and garment manufacturing regions Yangtze River and Pearl River Delta as an example, the minimum
wage standard has increased a lot during these years. The continuously rising labour cost influence the
operating cost for most garment accessories manufacturers. Accordingly, the rising cost of labour can be
regarded as one of the challenges for most garment accessories manufacturers in the future.
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The Average Salary of Related Professionals in the PRC Garment Accessories Industry 2011-2020E
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Price Trend of Raw Materials

Price Trend of Wood Pulp, Yarn and Ribbon (The PRC), 2011-2020E
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In the PRC, the price of wood pulp showed a fluctuant trend in the recent five years. For example,
in 2011, the price of wood pulp reached its peak with RMB5,500.8 per tonne. However, from 2012 to
2015, the price of wood pulp fell back to some extent and amounted to RMB4,520.6 per tonne in 2015.
Meanwhile, the price of yarn witnessed a downward trend. The price of yarn reached RMB21,125.0 per
tonne in 2015. The price of ribbon increased from the RMB15,785.3 per tonne in 2011 to RMB22,022.9
per tonne in 2015.

In the near future, the price of wood pulp and ribbon is likely to grow at a CAGR of 0.6% and
6.4%, respectively, mainly due to the economic rise and further development of packaging market. The
price of yarn is expected to gradually consolidate to RMB20,109.7 per tonne in 2020.
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This section provides a summary of the material regulations directly relevant to our current and
future businesses and how these regulations will affect our business operations and future
developments. As this is a summary, it does not contain a detailed analysis of the regulations which
are relevant to our business and operations. Prospective investors should not place undue reliance on
the statements under this section and should consult their own professional advisers about the
regulations referred to under this section.

PRC LAWS AND REGULATIONS

Set out below is a summary of the most significant laws and regulations that affect our business
and operations in the PRC. Information contained in this section of this prospectus should not be
construed as a comprehensive summary of laws and regulations applicable to us.

LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT

Companies with limited liability and joint stock companies with limited liability established and
operating in the PRC are governed by the Company Law of the PRC ((H'#E N RALFIE /> 774 )) (the
“PRC Company Law”), which was passed by the Standing Committee of the National People’s
Congress (the “SCNPC”) on 29 December 1993 and was subsequently amended on 25 December 1999,
28 August 2004, 27 October 2005 and 28 December 2013, respectively. The PRC Company Law was
amended by the SCNPC on 28 December 2013 and became effective from 1 March 2014. The major
amendments include, but are not limited to, cancelling the paid-up capital registration and removing the
statutory minimum registered capital requirements and the statutory timeframe for the capital
contribution. The establishment procedures, verification and approval procedures, registered capital
requirements, foreign exchange control, accounting practices, taxation, labour matters and all other
relevant matters of a wholly foreign-owned enterprise shall be subject to the Foreign-Invested Enterprise
Law of the PRC ((H#E NRILFIE SN EA2E1L)) (the “Foreign-Invested Enterprise Law’), which
was promulgated by the SCNPC on 12 April 1986 and amended on 31 October 2000 and 3 September
2016, and the Implementation Rules of the Foreign-Invested Enterprise Law of the PRC ({ {1 # A [RILFN
B A E A SEE AR )) (the “Implementation Rules”), which were promulgated by the Department
of the Foreign Economic and Trade of the PRC on 12 December 1990 and amended by the PRC State
Council (the “State Council”) on 12 April 2001 and 19 February 2014. The Provisional Measures for
Filing Administration of Establishment and Changes of Foreign-invested Enterprise ({#}pf 4% & 1> 2£ 557
K s AR AE AT 1)) (the “Provisional Measure”), promulgated by the Ministry of Commerce
of the People’s Republic of China (the “MOFCOM™) and came into force on 8 October 2016.

Under the Foreign-Invested Enterprise Law, the Implementation Rules and the Provisional
Measures, applications for the establishment of the foreign-invested enterprise which is subject to the
implementation of special administrative measures for admission, shall be submitted for examination and
approval by the State Council department in charge of foreign economic relations and trade, or a body
authorised by the State Council. In the event of a division, merger or other major changes to the group
structure, a foreign-invested enterprise shall report to, and seek approval from, the examining and
approving body and carry procedures for registration of such changes with the industrial and commercial
administrative authorities. However, for establishment or other major changes of foreign-invested
enterprises which are not subject to the implementation of special administrative measures for admission
stipulated by the State Council, such matters shall be only subject to filling administration.
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As to filing administration, according to the Provisional Measures, filing authorities conduct filing
activities through the comprehensive administration information system for foreign investment. To
establish a foreign-invested enterprise falling within the filing scope in the Provisional Measures, after
obtaining the pre-approval for the name of the enterprise, the designated representative or agent jointly
who was entrusted by all the investors (or all the initiators of a foreign-invested company limited by
shares) shall prior to the issuance of business licence, or the designated representative or agent who was
entrusted by the foreign-invested enterprise shall, within 30 days after the issuance of business licence,
fill out and submit the filling application for establishment of a foreign-invested enterprise and relevant
documents through the comprehensive administration information system for foreign investment.

The Provisions on the Acquisition of Domestic Enterprises by Foreign Investors (Bt %M s & #
S BERE N A ZEM B AE D) (the “M & A Rules™), promulgated by six PRC ministries including MOFCOM,
State-owned Assets Supervision and Administration Commission of the State Council, State
Administration of Taxation, State Administration for Industry and Commerce of the People’s Republic
of China (the “SAIC”), China Securities Regulatory Commission and State Administration of Foreign
Exchange (“SAFE”) on 8 August 2006 and became effective on 8 September 2006 and was amended on
22 June 2009, provides the rules with which foreign investors seek to purchase by agreement the
equities of the shareholders of a domestic non-foreign-funded enterprise or subscribe to the increased
capital of a domestic non-foreign-funded enterprise, and thus change the domestic non-foreign-funded
enterprise into a foreign funded enterprise, or to conduct an asset merger and acquisition.

LAWS AND REGULATIONS RELATING TO THE PRODUCT QUALITY

The principal legal provisions governing product liability are set out in the Product Quality Law of
the PRC ({H 3 A R ILHIE 2 5 B &E7%)) (the “Product Quality Law”), which was promulgated by the
SCNPC on 22 February 1993 and became effective on 1 September 1993, and was amended on 8 July
2000 and 27 August 2009, respectively. Product Quality Law has been formulated with a view to
reinforcing the supervision and regulation of product quality, improving the quality of products,
clarifying the liabilities for product quality, protecting the legitimate rights and interests of consumers
and safeguarding the social and economic order. It is applicable to all activities of production and sale
of any product within the territory of the PRC, and the producers and sellers shall be liable for product
quality in accordance with the Product Quality Law. According to the Product Quality Law, it is
forbidden to forge or infringe upon quality marks such as certification marks and marks for fine quality
products; it is forbidden to forge the place of origin, forge or infringe upon the factory names, factory
addresses; it is forbidden to produce or market adulterated products or to use fake goods as genuine or
sub-standard products as standard.

LAWS AND REGULATIONS RELATING TO SAFTY PRODUCTION

The Regulations on Safe Production of Guangdong Province (& & %24 A ) was
promulgated by the Standing Committee of Guangdong Provincial People’s Congress on 27 September
2013 and implemented on 1 January 2014. Pursuant to the Regulations on Safe Production of
Guangdong Province, manufacturers and business operators, other than those employing more than 1,000
workers and/or engaging in special business scope such as mining, storing and transportation of
dangerous goods, shipbuilding melting, etc., which employ more than 300 workers, shall set up a work
safety management department or allocate full-time work safety management personnel; and those which
employ less than 300 workers shall allocate full-time or part-time work safety management personnel, or
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entrust an organisation qualified to provide work safety and occupational health services or engineering
and technical personnel who have the relevant technical qualifications stipulated by the State to provide
work safety management and technical services. Manufacturers and business operators which failed to
set up a work safety management department or allocate work safety management personnel, shall be
ordered by the work safety supervision and administration authorities to rectify within a prescribed time
limited, failing which it will be ordered to suspend production and operation, and penalised.

According to the Regulations of Management of Licensed Safety Officers in Guangdong Province
(B R A GE M 22 FAREHHBIE ) ) which was promulgated by the People’s Government of Guangdong
Province on 26 December 2003 and implemented on 1 March 2004, manufacturers and business
operators, other than those engaging in special business scope such as mining, building construction and
installation, manufacturing, storing and transportation of dangerous goods, which employ more than 300
workers but less than 500 shall engage at least one licenced safety officers.

LAWS AND REGULATIONS RELATING TO THE PRINTING INDUSTRY

The initial framework for regulating the domestic printing industry was provided in the
Regulations on the Administration of Printing Industry (CEPAi| 2% #L{564])) which was promulgated by
the State Council on 2 August 2001, and revised and implemented on 6 February 2016 and 1 March
2017, respectively. Under these provisions, enterprises applying to engage in the business of printing of
packaging materials and other printed matter shall present their business licence to submit an application
to the administrative department for publications of the local People’s Government of the municipality
divided into districts and shall be issued with a printing business permit upon examination and approval
of the application.

Pursuant to the Interim Provisions on the Qualifications of Printing Operations ({ElJil| £ 485 ¥ &
AR AT HIE D) issued by the General Administration of Press and Publication (the “GAPP”) (now
known as The State Administration of Press, Publication, Radio, Film and Television) on 9 November
2001, and amended on 28 August 2015, enterprises undertaking decoration and packaging printing shall
have the enterprise’s title and articles of association; shall have a specific business scope; shall have
operation place(s) suitable for operation of printing business; shall have enough money for normal
production and operation; shall have necessary equipment for decoration and packaging printing,
including at least 2 sets of automatically bisecting and offset printing equipment which were
manufactured in the recent 10 years and have not been listed in the Catalog of Behindhand Equipment,
Crafts and Products Which Shall be Eliminated ((V@KVEZAERE S ~ T2 E 5 1) H #%)); shall have
corresponding organisations and personnel necessary for the operation where the legal representative and
major production or operation principals must have the Certificate of Printing Regulations Training ({E[!
il 2 K3 155 I A5 4% 35 5 )) granted by the press and publication administrations at prefecture and city level;
shall have completed systems of printing undertaking verification, printing undertaking registration,
printed goods custody, printed goods delivery, printed defective goods destroying, financial and quality
control.

The Interim Provisions on the Establishment of Foreign Investment Printing Enterprise ({#%37.4M
G EN R A SE B AT HLE D), which was promulgated and implemented by GAPP (now known as The State
Administration of Press, Publication, Radio, Film and Television) and Ministry of Foreign Trade and
Economic Cooperation (now known as MOFCOM) on 29 January 2002 and amended by the State
Administration of Press, Publication, Radio, Film and Television on 28 August 2015 applies to the
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printing enterprises with foreign investment established in the PRC. Foreign investment in decoration
and packaging printing can be established as a wholly foreign owned enterprise, while foreign
investment in other printing is not allowed to establish a wholly foreign owned enterprise but only in the
form of equity joint venture or contractual joint venture. The establishment of a foreign invested
enterprise shall apply for the approval from the provincial administrative department in charge of press
and publication of the place where the enterprise is to be located. The term of operation of the enterprise
shall, as a general principle, be no more than 30 years. A foreign-invested printing enterprise shall not
establish any branch organisation.

On 12 November 2008, the GAPP (now known as The State Administration of Press, Publication,
Radio, Film and Television) and MOFCOM promulgated Supplement to the Interim Provisions on the
Establishment of Foreign Investment Printing (BR8240 £ & BN S 178 € 19 HE RS D),
which came into force on 1 January 2009. Under this regulation, the registered capital threshold for
foreign invested enterprise engaging in decoration and packaging printing as stipulated in the Interim
Provisions on the Establishment of Foreign Investment Printing Enterprise is no longer applicable to
Hong Kong or Macau investors. Hong Kong or Macau investors shall have the same registered capital
threshold as domestic investors.

The Provisions on the Administration of Undertaking of Presswork Printing (CE[ il ff 7 E[J &7 B4R
7E)) was jointly issued by GAPP (now known as The State Administration of Press, Publication, Radio,
Film and Television) and Ministry of Public Security on 18 July 2003, and became effective on 1
September 2003. The purpose of the Provisions on the Administration of Undertaking of Presswork
Printing is to regulate the printing activities of printing operators, perfect the administrative system of
the undertaking of printing, and promote the healthy development of the printing industry. It stipulates
that where a printing enterprise accepts an entrustment to print the marks of a registered trademark, it
must verify the Certificate of Trademark Registration, or the duplication thereof signed by the
administrative department of industry and commerce at the county level of the place where the
trademark registrant is located, and shall check the pattern of the registered trademark supplied by the
entrusting party; where the printing enterprise accepts an entrustment of a party licensed to use a
registered trademark to print the mark of that registered trademark, it must also verify the contract of
licensed use of the registered trademark. In addition, where a printing enterprise accepts an entrustment
to print advertisement publicities, and the presswork used as product packaging, it must verify the
business licence of the entity or the resident identification card of the individual entrusting the printing;
in the case of entrustment of any advertisement operator to print advertisement publicities, the enterprise
must also verify the qualification certificate of that operator for advertisement operations.

Pursuant to the Measures for the Administration of Printing and Production of Trademarks({ P32
[ HE %)) promulgated by the SAIC on 19 August 2004 and came into force on 1 September
2004, the trademark printing and production entity shall verify the certification documents and sample
trademark pattern provided by the entrusting party of trademark printing and production. The trademark
printing and production entity shall establish a system for ins and outs of trademark signs, shall establish
a record account for the ins and outs of trademark signs. All the discarded and inferior trademark signs
shall be destroyed, which shall not flow into the society. Anyone who establishes a trademark printing
enterprise or carries out trademark printing business activities without approval, would be punished by
the competent administration for industry and commerce.
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All the products that STL Garment Accessories prints fall within the scope of packaging and
decorating prints, which are covered by its printing business permit. Though the approved business
scope showed in the printing business permit of STL Garment Accessories is broader than packaging and
decorating prints, our PRC Legal Advisers advised that issuance of printing business permit to STL
Garment Accessories is administrative licensing behaviour of Huizhou Culture, Radio and Television,
Publication Department, which shall not constitute any breach of Regulations on the Administration of
Printing Industry (EP|ZE% 225 H]) and the Interim Provisions for the Establishment of Foreign
Investment Printing Enterprises (#37.4M % & ENR 26 1THI%E) by, or any other illegal activity of,
STL Garment Accessories and the printing business conducted by STL Garment Accessories is not
subject to foreign ownership restriction. According to Law of the People’s Republic of China on
Administrative Licensing ("% A\ R ILFNE 4T ELFT Al ), administrative licences granted to a company in
accordance with laws shall be protected by the laws. Our PRC Legal Advisers advised that the printing
business permit obtained by STL Garment Accessories has taken effect and is legally valid. Huicheng
Branch of Huizhou Culture, Radio and Television, Publication Department has confirmed in an interview
that it did not notice any breach of laws and regulations by STL Garment Accessories in respect of its
printing business.

LAWS AND REGULATIONS RELATING TO COMMODITY BARCODE
The Measures for the Administration of Commodity Barcodes

Under the Measures for the Administration of Commodity Barcodes (P &A% HHFL))
promulgated by the General Administration of Quality Supervision, Inspection and Quarantine on 30
May 2005 and became effective on 1 October 2005, an enterprise engaged in the commodity barcodes
printing may apply to the barcodes working organ for printing qualification. The printing enterprise that
has obtained the printing qualification may be given priority when undertaking the printing business of
commodity barcodes. A printing enterprise shall print commodity barcodes pursuant to the relevant state
standards, and guarantee the printing quality of commodity barcodes. When a printing enterprise accepts
the printing business of commodity barcodes, it shall check the Certificate of System Member of the
client or the overseas certificate with the same effect, and conduct the archival filing. The working
organ of barcodes encourages entities to consign the printing enterprise with commodity barcodes
printing qualification to print the commodity barcodes.

The Measures of Guangdong Province for Administration of Commodity Barcodes

The Measures of Guangdong Province for Administration of Commodity Barcodes (& 5 & i i 6
5 #LHEL)) which was promulgated by Guangdong Provincial People’s Government on 20 January
2005 and became effective on 1 March 2005, is formulated for the purpose of standardising the
administration of commodity barcodes, accelerating the popularisation and application of commodity
barcodes and promoting information-technology-based administration of commodity circulation in
Guangdong Province. The printing of commodity barcodes shall conform to relevant State standards and
the quality thereof shall be guaranteed. Where original films are needed to print commodity barcodes,
they shall be subscribed from producers of original films for commodity barcodes. Producers of original
films for commodity barcodes shall have the original films produced in accordance with relevant State
standards and the quality thereof shall be guaranteed. A printing enterprise that undertakes the business
of printing commodity barcodes shall check and examine the System Membership Certificate
corresponding to the commodity barcodes to be printed or the documents for record of the commodity
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barcodes registered abroad, photocopy them and put the copies on file for a period of two years for
check. If a client cannot show the System Membership Certificate or the documents for record, no
printing enterprise may undertake the printing.

LAWS AND REGULATION RELATING TO ENVIRONMENTAL PROTECTION

The Environmental Protection Law of the PRC (' #E A R ILFI [ BR 35 AR 375 )), which was passed
and came into force on 26 December 1989 by the SCNPC and then amended on 24 April 2014 and came
into force on 1 January 2015, provides a regulatory framework to protect and develop the environment,
prevent and reduce pollution and other public hazards, and safeguard human health. According to the
Environmental Protection Law, enterprises and other manufacturers shall prevent and reduce
environmental pollution and ecological damage as well as take the liabilities for the damages caused.

The Environmental Impact Assessment Law of the PRC ({*#E A LA B BR 45 52 2 5FE %)) was
passed on 28 October 2002 by the SCNPC and amended on 2 July 2016, and then became effective on 1
September 2016. Environmental impact assessment refers to analyse, forecast and assess possible
environmental impacts arising from performance of planning and construction projects, propose
corresponding policies and measures to prevent or reduce such adverse environmental impacts and the
methods and systems used for tracking monitoring. The State shall implement classified administration
of environmental impact assessment for construction projects in accordance with the degree of
environmental impacts of construction projects.

The construction unit shall produce environmental impact reports and environmental impact
statements or complete environmental impact registration forms as the case may be. In the event of
possible significant environmental impact, an environmental impact report shall be prepared for
comprehensive assessment of the environmental impact. In the event of slight environmental impact, an
environmental impact statement shall be prepared for analysis or assessment of specific items relating to
the environmental impact. In the event of minimal environmental impact which does not warrant an
environmental impact assessment, an environmental impact registration form shall be completed. After
the environmental impact appraisal document of a construction project has been approved, if either the
nature, scale, venue, the production techniques employed or the measures for preventing pollution and
preventing ecological damage has undergone substantial changes, the entity under construction shall
submit new environmental impact appraisal documents of the construction project for examination and
approval. Where an entity under construction unlawfully commences the construction of a project
without submitting for approval its environmental impact report or report form in accordance with the
law, or without reporting for approval of construction project which underwent substantial changes or
requesting the re-examination of the environmental impact report or report form in accordance with the
law, the environmental protection administrative department at or above the county level shall order it to
cease construction, and according to the circumstances of violation of law and damage, impose a fine of
not less than 1% but not more than 5% of the total investment of the construction project on it, and
order it to restore to the original state; and in accordance with the law, take disciplinary actions against
the directly responsible person in charge and other directly liable persons of the construction entity.

Guangdong Province Environmental Protection Regulation ({EHREHIRITIAEMHI)) was
promulgated on 24 September 2004 by the Standing Committee of Guangdong Provincial People’s
Congress, and was amended on 13 January 2015 and became effective on 1 July 2015. Under the
regulation, an emission permit administration system pursuant to the provisions of the law was
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established in Guangdong. Emission of pollutants without first obtaining an emission permit pursuant to
the law or against the requirements of the emission permit obtained is prohibited. Pollutant emission by
enterprises, institutions and other manufacturers and business operators shall comply with the pollutant
emission standards and total quantity control indexes for key pollutant emission stipulated by the State
or the local government. Besides, enterprises, institutions and other manufacturers and business
operators may entrust an organisation with the corresponding competency to operate their pollution
prevention and treatment facilities or implement pollution control, enter into an agreement with the
entrusted organisation, and specify the rights and obligations and environmental protection
responsibilities for both parties. The entrusted organisation shall comply with the requirements of
environmental protection laws and regulations and the relevant technical specifications.

According to Guangdong Province Emission Permit Regulation (& H & PEi5 770l 284 L)),
which was promulgated by Guangdong Provincial People’s Government on 27 January 2014 and became
effective on 1 April 2014, the pollutant discharge unit that discharges pollutants in Guangdong shall
obtain Emission Permit, if it emits atmospheric pollutants or industrial waste water, medical sewage and
other waste water and sewage containing heavy metals, pathogens and other toxic and harmful
substances. Where a pollutant discharge unit discharge pollutants without Emission Permit, it may be
ordered to stop discharging pollutants and be subject to a fine ranging from RMBS50,000 to
RMB100,000; If the circumstances are serious or it refuses to correct its behavior within the time limit,
it may be suspended production by the relevant PRC authorities.

LAWS AND REGULATIONS RELATING TO FIRE PREVENTION

Pursuant to the Fire Services Law of the People’s Republic of China ("3 A R A B JH B %)),
which promulgated by the SCNPC on 29 April 1998 and subsequently amended on 28 October 2008,
which formulated for the purposes of preventing fire disasters and reducing fire hazards, strengthening
emergency rescue operations, protecting personal and property safety and safeguarding public security.
Fire brigades of public security agencies shall carry out supervision and inspection of compliance of fire
services laws and regulations by enterprises. The fire brigade of a public security agency shall notify the
relevant organisations or individuals of hidden fire hazards discovered in fire services supervision and
inspection to forthwith adopt measures to eliminate the hidden hazards; where public security may be
seriously compromised if the hidden hazards are not promptly eliminated, the fire brigade of the public
security agency shall adopt temporary seizure measures for the hazardous location or site pursuant to the
provisions.

LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE CONTROL

Due to the foreign exchange control policy of the PRC, cross border money transactions of PRC
subsidiaries in their business activities and dividend distribution to the foreign investors of the PRC
subsidiaries shall comply with various administration of foreign exchange in the PRC.

The principal regulation governing foreign exchange in the PRC are the Foreign Exchange
Administration Rules of the PRC (3 A AN B A1 FE A #5471 )) which was promulgated by the
State Council on 29 January 1996 and became effective on 1 April 1996, and was last amended on 1
August 2008 took effect on 5 August 2008. These regulations are formulated for the purposes of
strengthening foreign exchange control, promoting balance of international receipts and payments, and
promoting sound development of national economy. Under these rules, the current account incomes of
foreign exchanges can be retained or sold to financial institution which manage exchange settlement and
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sale and purchase of foreign exchange. Foreign exchange receipts and payments under current account
items shall be based on true and legitimate transactions. Financial institutions engaging in conversion
and sale of foreign currencies shall, pursuant to the provisions of the foreign exchange control
department of the State Council, carry out reasonable examination of the veracity of transaction
documents and the consistency of the transaction documents and the foreign exchange receipts and
payments. The foreign exchange control authorities shall have the right to carry out supervision and
inspection of matters. Overseas organisations and overseas individuals making direct investments in
China shall, upon approval by the relevant authorities in charge, process registration formalities with the
foreign exchange control authorities. Overseas organisations and overseas individuals engaging in
issuance and trading of quoted securities or derivatives in China shall comply with the market entry
provisions of the State and process registration formalities pursuant to the provisions of the foreign
exchange control department of the State Council.

Under the Notice of the State Administration of Foreign Exchange on Further Simplifying and
Improving Policies for the Foreign Exchange Administration of Direct Investment ([ 54 % # )= B
A — 25 F AL A RO B AR A SR A% 1)) (“Circular 13”) promulgated by the SAFE on 13
February 2015 and became effective on 1 June 2015, to improve the efficiency on foreign exchange
management, the SAFE (i) has cancelled approval of foreign exchange registration under domestic direct
investment and approval of foreign exchange registration under overseas direct investment; (ii) has
replaced confirmation and registration of monetary contribution by foreign investors with entry
registration of monetary contribution under domestic direct investment. In the event that a foreign
investor makes contribution in the monetary form (including cross-border foreign exchange remittance
and RMB), the deposit bank shall, upon receipt of the relevant capital funds, carry out entry and
registration of monetary contribution of domestic direct investment via the SAFE Capital Account
Information System directly before the capital funds can be used.

According to the Notice of the State Administration of Foreign Exchange on Reforming the
Management Mode of Foreign Exchange Capital Settlement of Foreign Investment Enterprises ({[# &%)
I 7 1 = ) 7 e A v 80 A S MR AN A 4 R B XA 1)) (“Circular 19”) promulgated on
30 March 2015 and came into force on 1 June 2015, (i) the system of willingness-based foreign
exchange settlement is adopted for the foreign exchange capital of foreign-invested enterprises. The
willingness-based settlement of foreign exchange capital of foreign-invested enterprises refers to that the
foreign exchange capital, for which the monetary contribution has been confirmed by the foreign
exchange authorities (or for which the monetary contribution has been registered for account entry) in
the capital account of a foreign-invested enterprise may be settled at a bank as required by the
enterprise’s actual management needs. The proportion of willingness-based foreign exchange settlement
of capital for a foreign-invested enterprise is temporarily set at 100%; (ii) The RMB funds obtained by a
foreign-invested enterprise from its willingness-based exchange settlement of capital shall be included
into the foreign exchange settlement accounts for pending payment; (iii) A foreign-invested enterprise
shall use capital under the authentic and self-use principles within its business scope. Foreign-invested
enterprises are prohibited to use capital and the foreign exchange capital settled in RMB (a) for any
direct or indirect expenditures beyond the business scope of the foreign-invested enterprises or forbidden
by laws and regulations; (b) for direct or indirect securities investment, unless otherwise provide by any
law or regulation; (c) to provide entrusted loans or repay loans between enterprises, except specified in
the business scope; (d) to purchase real estate’s not for self-use purposes (save for real estate
enterprises).
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LAWS AND REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

According to the Enterprise Income Tax Law of the PRC (3 A RN A 3 Fr 5 B )),
which was passed by the National People’s Congress in China (the “NPC”) on 16 March 2007 and came
into effective on 1 January 2008 and then amended on 24 February 2017, and its Implementation
Regulations ({13 T3 BLiE B i f51)), which was promulgated by the State Council on 6 December
2007 and came into effect on 1 January 2008, enterprises are classified into resident enterprises and non-
resident enterprises. A resident enterprise shall pay enterprise income tax on its income deriving from
both inside and outside China at the rate of enterprise income tax of 25%. A non-resident enterprise that
has an establishment or place of business in the PRC shall pay enterprise income tax on its income
deriving from China domestically and obtained by such establishment or place of business, and on its
income which derives from outside China but has actual relationship with such establishment or place of
business, at the rate of enterprise income tax of 25%. A non-resident enterprise that does not have an
establishment or place of business in China, or has an establishment or place of business in China but
the income has no actual relationship with such establishment or place of business, shall pay enterprise
income tax on its income deriving from inside China at the reduced rate of enterprise income tax of
10%.

Withholding Income Tax

Pursuant to the Enterprise Income Tax Law of the PRC and its Implementation Regulations,
dividends generated after 1 January 2008 and payable by a foreign invested enterprise in the PRC to its
foreign investors are subject to a 10% withholding income tax, unless otherwise provided in the tax
treaty concluded between the PRC and such foreign investor’s jurisdiction of incorporation.

Pursuant to the Treaty on the Avoidance of Double Taxation and Tax Evasion between Mainland
and Hong Kong (€A1 7 457 Al 47 B[R B 7 3 For 75k £ 8 5 AB AN B L i B 9 2 E)) (the “Tax
Treaty”) concluded on 21 August 2006, the applicable withholding income tax rate for any dividends
declared by a Chinese company is 5% for a shareholder being a Hong Kong resident holding at least
25% interest in its registered capital, or 10% for a shareholder being a Hong Kong resident holding less
than 25% interest in its registered capital. According to the Announcement on the Administrative
Measures for Non-resident Taxpayers to Enjoy the Treatment Under Tax Treaties ((JF /& RMBI AN FEZ
Bk toh o e B FEHEIL D), which was promulgated by the State Administration of Taxation on 27
August 2015 and became effective on 1 November 2015, for withholding at source and designated
withholding, where a non-resident taxpayer asserts that it satisfies the criteria for entitlement to tax
treaty benefits and claims tax treaty benefits, it shall apply to the withholding agent, and provide the
relevant reports, statements and materials stipulated to the withholding agent. Where the materials
submitted by the non-resident taxpayer to the withholding agent are complete, and the information stated
in the relevant reports and statements satisfy the criteria for entitlement to tax treaty benefits, the
withholding agent shall make withholding pursuant to the provisions of the tax treaty, and forward the
relevant reports, statements and materials to the tax authorities in charge when making withholding
declaration. Where the non-resident taxpayer does not apply to the withholding agent to claim the tax
treaty benefits, or the materials and the information stated in the relevant reports and statements
provided to the withholding agent do not satisfy the criteria for entitlement to tax treaty benefits, the
withholding agent shall withhold tax pursuant to the provisions of domestic tax laws.
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Value-added Tax

The Interim Regulations on Value-added Tax of the PRC ({H#E A R 3L A0 5 4 (B BB T4 1)),
which was promulgated by the State Council on 13 December 1993, came into force on 1 January 1994,
and was amended on 10 November 2008 and on 6 February 2016, and the Implementation Rules of the
Interim Regulations on Value-added Tax (H#e A R ICFNE$4(ERLE AT WG E A D), which was
promulgated by the PRC Ministry of Finance and became effective on 25 December 1993, and was
amended on 15 December 2008 (became effective on 1 January 2009) and 28 October 2011 (became
effective on 1 November 2011), set out that entities or individuals engaging in sale of goods, provision
of processing services, repairs and replacement services or importation of goods within the territory of
the PRC shall pay value-added tax. Unless provided otherwise, the rate of value-added tax is 17%.

LAWS AND REGULATIONS RELATING TO INTELLECTUAL PROPERTY
Trademarks

The principal legal provisions for the protection of holders of registered trademarks are set out in
both the Trademark Law of the PRC ({73 A AL A0 2 5 #51%)), which was promulgated by the SCNPC
on 23 August 1982 and amended respectively on 22 February 1993 (effective from 1 July 1993), 27
October 2001 (effective from 1 December 2001), and 30 August 2013 (effective from 1 May 2014), and
the Regulation on Implementation of Trademark Law of the PRC ({H 3 A R [3] i 158 12 B i k 491)))
promulgated by the State Council on 3 August 2002 (effective from 15 September 2002), amended on 29
April 2014 and with effective on 1 May 2014. Trademarks approved and registered by the trademark
bureau are registered trademarks, including commodity trademarks, service marks and collective
trademarks, certification marks, trademark registrants enjoy exclusive rights to use trademark and are
protected by the law. Upon expiry of the validity period of a registered trademark, where the trademark
registrant intends to continue using the trademark, it shall complete renewal formalities pursuant to the
provisions within the 12-month period before the expiry date, where renewal formalities are not
completed within the stipulated period, a six-month extension may be allowed. The validity period of
each renewal shall be 10 years, commencing from the date following expiry of the preceding validity
period of the said trademark. Where renewal formalities are not completed upon expiry of the validity
period, the registered trademark shall be cancelled. The trademark bureau shall gazette renewed
registered trademarks. For licensed use of a registered trademark, the licensor shall file record of the
licencing of the said trademark with the trademark bureau, and the licencing shall be gazetted by the
trademark bureau. Non-filing of the licencing of a trademark shall not be contested against a good faith
third party. Under the Trademark Law of the PRC, any of the following acts may be regarded as an
infringement upon the right to exclusive use of a registered trademark, including (i) to use a trademark
identical to a registered trademark on the same type of commodities without licencing by the trademark
registrant; (ii) to use a trademark similar to a registered trademark on the same type of commodities
without licencing by the trademark registrant, or use a trademark identical or similar to the registered
trademark on similar commodities which easily causes confusion; (iii) to sell commodities which
infringe upon exclusive rights to use registered trademarks; (iv) to forge or manufacture labels of other’s
registered trademark without authorisation or sell forged or unauthorised labels of other’s registered
trademark; (v) to change a registered trademark without the consent of the trademark registrant, and sell
commodities bearing the changed trademark in the market; (vi) to intentionally facilitate infringement of
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other’s exclusive rights to use trademarks, and assist others in implementation of infringement of
exclusive rights to use trademarks; (vii) to cause harm to other’s exclusive rights to use registered
trademarks.

LAWS AND REGULATIONS RELATING TO LABOUR PROTECTION
Labour Protection

The Labour Contract Law of the PRC ((H#E A R ILFNH 258 4[] 15 )), which was passed by the
SCNPC on 29 June 2007, came into force on 1 January 2008, and was amended on 28 December 2012,
and came into force on 1 July 2013. The Implementation Regulations on the Labour Contract Law of the
PRC (Hr e N\ B IR0 B0 45 8)) & [R] 15 B M 4 491 )), which were promulgated and came into effective on 18
September 2008 by the State Council, provide that a written labour contract shall be concluded for the
establishment of a labour relationship. Labour contracts concluded pursuant to the law shall be legally
binding and the employers and the workers shall perform the obligations stipulated in the labour
contracts. When recruiting a worker, the employer shall truthfully notify the worker of the job duties,
working conditions, work premises, occupational hazards, work safety and health conditions, labour
remuneration and any other information in which the worker is interested to know; an employer shall
have the right to ask about basic information of the worker in direct relation to the labour contract, the
worker shall answer truthfully. Employers shall promptly pay labour remuneration to workers in full
amount pursuant to the stipulations of the labour contract and the provisions of the State.

Social Insurance and Housing Provident Funds

Under the Social Insurance Law of the PRC ({1 ¥ A RILFIEI4L € RFE7L)), which was
promulgated on 28 October 2010 and became effect on 1 July 2011 by the SCNPC, the State shall
establish social security systems such as basic pension insurance, basic medical insurance, work injury
insurance, unemployment insurance, maternity insurance, etc. to protect the rights of citizens for
obtaining material assistance from the State and the society pursuant to the law in the circumstances of
old age, illness, work injury, unemployment, childbirth, etc. Employers who failed to promptly
contribute social security premiums in full amount shall be ordered by the social security premium
collection agency to make or supplement contributions within a stipulated period, and shall be subject to
a late payment fine computed from the due date at the rate of 0.05% per day; where payment is not
made within the stipulated period, the relevant administrative authorities shall impose a fine ranging
from one to three times the amount of the amount in arrears.

Under the Administrative Regulations on Housing Provident Funds ({5 A48 HHGAH1)),
promulgated by the State Council on 3 April 1999 and amended on 24 March 2002, a housing provident
fund management centre shall open a special housing provident fund account at a commissioned bank.
Employers shall go to the housing provident fund management centre to undertake registration of
payment and deposit of the housing provident fund and, upon verification by the housing provident fund
management centre, go to a commissioned bank to go through the formalities of opening housing
provident fund accounts on behalf of its staff and workers. Each staff member or worker may have only
one account. Where, in violation of the provisions of these Regulations, an entity is overdue in the
payment and deposit of, or underpays, the housing provident fund, the housing provident fund
management centre shall order it to make the payment and deposit within a prescribed time limit; where
the payment and deposit has not been made after the expiration of the time limit, an application may be
made to a People’s court for compulsory enforcement.

~-70 —



HISTORY, DEVELOPMENT AND REORGANISATION

OVERVIEW

Our Company was incorporated in the Cayman Islands under the Companies Law as an exempted
company with limited liability on 22 January 2016. Pursuant to the Reorganisation as more particularly
described in the paragraph headed “Reorganisation” in this section, our Company has become the
holding company of our Group for the purpose of the Listing and holds the entire interests of four
subsidiaries, namely, New Forest, Smart Trend, STL Garment Accessories and STL Apparel
Accessories.

BUSINESS DEVELOPMENT

Prior to the establishment of our Group, Mr. Lam had accumulated years of experience in
managing manufacturing business with different business partners, including the manufacture of knitted
garments and garment accessories. In 2001, eyeing the development potential of garment accessories
business in Huizhou in light of its close proximity to other cities in Guangdong Province, Mr. Lam
decided to, through a Hong Kong investment holding company jointly held by Mr. Lam and his brother,
establish STL Garment Accessories as a sino-foreign joint venture with a PRC business partner which
was entitled to share 5% of the profit of STL Garment Accessories. STL Garment Accessories is a one-
stop garment accessories products and services provider serving (i) garment brand companies, (ii)
sourcing companies each designated by a garment brand company and (iii) garment manufacturers in the
PRC. In May 2008, as the PRC business partner had not contributed any capital to STL Garment
Accessories, STL Garment Accessories was converted into a wholly foreign owned enterprise. Mr. Lam
has been the Controlling Shareholder of our Group since its inception. He had been participating in the
day-to-day management of STL Garment Accessories until his son, Mr. Gabi Lam, took up the
management of the business in 2006. For details of Mr. Lam’s background and experience, please refer
to the section headed ‘“Directors and senior management — Directors — Chairman and non-executive
Director” in this prospectus.

As our business expanded, in April 2007, Mr. Lam established STL Apparel Accessories in
Huizhou through Reach New to serve several new customers. Prior to the Reorganisation, Mr. Lam held
the entire beneficial interest in Reach New through his children, namely Mr. Gabi Lam, Mr. Jeffrey Lam
and Ms. Man Yee Lam as his nominees for his family arrangement purposes. Mr. Gabi Lam and Mr.
Jeffrey Lam gradually took up the management of the business and they have been leading the day-to-
day management of our Group in recent years.

We pride ourselves on our production facilities which meet international standards and we continue
to renovate and upgrade them over time. As early as April 2003, the British Standards Institution
certified the then factory of STL Garment Accessories operated a quality management system meeting
the standard of ISO 9001:2008. In February 2012, to cater for our business expansion, we relocated the
production facilities of STL Garment Accessories and STL Apparel Accessories to Sandong Digital
Industrial Park in Huizhou City (M7 B3 % = FREHS T2 M), which is a spacious plant with
tailored-designed production lines complying with different regulatory requirements as well as the
requirements of our customers and serving to streamline our Group’s manufacturing process and enhance
our productivity and efficiency. We leased the properties from our connected person. For details of the
lease of our factory, please refer to the section headed “Connected transactions” in this prospectus.
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In light of global concern for environmental protection, we strive to produce environmentally
friendly products. In August 2013, Forest Stewardship Council (“FSC”) certified that the source
materials and products of STL Garment Accessories met the standards for chain-of-custody by our
production and sale of FSC certified mixed and recycled printed paper products. In September 2016, the
Institute of the International Association for Research and Testing in the Field of Textile Ecology
certified that some of the woven products of STL Garment Accessories met the Oeko-Tax Standard 100.
We shall continue to innovate our production processes and products to meet different international
standards.

Prior to 2016, we outsourced some printing works to DY Apparel, which was ultimately owned by
Mr. Lam, Mrs. Lam, Ms. Fok and two independent third parties as to 55%, 20.5%, 4.5%, 10% and 10%
prior to 26 May 2016. On 16 November 2015, STL Garment Accessories obtained a printing operation
licence and subsequently expanded our production capacity in relation to printing works. We have
commenced undertaking the printing works by our own facilities and ceased our subcontracting to DY
Apparel since January 2016. On 26 May 2016, Mr. Lam, Mrs. Lam and Ms. Fok disposed of their
interests in DY Apparel to Mr. Huang, being our connected person, for a consideration of
RMB11,945,000. The consideration was determined with reference to the net asset value of the holding
company of DY Apparel as at 29 February 2016 and the business prospects after arm’s length
negotiation. Mr. Huang has undertaken not to, and shall procure his controlled corporations not to,
compete with our Group pursuant to a non-competition undertaking dated 24 June 2017. For details of
our Group’s subcontracting arrangement with DY Apparel, please refer to the sections headed “Business
— Our suppliers and subcontractors” and “Financial information — Related party transactions” in this
prospectus.

In September 2016, STL Garment Accessories obtained a commodity barcode printing qualification
certificate, which encourages our customers to consign us to print barcodes for commodity.

During the Track Record Period, we had over 1,100 customers; and served over seven major
garment brand companies and two sourcing companies contributing over 85% of total revenue.
According to F&S, we are one of the leading garment accessories providers in the PRC with diversified
products portfolio. With our continuous innovation and quality production facilities, we strive to provide
a full range of accessory products and one-stop labelling solutions to our customers and continue to be a
leading labelling solution provider in the PRC.

The key milestones in our Group’s development to date are set out below.
Year Events

December 2001 STL Garment Accessories was established in Huizhou as a sino-
foreign joint venture. We set up our first office and factory in
Jiangbei Wanjiang Guolek Industrial Zone in Huizhou City (M T
H0 VLA B VL R T K ).

April 2003 The British Standards Institution certified that the then factory of

STL Garment Accessories operated a quality management system
meeting the standard of ISO 9001:2008.
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Year Events

April 2007 STL Apparel Accessories was established in Huizhou to cope with
our business expansion.

May 2008 STL Garment Accessories became a wholly foreign owned
enterprise.
February 2012 We relocated the production facilities of STL Garment Accessories

and STL Apparel Accessories to Sandong Digital Industrial Park in
Huizhou City (M 7 B % — #REE T2 1)

August 2013 FSC certified that the products of STL Garment Accessories met the
standards for chain-of-custody by our production and sale of FSC
certified mixed and recycled printed paper products.

November 2015 STL Garment Accessories obtained a printing operation licence and
subsequently expanded our production capacity in relation to
printing works.

January 2016 We have commenced undertaking the printing works by our own
facilities and ceased our subcontracting to DY Apparel.

September 2016 The Institute of the International Association for Research and
Testing in the Field of Textile Ecology certified that some woven
products of STL Garment Accessories met the Oeko-Tax Standard
100.

STL Garment Accessories obtained a commodity barcode printing
qualification certificate, which encourages our customers to consign
us to print barcodes for commodity.

CORPORATE DEVELOPMENT

The following is a brief corporate history of the establishment and major changes in the
shareholdings of our Company’s subsidiaries since their respective dates of incorporation:

New Forest

New Forest was incorporated in BVI with limited liability on 1 December 2015. It is authorised to
issue a maximum of 50,000 ordinary shares of a single class with a par value of US$1 each. It
principally engages in investment holding.

On 23 January 2016, New Forest allotted and issued one subscriber share with a par value of US$1
each as fully paid to our Company. The entire issued share capital of New Forest then became wholly
owned by our Company.
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Smart Trend

Smart Trend was incorporated in Hong Kong with limited liability on 15 April 2016. It principally
engages in investment holding.

On the date of its incorporation, Smart Trend allotted and issued one subscriber share for a total
consideration of HK$1 as fully paid to New Forest. The entire share capital of Smart Trend became
wholly owned by New Forest.

STL Garment Accessories

STL Garment Accessories, formerly known as Famebish Garment Accessories (Huizhou) Limited*
(BH AT R £ (O 5 BR A /1) for the period from December 2001 to October 2010, was established in PRC
as a limited liability company on 31 December 2001. It principally engages in the supply of garment

accessories.

STL Garment Accessories was established by Famebish Limited (EHFiAFR/AF]) and a PRC
business partner as a sino-foreign joint venture with a registered share capital of US$300,000. At the
time of the establishment of STL Garment Accessories, Famebish Limited was owned jointly by Mr.
Lam and his brother while the PRC business partner was controlled and managed by a state-owned
enterprise.

Shortly after Mr. Lam disposed of his shares in Femebish Limited, in June 2003, Famebish Limited
transferred all its equity interest in STL Garment Accessories to Sin Tin Lun (International) Trading
Limited. At the material times, the issued share capital of Sin Tin Lun (International) Trading Limited
was held by Mr. Lam and Mrs. Lam in equal shares.

In May 2008, as the PRC business partner had not contributed any capital to STL Garment
Accessories, STL Garment Accessories was converted into a wholly foreign owned enterprise on
application and the entire equity interest in STL Garment Accessories became wholly owned by Sin Tin
Lun (International) Trading Limited.

In January 2011, Sin Tin Lun (International) Trading Limited transferred the entire equity interest
in STL Garment Accessories to Reach New. Prior to the Reorganisation, Mr. Lam held the entire
beneficial interest in Reach New through his children, namely Mr. Gabi Lam, Mr. Jeffrey Lam and Ms.
Man Yee Lam as his nominees for his family arrangement purposes. As part of the Reorganisation, such
trust arrangements were terminated on 10 December 2015, and Mr. Lam became the sole legal and
beneficial owner of Reach New.

On 17 July 2013, the registered capital of STL Garment Accessories increased to US$1,050,000.
All capital was fully paid up by October 2013.

On 20 September 2016, as part of the Reorganisation, Smart Trend acquired the entire equity
interest in STL Garment Accessories from Reach New. Upon completion of the registration of the equity
transfer by the Administration for Industry and Commerce of Huizhou on 30 November 2016, STL
Garment Accessories became wholly owned by Smart Trend.
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STL Apparel Accessories

STL Apparel Accessories was established in PRC on 29 April 2007 as a limited liability company
with a registered share capital of US$1,000,000. It principally engages in the supply of garment
accessories.

At the time of its establishment, the entire equity interest of STL Apparel Accessories was held by
Reach New. As mentioned above, prior to the Reorganisation, Mr. Lam held the entire beneficial interest
in Reach New through his children, namely Mr. Gabi Lam, Mr. Jeffrey Lam and Ms. Man Yee Lam as
his nominees for his family arrangement purposes. As part of the Reorganisation, such trust
arrangements were terminated on 10 December 2015, and Mr. Lam then became the sole legal and
beneficial owner of Reach New.

On 20 September 2016, as part of the Reorganisation, Smart Trend acquired the entire equity
interest in STL Apparel Accessories from Reach New. Upon completion of the registration of the equity
transfer by the Administration for Industry and Commerce of Huizhou on 30 November 2016, STL
Apparel Accessories became wholly owned by Smart Trend.

REORGANISATION

Our Group underwent the Reorganisation in preparation for the Listing, which involved the
following steps:

Termination of trust arrangement

Immediately before the Reorganisation, Mr. Lam beneficially owned the entire issued share capital
of Reach New through his children, namely Mr. Gabi Lam, Mr. Jeffrey Lam and Ms. Man Yee Lam,
under the following trust arrangements:

(a) pursuant to a declaration of trust executed by Mr. Gabi Lam as trustee and Mr. Lam as
beneficiary dated 25 August 2010, Mr. Gabi Lam held 4,000 ordinary shares in Reach New
on trust for Mr. Lam;

(b) pursuant to a declaration of trust executed by Mr. Jeffrey Lam as trustee and Mr. Lam as
beneficiary dated 25 August 2010, Mr. Jeffrey Lam held 3,000 ordinary shares in Reach New
on trust for Mr. Lam; and

(c) pursuant to a declaration of trust executed by Ms. Man Yee Lam as trustee and Mr. Lam as
beneficiary dated 4 December 2006, Ms. Man Yee Lam held 3,000 ordinary shares in Reach
New on trust for Mr. Lam.

On 10 December 2015, each of Mr. Gabi Lam, Mr. Jeffrey Lam and Ms. Man Yee Lam executed
an instrument of transfer in favour of Mr. Lam, pursuant to which each of them transfer their respective
shares in Reach New to Mr. Lam, thereby terminating the above trust arrangements. The entire issued
share capital of Reach New then became legally and beneficially owned by Mr. Lam.
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Incorporation of Neo Concept

On 1 December 2015, Neo Concept was incorporated in BVI with limited liability. It is authorised
to issue a maximum of 50,000 ordinary shares of a single class with a par value of US$1 each. On the
date of its incorporation, Neo Concept allotted and issued one subscriber share with a par value of US$1
as fully paid to Mr. Lam and the entire issued share capital of Neo Concept became wholly owned by
Mr. Lam.

Incorporation of our Company

On 22 January 2016, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability. As at the date of its incorporation, it had an authorised share capital of
HK$380,000 divided into 38,000,000 Shares with a par value of HK$0.01 each.

On the date of its incorporation, our Company allotted and issued one subscriber Share as fully
paid to a nominee subscriber. On the same date, the nominee subscriber as transferor executed an
instrument of transfer in favour of Neo Concept as transferee, pursuant to which the nominee subscriber
transferred the one Share, representing the entire issued share capital of our Company, to Neo Concept
for a consideration of HK$0.01. Such transaction was properly and legally completed and settled.

On 22 January 2016, our Company further allotted and issued 99 Shares as fully paid to Neo
Concept. The entire issued share capital of our Company then became wholly owned by Neo Concept.

Incorporation of New Forest

On 1 December 2015, New Forest was incorporated in BVI with limited liability. It is authorised to
issue a maximum of 50,000 ordinary shares of a single class with a par value of US$1 each. On 23
January 2016, New Forest allotted and issued one subscriber share with a par value of US$1 as fully
paid to our Company. The entire issued share capital of New Forest then became wholly owned by our
Company.

Incorporation of Smart Trend

On 15 April 2016, Smart Trend was incorporated in Hong Kong with limited liability. On the date
of its incorporation, Smart Trend allotted and issued one founder member’s share for a total
consideration of HK$1 as fully paid to New Forest. The entire issued share capital of Smart Trend then
became wholly owned by New Forest.

Acquisition of STL Garment Accessories and STL Apparel Accessories by Smart Trend from
Reach New

Immediately before the Reorganisation, Reach New legally and beneficially owned the equity
interest in STL Garment Accessories and STL Apparel Accessories.

On 20 September 2016, Reach New as transferor and Smart Trend as transferee entered into equity
transfer agreements, pursuant to which Smart Trend acquired the entire equity interests in STL Garment
Accessories and STL Apparel Accessories for considerations of US$1,050,000 and US$1,000,000,
respectively, which were settled by Neo Concept allotting and issuing 95 and four ordinary shares,
respectively, credited as fully paid, to Mr. Lam at the direction of Reach New.
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Upon completion of the registration of the above equity transfers by the Administration for
Industry and Commerce of Huizhou on 30 November 2016, STL Garment Accessories and STL Apparel
Accessories became wholly owned subsidiaries of Smart Trend.

PRC REGULATORY ISSUES RELATING TO THE REORGANISATION AND THE LISTING

As advised by our PRC Legal Advisers, since our Company was incorporated out of China and the
shareholder and ultimate beneficial owner of our Company are not PRC domestic persons, the Provisions
on Merger and Acquisition of Domestic Enterprises by Foreign Investors (i 4M B & 3 B 55 4 4
FEMKIE D) are not applicable to the Reorganisation and the Listing is not subject to the approval from
any PRC securities regulatory bodies.

In addition, as advised by our PRC Legal Advisers, since our Company was incorporated out of
China and the shareholder and ultimate beneficial owner of our Company are not PRC domestic persons,
holders of PRC identity documents nor individuals who reside in the PRC habitually for the purpose of
economic benefit, Mr. Lam is not subject to the registration requirements under the Circular on Relevant
Issues Concerning Foreign Exchange Control on Domestic Residents’ Offshore Investment and
Financing and Roundtrip Investment through Special Purpose Vehicles (%<} i 45 2 ) B i 45 1A s R
2H S AMEETR B2 ) BT AN R PR FRARCE AP A B B B R ) promulgated by the State
Administrative of Foreign Exchange of the PRC on 4 July 2014.

Our PRC Legal Advisers further confirmed that all necessary approvals, permits and licences
required under the PRC laws and regulations in connection with the Reorganisation have been obtained,
and the Reorganisation has complied with all applicable laws and regulations of the PRC.

COMPANIES EXCLUDED FROM OUR GROUP DURING THE REORGANISATION

Prior to the Reorganisation, the entire equity interests of STL Garment Accessories and STL
Apparel Accessories were held by Reach New, which is an investment holding company. Other than
STL Garment Accessories and STL Apparel Accessories, Reach New held the majority interest in (1) a
Hong Kong company namely Best Sources Development Limited (Z£&#/EARAF) (“Best
Sources’), which principally engaged in the trading of sweaters; and (2) a PRC company namely Tai
Neng Jian Bio-tech (Huizhou) Company Limited* (BKAEfEA PRI CEINAR/ATF) (“Tai Neng
Jian’’), which was established with an intention to engage in the development of biochemical products
(Reach New, Best Sources and Tai Neng Jian are collectively referred to as the “Excluded
Companies™). Tai Neng Jian was dormant and was deregistered on 9 August 2016.

Mr. Lam holds the entire issued share capital of Reach New. Best Sources is owned as to 60% by
Reach New and 40% by D&F Investments Limited, a company incorporated in the BVI with limited
liability. D&F Investments Limited is owned as to 50% by Mr. Huang and 50% by Mr. Huang Qingxi,
who are both our connected persons. Before the deregistration of Tai Neng Jian, Reach New owned 60%
of the equity interest of Tai Neng Jian while the remaining 40% equity interest were owned by Huizhou
Tai Neng Agricultural Technology Company Limited* (ZM T AKEEREERIF AR /A F) (“Tai Neng
Agricultural Technology”). To the best knowledge and information of the Directors after making
reasonable enquiries, Tai Neng Agricultural Technology and its ultimate beneficial owners are
independent third parties.
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As (1) our Group has been positioned to serve as an established labelling solution provider and a
one-stop garment accessories manufacturer and supplier based in the PRC, (2) the businesses of the
Excluded Companies are not related to our Group’s principal business and are unlikely to compete with
our Group, (3) there was no transaction between our Group and any of the Excluded Companies during
the Track Record Period and up to the Latest Practicable Date, and (4) taking into account that the time
and costs involved in excluding all the Excluded Companies from our Group are expected to be less than
those involved in transferring the interests in Best Sources and Tai Neng Jian held by Reach New out
from our Group as the latter would involve negotiation with the other shareholders of Best Sources and
Tai Neng Jian, we decided to exclude all the Excluded Companies from our Group in the
Reorganisation.

Mr. Lam, being the sole shareholder of Reach New, confirmed and the Sole Sponsor, based on its
due diligence work done, concurred that the Excluded Companies were not involved in any material
non-compliant incidents, claims, litigation or legal proceedings (whether actual or threatened) during the
Track Record Period and up to the Latest Practicable Date.

The following chart sets forth our Group’s shareholding and corporate structure immediately before
the Reorganisation:

Mr. Gabi Lam Mr. Jeffrey Lam Ms. Man Yee Lam
(as trustee for Mr. Lam) (as trustee for Mr. Lam) (as trustee for Mr. Lam)
40% 30% 30%
Reach New*
(Hong Kong)
100% 100%
STL Garment Accessories STL Apparel Accessories Other businesses®

(PRC) (PRC)

Note*: Other than STL Garment Accessories and STL Apparel Accessories, Reach New held interests in other businesses.
For details, please refer to the paragraph headed “Companies excluded from our Group during the Reorganisation™
above.
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The following chart sets forth our Group’s shareholding and corporate structure of immediately
after the Reorganisation but before the Share Offer and the Capitalisation Issue:

Mr. Lam

100%

Neo Concept
(BVI)

100%

Company
(Cayman Islands)

100%

New Forest
(BVI)

100%

Smart Trend

(Hong Kong)
100% 100%
STL Garment Accessories STL Apparel Accessories
(PRC) (PRC)
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Capitalisation Issue

Conditional upon the crediting of our Company’s share premium account as a result of the issue of
the Offer Shares pursuant to the Listing, the Directors are authorised to capitalise an amount of
HK$5,999,999 standing to the credit of the share premium account of our Company by applying such
sum towards to pay up in full at par a total of 599,999,900 Shares for allotment and issue, immediately
prior to the Share Offer, to Neo Concept so that the number of Shares so allotted and issued, when
aggregated with the number of Shares already owned by it, will constitute 75% of the issued share

capital of our Company.

The following chart sets forth our Group’s shareholding and corporate structure immediately after
completion of the Share Offer and the Capitalisation Issue (without taking into account any Shares that
may be allotted and issued upon the exercise of the options that may be granted under the Share Option

Scheme):
Mr. Lam
100%
Neo Concept .
(BVI) Public Shareholders
75% 25%
Company
(Cayman Islands)
100%
New Forest
(BVI)
100%
Smart Trend
(Hong Kong)
100% 100%
STL Garment Accessories STL Apparel Accessories
(PRC) (PRC)
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OVERVIEW

We are an established labelling solution provider and a one-stop garment accessories manufacturer
and supplier based in the PRC. Our products can be categorised into three main types being (i) printed
products (e.g. hangtags, price tags and stickers), (ii) woven labels (e.g. woven brand labels, woven size
labels and badges) and (iii) printed labels (e.g. printed brand labels, printed size labels and care content
labels). We also source and sell other garment accessories, such as tapes, string locks, leather badge,
buttons and metal products to our customers in the PRC.

For FY2015 and FY2016, we generated total revenue of approximately RMB95.6 million and
RMB105.2 million, respectively, while our net profit amounted to approximately RMB6.1 million and
RMB9.6 million, respectively. A breakdown on revenue of our Group by product types for FY2015 and
FY2016 is summarised as below:

Product types FY2015 FY2016

RMB’000 % RMB’000 %
Printed products 49,828 52.1 51,400 48.9
Woven labels 28,428 29.7 28,395 27.0
Printed labels 13,664 14.3 19,741 18.8
Others (V') 3,689 3.9 5,663 5.3
Total 95,609 100.0 105,199 100.0

Note: Others include tapes, string locks, leather badge, buttons and metal products.

During the Track Record Period, we have served over 1,100 customers; and served over seven
major garment brand companies and two sourcing companies contributing over 85% of our total revenue,
which covered not less than 11 overseas brands, 11 PRC brands and four PRC and Hong Kong brands.
Our customers comprise of (i) the garment brand companies, (ii) sourcing companies each designated by
a garment brand company and (iii) garment manufacturers in the PRC. Garment brand companies and
sourcing companies would either place orders directly to selected suppliers like us or instruct the
garment manufacturers to do so; therefore, our Directors believe that it is important for us to become a
selected supplier of the garment brand companies or their designated sourcing companies in order to
secure the orders. Being a selected supplier of these garment brand companies and sourcing companies,
we manufacture our products and source other garment accessories according to the designs and
specifications of the garment brand companies or sourcing companies and sell our products to our
customers ultimately to be use as garment accessories such as labels or tags for finished garments.
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A breakdown on revenue of our Group by three customer types based on the amounts of our sales
to each customer type who placed orders to us directly for FY2015 and FY2016 is summarised as below:

Customer types FY2015 FY2016
RMB’000 % RMB’000 %
Garment brand companies 1,462 1.5 4,454 4.2

Sourcing companies each
designated by a garment brand

company V¢ V) 14,515 15.2 15,207 14.5
Garment manufacturers Vo¢ 2 79,632 83.3 85,538 81.3
Total 95,609 100.0 105,199 100.0

Note 1: To the best knowledge of our Directors, none of these garment brand companies or their garment manufacturers
placed order directly with us.

Note 2: Some garment manufacturers may have their own brands but to the best knowledge of our Directors, they perform
manufacturing function. The revenue derived from such garment manufacturers amounted to approximately
RMBI1.5 million and RMB1.7 million for FY2015 and FY2016, respectively.

Our Directors believe that our business relationship with the garment brand companies and their
designated sourcing companies is a key factor to our success in this industry, given that either garment
brand company or sourcing company is the ultimate decision maker of our engagement under our
business model. Our Group directly deals with some garment brand companies; while for some garment
brand companies which source garment accessories through sourcing companies, we deal with those
sourcing companies directly without active involvement of their respective garment brand companies. To
the best knowledge of our Directors, as a measure of quality control, garment brand companies and
sourcing companies placed some orders with us directly in order to monitor the quality of our products,
and in other instances through their designated garment manufactures. The table below is a breakdown
of our revenue during the Track Record Period by the seven major brand companies and two sourcing

—-82 -



BUSINESS

companies

that selected our Group as the supplier of garment accessories; the figures set out in the table

represent the aggregate sales amount to each of them who placed orders to us either directly or through

garment manufacturers:

Garment brand companies/

sourcing companies FY2015 FY2016

Note RMB’000 % RMB’000 %
Customer A (1) and (2) 28,348 29.6 27,299 26.0
Jeanwest Apparels (China)

Company Limited 3) 27,034 28.3 23,595 22.4
Company — 4 3) 11,418 12.0 13,125 12.5
Company — 2 3) 15,975 16.7 10,628 10.1
Company — 1 (1) and (3) 1,358 1.4 6,754 6.4
Customer F 4) — — 2,738 2.6
Company — 5 %) 4,151 4.3 2,405 2.3
Customer 1 (&) 184 0.2 1,733 1.6
Company — 3 3) 1,323 1.4 1,600 1.5
Others 5,818 6.1 15,322 14.6
Total 95,609 100.0 105,199 100.0
Notes:

1. It refers to a sourcing company acting solely on behalf of its respective garment brand company amongst the

transactions with our Group.

The aggregate sales amount is calculated by summing up the revenue generated from Customer A directly, which
amounted to RMB14.5 million for FY2015 and RMB15.2 million for FY2016, and Customer A’s indirect order
through its designated garment manufacturers. To the best knowledge of our Directors, as a measure of quality
control, this sourcing company placed some orders with us directly in order to monitor the quality of our products,
and in other instances through designated garment manufacturers. For details of the order arrangements, please refer
to the section headed ‘“Financial Information — Period to Period Comparison of Results of Operations —
Distribution and selling expenses™ in this prospectus.

The aggregate sales amount is calculated by summing up the sales to the designated garment manufacturers.

The sales amount represents the sales to the garment brand company directly.

The aggregate sales amount is calculated by summing up the sales to both the garment brand company and its
designated garment manufacturers. To the best knowledge of our Directors, as a measure of quality control, these

garment brand companies placed some orders with us directly in order to monitor the quality of our products, and in
other instances through designated garment manufacturers.
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The diagram below shows our typical business model as well as the business relationship among
the parties:

___________________

1. Garment brand companies

2. Sourcing companies B Our Group

y

3. Garment manufacturers

Notes:
— Placing orders
----- Providing design and specification of products

------------- » Providing list of selected suppliers

Apart from manufacturing and sourcing various garment accessories, our Group also provides
various value-added services to our customers. Starting from the pre-production stage, our customers can
utilise our online system or through our sales and marketing department to place orders with us. Our
Group then provides guidance and assistance to our customers on the technical feasibility of design and
material usage of the products. During the production stage, through such system our Group also verifies
and protects intellectual property of brands such as trademarks and ensures the accuracy of the variable
data such as prices and care content under quality control process. Our Group also stores these data and
provides a back-up source of information to our customers. After the production stage, our Group
utilises such online system to enable our customers to track the delivery status of the products ordered.

According to the F&S Report, there are about more than thousands of garment accessories
manufacturers who focus on the business of printed products, woven labels and printed labels in the
PRC. Accordingly, as of 2016, the PRC garment accessories industry was relatively fragmented, top five
players only occupied about 9.2% of the total market in terms of sales revenue. The sales revenue of our
Group in 2016 took a market share of 0.9% and ranked the seventh place in the PRC garment
accessories industry. With a proven track record of over 15 years as an established labelling solution
provider and a one-stop garment accessories manufacturer and the strong growth potentials of the
garment accessories industry in the PRC, our Directors believe that we are well-positioned to capture the
growing demand for garment accessories industry in the PRC.

— 84 —



BUSINESS

COMPETITIVE STRENGTHS

We believe our success and our potential for further growth are attributable to our competitive
strengths as set out below:

We have established long-standing working relationships with the garment brand companies
and the designated sourcing companies.

We have over 15 years of operating history in the manufacturing and sale of garment
accessories. With years of continuous efforts to offer quality printed products, we have established
our reputation in the industry. We sell our products to the garment brand companies, sourcing
companies each designated by a garment brand company and garment manufacturers. We provide
value-added services to our customers, in particular the garment brand companies and sourcing
companies, including the provision of guidance and assistance on the technical feasibility of design
and material usage of the products, protection of intellectual property such as trademarks and price
data, as well as the management of such data after the delivery of products.

During the Track Record Period, we had over 1,100 customers; and served over seven major
garment brand companies and two sourcing companies contributing over 85% of our total revenue,
which covered not less than 11 overseas brands, 11 PRC brands and four PRC and Hong Kong
brands. We have more than 10 years of working relationships with most of these major garment
brand companies and sourcing companies. The table below sets out the background of these seven
major garment brand companies and the two sourcing companies:
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Note 1: The garment brand company or sourcing company place orders with us directly, being our customers.
Note 2: The garment brand company or sourcing company instructs garment manufacturer to place orders with us.

Note 3: Market share is calculated based on the retail sales in men and women’s garment market in the PRC in
2016 according to the F&S Report.

Note 4: Market share is calculated based on the retail sales in children’s garment market in the PRC in 2016
according to the F&S Report.

Note 5: Market share is calculated based on the retail sales in sportswear market in the PRC in 2016 according to
the F&S Report.

Note 6: Company-3 has strong presence in Europe, Africa, and the Middle East. However, sales of Company-3 in
the PRC market is not significant enough for statistic purpose.

Note 7: According to F&S Report, PRC garment industry is very fragmented with total market size more than
RMB2,000 billion. Thus, each garment brand company (even famous and leading brands) accounted for
relatively small market share.

Note 8: The garment brand is mainly focused in the PRC market and therefore no market share in the world is
established.

To the best knowledge of our Directors, (i) the above garment brand companies and sourcing
companies are not controlled by the same group of shareholders; (ii) none of the brands applied on
our products was owned by more than one garment brand company; and (iii) during the Track
Record Period and up to the Latest Practicable Date, each of the brands applied on our products
was provided to us only by one garment brand company or sourcing company. Also, our Group has
not heavily relied on any of our customers.

Our Directors believe that our working relationships with the garment brand companies and
the designated sourcing companies have shown their recognition of the quality of our products and
are a result of our years of cooperation with them. We consider that this recognition and reputation
is a key factor leading to our success in the industry. For details, please refer to the section headed
“Industry overview — Entry barrier of garment accessories market in the PRC — Customer bases”
in this prospectus.

We supply a wide range of garment accessories.

We classify the products we provide into three types, being (i) printed products (e.g.
hangtags, price tags and stickers), (ii) woven labels (e.g. woven brand labels, woven size labels
and badges), and (iii) printed labels (e.g. printed brand labels, printed size labels and care content
labels). In addition, we also source and supply various garment accessories that we do not
manufacture ourselves such as tapes, hanging tablets, string locks, leather badges, buttons and
metal products, etc. The products we offer therefore cover a wide range of garment accessories and
are able to satisfy various needs of our customers. From the view of better management in terms of
cost and time, our customers can source all the garment accessories that they need through our
Group rather than through various separate suppliers. Our Directors believe that with our supply of
a wide range of garment accessories, our customers can reduce their chance of confidential
information leakage by reducing their frequency of providing their designs and specifications to
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other suppliers. Our Directors also believe that these benefits of cost effectiveness, convenience
and better brand management would be the main reasons that our customers work closely with our
Group as their selected suppliers over other garment accessories provider.

We provide value-added services ranging from providing guidance on design and data
accuracy, intellectual property protection to data management and logistic management.

Apart from manufacturing and sourcing various garment accessories, our Group also provides
various value-added services to our customers. These services cover three main areas from design
and data, intellectual property protection to data and logistic management. To facilitate the
provision of these services, we have established a comprehensive online system together with
quality control measures.

Starting from the pre-production stage, our customers can utilise such online system or
through our sales and marketing department to place orders with us. Our Group can track the
specifications and needs of products required by our customers and receive our customers’ orders.
Our Group also provides guidance and assistance to our customers on technical feasibility of the
design and material usage of the products under different brands.

In respect of brand protection and data management, during the production stage, our Group
verifies and protects intellectual property of brands such as trademark and ensures the accuracy of
the variable data such as prices and care content through the online system by our quality control
teams. For example, in the event where the design of products involves multi-language, our Group
ensures the translation’s accuracy and provide assistance to our customers by utilising our online
system which is equipped with a multi-language translation function for 19 languages.

Our Group also stores these contents in support of our customers and these contents can be
retrieved upon our customers’ requests. It serves as a back-up source of information to them. After
the production stage, our Group utilises such online system to enable our customers to track the
delivery status of the products ordered.

By providing these value-added services to our customers, it ensures the design and data
accuracy of the final products for our customers in particular for the garment brand companies.
Our Directors believe that the provision of such value-added services is one of the main reasons
our customers remain with our Group as their suppliers for long terms.

We have established an experienced and professional management team.

Mr. Lam, our founder, chairman and non-executive Director of our Group and one of our
Controlling Shareholders, has over 24 years of experience in the garment accessories
manufacturing industry and has been in a key management and leadership role in the development
of our Group. With his experience in the whole value chain of the garment industry, from sourcing,
production, branding to sales, Mr. Lam is able to understand the needs of our customers.

Our two executive Directors, Mr. Gabi Lam and Mr. Jeffery Lam, have established
experience in garment accessories manufacturing industry. Mr. Gabi Lam obtained a bachelor’s
degree of business in management in 2004 and obtained a master’s degree of business in
entrepreneurship in December 2005. He joined our Group in March 2006 and had gradually taken
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up the management of our Group from Mr. Lam. Mr. Gabi Lam has over 10 years of experience in
the garment accessories manufacturing industry. Mr. Jeffrey Lam graduated in June 2012 with a
bachelor’s degree of science with honours in accounting and finance. He has over four years of
experience in the garment accessories manufacturing industry. He joined STL Garment Accessories
in August 2012 as general manager assistant.

Our Directors believe that our Group’s success is attributable to, among other things, the
contribution of each of the executive Directors and senior management. For details of their
experience, please refer to the sections headed ‘“Directors and senior management — Executive
Directors” and ‘“Directors and senior management — Senior management” in this prospectus.
With their experience and expertise, our Directors believe that our senior management will be able
to drive continuous growth of our Group. Our Directors are of the view that our Group has a low
turnover rate in senior management and production team. The stability enables the team to develop
in-depth industry knowledge for efficient operations of our Group’s business.

BUSINESS STRATEGIES AND FUTURE PLANS

Our overall business objective is to strengthen the position as an established labelling solution
provider and a one-stop garment accessories manufacturer and supplier in the PRC. We intend to achieve
these objectives by implementing the following strategies:

Upgrading our production facilities and digital printing technology

For FY2016, the utilisation rates of our production lines of printed products, woven labels
and printed labels were approximately 93.0%, 35.9% and 76.7%, respectively. According to the
F&S Report, due to the increasing trend of fast fashion and internet retail in the recent few years,
garment brand companies develop new products every four weeks on average, thus the production
cycle of various products in the garment industry is gradually shortened. In order to meet the
expected increasing demand of our customers and to increase our production efficiency, our Group
plans to continue upgrading our existing production facilities for printed products (the “Printing
production line”) by acquiring two four-colour offset printing machines with inline UV coating
capabilities and one colour digital printing machine.

We expect that the two new four-colour offset printing machines will be in operation in the
first half of the year 2018 and the first half of the year 2019, respectively. Our Directors advised
that it is expected that the new four-colour offset printing machines will enhance production
efficiency and cost effectiveness because: (i) it can reduce the number of pass required for printing
multi-colour products, which can save production time and enable us to complete orders for
delivery to our customers faster and may attract more orders to our Group; and (ii) reducing the
number of pass in printing also means that we can save manpower, time and cost for washing,
changing printing plates, colour tone adjustments and re-registration of printing images and drying
of ink. The production speed of multi-colour printing increases with a printing machine with more
printing units. As many of our Group’s hangtags and labels are for quality products which require
various colour effects, our Directors consider that our plan to acquire two four-colour offset
printing machines will enable us to print the products in accordance with complicated
specifications efficiently and in good quality.
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As at the Latest Practicable Date, we had three digital printing machines which can only print
in black and white. We expect that the new colour digital printing machine will be in operation in
the first half of the year of 2018. With the new colour digital printing machine which can print in
multiple colours, we are able to enhance the quality of our products involving variable data and
also diversify our range of products by providing coloured printed products.

The acquisition of machines will enhance the efficiency, design and quantity of product
outputs. We believe such investment will expand our production capacity and further enhance our
profitability. For details of our existing production capacity and utilisation rate, please refer to the
paragraph headed “Production capacity” in this section. We plan to allocate approximately 45.2%
(or approximately HK$17.0 million) of the net proceeds (based on the Offer Price of HK$0.30 per
Offer Share, being the midpoint of the indicative Offer Price range of HK$0.26 to HK$0.34 per
Offer Share) from the Share Offer.

Developing the capability of applying RFID technology to our products

According to the F&S Report, over 80% of the U.S. and Western Europe garment factories of
global garment brands applied the RFID technology; it has been widely used in the garment
manufacturing industry to track various products in a garment factory and during the logistic
process, with major application currently in the U.S. and Western Europe garment factories of
global garment brands. When RFID tags are hanged on garment products, retailers can utilise the
RFID tags for stock control, tracking the movement and location of products and even collecting
consumer behaviours related data. Even though it may not yet be widely used in the PRC garment
industry, according to our Directors, our customers have from time to time enquired the capability
of our Group on this technology.

In recent years, the application of RFID technology in the PRC garment accessories market
enjoyed a rapid growth. The penetration rate of RFID technology in the PRC garment accessories
market increased from approximately 9.5% in 2011 to approximately 20.0% in 2016, with a CAGR
of 16.1%. In the future, the penetration rate of RFID technology in the PRC garment accessories
market is expected to reach 29.5% in 2020, with a CAGR of 10.2% from 2016. During the Track
Record Period, we had yet to record any sales and we have been undergoing a trial process for
such application. To cope with the growing trend of this technological advancement, we are
required to acquire machines with RFID technology and hence upgrade our existing production
facilities. Given that our customers have from time to time enquired our capability on the RFID
technology, which is an indicator of demand, our Directors believe that with the adoption of the
above RFID technology, we can cater for our customers’ demand by offering RFID tags to our
existing customers and further expand our customer base to cover potential customers which may
order RFID tags. We intend to allocate approximately 8.0% (or approximately HK$3.0 million) of
the net proceeds (based on the Offer Price of HK$0.30 per Offer Share, being the midpoint of the
indicative Offer Price range of HK$0.26 to HK$0.34 per Offer Share) from the Share Offer to set
up two RFID production lines.
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Enhancing our heat transfer printing production facilities

According to the F&S Report, heat transfer printing is a digital printing process in which
material is applied to paper (or some other material) by melting a coating of ribbon so that it stays
glued to the material on which the print is applied. It is now becoming the primary element in
garment manufacturing operations. Each fabric and printing material has its own properties and
appropriate mixing of inks differs for different types of fabric contents and printing materials.
Hence, the heat transfer printing production facilities need continuous development and to be fine-
tuned to satisfy customers’ needs and requirements. With the adoption of more enhanced heat
transfer printing, we can improve wearability and durability of products so as to satisfy our
customers’ needs. The heat transfer printing technology can be regarded as relatively mature
technology for most garment accessories manufacturers. In 2016, the penetration rate of heat
transfer printing technology in the PRC garment accessories industry was around 70%. Our
Directors thus have decided to further enhance our heat transfer printing production facilities.

During the Track Record Period, we engaged and solely relied upon subcontractors to
produce heat transfer printing labels for our customers recorded with revenue of approximately
RMB92,000 for FY2015 and RMB312,000 for FY2016, represented an increase of approximately
2.4 times. We purchased one specialised heat transfer printing machine in early June of 2017. As at
the Latest Practicable Date, we have not yet commenced the trial production of the specialised heat
transfer printing machine, which is expected to be commenced in mid-July of 2017 and our
existing printing machines may be able to perform limited heat transfer functions. We may
continue to outsource the production of these products to our subcontractors, and therefore we may
have to incur more time and resources in communicating with them about such product
requirements and specifications of our new customers and/or different requirements of our existing
customers. Further, there is no assurance that our subcontractors would possess the appropriate
know-how to meet our requirements in such circumstances. Moreover, the subcontractors’
production capacity and/or schedule may not always fit our customers’ demands.

Our Directors consider that the enhancement of our heat transfer printing production facilities
will diversify our own product range by the introduction of design and production with the use of
heat transfer printing moulds and products for garment manufacturers to be applied on their
garments instead of printing directly on the garments in our factories. In addition, it can reduce our
reliance on these subcontractors to produce heat transfer printing labels and have better cost and
quality control. We intend to allocate approximately 16.0% (or approximately HK$6.0 million) of
net proceeds (based on the Offer Price of HK$0.30 per Offer Share, being the midpoint of the
indicative Offer Price range of HK$0.26 to HK$0.34 per Offer Share) from the Share Offer to set
up two heat transfer printing production lines. After the implementation of such enhancement plan,
our Directors believe that our Group will be capable to handle the heat transfer printing function
by our own and we will cease to engage subcontractors to produce heat transfer printing labels.

Our Directors believe that with the enhancement of heat transfer printing production
facilities, our business diversity and expansion plans can be enhanced in the short and medium
term. We intend to allocate approximately 16.0% (or approximately HK$6.0 million) of the net
proceeds (based on the Offer Price of HK$0.30 per Offer Share, being the midpoint of the
indicative Offer Price range of HK$0.26 to HK$0.34 per Offer Share) from the Share Offer.
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Upgrading our information technology systems

We have established an online system catering for the product design, brand protection and
data management through tracking of orders online.

We have also implemented the ERP system, which applies to many aspects of our daily
operations and management, including financial reporting, inventories and sales and management,
manufacturing, and procurement. It enables and facilitates the integration and exchange of
information among our different departments.

We intend to integrate our online system into a new ERP system to cover wider aspects in
our daily operations and enable electronic data interchange and data direct linkage. With the
integrated system, we can increase efficiency in our information exchange and improve operational
management and ultimately increase customer satisfaction. After the system upgrade, we will need
to provide staff training on the usage and system infrastructure of the system, as well as provide
system maintenance and system development.

We intend to hire a ERP consultancy company in the PRC to advise on the integrated
solution. We estimate that the aggregate costs and expenses for upgrading our ERP system will be
approximately HK$5.3 million which is planned to be financed by approximately 14.1% of the net
proceeds (based on the Offer Price of HK$0.30 per Offer Share, being the midpoint of the
indicative Offer Price range of HK$0.26 to HK$0.34 per Share) from the Share Offer.

Expanding our sales and marketing department

We will continue to maintain our current market penetration by our efforts in maintaining and
further improving our customer relationship which can lead to increasing customers’ satisfaction.
Our Directors intend to strengthen our marketing strategies and personnel, and explore business
opportunities through (i) increasing the product penetration and range with existing garment brand
companies; (ii) acquiring new customers which are sourcing companies; and (iii) developing
business relationship with other garment brand companies and sourcing companies in the PRC. To
accomplish the above objectives, our Directors intend to hire three additional sales and marketing
managers who are experienced in garment accessories industry with network of potential
customers. We estimate that the aggregate costs and expenses for expanding our sales and
marketing department will be approximately HK$3.0 million which is planned to be financed by
approximately 8.0% of the net proceeds (based on the Offer Price of HK$0.30 per Offer Share,
being the midpoint of the indicative Offer Price range of HK$0.26 to HK$0.34 per Share) from the
Share Offer.
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OUR PRODUCTS

Our products can be categorised into three main types being (i) printed products, (ii) woven labels
and (iii) printed labels. Due to difference in nature of these products, we have established three major
production lines to facilitate the manufacturing process. Depending on customers’ requirements, we
typically produce printed products, woven labels and printed labels according to the designs and
specifications approved by the garment brand companies and sourcing companies. Our products can be
in various shape, size, colour, and can be used for a variety of purposes, such as promoting brand image
and presenting product or company information.

Our key product descriptions and their pictures for illustrative purpose are set out below:
Key product Picture Description
Category (I) — Printed products

Hangtags Hangtags are paper tags which are attached to
garments by strings or plastic swift tags.

Price tags 0 Barcodes or variable data codes are printed on
price tags and can be read by reader
machines.

¥140.00

Stickers Stickers are labels which can be adhered on
garments or hangtags to display size and

prices.

Packaging materials Packaging materials include paper bags and

paper boxes.
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Key product Picture

Category (II) — Woven labels
o m

Size labels

Badges

Category (III) — Printed labels

Brand labels

Size labels

XS

160/84B

Care content labels

Description

Brand labels are manufactured through
weaving and sewed onto garments to display
brand names.

Size labels are manufactured through weaving
and sewed onto garments to display sizes of
garments.

Badges are sewed to garments for decoration
purpose.

Brand labels are manufactured through
printing and cutting and sewed onto
garments to display brand names.

Size labels are manufactured through printing
and cutting and sewed onto garments to
display sizes of garments.

Care content labels are printed on satin or
polyester ribbon tapes and sewn onto
garments to display instructions for proper
care of garments.

In addition to manufacturing the products through our production lines, we also source and sell

other garment accessories, such as tapes, hanging tablets, string locks, leather badges, buttons and metal

products to our customers in the PRC.
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A breakdown on revenue, sales volume, and average selling price of our Group by product types

for FY2015 and FY2016 is summarised as below:

FY2015

Average

Sales selling

Product types Revenue volume

Units in

RMB’000 % thousands

Printed products 49,828 52.1 391,293

Woven labels 28,428 29.7 236,259

Printed labels 13,664 14.3 150,201

Others V*'¢) 3,689 3.9 N/A
Total 95,609  100.0

price

RMB

0.127
0.120
0.091

N/A

FY2016
Sales
Revenue volume
Units in
RMB’000 % thousands
51,400 48.9 452,690
28,395 27.0 256,665
19,741 18.8 208,907
5,663 5.3 N/A

105,199 100.0

Average
selling
price

RMB

0.114
0.111
0.095

N/A

Note: Others include tapes, hanging tablets, string locks, leather badges, buttons and metal products with different kind of

measurement in units which cannot be aggregated.

Our Directors confirm that there was no material fluctuation on the price of our products during

the Track Record Period.

OUR BUSINESS MODEL

The diagram below shows our business model as well as the business relationship among the

parties.

___________________

1. Garment brand companies

-—--p

2. Sourcing companies

Our Group

y

3. Garment manufacturers

Notes:

— Placing orders

----- Providing design and specification of products

------------- » Providing list of selected suppliers
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In general, our customers are (i) the garment brand companies, (ii) sourcing companies each
designated by a garment brand company and (iii) garment manufacturers. Garment brand companies are
companies that own various trademarks, brand logos, commodity barcodes that carry the product’s
identity such as its country of origin, and various variable data such as price and care instructions while
the sourcing companies usually act as agents to garment and garment accessories for the garment brand
companies. According to the F&S Report, either the garment brand companies or the sourcing
companies take the role of design of products and outsource the manufacturing process to garment
manufacturers. In some cases, garment brand companies engage and designate sourcing companies to
liaise with garment manufacturers and garment accessories manufacturers for supply of garments and
garment accessories, respectively. In daily operation, the garment brand companies or the sourcing
companies liaise with our Group to arrange procurement of garment accessories; while our customers,
namely, the garment brand companies, the sourcing companies or the garment manufacturers, place
orders with us. In order to ensure product quality, garment brand companies and sourcing companies
often retain control on the selection of suppliers and therefore maintain a list of selected suppliers for
raw materials (such as fabric, labels, other garment accessories and packaging materials) and
subcontractors based on previous working relationship and price quotations.

When new garment products are launched, garment brand companies and sourcing companies will
release material specifications to seek price quotations in terms of different ranges of quantity of
products and product samples from the suppliers of various products such as raw materials, packaging
materials for finished garments and labels (such as our Group). Garment brand companies and sourcing
companies will then liaise the pricing with potential garment accessories manufacturers, select and
determine their own lists of approved garment accessories manufacturers. After selection of garment
accessories suppliers, garment brand companies and sourcing companies will inform our customers about
the selected suppliers list(s). Upon receipt of confirmations from the garment brand companies and
sourcing companies, our customers will place orders with our Group according to the needs of the
garment brand companies. We then deliver our products to our customers. Products ordered by our
customers from our Group are mainly for ultimate use as tags or labels for finished garments of garment
brand companies.

Major arrangement between our Group and our customers

We have not entered into long-term contracts with these customers. Our Directors believe that it is
consistent with industry norm. There are no standardised commercial arrangements or agreements. The
commercial arrangements between our Group and our customers depend on each purchase order taking
into account factors such as type of products, quantities, business relationship, total manufacturing costs,
payment history and our competitors’ pricing level. Payments are settled in RMB mainly through bank
transfer with credit terms ranging from 30 to 90 days. Our Group receives purchase orders from our
customers being either (1) garment brand companies, (2) sourcing companies, or (3) garment
manufacturers. Our Directors believe that while garment brand companies are companies that own
various trademarks, brand logos, commodity barcodes and various variable data such as price and care
instructions, they have their own sourcing procedure. Our Directors confirm that while garment brand
companies can place orders with us directly or through their sourcing companies or garment
manufacturers, the commercial arrangement and major terms between garment brand companies with
their designated sourcing companies and garment manufacturers are outside the engagement with our
Group and are not made known to us.
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As confirmed by F&S, the major arrangement between our Group and our customers is in line with
the industry norm in the PRC garment accessories market.

A breakdown on revenue of our Group by three customer types based on the amounts of our direct
sales to each customer type for FY2015 and FY2016 is summarised as below:

Customer types FY2015 FY2016
RMB’000 % RMB’000 %
Garment brand companies 1,462 1.5 4,454 4.2

Sourcing companies each
designated by a garment brand

company Vo 1) 14,515 15.2 15,207 14.5
Garment manufacturers Vo¢ 2 79,632 83.3 85,538 81.3
Total 95,609 100.0 105,199 100.0

Note 1: To the best knowledge of our Directors, none of these garment brand companies or their garment manufacturers
placed order directly with us.

Note 2: Some garment manufacturers may have their own brands but to the best knowledge of our Directors, they perform
manufacturing function. The revenue derived from such garment manufacturers amounted to approximately
RMB1.5 million and RMB1.7 million for FY2015 and FY2016, respectively.

Major arrangement between our Group and garment manufacturers

In most cases, garment manufacturers engage us and place purchase orders directly with us for our
products. Based on the understanding of our Directors, garment brand companies and sourcing
companies normally instruct garment manufacturers to produce the whole piece of garment. Upon
receiving purchase orders from the garment brand companies and sourcing companies, garment
manufacturers commence production of garment products and engage supplier(s), including supplier of
label and garment accessories like our Group, selected and approved by garment brand companies or its
sourcing companies. Garment brand companies or their sourcing companies provide data directly to our
Group via electronic means when they seek samples and price quotations from our Group. Once the
product specifications are agreed, they will confirm and authorise the production. Garment brand
companies and/or sourcing companies will instruct garment manufacturers to place orders to us based on
the agreed unit price for each type of products, design, other product specifications, as well as of the
quantity of the finished garment products by which garment manufacturers are bound. Other major terms
such as delivery timeline, quantity of the garment accessories required, logistics, etc. are negotiated
between us and garment manufacturers, who normally would take into consideration the delivery
timeline and other requirements as imposed by the garment brand companies and sourcing companies.
Garment manufacturers do not involve in the process of price quotation, product design and
development, and product approval. As long as garment manufacturers place orders to us based on the
price, design and other product specifications as approved and instructed by the garment brand
companies or sourcing companies, garment manufacturers can place orders to us according to their
production schedule without seeking further instructions from garment brand companies and sourcing
companies for each order.
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As confirmed by F&S, the major arrangement between our Group and garment manufacturers is in
line with the industry norm in the PRC garment accessories market.

Major arrangement between our Group and garment brand companies or their sourcing
companies

Some garment brand companies engage and place orders with us directly, they provide product
data, design and specification to us and seek samples and price quotations from our Group. Based the
agreed price, quantity and specifications, our Group and garment brand companies will negotiate other
major terms such as delivery timeline and logistics requirements. Such garment brand companies will
lay down instructions regarding the timeline, quantity of the garment accessories required (if applicable),
logistics, etc. directly.

Some garment brand companies delegate the procurement of garment accessories to sourcing
companies or garment manufacturers that coordinate the manufacture of the whole garment product,
which our products form part of it; and therefore they do not place purchase orders directly with us for
our products. Sourcing company is authorised by garment brand company as its agent, to liaise with
garment manufacturers and garment accessories manufacturers for supply of garment and garment
accessories. On behalf of garment brand companies, sourcing companies provide product data, design
and specification to us and seek samples and price quotations from our Group. Subject to the
arrangement between garment brand companies and sourcing companies, after confirmation of product
specifications and price with us, sourcing companies may engage and place orders with us directly as a
direct customer or through garment manufacturers. If the sourcing companies place orders with us
directly, they will also instruct us directly the delivery timeline, quantity of the garment accessories
required, logistics, etc. after taking into consideration the delivery timeline and other requirements as
imposed by the garment brand companies.

If garment brand companies or its designated sourcing companies do not place orders with us
directly but through garment manufacturers, the major arrangements between our Group and the garment
manufacturers are set out in the paragraph headed “Our business model — Major arrangement between
our Group and garment manufacturers” above.

As confirmed by F&S, the major arrangement between our Group and garment brand companies or
their sourcing companies is in line with the industry norm in the PRC garment accessories market.
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We normally do not enter into any long-term and legally binding contracts with these garment
brand companies. Major garment brand companies or the sourcing companies designated by the garment
brand companies would give us authorisation letters for use of trademarks and logos. During the Track
Record Period and as at the Latest Practicable Date, we have entered into a framework agreement with a
PRC garment brand company for our business cooperation, which was obtained through a tender
process. Our sales to the garment manufacturers designated by this PRC garment brand company
accounted for approximately 3.2% of our total revenue during the Track Record Period. No minimum
purchase requirement is committed by this PRC garment brand company under the framework
agreement. The current framework agreement will expire in March 2019, and our Directors believe that
in view of our stable business relationship, we will continue to seek for business cooperation with this
PRC garment brand company after the current framework agreement expires.

The salient terms in the framework agreement and purchase orders with this PRC garment brand
company are summarised as follows:

Products : Woven labels and printed labels

Contract period : Approximately three years, commencing from 20 January 2016 to 31
March 2019

Placing of orders : This PRC garment brand company or garment manufacturers designated by

it issue purchase order to us on order-by-order basis, which specifies the
product name, specification, quantity, delivery date and place, etc.

Payment and :  Bank transfer, with credit period of 60 days
credit terms

Our Group’s : We are responsible for supply woven labels and printed labels to the
responsibilities garment brand companies according to the design and specification
provided by the garment brand company.

Delivery : We are responsible for the cost and liability arising from the delivery of
products.
Warranty : If the products do not comply with the specifications set out in the

framework agreement, the products have to be returned to the garment
brand company or our Group shall destroy the products within the
prescribed time and bear the cost incurred.

Warranty period : 1 year, with free exchange period of 7 days

Liability :  If the products are identified with quality problems, our Group shall
compensate the loss of the garment brand company.
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OPERATION
Our business operation

The following flowchart shows the key phases of our business operation:

Sales and marketing

|

Price quotation, I

product design
and development

approximately
l 5-14 days
Product approval
and order placement

! I

Raw material approximately
sourcing 5-7 days
! }
A
Production
v v v
Printed products Printed labels
(Offset printing/Digital Woven l_abels (Screen printing/
printing) (Weaving) Flexographic printing)
approximately
7-14 days
v
Finishing and
packaging

!

Quality control

!

Delivery
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Sales and marketing
(i)  We conduct our sales and marketing by our sales and marketing department.

(i) Our sales and marketing department focuses primarily on the promotion of sales mainly to
the garment brand companies and the sourcing companies. It has been putting efforts in
promoting our Group’s business, as well as sourcing and following up orders (such as
production and delivery schedules) from potential and existing customers.

For further details on the sales and marketing, please refer to the paragraph headed “Sales and
marketing” in this section.

Price quotation, product design and development

(i) We receive the designs and specifications provided by the garment brand companies and the
sourcing companies for new products. Price quotation process may be initiated by the
garment brand companies and the sourcing companies before our submission of product
samples to garment brand companies and the sourcing companies for approval. When new
products are launched, garment brand companies and the sourcing companies may provide
artwork and product specifications (if any) to some suppliers for quotation purpose.

(ii) Our product development team (a) produce and modify new product samples based on the
garment brand companies’ or the sourcing companies’ designs and specifications, (b)
discusses with the garment brand companies and sourcing companies on the choice of
materials and ways to produce the products more cost effectively and (c) develop new
products based on the market trend.

Product approval and order placement

After the items are developed, our sales and marketing department presents the product samples to
the garment brand companies and the sourcing companies for approval and confirm the price, such that
our Group may accept orders from the designated customers for such products. The designated
customers then place orders with our sales and marketing department.

Sourcing

Our inventory management department sources our raw materials through our suppliers in the PRC.
We source certain products which we do not produce, such as leather badges, buttons, and metal
products so as to provide a one-stop garment accessories solutions to our customers.

Production

As at the Latest Practicable Date, save for the situations as disclosed in the paragraphs headed
“Our suppliers and subcontractors” in this section, we produced our products by ourselves in our
factories in Huizhou, the PRC. Our major products are categorised into three types: (i) printed products,
(ii) woven labels and (iii) printed labels. Due to their different natures in terms of machineries and raw
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materials required during production, we have established three production lines accordingly — (i) offset
printing and digital printing for printed products; (ii) weaving for woven labels; and (iii) screen printing
and flexographic printing for printed labels.

For further details on the production process, please refer to the paragraph headed “Production” in
this section.

Packaging and finishing

Production process normally takes seven to 14 days for most of our products. Afterwards, finished
products are packaged and stored at our warehouses in specified conditions pending delivery.

Subcontracting

We engage subcontractors to conduct certain sourcing, production and finishing and packaging
processes (i) which we consider as more labour intensive, (ii) which involve technologies, machineries
or licences that our Group did/does not have, (iii) to accommodate specific requirements of customers
and/or (iv) for better time management and efficiency when required. Our Directors confirm that, except
for arrangements agreed with Customer A and Suzhou Duoyue Printing, these subcontracting procedures
only account for a part of the manufacturing process and none of our customers have placed any
restrictions on our subcontracting arrangements. Also, all these subcontracted products are delivered
back to our Group for final quality control checks and are subsequently delivered to our customers from
our production facility.

For further details of suppliers and subcontractors especially with regards to Suzhou Duoyue
Printing, please refer to the paragraph headed “Our suppliers and subcontractors” in this section.

Quality control

We strongly emphasise quality control over our products and have implemented a comprehensive
quality control system throughout the process from sourcing, subcontracting, production to packaging.
Each production line has its own responsible staff members for quality control and as at the Latest
Practicable Date, we had 18 quality control staff members in total. For products we outsource from other
suppliers outside our production lines, we choose suppliers based on the quality of raw materials
supplied, pricing, payment terms, delivery and business relationship and we monitor their quality from
time to time.

We were awarded ISO 9001:2008 certificate in relation to the printing services related to garment
accessories including tags, posters and booklets.

Delivery

All of our customers are located in the PRC, but they are scattered in different provinces. They
may collect products from our factory or request us to deliver the products to their warehouses or
factories. Sometimes, logistics service providers appointed by us or our customers pick up products from
our factory for delivery to locations designated by our customers for further delivery to other provinces.
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SALES AND MARKETING

We conduct our sales and marketing by our sales and marketing department. We mainly obtain our
business opportunities through quotations and/or referrals given that we are the selected supplier of the
garment brand companies and the designated sourcing companies. We have participated into tendering
for one garment brand company and obtained purchase orders amounting to approximately RMB6.4
million in total, or approximately 3.2% of our total revenue, during the Track Record Period.

Our sales and marketing department

Our sales and marketing department focuses primarily on the promotion of business relationship
with garment brand companies and sourcing companies designated by the garment brand companies and
sales to our customers. Our customer service team communicates with our customers on a regular basis
to collect their feedback on our products, follows up orders (such as production and delivery schedules)
from potential and existing customers and refers our customers to our production development team for
advice on technical feasibility of design and material usage of the products. Our sales and marketing
department also works closely with other departments such as production, sub-contracting, warehouse
management, quality control and logistics departments to ensure consistent production of quality
products.

Our sales and marketing department consists of (i) customer service team and (ii) business
development team.

(i)  Our customer service team

Our customer service team, consisting of 33 staff members as at the Latest Practicable Date, is
responsible for communication with our customers on a regular basis to collect their feedback on our
products, follow up orders (such as production and delivery schedules) from potential and existing
customers, as well as maintaining sales relationship.

(ii) Our business development team

Our business development team, consisting of three staff members as at the Latest Practicable
Date, is responsible for business development, relationship management and liaison with garment brand
companies and sourcing companies. We also attend various garment industry exhibitions once to twice a
year in the PRC, such as Guangzhou and Shanghai, to meet with prospective customers in our exhibition
booth and to increase our brand image through the distribution and display of brochures.
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OUR CUSTOMERS

We recognise revenue from the sale of our products when they are delivered to our customers. Our

customers refers to garment brand companies, garment manufacturers and sourcing companies each

designated by a garment brand company in the PRC, who place orders directly to us.

We set out below is a breakdown of our Group’s revenue by customers:

For FY2015

Approximate

Number of Approximate percentage of

Nature of principal Main products/services years of amount of  revenue of Settlement Credit
Rank Customer business provided by our Group relationship revenue  our Group method terms (days)
(RMB’000) %
1 Customer A Sourcing company Hangtags, Hanging tablets, 6 14,515 15.2  Bank transfer 90
(Note) woven labels and leather
badge
2 Customer B Garment manufacturer ~ Hangtags, woven labels and 2 2,219 2.3 Bank transfer 30
and supplier in the printed labels
PRC
3 Customer C Garment manufacturer ~ Hangtags, woven labels, 12 2,212 2.3 Bank transfer 60
and supplier in the printed labels, adhesive
PRC tags and labels and other
products
4 Customer D Garment manufacturer ~ Hangtags, woven labels, 5 1,965 2.1 Bank transfer 90
and supplier in the printed labels, adhesive
PRC tags and labels and other
products
5 Customer E Garment manufacturer ~ Hangtags, woven labels, 6 1,920 2.0 Bank transfer 90
and supplier in the printed labels, adhesive
PRC tags and labels and other
products
Total 22,831 23.9
Note: For further details of this customer, please refer to the paragraph headed “Competitive strengths — We have

established long-standing working relationships with the garment brand companies and the designated sourcing

companies”.
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For FY2016
Approximate
Number of Approximate percentage of Credit
Nature of principal Main products/services years of amount of  revenue of Settlement terms
Rank Customer business provided by our Group relationship revenue  our Group method (days)
(RMB’000) %
1 Customer A Sourcing company Hangtags, hanging tablets, woven 6 15,207 14.5 Bank transfer 90
(Note) labels and leather badge
2 Customer F Garment brand company Hangtags, hanging tablets and 1 2,738 2.6 Bank transfer 60
(Note) woven labels
3 Customer C Garment manufacturer ~ Hangtags, woven labels, printed 12 2,451 2.3 Bank transfer 60
and supplier in the labels, adhesive tags and
PRC labels and other products
4 Customer G Sourcing company of ~ Hangtags, woven labels and 1 2,293 2.2 Bank transfer 30
garment and printing labels
garment accessory
products in the PRC
5 Customer H Garment manufacturer ~ Hangtags, woven labels and 12 1,587 1.5 Bank transfer 30
and supplier in the printing labels
PRC
Total 24,276 23.1
Note: For further details of this customer, please refer to the paragraph headed “Competitive strengths — We have

established long-standing working relationships with the garment brand companies and the designated sourcing
companies’”.

For FY2015 and FY2016, our single largest customer accounted for approximately 15.2% and
14.5% of our total revenue, respectively, while our five largest customers, in aggregate, accounted for
approximately 23.9% and 23.1% of our total revenue, respectively.

None of our Directors or Shareholders (which to the knowledge of our Directors owns more than
5% of the issued share capital of our Company), or their respective close associates, had any interest in
any of our five largest customers during the Track Record Period. Save as DY Apparel and DY
Weaving, none of our customers during the Track Record Period was also a supplier of our Group. For
further details, please refer to the section headed ‘“Financial information — Related party transactions”
and note 29 of the Accountants’ Report in Appendix I to this prospectus.

Save as disclosed in the paragraph headed “Our business model — Major arrangement between our
Group and the garment brand companies or their sourcing companies” in this section, we have not
entered into long-term and legally binding contracts with our customers. All of our customers place
purchase orders on an order-by-order basis with us. In determining our product price, we generally take
into account the total manufacturing cost and quantity of products in the purchase order, number of
delivery places and the locations, customer relationship, and a certain percentage of profit margin. We
generally do not offer discounts to customers. During the Track Record Period, our credit term granted
to customers ranged from 30 to 90 days, and sales payment are settled mostly by bank transfer (except
for a small amount of bank acceptance draft discounting for larger orders). Furthermore, individual
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credit evaluations are performed on customers. These evaluations focus on the customer’s past history
and current payment ability, and take into account information specific to the customer such as customer
relationship.

Our sales and marketing department is dedicated to communicate with our customers on a regular
basis to collect their feedback on our products. Our Group has no warranty policy but our customers are
allowed to fully return their products after delivery but before putting the products in use, should there
be any defects. Our Group will then check if there are major defects as compared to our sample
products, then rectify the defects, produce and deliver the products again should there be any defects.
Our Directors confirmed that our Group is not subject to any material product liability or warranty under
its business arrangements during the Track Record Period. Our Group did not record any material sales
return during the Track Record Period. Our Directors were also not aware of any material complaints or
claims relating to product quality from our Group and any material dispute with our customers, which
reflected well on our quality control process and reinforced our reputation in the market.

During the Track Record Period, to the best knowledge of our Directors, as we are the selected
supplier of the garment brand companies and the sourcing companies, most of our products sold to
customers would be ultimately used as parts of finished garments of the garment brand companies which
are based in the PRC and Hong Kong. As far as our Directors are aware, none of our customers ceased
sourcing products from us due to prohibition from any of the garment brand companies and the sourcing
companies during the Track Record Period.

PRODUCTION
Production process

Our products can be categorised into three main types being (i) printed products, (ii) woven labels
and (iii) printed labels. Due to their difference in nature, we have established three major production
lines for the production of these products accordingly. Depending on the product type and requirements
from our customers, our production process for printed products, woven labels and printed labels
involves the following principal stages:

. Production lines .
> Pre-production >> (L II and III) >> Post-production >
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Pre-production

Production line (I) —
Printed products

Most of our products are typically produced according to the designs
and specifications approved by the garment brand companies and the
sourcing companies. Data such as trademarks are supplied directly by
the garment brand companies and the sourcing companies to our Group
via our online system or electronic means. Our online system automates
the ordering process, allows our customers to place orders and to
monitor the orders placed by the garment manufacturers in a real time
basis, which enhances the efficiency of the ordering process. Our
product design team transform such data into artwork as samples.

Samples are sent to the garment brand companies or the designated
sourcing companies for approval. They would provide instructions for
further minor tweak if necessary, such as the size, colour and layout to
us for adjustment.

Once the sample is agreed, the garment brand companies or our
customers will confirm and authorise the production.

This production line is established mainly for the production of printed
products. Paper is the main raw material to be consumed in this
production line.

The sale of printed products accounted for approximately 52.1% and
48.9% of revenue for FY2015 and FY2016 respectively. Our printing
process is mainly divided into (i) offset printing and (ii) digital printing

process.
(i)  Offset Printing

Offset printing refers to a printing technique where the inked
image is transferred from a plate to a rubber blanket, which then
rolls and prints that image from the rubber blanket onto a piece of
paper. Offset printing offers consistently high image quality for
products and is relatively cost-effective for a large volume of
print orders. Offset printing requires the use of printing plates.
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Production line (II) —
Woven labels

(i)

The set of offset printing plates is mounted onto the cylindrical
drum on each of the printing units of the printing machine and
paper is cut to the required size to minimise wastage. During the
offset printing process, ink will be applied on the plate and
transferred onto the paper that passes through a set of printing
units each with a different colour. For example, a five-colour
offset printing machine will have five printing units which can
produce colour prints of up to five colours at a time and printed
products of six colours are required to be applied to a five-colour
offset printing machine in two runs in order to produce the six
colours effect. Meanwhile, we can also apply optical principle by
four-colour process printing to create colourful pictures with
CMYK colour model, that is, cyan, magenta, yellow, and key
(black). In such case, a printing machine only with four printing
units can also produce a colourful picture in one run. However,
this printing technology could not produce certain colours such as
gold and silver colour.

Digital Printing

Digital printing refers to methods of printing from a digital-based
image directly to a variety of media using large-format and/or
high-volume laser or inkjet printers.

This production line is established mainly for the production of woven

labels, such as brand labels and size labels. Yarn is the main raw

material to be consumed in this production line.

Our woven labels are manufactured using our computerised weaving

machines. Our weaving machines weave polyester yarns called warp

and weft yarns and re-create the image such as logo or trademark

provided by the garment brand companies or the sourcing companies in

the form of artwork. The woven labels come off from the weaving

machines in a tape form where they are then cut by ultrasonic or laser

into final products.
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Production line (II1) —
Printed labels

Post-production

This production line in established mainly for the production of printed
labels, such as care content labels. Polyester ribbon and nylon ribbon
are the main raw materials to be consumed in this production line.

Screen printing and flexographic printing are the major techniques
applied in the production of printed labels.

(i)  Screen printing

Screen printing refers to a printing technique whereby a mesh is
used to transfer ink onto a substrate, except in areas made
impermeable to the ink by a blocking stencil. A blade or squeegee
is moved across the screen to fill the open mesh apertures with
ink, and a reverse stroke then causes the screen to touch the
substrate momentarily along a line of contact. This causes the ink
to wet the substrate and be pulled out of the mesh apertures as the
screen springs back after the blade has passed.

Screen printing enables print making in which a design is
imposed on a screen of polyester or other fine mesh, with blank
areas coated with an impermeable substance. Ink is forced into
the mesh openings by the fill blade or squeegee and by wetting
the substrate, transferred onto the printing surface during the
squeegee stroke. As the screen rebounds away from the substrate,
the ink remains on the substrate. It is also known as silk-screen,
screen, serigraphy, and serigraph printing. One colour is printed
at a time, so several screens are required to produce a multi-
coloured image or design.

(ii) Flexographic printing

Flexographic printing is a printing process which employs the use
of pliable relief or raised image plates. Flexographic label
printing utilises rubber or polymer plastic plates which are more
flexible and less expensive to produce.

Flexographic printing can be used to print on nearly any substrate
whether its paper products, metallic or holographic films and
foils, or plastic of all types.

After the core production process, a series of post-production
operations including die-cutting, holes drilling, stringing or cutting and
folding, depending on the types of products, are undertaken by our
Group or our subcontractors depending on operation needs and
customers’ requirements.
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Our logistics department is responsible for packaging and delivery.
Customers may collect products from our factory or request us to
deliver the products to their warehouses or factories. Sometimes,
logistics service providers appointed by us or our customers pick up
products from our factory for delivery to locations designated by our
customers. To ensure timely delivery of our products, our online
system links up with the system of the logistics service providers so
that our customers and our Group can track the status of delivery
online.

Production facilities and machines

Our production factory is located in the PRC and we also have an office for administrative
purposes in Hong Kong. For further details of our properties, please refer to the paragraph headed
“Properties” in this section.

As at the Latest Practicable Date, we had the following machines:

Average
estimated
remaining
useful life  Quantity
Type of machine Function (Year(s)) (Units)
Pre-production
Computer to plate To produce the plates using 6 3

for offset printing
productions of printed
products
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Type of machine Function
Production line (I) — Printed products

Single-colour offset printing machine To print on paper by offset
printing with one colour

To print on paper by offset
printing with two colours

Black and white digital printing To print on paper by digital
machine printing in black and white
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Average
estimated
remaining
useful life

Type of machine Function (Year(s))

Production line (II) — Woven labels

Weaving machine To weave fabric according to 3
computerised instructions

Production line (III) — Printed labels

Screen printing machine To print on ribbons by screen 4

printing

Flexographic printing machine To print on ribbons by 7

flexographic printing
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Type of machine

Post-production

Hot foil stamping machine

Average
estimated
remaining
useful life

Function (Year(s))
To press gold and/or silver 6
colour on our printed
products
To cover our printed products 4

with a thin layer of paper
and clear plastic for
protection

To cut our products into 4

designated size by knife
cut/ultrasonic/laser
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Average

estimated

remaining
useful life Quantity
Type of machine Function (Year(s)) (Units)
Die cut machine To cut round opening or drive 4 12

thin metal ring into the
opening on printed products

In addition to the aforesaid machines, we have various equipment for data control, colour
management and reporting, material measurement for ensuring quality and accuracy throughout the
production.

We own all the aforementioned production machines, which were purchased with our internal
working capital. No hire purchases or other financing were obtained and they are not secured for any
financing purposes of our Group. As at 31 December 2015 and 31 December 2016, the carrying amount
of our machines amounted to approximately RMB7.5 million and RMB11.3 million, respectively.

According to the accounting policy of our Group, the estimated remaining useful life of our
machines ranges from approximately one year to ten years. For details of depreciation method of the
production facilities and machines, please refer to the section headed ‘““Financial information — critical
accounting policies, estimates and judgements” in this prospectus.

We carry out regular inspection and maintenance for certain machines, including weekly and
monthly inspection of printing machines by our internal technicians. Our maintenance costs for plant and
machinery amounted to approximately RMB1.3 million and RMB1.8 million for FY2015 and FY2016
respectively. Based on our current condition and existing operation status of the machines and the fact
that we have not experienced any material disruption to our operation in connection with the machines
during the Track Record Period and up to the Latest Practicable Date, our Directors believe that our
machines are in good working condition. Our Directors have confirmed that we do not have any
imminent need to replace our machines with new models but we seek to upgrade our production
facilities regularly through software and hardware updates to keep up with the pace of technological
developments so as to maintain our Group’s competitiveness. For further details, please refer to the
paragraphs headed ‘“Business strategies and future plans — Upgrading our production facilities and
digital printing technology™ in this section and the section headed *“Future plans and use of proceeds”
in this prospectus.
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Production capacity

For illustrative purposes only, the following table sets out our estimated production capacity and

estimated production volume of our production lines as well as the estimated utilisation rate for FY2015
and FY2016 respectively:

Number of products produced

FY2015 FY2016

Printing production line (Note 1)

Estimated production capacity — 439,271

Estimated production volume — 408,559

Estimated utilisation rate (%) — 93.0

Woven production line

Estimated production capacity 496,809 647,581

Estimated production volume 219,536 232,332

Estimated utilisation rate (%) 44.2 35.9

Printed labels production line

Estimated production capacity 170,094 251,149

Estimated production volume 150,303 192,735

Estimated utilisation rate (%) 88.4 76.7

Note 1: Our Group engaged DY Apparel for printing services and supply of printed products during FY2015. After our
Group obtained the printing licence in November 2015 and acquired machines from DY Apparel in January 2016
and March 2016, no further order has been placed to DY Apparel starting from January 2016 and up to the Latest
Practicable Date.

Note 2: For illustrative purposes only, the estimated production capacity of our production facilities is measured in terms
of the estimated number of products produced by the machines per hour in the optimal conditions, and multiplied
by estimated working hours of each of such printing machines per day (assuming no overtime works) and 270
days per year (taking into account the statutory and public holidays in the PRC and our normal maintenance
schedule), during the relevant period.

Note 3: The estimated production volume refers to the estimated total number of products produced during the relevant
period.

Note 4: The estimated utilisation rate is derived from dividing the estimated production volume by the estimated

production capacity. As the estimated production capacity is determined based on certain assumptions, our
estimated utilisation rates as set out in the above table are for reference only and are subject to adjust if the
underlying assumptions are different.

For FY2016, the utilisation rate of our production lines of printed products, woven labels and

printed labels were approximately 93.0%, 35.9% and 76.7% respectively. The utilisation rate of woven

label production lines were significantly lower than that of other production lines during the Track

Record Period. Unlike printing machines for printing production line and printed labels production line

which can produce products with different specifications, a particular machine in woven production line

can only produce products with certain specific weaving specifications. In order to meet the needs of

potential purchase orders with different weaving specifications, we need to equip with various types of

weaving machines for producing a variety of products when this is required by our customers; and
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therefore we had 40 machines in our woven production line, as compared with 7 and 17 machines in
printing production line and printed labels production line, respectively, as at the Latest Practicable
Date. During Track Record Period, most of the orders we received from our customers required certain
specific weaving methods such that only some, but not all, weaving machines were utilised, and
therefore the overall utilisation rate of woven production line were lower.

QUALITY CONTROL

We strongly emphasise quality control over our products and have implemented a comprehensive
quality control system.

Our quality control system includes the following processes:

° Purchase of raw materials — We usually select our suppliers based on the quality of raw
materials supplied, pricing, payment terms, delivery and business relationship.

° Pre-production — Data control with a double entry system, under which we have two
persons who input the relevant information into the system separately and the results of their
inputs are compared against each other such that any errors in inputs can be spotted and
correct, is adopted with special emphasis on material such as paper dimensions, thickness as
well as colour management.

° Production — Our ink mixing personnel are responsible for mixing inks in the proportion to
yield the required colour. By comparing with the quality control bar on the print sheet by
using an advanced densitometer, which measures the colour density, screen tone, grey
balance and print contrast, we make appropriate adjustment to the ink intensity of our
products to ensure that our printing quality for a particular production run is consistent.
Monitored by the quality control team to ensure that the production process conforms to
specific quality control requirements. Managers of the three different production processes
also carry out regular inspection for their respective production lines.

° Post-production — After the production process has been completed, our quality control staff
members will check the finished products on a sampling basis.

° Subcontractor — Our quality control staff members inspects the quality of the processing
work conducted by our subcontractors once those semi-finished products are delivered back
to our factory before they undergo further processes in our production lines.

° Machinery and equipment management — Regular inspections and maintenance are carried
out by our technicians to ensure optimum performance of our machinery and equipment.

° Staff quality awareness system — Regular training and continuous assessments of the
performance of staff are conducted.

Each production line has its own responsible staff members for quality control and as at the Latest
Practicable Date, we had 18 quality control staff members in total.
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We were awarded ISO 9001:2008 certificate in relation to the printing of printing services related
to garment accessories including tags, posters and booklets.

PROCUREMENT

We use a variety of raw materials and accessories in our manufacturing processes. The principal
raw materials used in the production of our products are paper, yarn, and ribbon, and we also procure
various garment accessories such as tapes, hanging tablets, buttons and strings that we do not produce in
order to provide a one-stop garment accessories solution to our customers.

Procurement orders are issued by us when we make purchases. Payment terms granted by our
suppliers ranged from approximately 30 to 90 days from the invoice date of the relevant purchases. We
typically settle our trade payables by bank transfers.

We source our key raw materials, namely, paper, yarn and ribbon from our suppliers located in the
PRC. We set out below our approximate purchase amount of paper, yarn and ribbon and their respective
approximate percentage to our total purchases of materials and services (including subcontracting
services) from our suppliers during the Track Record Period.

FY2015 FY2016
RMB’000 % RMB’000 %
Paper 6,827 20.2 9,117 25.4
Yarn 2,728 8.1 2,828 7.9
Ribbon 3,164 9.4 4,278 11.9

During the Track Record Period, the average purchase prices of paper, yarn and ribbon are set out

below:
FY2015 FY2016
RMB RMB
Paper (per kg) 6.7 6.8
Yarn (per kg) 23.1 23.0
Ribbon (per roll) 31.9 32.7

For sensitivity analysis on cost of raw materials, please refer to the section headed “Financial
information — Changes of material costs, direct labour costs and subcontracting costs — Change in
material costs” in this prospectus.

During the Track Record Period, we did not encounter any shortage or delay in the supply of raw
materials. Our Directors confirm that there was no material fluctuation on the price of our key raw
materials during the Track Record Period. If the costs of our key materials significantly increase, we
may be able to pass on these additional costs to our customers.
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INVENTORY

We have raw material inventories which are stored in the warehouse in our factory. All raw
materials are sourced when customers confirmed their orders according to their forecast and historical
data. As our suppliers of paper, yarn and ribbon are mainly in the PRC, the items we have ordered are
usually able to be delivered to us within five to seven days. We consider that it is not difficult to replace
any of the suppliers in the market with comparable quality and prices. We maintain a stable relationship
with our suppliers during the Track Record Period.

For FY2015 and FY2016, our inventory turnover days were approximately 8.6 days and 11.1 days
respectively. Of approximately RMB3.2 million inventory as at 31 December 2016, approximately
RMBO0.5 million was attributable to finished goods and about all finished goods aged in 30 days. Our
Group performs regular review of the carrying amounts of inventories with reference to aged inventories
analysis, historical trends and management judgment. As such, write-down of inventories would be made
when the carrying amounts of inventories decline below their estimated net realisable value. For FY2015
and FY2016, write-down of inventories of approximately RMB101,000 and RMB8,000 respectively have
been provided.

OUR SUPPLIERS AND SUBCONTRACTORS

We maintain a list of suppliers and subcontractors, and we regularly review the price lists from
suppliers and subcontractors. We usually select our suppliers based on the quality of raw materials
supplied, pricing, payment terms, delivery and business relationship. We normally conduct a quality
assessment for potential suppliers and an annual evaluation for key existing suppliers. Such assessment
generally involves inspection of qualification certificates such as FSC certificate and Oeko-Tex
certificate. After the proposed supplier or subcontractor is approved, we will add the supplier or the
subcontractor to the approved vendor list of our Group, and only those suppliers or subcontractors from
our approved vendor list will be engaged by us. The approved vendor list of our Group is reviewed on
annual basis for their performance in terms of product and service quality.

Furthermore, we engage subcontractors to conduct certain sourcing, production and finishing and
packaging processes (i) which we consider as more labour intensive, such as certain stringing of labels
to hangtags and adhering stickers to hangtags or garments, (ii) which involve technologies, machineries
or licences that our Group did/does not have, such as technologies and machineries to produce heat
transfer printing labels and woven labels with certain widths, and licences for printing of printed
products and barcodes that our Group did not have, (iii) to accommodate specific requirements of
customers and (iv) for better time management and efficiency when required. Upon completion of the
subcontracting process by the subcontractors, our quality control staff inspect the quality of the semi-
finished products or the finished products in accordance with the agreed requirements. During the Track
Record Period, our subcontracting costs amounted to approximately RMB8&.1 million and RMB3.7
million for FY2015 and FY2016, representing 12.8% and 5.6% or our cost of sales, respectively.

We have not entered into long-term and legally binding contracts with our raw material suppliers
and subcontractors, and there are no standardised commercial agreements. The commercial arrangements
between our Group and our raw material suppliers and subcontractors depend on each processing order
taking into account factors such as quantity, pricing, service quality, proximity of their factories to our
production facilities, time of delivery and business relationship. In general, we make order on order-by-
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order basis. Before we place orders, we normally seek quotations from our raw material suppliers and

subcontractors with credit terms ranges from 30 to 90 days. Payment is mainly made by bank transfer in

RMB.

During the Track Record Period, we had not received any material claims or complaints by our

customers in respect of the quality of products processed by our subcontractors. Our Directors consider

that our Group did/does not have undue reliance on our subcontractors. Our Group will be able to find

alternative subcontractor(s) readily and on similar commercial terms if any of its major subcontractors

ceases to provide services to our Group.

The table below sets out the details of our five largest suppliers (including the subcontractors)

during the Track Record Period:

For FY2015

Nature of principal

Rank Supplier business

1 DY Apparel Manufacturer of printed

products

2 Supplier A Supplier of textile

3 Supplier B Supplier of ribbons

4 Supplier C Supplier of paper

5 DY Weaving Manufacturer of woven
labels and printed

labels

Total

Main products/
services provided to
our Group

Raw materials and
subcontracting
service for printed
products

Hanging tablets

Ribbons

Paper

Raw materials and
subcontracting

service for woven
labels

Number of
years of
relationship
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Approximate
amount of purchase
of materials and

Approximate
percentage of
purchase of
materials and
services (including

services (including subcontracting
subcontracting service) of
service) our Group
(RMB’000) %

8,057 25.6

4382 13.0

2,198 6.5

1,666 49

1,371 4.1

18,274 54.1

Settlement
method

Bank transfer

Bank transfer

Bank transfer

Bank transfer

Bank transfer

Credit
terms
(days)

60

30

60

30

60
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For FY2016
Approximate
percentage of
Approximate purchase of
amount of purchase materials and
of materials and  services (including
Main products/ Number of  services (including subcontracting
Nature of principal services provided years of subcontracting service) of  Settlement Credit terms
Rank  Supplier business to our Group relationship service) our Group method (days)
(RMB’000) %
1 Supplier A Supplier of textile Hanging tablets 6 3457 9.6 Bank transfer 30
2 Supplier D Subcontractor Post production 1 2,994 8.3 Bank transfer 30
processing
3 Suzhou Duoyue Manufacturer of printed ~ Hangtags and 2 2,176 7.7 Bank transfer 60
Printing products stickers
4 Supplier B Suppler of ribbons Ribbons 5 2,276 6.3 Bank transfer 60
5 Supplier C Supplier of paper Paper 5 1,673 4.7 Bank transfer 30
Total 13,176 36.6

For FY2015 and FY2016, our single largest supplier accounted for approximately 25.6% and 9.6%
of our purchase of materials and services (including subcontracting services), respectively, while our
five largest suppliers, in aggregate, accounted for approximately 54.1% and 36.6% of our purchase of
materials and services (including subcontracting services).

Save as DY Apparel and DY Weaving, none of our Directors or Shareholders (which to the
knowledge of our Directors owns more than 5% of the issued share capital of our Company), or their
respective close associates, had any interest in any of our five largest suppliers during the Track Record
Period. As at the Latest Practicable Date, our Group has ceased all transactions with DY Apparel and
DY Weaving.

For sensitivity analysis on costs, please refer to the section headed ‘Financial information —
Changes of material costs, direct labour costs and subcontracting costs” in this prospectus.

For breakdown of cost of sales and the fluctuation in purchases of materials and services from
suppliers during the Track Record Period, please refer to the section headed “Financial information —
Description of selected items from consolidated statements of profits or loss and other comprehensive
income — Cost of sales” in this prospectus.

Among our five largest suppliers (including the subcontractors) during the Track Record Period,
Suzhou Duoyue Printing, DY Apparel and DY Weaving were our related parties.
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Suzhou Duoyue Printing

During the Track Record Period, we outsourced some of our production to Suzhou Duoyue
Printing, which was owned by Mr. Huang as to 80%, on a case-by-case basis. We undertake orders from
Customer A, being our largest customer for FY2015 and FY2016, which is a sourcing arm of a garment
brand company. When Customer A placed orders with our Group, and we outsourced these orders to
Suzhou Duoyue Printing. Both Customer A and its garment brand company have given consent to such
outsourcing agreement.

The reason we outsourced some of our production to Suzhou Duoyue Printing was that Customer A
would like to source their garment accessories from our Group but at a closer proximity from their
warehouse in Shanghai. Although Suzhou Duoyue Printing is closer to Customer A’s warehouse than our
Group, Customer A placed orders and will continue to place orders with us directly, which was mainly
due to (i) the established business relationship between Customer A and us for over 6 years, (ii)
convenience of our online system which enables Customer A to trace the status of each order and to
retrieve the data of historical orders, (iii) better labelling solutions we offered as a result of our in-depth
knowledge in Customer A’s products. Customer A continues to place orders to our Group after the
cessation of the outsourcing arrangements in February 2017. During the Track Record Period, our Group
has no overlapping customers with Suzhou Duoyue Printing. Mr. Huang has undertaken not to, and shall
procure its controlled corporations including Suzhou Duoyue Printing not to, compete with our Group
pursuant to a non-competition undertaking dated 24 June 2017.

DY Apparel

During the Track Record Period, we also engaged DY Apparel, which was indirectly owned by Mr.
Lam as to 55% and Mrs. Lam as to 20.5%, for printing services and supply of printed products on arm’s
length negotiation. As our Group obtained the printing licence in November 2015 and subsequently
acquired machines from DY Apparel in January 2016 and March 2016, no further order has been placed
to DY Apparel since January 2016. Mr. Lam and Mrs Lam ceased to have any shareholding in DY
Apparel since May 2016.

DY Weaving

During the Track Record Period, we also engaged DY Weaving, which was indirectly owned by
Mr. Lam as to 26% and Mrs. Lam as to 25%, for production services of woven labels and printed labels
on arm’s length negotiation. No further order has been placed to DY Weaving since January 2016. Mr.
Lam and Mrs. Lam ceased to have any shareholding in DY Weaving since May 2016.

SEASONALITY

Labelling solutions and garment accessories are needed throughout the year, except that the
manufacturing and supply of our products during the Lunar New Year holidays is lower. Our Directors
confirm that we did not experience any material seasonal fluctuations during the Track Record Period.
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RESEARCH AND DEVELOPMENT

Our product development team develop new products based on the market trend. Save for these
product development activities, during the Track Record Period, our Group did not engage in any major
research and development activity nor incurred any material research and development expenses.

COMPETITION

According to the F&S Report, due to rising production costs and competition between local and
global players, industry players face a high pressure of making profit. Successful companies in such an
environment have to be able to deliver high quality products and services while maintaining cost
efficiency in order to perform target profit margin. As major garment brand companies with global
manufacturing plants and retail branded goods worldwide are facing challenges from fast-changing
consumer tastes in styles, colours and selections, they are eager to improve brand awareness looking for
ways to get high quality finished goods from manufacturers to retail stores faster, at the lowest possible
cost. As a result, garment accessories manufacturers are required to deliver consistently high quality
products in a shorter production period. They have to maintain profitability while offering competitive
prices. Advanced equipment and skilled workers are essential to deliver high quality products. In order
to meet a client’s changing demands and to offer consistently high quality, manufacturers have to
consistently invest in the latest machinery and maintain a skilled and well-trained workforce.

AWARDS AND CERTIFICATIONS

Over the past years, we have received various awards and certifications, among which are the

following:
First Valid period/ Issuing
Awards and year of Year of award institution/
certifications awarded or certification authority Description
ISO 9001:2008 2003 16 March 2017 to  British Standard Compliance with ISO
15 March 2020 Institute 9001:2008 quality
management requirements
FSC certification 2013 