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

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents Delivered to the Registrar of Companies”
in Appendix VII to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong
and the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be determined by agreement between the Sole Global Coordinator (on behalf of the Underwriters) and our Company on
or about Friday, 6 February 2015 and, in any event, not later than 6:00 p.m. Friday, 6 February 2015. The Offer Price will be not more than HK$1.6
per Offer Share and is currently expected to be not less than HKS$1.1 per Offer Share, unless otherwise announced. Investors applying for the Hong Kong
Offer Shares must pay, on application, the maximum Offer Price of HK$1.6 per Offer Share, together with brokerage of 1.0%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is less than HK$1.6 per Offer Share.

The Sole Global Coordinator (on behalf of the Underwriters), with the consent of our Company, may reduce the indicative Offer Price range stated in
this prospectus and/or reduce the number of Offer Shares being offered pursuant to the Global Offering at any time on or prior to the morning of the
last day for lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction of the indicative Offer Price range and/or
the number of Offer Shares will be published in The Standard (in English) and the Hong Kong Economic Times (in Chinese) not later than the morning
of the last day for lodging applications under the Hong Kong Public Offering. Further details are set out in the sections headed “Structure and Conditions
of the Global Offering” and “How to Apply for the Hong Kong Offer Shares” of this prospectus. If, for any reason, the Offer Price is not agreed between
our Company and the Sole Global Coordinator (on behalf of the Underwriters) on or before 6:00 p.m. Friday, 6 February 2015 (Hong Kong time), the
Global Offering (including the Hong Kong Public Offering) will not proceed and will lapse. Please also see the section headed “Underwriting —
Underwriting Arrangements and Expenses — The Hong Kong Public Offering — Grounds for Termination” of this prospectus.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be
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EXPECTED TIMETABLE™

If there is any change in the following expected timetable, our Company will issue
a separate announcement to be published on the websites of the Stock Exchange
(www.hkexnews.hk) and of our Company (www.jcumbrella.com).

2015
Latest time to complete electronic applications
under the HK eIPO White Form service through
the designated website at www.hkeipo.hk™® . . ... ... .. ... . ... .. ... .. .. 11:30 a.m.

on Friday, 6 February 2015

Application lists open™ . . . . ... 11:45 a.m.

Latest time to lodge WHITE and YELLOW Application
Forms and to give electronic application instructions

on Friday, 6 February 2015

to HKSCC Y 12:00 noon

Latest time to complete payment of HK eIPO White
Form applications by effecting internet banking

on Friday, 6 February 2015

transfer(s) or PPS payment transfer(s)® .. .......... .. .. ... .. .. ...... 12:00 noon

)

on Friday, 6 February 2015

Application lists close™ . .. ... .. ... .. 12:00 noon

5)

on Friday, 6 February 2015

Expected Price Determination Date™™ .. ..................... Friday, 6 February 2015

(a) Announcement of the final Offer Price, the indication

of level of interest in the International Placing,

the results of applications in the Hong Kong Public
Offering and the basis of allocation under the
Hong Kong Public Offering to be published (a) in
The Standard (in English) and the Hong Kong
Economic Times (in Chinese); (b) on

the website of our Company at www.jcumbrella.com;

and (c) on the website of the Stock Exchange at
(6)

www.hkexnews.hk on or before'™ ..............

(b) Results of allocations in the Hong Kong Public
Offering (with successful applicants’ identification
document numbers, where appropriate) to be
available through a variety of channels as described

in the section headed “How to Apply for the Hong Kong

Offer Shares — 11. Publication of Results” from . . ..

A full announcement of the Hong Kong Public Offering
containing (a) and (b) above to be published on the

website of the Stock Exchange at www.hkexnews.hk‘®

and our Company’s website at www.jcumbrella.com'”’

Results of allocations in the Hong Kong Public Offering
will be available at www.tricor.com.hk/ipo/result

with a “search by ID” functionon.................

Thursday, 12 February 2015

Thursday, 12 February 2015

Thursday, 12 February 2015

Thursday, 12 February 2015



EXPECTED TIMETABLE™

Despatch of share certificates of the Offer Shares or
deposit of share certificates of the Offer Shares into
CCASS in respect of wholly or partially successful
applications pursuant to the Hong Kong Public
Offering on or before®™ . ... ... ... ... .. ... .. .. .. .. .. Thursday, 12 February 2015

Despatch of HK eIPO White Form e-Auto Refund
payment instructions/refund cheques in respect of
wholly successful (in the event that the final Offer Price
is less than initial price per Hong Kong Offer Share
payable on application) and wholly or partially
unsuccessful applications pursuant to the Hong Kong
Public Offering on or before. . ... .. ................. Thursday, 12 February 2015

Dealing in the Shares on the Stock Exchange
expected to commence at 9:00 am. on ........... ... ...... Friday, 13 February 2015

Notes:

1. All times and dates refer to Hong Kong local times and dates except as otherwise stated. Details of the structure
of the Global Offering, including the conditions of the Hong Kong Public Offering, are set out in the section
headed “Structure and Conditions of the Global Offering” of this prospectus. If there is any change in this
expected timetable, an announcement will be published in The Standard (in English) and the Hong Kong
Economic Times (in Chinese).

2. You will not be permitted to submit your application to the HK eIPO White Form Service Provider 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 monies) until 12:00 noon on the last day for submitting applications, when the application lists
close.

3. If there is a “black” rainstorm warning or a tropical cyclone warning signal number eight or above in force
in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 6 February 2015, the application lists
will not open and close on that day. Please refer to the section headed “How to Apply for the Hong Kong Offer
Shares — 10. Effect of Bad Weather on the Opening of the Application Lists” of this prospectus. If the
application lists do not open and close on Friday, 6 February 2015, the dates mentioned in this section may
be affected. A press announcement will be made by us in such event.

4. Applicants who apply by giving electronic application instructions to HKSCC should refer to the section
headed “How to Apply for the Hong Kong Offer Shares — 6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS” of this prospectus.

5. The Price Determination Date, being the date on which the final Offer Price is to be determined, is expected
to be on or around Friday, 6 February 2015 and in any event, not later than Friday, 6 February 2015. If, for
any reason, the final Offer Price is not agreed by 6:00 p.m. on Friday, 6 February 2015 between the Sole Global
Coordinator (on behalf of the Underwriters) and our Company, the Global Offering will not proceed and will
lapse.

6. The announcement will be available for viewing on the “Main Board — Allotment of Results” page on the
website of the Stock Exchange at www.hkexnews.hk.

7. None of the information contained on any website forms part of this prospectus.

— 11—



EXPECTED TIMETABLE™

8. Applicants who apply for 1,000,000 Hong Kong Offer Shares or more may collect share certificates (if
applicable) and refund cheques (if applicable) in person may do so from our Hong Kong Share Registrar, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong from 9:00 a.m.
to 1:00 p.m. on Thursday, 12 February 2015 or any other date as notified by us in the newspapers as the date
of despatch of share certificates/e-Auto Refund payment instructions/refund cheques. Applicants being
individuals who is eligible for personal collection must not authorise any other person to make their collection
on their behalf. Applicants being corporations who is eligible for personal collection must attend by sending
their authorised representatives each bearing a letter of authorisation from his/her/its corporation stamped with
the corporation’s chop. Both individuals and authorised representatives (if applicable) must produce, at the
time of collection, evidence of identity acceptable to our Hong Kong Share Registrar, Tricor Investor Services
Limited. Applicants who have applied on YELLOW Application Forms may not elect to collect their share
certificates, which will be deposited into CCASS for credit of their designated CCASS Participants’ stock
accounts or CCASS Investor Participant stock accounts, as appropriate. Uncollected share certificates and
refund cheques will be despatched by ordinary post to the addresses specified in the relevant applications at
the applicants’ own risk. Further information is set out in the section headed “How to Apply for the Hong Kong
Offer Shares” of this prospectus.

9. 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 initial price per Hong Kong 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 to facilitate your refund. 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 your refund cheque or may invalidate your refund cheque. Further information is set out in
the section headed “How to Apply for the Hong Kong Offer Shares” of this prospectus.

Share certificates are expected to be issued on Thursday, 12 February 2015 but will
only become valid certificates of title provided that the Global Offering has become
unconditional in all respects and neither of the Underwriting Agreements has been
terminated in accordance with its terms. Investors who trade Shares on the basis of
publicly available allocation details prior to the receipt of share certificates or prior to the
share certificates becoming valid certificates of title do so entirely at their own risk.

—iii —



TABLE OF CONTENTS

You should rely only on the information contained in this prospectus and the
Application Forms to make your investment decision. Our Company has not authorised
anyone to provide you with information that is different from what is contained in this
prospectus. Any information or representation not made in this prospectus must not be
relied on by you as having been authorised by our Company, the Sole Global Coordinator,
the Sole Sponsor, the Underwriters, any of their respective directors, employees, agents
or professional advisers or any other person or party involved in the Global Offering.

EXPECTED TIMETABLE. . ... ... ... .. . ... ... ...

TABLE OF CONTENTS . .. ... . . i

SUMMARY . ..

DEFINITIONS . . . . .

GLOSSARY . .

RISK FACTORS . ... i

FORWARD-LOOKING STATEMENTS ............ .. ..............

INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL
OFFERING. . . . .

DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING
CORPORATE INFORMATION . ... ... .
WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES
AND EXEMPTION FROM THE COMPANIES (WINDING UP AND
MISCELLANEOUS PROVISIONS) ORDINANCE .................
INDUSTRY OVERVIEW. . . ..
REGULATORY OVERVIEW .. ... ... ..
HISTORY AND CORPORATE STRUCTURE .......................

BUSINESS . . .

RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS. . . . ..

—1v —

Page

iv

20

32

34

62

64

68

71

74

78

99



TABLE OF CONTENTS

DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES .. ............. 200
SUBSTANTIAL SHAREHOLDERS ... ... ... ... ... .. 207
SHARE CAPITAL . . . . e 208
FINANCIAL INFORMATION. . . . . e 211
FUTURE PLANS AND USE OF PROCEEDS. . ...... ... ... .. ... ... . ... 267
UNDERWRITING . . . . e 269
STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING. . ......... 277
HOW TO APPLY FOR THE HONG KONG OFFER SHARES. .. ............ 287
APPENDIX I — ACCOUNTANTS’REPORT. ....................... I-1

APPENDIX II UNAUDITED PRO FORMA FINANCIAL

INFORMATION . ... ... .. II-1
APPENDIX IIT -  PROFIT ESTIMATE ....... ... ... ... ............ III-1
APPENDIX IV -  PROPERTY VALUATION ......................... IV-1

SUMMARY OF THE CONSTITUTION OF OUR
COMPANY AND THE CAYMAN COMPANIES LAW . V-1

APPENDIX V

APPENDIX VI STATUTORY AND GENERAL INFORMATION ....... VI-1

APPENDIX VII DOCUMENTS DELIVERED TO THE REGISTRAR OF
COMPANIES AND AVAILABLE FOR PUBLIC

INSPECTION IN HONG KONG .................. VII-1



SUMMARY

This summary aims at giving you an overview of the information contained in this
prospectus. Because this is a summary, it does not contain all the information that may

be important to you. You should read the whole prospectus 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”. You should
read that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are principally engaged in the manufacturing and sale of POE umbrellas and nylon
umbrellas. During the Track Record Period, we also produced and sold umbrella parts such as
plastic cloth and shaft to our customers. During the Track Record Period, revenue of our export
sales accounted for approximately RMB263 million, RMB339 million, RMB427 million and
RMB399 million, representing approximately 80.8%, 89.9%, 88.3% and 76.1% of our total
revenue respectively, while revenue of our domestic sales accounted for approximately RMB62
million, RMB38 million, RMB57 million and RMB125 million, representing approximately
19.2%, 10.1%, 11.7% and 23.9% of our total revenue respectively. According to Frost &
Sullivan, we were the largest exporter of umbrellas and parasols in the PRC in terms of export
volume in 2013, which recorded a total export volume of approximately 31 million units with
a market share of 3.4%. With respect to the market of Plastic Umbrellas, we were the largest
manufacturer of the Plastic Umbrellas in the PRC in terms of sales volume in 2013, which
represented a market share of approximately 20.4%. The market of Plastic Umbrellas
represented approximately 8.6% of the total umbrella market in the PRC in terms of sales
volume in 2013. We were also the largest supplier of Plastic Umbrellas in Japan in 2013 in
terms of sales volume, with approximately 43.1% of the market share. We were the third largest
umbrellas and parasols manufacturer in the PRC in terms of sales volume in 2013, with
approximately 2.0% market share and a total sales volume of 33 million units.

Our business model and products

We principally sell our POE umbrellas, nylon umbrellas and umbrella parts on export
basis to our overseas customers which accounted for approximately 80.8%, 89.9%, 88.3% and
76.1% of our total revenue for each of the three years ended 31 December 2013 and the ten
months ended 31 October 2014. During the Track Record Period, we exported our POE
umbrellas, nylon umbrellas and umbrella parts to markets such as Japan, Hong Kong, South
Korea, Taiwan, France and Cambodia. Our overseas customers would usually provide us with
their design and specification. Our sales personnel would closely communicate with our
customers. Depending on the specific needs of these overseas customers, our sales personnel
would put forward our suggestions for modifications to design and specification from our
research and development staff to our customers for their consideration. When customers
decide on the final design and specification, we would make samples and provide to our
customers for approval.



SUMMARY

For domestic market, we sell our POE umbrellas and nylon umbrellas and umbrella parts
to our customers in the PRC which accounted for approximately 19.2%, 10.1%, 11.7% and
23.9% of our total revenue for each of the three years ended 31 December 2013 and the ten
months ended 31 October 2014. Our domestic customers would usually place orders with us
from selection of our existing POE umbrellas and nylon umbrellas products which are all
designed by our research and development team. We also sell some of our POE umbrellas and
nylon umbrellas under our Jicheng (%/%) brand through sales to our non-trading customers
such as supermarkets which accounted for approximately 5.4%, 2.8%, 2.4% and 2.1% of the
total revenue for the three years ended 31 December 2013 and the ten months ended 31 October
2014.

We also manufactured umbrella parts as an ancillary products mainly for our existing
customers, both overseas and domestic customers, some of which also purchased POE
umbrellas and nylon umbrellas from us.

Our products mainly consist of POE umbrellas, nylon umbrellas and umbrella parts such
as plastic cloth and shaft.

The following table sets out a breakdown of our revenue by business segments during the
Track Record Period:

For the year ended 31 December For the ten months ended 31 October
2011 2012 2013 2013 2014
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)
Export sales
POE umbrellas 212,840 654 280,028 758 312220 77.0 327272 718 316410  60.3
Nylon umbrellas - Straight 30,336 9.3 26458 1.0 16,597 34 14527 3.5 21728 53
Nylon umbrellas - Folded 17,152 5.3 24047 6.4 23,750 49 21,091 5.0 20,128 5.0
Umbrella parts* 21 08 255207 14318 3.0 12453 30 M5 55
Sub total 263,100 808 339,085 899 426,945 883 315343 893 399381 ﬂ
Domestic sales
POE umbrellas 12216 3.8 1751 2.0 14,808 3.1 10,604 2.5 60,356  11.5
Nylon umbrellas - Straight 5029 17 3167 0.8 4740 1.0 46029 11 11,881 2.3
Nylon umbrellas - Folded 7,089 2.2 3306 09 5653 11 3874 09 33489 6.3
Umbrella parts* 31529 115 24058 ﬂ 31,469 ﬂ 25,991 ﬂ 19,596 38
Sub total 62,463 192 38282 10.1 56,670 17 45,098 107 125312 239
Total 325,563 100.0 377,367 100.0 483,615 100.0 420,441 100.0 524,703 100.0
* Umbrella parts include mainly plastic cloth, shaft and miscellaneous parts.
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For the ten
months ended
For the year ended 31 December 31 October
2011 2012 2013 2014

POE Nylon POE Nylon POE Nylon POE Nylon
umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas

Export sales

Average selling price RMB 10.8 11.8 12.1 12.7 13.2 13.5 14.1 16.4
Sales volume Unit’000 19,682 4,022 23,615 3,966 28,211 2,986 22,483 3,289
Gross profit RMB’000 58,487 9,938 77,188 9,586 97,518 9,107 85,763 13,254
Gross profit margin % 27.5 20.9 27.0 19.0 26.2 22.6 27.1 24.6

The increase in export sales gross profit was largely due to increased average selling price
and the relatively moderate increase in our cost of sales year by year during the Track Record
Period. During the Track Record Period, we managed to maintain a dual increase in both of our
sales volumes and the average selling prices. The reason for such increase was due to (i) during
the Track Record Period, the number of our total Japanese customers has risen from 38 to 50
and our other export sales customers increased from 20 to 25, (ii) our continuing effort to make
slight modification to the design of our umbrella products to attract customers and, as required
by our customers, changing the types of raw materials used in the production of our umbrella
products, such as raw materials for producing shaft and handles, and (iii) we would also take
into account the price adjustment of our major competitors in the market when we increased
the selling prices of our umbrella products. According to Frost & Sullivan, during the Track
Record Period, most of the major market competitors of our Group also increased their selling
prices of umbrella products mainly due to the increased costs of sales. According to Frost &
Sullivan, there are no official statistics on the wholesale price of umbrellas in Japan. As stated
above, our average unit selling prices of POE umbrellas and nylon umbrellas was
approximately RMB14 (approximately JPY230) and RMB16 (approximately JPY262) in 2014
respectively. For the retailers in Japan, represented by chained convenient stores, typical retail
price of POE umbrella ranged from approximately JPY400 to JPY600 (approximately RMB24
to RMB37) and nylon umbrellas ranged from approximately JPY600 to JPY900 (approximately
RMB37 to RMBS55). For chained convenient stores, typical gross margin was approximately
20% to 30%. In such cases, the average wholesale price of POE umbrellas and nylon umbrellas
is estimated to be approximately JPY307 to JPY500 (approximately RMB19 to RMB31) and
JPY461 to JPY750 (approximately RMB28 to RMB46), respectively. During the Track Record
Period, the average wholesale price of POE umbrellas and nylon umbrellas has both
experienced a slight rise. In terms of POE umbrellas, the main reason for the difference in the
wholesale price and our export price was primarily due to (i) the quality of the POE umbrellas
depending on the types/quality of raw materials as requested by different customers; and (ii)
targeted profit margin as anticipated by these wholesalers on a case by case basis. As for nylon
umbrellas, the main reason for the difference in the wholesale price and our export price was
primarily due to (i) variety of types of nylon umbrellas ranging from straight to folded with the
use of different types of fabric and other raw materials as requested by different customers; and
(i1) targeted profit margin as anticipated by these wholesalers on a case by case basis. During
the Track Record Period, the increase in the average selling price of our nylon umbrellas was
primarily due to change of product mix that we sold more two-folded umbrellas to our export
sales customers. Two-folded umbrella had the highest selling price compared to that of
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three-folded umbrella and straight umbrella during the Track Record Period. For details of the
selling price of our nylon umbrellas products, please refer to the paragraph headed “Our
Products — Nylon Umbrellas” under the section headed “Business” of this prospectus.

For the ten
months ended
For the year ended 31 December 31 October
2011 2012 2013 2014

POE Nylon POE Nylon POE Nylon POE Nylon
umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas

Domestic sales

Average selling price RMB 8.4 14.9 8.5 134 11.1 14.2 14.1 17.0
Sales volume Unit’000 1,451 854 911 482 1,328 731 4,276 2,674
Gross profit RMB’000 3,040 2,441 1,423 1,140 3,607 2,253 15,809 10,634
Gross profit margin % 24.9 19.2 18.4 17.6 24.4 21.7 26.2 23.4

The domestic sales volume of POE umbrellas decreased from approximately 1.5 million
units in 2011 to 0.9 million units while the domestic sales volume of nylon umbrellas decreased
from approximately 0.9 million units to 0.5 million units in 2012. The drop of domestic sales
volume for both of our POE umbrellas and nylon umbrellas in 2012 was primarily due to the
decreased purchase from our PRC customers, which were mainly comprised of trading
companies. Due to the intense competition in the PRC for export markets and the sales orders
of these PRC trading companies depended on the orders they received from their end
customers, we experienced fluctuation of sales volume from these PRC trading companies
when their sales to their corresponding end-customers dropped accordingly. For example, the
sales of one of our PRC trading company customers, amounted to approximately RMBS§.9
million, RMB3.4 million, RMB14.4 million and RMB14.6 million during the Track Record
Period, whose ranking in terms of sales fluctuated as well, ranging from number 7, number 19,
number 8 and number 10 for the years ended 31 December 2011 and 2012 and 2013 and 31
October 2014 respectively. Our Directors confirmed that there was no single event leading to
the fluctuation of our domestic sales during the Track Record Period. The fluctuation was
primarily due to our focus on the export business and the relatively high turnover rate of our
domestic sales customers for the years 2011 and 2012 and the first half of 2013, the
performance of our domestic sales was not as stable as that of our export sales. However, since
the second half of 2013, we allocated more resources to our domestic sales in order to develop
the PRC market and we managed to secure certain PRC customers, such as Customer G, which
started to do bulk purchase from us and in turn led to the soaring of our domestic sales for the
ten months ended 31 October 2014. As confirmed by our Directors, there were several reasons
for increase in the average selling price of our POE umbrellas in the domestic sales, including
(i) our PRC customers upgraded their requirement on types of raw materials in the
manufacturing of our POE umbrellas in the sense that they now prefer the end product with
higher quality rather than solely aim at low manufacturing cost and cheap selling price just like
in the past, (ii) similar to the Japanese market, some of the PRC customers now prefer larger
size POE umbrellas, for example from approximately 53 centimeters long to 58 centimeters
long, which resulted in higher production costs and higher selling prices, and (iii) we would
also take into account the price adjustment of our major competitors in the market when we
increased the selling prices of our POE umbrellas. Similar to that of our export sales, the
increase in the average selling price of our domestic sales of nylon umbrellas was primarily due

4
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to change of product mix that we sold more two-folded umbrella. Two-folded umbrella had the
highest selling price compared to that of three-folded umbrella and straight umbrella during the
Track Record Period. For details of the selling price of our nylon umbrellas products, please
refer to the paragraph headed “Our Products — Nylon Umbrellas” under the section headed
“Business” of this prospectus.

Our Directors confirm that, while maintaining Japan as our prime market, it is our
strategy to continue to further expand our PRC market and other overseas market in order to
diversify our market presence and ensure business growth in a long run.

Tax Rebate

The current export tax rebate rate in the PRC is 15.0%. The amount of tax rebate our
Group received was approximately RMB27 million, RMB43 million, RMB56 million and
RMB62 million for the three years ended 31 December 2013 and the ten months ended 31
October 2014, representing 8.4%, 11.5%, 11.5% and 11.8% of our total revenue, and 65.9%,
97.7%, 93.3% and 96.9% of our net profit respectively. Export tax rebate contributed
significantly to our Group’s net profit during the Track Record Period. The tax rebate
comprised a refund of VAT incurred on raw materials used to manufacture umbrellas in China
which subsequently exported. Our Directors are of the view that the export tax rebate arises in
the ordinary course of business of our Group.

The below table shows the gross profit and gross profit margin of overseas sales before
export tax rebate of our Group’s export umbrella products.

For the ten
months ended
For the year ended 31 December 31 October
2011 2012 2013 2014
POE Nylon POE Nylon POE Nylon POE Nylon

umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas umbrellas

Export sales

Gross profit ~ RMB’000 43,756 7,937 48,243 7,390 58,717 5,498 43,742 6,280
Gross profit

margin % 20.6 16.7 16.9 14.6 15.8 13.6 13.8 11.7
Customers

We sold our umbrella products directly to our customers, majority of which were either
overseas or domestic trading companies. For each of the three years ended 31 December 2013
and the ten months ended 31 October 2014, our largest customer accounted for approximately
24.5%, 26.1%, 21.1% and 20.0% of our total sales respectively, whereas our five largest
customers accounted for approximately 59.9%, 60.3%, 47.7% and 53.3% of our total sales
respectively. For the three years ended 31 December 2013, all of our top five customers were
Japanese companies which are principally engaged in trading business. For the ten months
ended 31 October 2014, three out of our top five customers were Japanese companies and the
remaining two were Cambodian company, namely Customer I, and PRC company, namely
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Customer G, respectively, which are also principally engaged in trading business. The total
domestic sales amount of nylon umbrellas substantially increased from approximately RMB10
million for the year ended 31 December 2013 to RMB45 million for the ten months ended 31
October 2014. On the other hand, the total domestic sales amount of POE umbrellas increased
from approximately RMB 14 million for the year ended 31 December 2013 to RMB60 million
for the ten months ended 31 October 2014. The main reason for such increases was due to the
business growth generated from Customer G, our new customer in 2014, which accounted for
approximately RMB35 million of our nylon umbrellas sales and RMB41 million of our POE
umbrellas sales. For details of Customer G and Customer I, please refer to the paragraph
headed “Sales and Marketing — Our Customers” under the section headed “Business”. Despite
the sluggish economic condition in Japan during the Track Record Period, as shown in the table
below, our Group’s sales performance in Japan managed a steadily upward trend mainly due
to our strong relationship with our major Japanese customers and the quality of our umbrella
products. For details of our competitive advantages, please refer to the paragraph headed
“Competitive Strengths” in the section headed “Business” of this prospectus.

We generally provide credit period up to 150 days for our domestic sales customers and
up to 30 days for our export sales customers including our Japanese and Cambodian customers.
Our Directors are of the view that it is market practice to give longer credit terms to PRC
customers while payment would usually be settled by way of telegraphic transfer by our export
sales customers of shorter credit terms. The material sales terms of our export sales customers
and domestic sales customers are substantially the same.

The following table sets out a breakdown of our revenue by the top five geographic

locations of the customers during the Track Record Period:

For the ten months ended

For the year ended 31 December 31 October
Ranking 2011 2012 2013 2014

RMB’000 % RMB’000 % RMB’000 % RMB’000 %

1 Japan 246,517 757 Japan 313916 832 Japan 366,825 759 Japan 312,255  59.5

2 PRC 62463 192 PRC 38282 10.1 PRC 56,670 117 PRC 125322 239

3 Taiwan 7,130 2.2 South 12,559 3.3 South 15,801 33 Hong 28,872 5.5
Korea Korea Kong

4 South 3,225 1.0 Taiwan 0,001 1.8 Taiwan 13,293 2.7 Cambodia 27,311 5.2

Korea

5 Vietnam 2,265 0.7 Vietnam 2,550 0.7 Thailand 9,061 1.9 South 12,314 23

Korea

Others* 3,963 1.2 Others* 3,459 09 Others* 21,965 45 Others* 18,629 3.6

Total 325,563 100.0 377,367 100.0 483,615 100.0 524,703 100.0

* Others mainly include France, US and other countries.
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Apart from maintaining Japan as our top market during the Track Record Period, we also
expanded other markets such as the PRC, Hong Kong and Cambodia in order to diversify our
market presence and to ensure continuous business growth. For further details, please refer to
the section headed “Business” of this prospectus.

Our production facilities

We manufacture our umbrella products at our Dongshi Production Site and Yonghe
Production Site both located in Jinjiang City (¥7L17), Fujian Province (&% #), the PRC. Our
Dongshi Production Site first commenced production in 1996 and our Yonghe Production Site
commenced production in 2004. The production sites and other ancillary facilities we operate
have a total site area of approximately 78,644 sq.m. and a total gross floor area of
approximately 99,228 sq.m.. Our production process is partly automatic and labour intensive.
The table below sets forth the production capacity of the two production sites during the Track
Record Period:

For the year ended 31 December For the ten months ended
2011 2012 2013 31 October 2014
Yonghe  Dongshi Yonghe  Dongshi Yonghe  Dongshi Yonghe  Dongshi
Production Production Production Production Production Production Production Production
Site Site Total Site Site Total Site Site Total Site Site Total
Unit'000  Unit’000 — Unit'000  Unit'000  Unit’000 — Unit'000  Unit'000 — Unit'000 — Unit'000  Unit'000 — Unit'000  Unir'000
Estimated
maximum
capacity?
POE umbrellas 14,118 14,567 28,685 23,625 14,625 38,250 24750 15,750 40,500 19,602 12474 32,076
Nylon umbrellas 5,354 4,604 9,958 5375 4623 9,998 5375 4623 9,998 4257 3,661 7918

19472 19,171 38,643 29,000 19,248 48,248 30,125 20,373 50,498 23859 16,135 39,994

Actual production
POE umbrellas 12,017 8,218 20495 12,8 11406 23,688 10,215 14,970 25,185 14,601 12,329 26,930
Nylon umbrellas 2814 1,632 4446 2,018 1,323 3,341 1,243 1,765 3,008 3,051 3,074 6,125

15,091 9,850 24941 14,300 12,729 27,029 11,458 16,735 28,193 17,652 15,403 33,035

Utilisation rate™

POE umbrellas 87% 56% % 52% 8% 62% 41% 95% 62% 4% 99% 84%
Nylon umbrellas 53% 35% 45% 38% 29% 33% 23% 38% 30% 2% 84% %
Total 1% 51% 65% 49% 66% 56% 38% 82% 56% 4% 95% 83%
Notes:

@) The estimated maximum capacity is calculated for illustration purpose only, based on 365 days per year
except for public holidays and 8 working hours per day.

(ii)  The utilisation rate for the year 2011, 2012, 2013 is calculated by dividing the actual production of a
year by the estimated maximum capacity of the year. The utilisation rate for the ten months ended 31
October 2014 is calculated by dividing the actual production of the period by the estimated maximum
capacity of 300 days.

To meet the increasing demand of our umbrella products, we plan to construct a new
production plant in the industrial area located in An Qiu City (% [1{7) of Shandong Province
(M%%\), the PRC. For further details, please refer to the section headed “Business — Business

Strategies — Increase our Production Capacity” of this prospectus.
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Raw materials and suppliers

We use a variety of raw materials and accessories in our manufacturing processes. The
principal raw materials such as steel plate, chemical materials (which mainly include LDPE
and LLDPE), plastic cloth, nylon cloth and certain components of umbrella frame (such as ribs
and shaft). We believe that the domestic supply of these raw materials is currently sufficient
for our production needs. We also procure other raw materials such as packaging materials
from third parties. We have established stable business relationships with multiple suppliers
and had not experienced any material shortage or delay in the supply of raw materials during
the Track Record Period.

OUR KEY DRIVERS OF OUR GROWTH AND OUR COMPETITIVE STRENGTHS

As shown in the two tables in the paragraph headed “Market Projections of the Japanese
Umbrellas and Parasols Market” in the section headed “Industry Overview” of this prospectus,
the demand for umbrellas in Japan experienced fluctuation during the Track Record Period, in
particular POE umbrellas’ consumption decreased from 76 million units in 2012 to 65 million
units in 2013. Despite the market condition, our Group’s sales to Japan market maintained a
stable upward trend during the Track Record Period. Our Directors consider that the key
drivers of our success include (i) our solid relationship with our major Japanese customers,
which we spent years to consolidate and such strong tie was built upon on our quality product
that satisfied the stringent requirement of our Japanese customers; and (ii) our expansion into
and growth in sales in the PRC and other South East Asian market during the Track Record

Period substantially boosted our growth as well.

We also believe that the followings are the key components to our success: (i) we are one
of the leading umbrella manufacturers in the PRC and exporters to the Japan market; (ii) we
have established long-term business relationships with our major customers; (iii) we produce
high-quality products and possess outstanding product development capabilities benefiting
from our relationship with key export customers; (iv) we have an experienced and dedicated
management team with extensive industry experience; (v) our Jicheng (%A{) brand is well
recognised in the PRC industry; and (vi) we own strategically located, large scale production

facilities to achieve economies of scale and low production cost.
OUR BUSINESS STRATEGIES

We intend to implement the following principal strategies to expand our business and
create values for our Shareholders: (i) increase and develop our market share in the overseas
markets; (ii) strengthen our product design and development capabilities and optimise our
product offerings; (iii) increase market share and penetration in the PRC and promote our brand

and brand awareness in the PRC; and (iv) increase our production capacity.
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RISK FACTORS

There are risks associated with any investment. Our business faces risks including those
set out in the section headed “Risk Factors” of this prospectus, in particular the following most
material risks: (i) any decrease of the export tax rebate in the future could have a negative
effect on our profitability; (ii) our business, financial condition and results of operations may
be affected by the loss of key customers; (iii) we may be subject to political and economic
instability and fluctuations in currency rates of foreign currencies, associated with selling of
our umbrella products to Japan and other overseas customers; (iv) any failure to maintain an
effective quality control system at our production facilities could harm our business; (v) any
unexpected disruption at our production facilities could have a material and adverse effect on
our business, financial condition and results of operations; (vi) we may experience a shortage
of labour or our labour costs may continue to increase; (vii) we do not have a long-term
purchase commitments from our customers, which expose us to potential volatility in our
turnover; (viii) reliance on purchasing power of Japanese residents and China’s per capita
annual disposable income and living expenditure per household; (ix) we may experience a
material adverse change in our financial results for the year ended 31 December 2014 and the
year ending 31 December 2015 which is mainly attributable to the listing expenses incurred in
relation to the Global Offering.

SUMMARY OF FINANCIAL INFORMATION
The following table is a summary of the consolidated results of our Group for the three
years ended 31 December 2011, 2012, 2013 and for the ten months ended 31 October 2014

respectively.

Extract of the consolidated statements of profit or loss and other comprehensive income

Ten months ended

Year ended 31 December 31 October
2011 2012 2013 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Revenue 325,563 377,367 483,615 420,441 524,703

Gross profit 80,949 93,697 119,392 104,949 137,611
Profit attributable to

owners of the
Company 40,580 43,135 57,631 51,073 62,778




SUMMARY

Extract of the consolidated statements of financial position

As at
As at 31 December 31 October
2011 2012 2013 2014

RMB’000 RMB’000 RMB’000 RMB’000

Current assets 285,215 404,014 385,928 342,121
Total assets 412,366 525,566 501,601 467,183
Current liabilities 244,108 313,159 279,439 237,360

Financial Ratio

For the year ended/ As at

as at 31 December 31 October

2011 2012 2013 2014

Current ratio” 1.2 times 1.3 times 1.4 times 1.4 times

Return on equity® 24.6% 20.8% 26.9% —%®

Gearing ratio® 81.0% 66.8% 77.9% 70.9%
Notes:

1. Current ratio is calculated based on the total current assets divided by the total current liabilities as at

the respective year/period end.
2. Return on equity is calculated by the total comprehensive income for the year divided by the total equity

as at the respective year end and multiplied by 100%.

3. Gearing ratio is calculated based on the interest-bearing liabilities divided by the total equity as at the
respective year/period end.

4. Calculation of return on equity is on full year basis.

Inventory

During the Track Record Period, the balance of our inventory amounted to approximately
RMB 173 million, RMB163 million, RMB119 million and RMB94 million, which accounted
for approximately 60.7%, 40.4%, 30.7% and 27.4%, respectively, of our total current assets.
During the Track Record Period, our Group’s average inventories’ turnover days were
approximately 229 days, 216 days, 141 days and 82 days respectively. Such decrease in the
inventory turnover days was mainly due to our adoption of the measures that our purchasing
department reviews and monitors our inventory level regularly so as to maintain an appropriate
level of inventory with reference to the production schedule and the prevailing market price of

each kind of raw materials we require.
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Cash Flow Position

The following table sets forth a summary of our cash flows for the periods indicated:

Ten months ended

Year ended 31 December 31 October
2011 2012 2013 2013 2014
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Net cash (used in) from

operating activities (34,526) 156,254 41,194 (92,246) 17,423
Net cash (used in) from

investing activities (18,769) (139,064) 144,888 148,347 (12,789)
Net cash from (used in)

financing activities 51,152 (2,396) (24,745) 22,725 (75,935)

(Decrease) increase in cash

and cash equivalents (2,143) 14,794 161,337 78,826 (71,301)
Cash and cash equivalents at

the beginning of the

year/period 12,415 10,272 25,066 25,066 186,403
Cash and cash equivalents at
the end of the year 10,272 25,066 186,403 103,892 115,102

During the Track Record Period, bank balances and cash amounted to approximately
RMB10 million, RMB25 million, RMB186 million and RMB115 million respectively. The
increasing trend of our cash flow position during the Track Record Period was primarily due
to cash generated from daily operation and increase of bank borrowings.

The amount of bank loans was approximately RMB136 million, RMB142 million, and
RMB173 million, and RMB163 million as at 31 December 2011, 2012 and 2013 and 31
October 2014, respectively. Such increases were primarily for the purpose of increasing our
level of working capital, and due to the expenses relating to the preparation and the
construction of our new office building in Yonghe Production Site and making reserve for
application of land titles and related expenses for some of our lands. To the best knowledge of
our Directors, it is getting more difficult to obtain new banking facility in Fujian province.
Even though a new banking facility may be obtained, the interest rate for such new banking
facility will be much higher than that of the existing ones. Therefore, for the benefit of keeping
good relationship with the banks in the PRC which in turn enables us to keep our banking
facilities stable, our Directors take the view that it is necessary to keep our current bank loans

level.
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SHAREHOLDING INFORMATION

Immediately following completion of the Global Offering, Jicheng Investment, which is

beneficiall
the issued

y wholly owned by Mr. Huang, will hold 450,000,000 Shares, representing 75% of
share capital of our Company. For the purpose of the Listing Rules, Mr. Huang and

Jicheng Investment are the Controlling Shareholders of our Company. Please refer to the

section headed “Relationship with the Controlling Shareholders” of this prospectus for further

details.
GLOBAL OFFERING STATISTICS
Number of Offer Shares in the Global : 150,000,000
Offering
Number of Hong Kong Offer Shares : 15,000,000
Number of International Placing Shares : 135,000,000
Over-allotment Option : 22,500,000 Offer Shares
Offer Price range : HKS$1.1 to HK$1.6 per Offer Share
Board lot : 2,000
Based on an Offer Based on an Offer
Price of HK$1.1 Price of HK$1.6
Market capitalisation HK$660 million HK$960 million
Unaudited pro forma adjusted
consolidated net tangible assets
attributable to owners of our
Company per Share” RMBO0.58* RMBO0.68*
(HK$0.73)® (HK$0.86)"
Notes:

Please see the section headed “Unaudited Pro Forma Financial Information” in Appendix II to this
prospectus for further details regarding the assumptions used and the calculations method.

The prepaid lease payments and buildings of the Group as at 30 November 2014 were valued by
International Valuation Limited, an independent valuer, and the relevant property valuation report is set
out in Appendix IV to this prospectus. With reference to the valuation of the Group’s property interests
as set out in Appendix IV to this prospectus, the Group’s interest in prepaid lease payments and
buildings as at 30 November 2014 of approximately RMB115.7 million. Comparing this amount with
the unaudited net carrying value of prepaid lease payments and buildings of the Group as of 30
November 2014 of approximately RMB98.1 million, there was a revaluation surplus of approximately
RMBI17.6 million. If the revaluation surplus was incorporated in the Group’s financial statements,
additional annual amortisation and depreciation of approximately RMB2.2 million will therefore be
charged. The surplus on revaluation will not be reflected in the Group’s consolidated financial
statements in subsequent years as the Group has elected to state its prepaid lease payments and buildings
at cost less accumulated amortisation/depreciation and any impairment loss in accordance with the
relevant HKASs.

No adjustments have been made to the unaudited pro forma adjusted consolidated net tangible assets of

the Group attributable to owner of the Company to reflect any trading results or other transactions of
the Group entered into subsequent to 31 October 2014.
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4. The unaudited pro forma adjusted consolidated net tangible assets per share is translated to Hong Kong
dollars at exchange rate of RMBO0.794 to HK$1.00. No representation is made that the Renminbi
amounts have been, could have been or may be converted to Hong Kong dollars, or vice versa, at that
rate.

DIVIDEND POLICY

For the year ended 31 December 2013, our subsidiaries declared and paid to their then
shareholders dividends of RMBS50 million in total. Our subsidiaries also declared to their then
shareholders dividends of RMB56 million in total in September 2014 and paid in October 2014
by cash. We do not have a fixed dividend policy. The form, frequency and amount of future
dividends on the Shares will be at the discretion of the Board and will depend on factors such
as our results of operations, cash flows, financial conditions, future prospects and regulatory
restrictions on the payment of dividends by us or our operating subsidiaries. There can be no
assurance that any dividends will be paid. Investors should consider the risk factors affecting
our Group as set forth in the section headed “Risk Factors” of this prospectus and the
cautionary notice regarding forward-looking statements contained in the section headed
“Forward-looking Statements” of this prospectus.

LISTING EXPENSES

The listing expenses to be borne by our Company are estimated to be approximately
HK$22 million (excluding the underwriting commission). During the Track Record Period, our
Company incurred listing expenses of approximately HK$10 million, which were recognised
as administrative expenses in the consolidated statements of profit or loss and other
comprehensive income for the ten months ended 31 October 2014, and approximately
HK$3 million were capitalised as deferred expenses in the consolidated statements of financial
position as at 31 October 2014 to be recognised as a deduction in equity. Our Company expects
to incur additional listing expenses (excluding the underwriting commission) of approximately
HK$9 million, of which approximately HK$7 million are expected to be recognised as
administrative expenses for the year ending 31 December 2015 and approximately HK$2 million
are expected to be recognised as a deduction in equity directly. Assuming an Offer Price of
HKS$1.35 (being the mid-point of the Offer Price range), the amount of underwriting
commission expected to be incurred by our Company is approximately HK$6 million, which
will be charged to equity of our Company. The listing expenses of approximately HK$10
million and HK$7 million will be charged to our profit and loss account for the year ended 31
December 2014 and the year ending 31 December 2015 respectively, which will be reflected
in our administrative expenses for the year ended 31 December 2014 and the year ending 31
December 2015 respectively.

The estimated listing expenses are the latest best estimate for reference only and are
subject to adjustment based on the actual amount incurred or to be incurred. Our results of
operations are expected to be adversely affected by the non-recurring listing expenses incurred.

Please refer to the section headed “Risk Factors — The Financial Results of our Group are
Expected to be Affected by the Expenses in Relation to the Listing” of this prospectus for
details.
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PROFIT ESTIMATE FOR THE YEAR ENDED 31 DECEMBER 2014

Notes:

€y

©3)

(3)

USE

Estimated consolidated profit attributable  Not less than RMB72 million
to equity shareholders of the (approximately HK$90 million)

(1, 2 and 3)

Company
Unaudited pro forma estimated earnings Not less than RMBO0.12
per Share®® (approximately HK$0.15)

The basis on which the profit estimate has been prepared are set out in Appendix III to this prospectus. The
estimated consolidated net profit attributable to equity shareholders of our Company for the year ended 31
December 2014 is based on the actual consolidated results of our Group for the ten months ended 31 October
2014 and our estimate of the consolidated results of our Group for the two months ended 31 December 2014.

The calculation of the unaudited pro forma estimated earnings per Share is arrived at by dividing the estimated
consolidated profit attributable to equity shareholders of our Company for the year ended 31 December 2014
assuming a total of 600,000,000 Shares in issue during the entire year assuming the Global Offering has been
completed on 1 January 2014 without taking into account any Shares which may be issued upon the exercise
of the Over-allotment Option.

The estimated consolidated profit attributable to equity shareholders of our Company and the unaudited pro
forma estimated earnings per Share are converted into Hong Kong Dollars at the exchange rate of RMBI1 to

HK$1.25. No representation is made that HK$ amounts have been, could have been or may be converted to
RMB, or vice verse, at that rate or at all.

OF PROCEEDS

Assuming an Offer Price of HK$1.35 per Offer Share (being the mid-point of the

indicative Offer Price range of HK$1.1 to HK$1.6 per Offer Share), the net proceeds from the
Global Offering are estimated to be approximately HK$174.8 million after deducting the

underwriting fees and other estimated expenses in connection with the Global Offering.

Our Directors presently intend to apply the net proceeds as follows:

. approximately HK$125.0 million, representing approximately 71.5% of the net
proceeds from the Global Offering, will be utilised for increasing our production
capacity by constructing a new factory upon obtaining the necessary approvals;

. approximately HKS$5.0 million, representing approximately 2.9% of the net
proceeds from the Global Offering, will be utilized for paying the outstanding
balance of the consideration in relation to the construction and completion of the
new 10-storey office building in our Yonghe Production Site with a gross floor area
of approximately 10,782 sq.m., which is expected to be completed in 2015;

. approximately HK$21.1 million, representing approximately 12.1% of the net
proceeds from the Global Offering, will be utilized for further expansion of our
branded umbrellas by intensifying our marketing activities to promote our brand
awareness both in the domestic and overseas markets, of which (i) approximately
HK$19.0 million for placing advertisements in traditional media and internet and
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participating in major trade fairs in the PRC and overseas and investing in
advertising and promotional materials for developing new markets of our umbrella
products, and (ii) approximately HK$2.1 million for training our sales and technical
teams;

. approximately HKS$6.2 million, representing approximately 3.5% of the net
proceeds from the Global Offering, will be utilised to strengthen our technical
expertise and know-how to ensure continuous improvement of our products, of
which approximately (i) HK$3.2 million for recruiting more experts for our research
and development team, (ii) approximately HK$1 million for subsidizing our
research and development staff to attend external training, and (iii) approximately
HK$2 million for further cooperation with academic or professional institutions and
enhancing our research and development capabilities; and

. approximately HKS$17.5 million, representing approximately 10% of the net
proceeds from the Global Offering, will be applied for working capital and other
general corporate purposes.

Please refer to the section headed “Future Plans and Use of Proceeds” of this prospectus
for further details.

RECENT DEVELOPMENTS OF OUR GROUP SUBSEQUENT TO THE TRACK
RECORD PERIOD

On 6 October 2014, our Group entered into a legally-binding memorandum with the
government of An Qiu (% [£T7) of Shandong Province (113 ), the PRC for the purpose of
construction of a new factory in order to expand our production capacity. For details of this
expansion plan, please refer to the section headed “Business — Business Strategies — Increase
our Production Capacity” of this prospectus.

Based on our unaudited management accounts which have been reviewed by our
Reporting Accountants, for the subsequent two months ended 31 December 2014, our export
sales amounted to approximately RMB50 million, representing approximately 64.4% of our
total revenue, while domestic sales amounted to approximately RMB28 million, representing
approximately 35.6% of our total revenue. Among our export sales, sales of POE umbrellas,
nylon umbrellas and umbrella parts amounted to approximately RMB36 million, RMBS8 million
and RMB6 million, representing approximately 46.2%, 10.6% and 7.6% of our total sales. For
domestic sales, sales of POE umbrellas, nylon umbrellas and umbrella parts amounted to
approximately RMB20 million, RMB6 million and RMB2 million, representing approximately
25.8%, 7.5% and 2.3% of our total sales. The significant increase in domestic sales during the
two months ended 31 December 2014 as compared to the corresponding period in 2013 was
mainly due to purchase from one of our PRC customers, namely Customer G, as new customer
of our Group since 2014, whose purchase amount was approximately RMB23 million,
representing approximately 83.0% of total domestic sales for the two months ended 31
December 2014. For export sales, our Customer I, which started business relationship with our
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Group since 2013 and ranked 19 by then, has become one of our top five customers for the ten
months ended 31 October 2014. The further expansion into overseas market such as Cambodia
has positive impact on the financial performance of our Group. For the purpose of diversifying
our market presence and ensure continuous business growth, our Directors consider that it is
of vital importance, apart from maintaining our Japan market share, to keep expanding into the
PRC and other overseas markets. Customer G placed small purchase orders with the Group in
2008 and did not continue to purchase from the Group after that because it went through some
restructuring in terms of its structure and business strategy. It was satisfied with the Group’s
product quality and delivery time and commenced bulk purchases from the Group in 2014. We
value Customer G because it matches with our business strategy to diversify our market
presence and expand our market share in the PRC market. Our Directors also take the view that
the reason for the fast-growing business relationship with Customer G was due to our market
reputation, in particular our performance in the Japan market, that led Customer G, as a new
market entrant, to do bulk purchase of umbrella products from us at the outset. On the other
hand, Customer I, was similar to the Japanese customers, that it started bulk purchase from us
after small purchase in 2013. For the background information of Customer G and Customer I,
please refer to the paragraph headed “Sales and Marketing — Our Customers” in the section
headed “Business” of this prospectus. To best knowledge of the Directors, Customer G’s

onward customers are mostly overseas customers.

For 1 November —
31 December 2014

RMB’000 %
(unaudited)
Export sales
POE umbrellas 35,981 46.2
Nylon umbrellas 8,223 10.6
Umbrella parts* 5,888 7.6
Sub-total 50,092 64.4
Domestic sales
POE umbrellas 20,095 25.8
Nylon umbrellas 5,836 7.5
Umbrella parts* 1,790 2.3
Sub-total 27,721 35.6
Total 77,813 100.0
* Umbrella parts include mainly plastic cloth, shaft and miscellaneous parts.
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The following table sets out a breakdown of our revenue by the top five geographic

locations of the customers for 1 November 2014 to 31 December 2014:

1 November 2014 -

Ranking 31 December 2014
RMB’000 %
(unaudited)
1 Japan 38,781 49.8
2 PRC 27,721 35.6
3 Cambodia 5,866 7.5
4 Hong Kong 3,068 3.9
5 Taiwan 1,051 1.4
Others* 1,326 1.8
Total 77,813 100.0

*  Others mainly include Germany, France and other countries.

Notwithstanding the recent weakening of Japanese Yen against RMB and the US dollar,
our Group’s sales performance in the Japan market remained relatively stable for the two
months ended 31 December 2014. Riding on our continuing effort to modify design slightly to
keep customers intrigued, we managed to moderately increase the average selling price of our
umbrella products during the Track Record Period. We also noted that some of our Japanese
customers correspondingly increased the selling price of our products moderately in response
to the weakening of Japanese Yen. For the year ended 31 December 2014, our export sales to
Japan market amounted to RMB351 million, representing approximately 58.3% of our total
revenue, as opposed to RMB367 million, representing approximately 75.9% of our total
revenue for the year ended 31 December 2013. Despite the fact that the Japanese Yen
depreciated against RMB and the US dollar since 2013 and some of our Group’s customers in
Japan had to increase the selling prices of products to alleviate the effect of the weakening of

the Japanese Yen, our Group’s sales in Japan remained relatively stable.

NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this prospectus, there has been no material
adverse change in our financial or trading position since 31 October 2014 (being the latest date
of which our audited consolidated financial statements were made up as set out in the
Accountants’ Report).
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NON-COMPLIANCE

Our Group had not fully complied with certain PRC laws and regulations in the previous
years, namely:

1. Jinjiang Jicheng has not obtained the State-owned Land Use Rights Certificates for
two lands located at Yonghu Village, Dongshi Town, Jingjiang City, Fujian Province,
the PRC. The two lands occupy a total site area of 3,685 sq.m. and 5,806 sq.m.
respectively. There are (1) one 1-storey building with gross floor area of
approximately 2,971 sq.m. on the 3,685 sq.m. land; (2) one 5-storey building with
gross floor area of approximately 1,909 sq.m. located on the 5,806 sq.m.; and (3)
one 6-storey and one 4-storey buildings with respective floor area of approximately
1,449 sq.m. and 1,160 sq.m. partially located on the 5,806 sq.m. land. The total
gross floor area of all these 3 buildings is approximately 4,518 sq.m.. Due to the lack
of State-owned Land Use Rights Certificates for the two lands with respective total
site area of 3,685 sq.m. and 5,806 sq.m., all the aforementioned 4 buildings have not
yet obtained the required permits, project final acceptance and the building
ownership certificates. The one 1-storey and one 5-storey buildings are our
production workshops and one 6-storey and one 4-storey buildings are our staff
quarters. We have obtained the State-owned Land Use Rights Certificate for one of
the lands with total site area of 3,685 sq.m. on 7 January 2015.

2. Jinjiang Jicheng has not obtained the relevant permits, project final acceptance and
building ownership certificate for one 1-storey building with gross floor area of
approximately 397 sq.m. located on a piece of land with State-owned Land Use
Certificate Jin Guo Yong (2006) Di No. 00014. It is used as a production workshop.

3.  Fujian Jicheng has not obtained the relevant permits, the project final acceptance
and the building ownership certificate for two 1-storey buildings at Yonghe Town,
Jinjiang City, Fujian Province, the PRC located on a piece of land with State-owned
Land Use Rights Certificate of Jin Guo Yong (2008) Di No. 00903. The gross floor
area of the two buildings is 1,200 sq.m. and 810 sq.m. respectively. Both two
buildings were production workshops.

4.  Fujian Jicheng has not obtained the relevant permits for one 1-storey temporary
construction at Yonghe Town, Jinjiang City, Fujian Province, the PRC located on a
piece of land with State-owned Land Use Right Certificate of Jin Guo Yong (2009)
Di No. 00320. The total gross floor area of this temporary construction is
approximately 68 sq.m. and is used as ancillary repairing workshop.

5.  Fujian Jicheng has not obtained the planning permit for construction project (E#%
THEFIEFF eI #) and the construction permit (Jii T.#F ] #) for one construction in
progress at Yonghe Town, Jinjiang City, Fujian Province, the PRC located on a piece
of land with State-owned Land Use Right Certificates of Jin Guo Yong (2009) Di
No. 00320. The total gross floor area of this construction is 10,782 sq.m. and is a
10-storey building. This building is intended to be used as an office for the
Company.
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SUMMARY

Since the total gross floor area of the buildings with defective title and are in use currently
contributed to approximately 7.4% of the total gross floor area of our two production sites and
other ancillary facilities and it only takes one to twelve days to demolish these buildings and
one to six days to relocate the facilities therein, our Directors are of the view that the lands and

buildings with title defects above are not material to the Group’s business operations.

For the details of our non-compliance incidents, please refer to the section headed
“Business — Non-Compliance” of this prospectus.
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DEFINITIONS

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

the meanings set out below.

“Accountants’ Report”

“Anti-Unfair Competition Law”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

64AUD”

b

“Board” or “Board of Directors’

“business day”

“BVI”

“CAGR”

“Capitalisation Issue”

“Cayman Companies Law”

the accountants’ report of our Group prepared by the
Reporting Accountants set out in Appendix I to this
prospectus

Anti-Unfair Competition Law of the PRC (% A\ LA
[ S AN I 3 )

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Application Form(s) as the context
may require, any of them which is used in relation to the
Hong Kong Public Offering

the articles of association of our Company, adopted on
23 January 2015 and with effect from the Listing Date,
and as amended from time to time

has the meaning ascribed thereto under the Listing Rules
Australian dollar, the lawful currency of Australia
the board of Directors

a day on which banks in Hong Kong are open for general
banking business, other than (i) a Saturday or a Sunday;
or (ii) a day on which a tropical cyclone warning signal
no. 8 or above or a black rainstorm warning signal is
hoisted in Hong Kong at any time between 9:00 a.m. and
5:00 p.m.

the British Virgin Islands
compound annual growth rate

the issue of 449,999,000 Shares made upon capitalisation
of certain sums standing to the credit of the share
premium account of our Company as referred to in the
section headed “Further Information about our Group —
Written Resolutions of our Sole Shareholder” in
Appendix VI to this prospectus

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

“Cayman Share Registrar” Appleby Trust (Cayman) Ltd.

“CCASS” the Central Clearing and Settlement System established
and operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a custodian
participant
“CCASS Investor Participant” a person admitted to participate in CCASS as an investor

participant who may be an individual or joint individuals
or a corporation

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

“close associate” has the meaning ascribed to it under the Listing Rules
“Companies Ordinance” 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
Miscellaneous Provisions) Provisions) Ordinance, Chapter 32 of the Laws of Hong
Ordinance” Kong (as amended, supplemented or otherwise modified

from time to time)

“Company” or “our Company” Jicheng Umbrella Holdings Limited (5 AARSEHEMA B
/v H]), an exempted company incorporated in the Cayman
Islands with limited liability on 12 June 2014

“connected person(s)” has the meaning ascribed thereto under the Listing Rules
“Consumers Protection Law” Consumers Protection Law of the PRC (H3#E A R ILAI[EH
THEE R IR L)

“Controlling Shareholder(s)” has the meaning ascribed thereto under the Listing Rules,

and in the context of our Company, means Mr. Huang and
Jicheng Investment
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DEFINITIONS

“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)” or “our Director(s)”

“Dongshi Production Site”

“EIT”

“EIT Law”

“Foreign Trade Law”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Fujian Jicheng”

the deed of indemnity dated 2 February 2015 and
executed by our Controlling Shareholders in favour of
our Company (for itself and for the benefit of its
subsidiaries), particulars of which are set out in the
section headed “Other Information — Tax and Other
Indemnities” in Appendix VI to this prospectus

the deed of non-competition dated 2 February 2015 and
executed by our Controlling Shareholders in favour of
our Company (for itself and for the benefit of its
subsidiaries), in respect of certain non-competition
undertakings given by our Controlling Shareholders in
favour of us, particulars of which are set out in the
section headed ‘“Relationship with the Controlling

Shareholders™ of this prospectus
director(s) of our Company

the production site of our Group located in Dongshi Town
(R A #1), Jinjiang City (F%7L1), Fujian Province (ff#
#), the PRC

the enterprise income tax payable under the PRC EIT
Law

the PRC Enterprise Income Tax Law (H#E A 3L [E] 4>
FIr5Hi1%), which came into effect 1 January 2008

Foreign Trade Law of the PRC ("% A RALAIE #4ME
Grik)

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research and consulting company
which prepared the Frost & Sullivan Report

the industry overview report commissioned by our Group
and prepared by Frost & Sullivan on umbrella market in
Japan and the PRC

TR E AR R/ A (Fujian Jicheng Umbrella Co.,
Ltd.) (formerly known as @ #2755 ¥ JBAT BR /A 7] (Fujian
Guanhong Plastic Co., Ltd.) before the change of name in
November 2008), a limited liability company established
in the PRC on 24 December 2004, and an indirect
wholly-owned subsidiary of the Company
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DEFINITIONS

“GDPH

“General Administration of
Customs”

“Global Offering”

“GREEN Application Form(s)”

e

“Group”,

EEENTY ”

our Group”, “we”,

“Our” or “usn

“Guidance Catalog”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“HK$” or “HK dollars” or
‘6HKD97

“Hong Kong” or “HK”

“Hong Kong Government”

“Hong Kong Offer Shares”

gross domestic product

General Administration of Customs of the PRC (HF#EA
R LA g B 4 )

the Hong Kong Public Offering and the International
Placing

the application form(s) to be completed by the HK eIPO
White Form Service Provider

our Company and its subsidiaries, or where the context
refers to any time prior to our Company becoming the
holding company of its present subsidiaries, the present
subsidiaries of our Company and the businesses operated
by such subsidiaries

Guidance Catalog of Industries for Foreign Investment

CINEERS<i=E S L 4=k

the application for Hong Kong 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 us, as specified on the designated website at

www.hkeipo.hk

Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the

PRC

the government of Hong Kong

the 15,000,000 Shares
subscription in the Hong Kong Public Offering, subject to

being initially offered for

adjustment

—23 _



DEFINITIONS

>

“Hong Kong Public Offering’

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Import and Export Regulations”

“Independent Third Parties”

“Internal Control Consultant”

“International Placing”

the conditional offering by our Company of the Hong
Kong Offer Shares for subscription by the public in Hong
Kong at the Offer Price, details of which are set out under
the section headed “Structure and Conditions of the
Global Offering” of this prospectus

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

the underwriters of the Hong Kong Public Offering listed
in the section headed “Underwriting — Hong Kong
Underwriters” of this prospectus

the underwriting agreement dated 2 February 2015,
relating to the Hong Kong Public Offering and entered
into by, amongst other parties, the Sole Global
Coordinator, the Hong Kong Underwriters and our
Company

Regulations on the Administration over Import and
Export of Goods of the PRC ('3 A RILAN ] &4 0
BRI

persons or companies which are independent of and not
connected with (within the meaning of the Listing Rules)
any of the directors, chief executive and substantial
shareholders (within the meaning of the Listing Rules) of
our Company, any of its subsidiaries or any of their
respective associates, and an “Independent Third
Party” means any of them

SHINEWING Risk Services Limited, the internal control

consultant of our Company

the conditional placing of the International Placing
Shares, at the Offer Price with professional, institutional
and other investors by the International Placing
Underwriters on behalf of our Company as described in
the section headed “Structure and Conditions of the
Global Offering” of this prospectus
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DEFINITIONS

“International Placing Shares”

“International Placing
Underwriters”

“International Placing
Underwriting Agreement”

“Japanese Yen” or “JPY”

“Jicheng BVI”

“Jicheng Company”

“Jicheng HK”

“Jicheng Investment”

the 135,000,000 Offer Shares initially being offered for
subscription at the Offer Price under the International
Placing together with, where relevant, any additional
Shares which may fall to be issued pursuant to the
exercise of the Over-allotment Option, but subject to the
adjustment as described in the section headed “Structure
and Conditions of the Global Offering” of this prospectus

the underwriters of the International Placing

the wunderwriting agreement in relation to the
International Placing expected to be entered into among
our Company, our executive Directors, our Controlling
Shareholders, the Sole Global Coordinator and the
International Placing Underwriters on or around the Price
Determination Date, as further described in section
headed “Underwriting — Underwriting Arrangements and
Expenses — The International Placing” of this prospectus

Japanese Yen, the lawful currency of Japan

Jicheng Umbrella Holding Limited, a company
incorporated under the laws of the British Virgins Islands
with limited liability on 13 June 2014, and a direct
wholly-owned subsidiary of the Company

Jicheng Umbrella (Hong Kong) Co. (5 MF 4 (Fis) H ¥
/3 F]), a sole proprietorship of Mr. Huang as at the Latest
Practicable Date which commenced business in Hong
Kong on 16 August 2000

Jicheng Umbrella Hong Kong Company Limited (£ 4%
EF AP T]), a company incorporated under the laws
of Hong Kong with limited liability on 30 June 2014, and

an indirect wholly-owned subsidiary of the Company

Jicheng Investment Limited, a company incorporated
under the laws of the British Virgins Islands with limited
liability on 10 June 2014, and wholly-owned by Mr.
Huang
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DEFINITIONS

“Jicheng Umbrella”

“Jinjiang Guantai”

“Jinjiang Jicheng”

“Joint Bookrunners”

“Joint Lead Managers”

“Labour Contract Law”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

A SILT RN EEA /AR  (Fujian Province
Jinjiang City Jicheng Umbrella Industrial Co., Ltd.), a
limited liability company established in the PRC on 18
November 1994 and dissolved on 13 August 2014

B2 AR A R/AF (Jinjiang Guantai Umbrella Co.,
Ltd.), a limited liability company established in the PRC
on 19 September 2003 and dissolved on 19 October 2010

BTN TA MR/ (Jinjiang Jicheng Light Industry
Co., Ltd.), a limited liability company established in the
PRC on 13 May 1996, and an indirect wholly owned
subsidiary of the Company

Ping An of China Securities and Qilu International
Capital Limited

Ping An of China Securities and Qilu International

Securities Limited

Labour Contract Law of the PRC (*H3E A R I:AN[= 45 #)
i)

27 January 2015, being the latest practicable date for the
inclusion of information in this prospectus prior to the
printing of this prospectus

listing of the Shares on the Main Board

the listing sub-committee of the board of directors of the

Stock Exchange

the date on which dealings of the Shares on the Main
Board first commence, which is expected to be on
13 February 2015

The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited as amended from

time to time

the Macau Special Administrative Region of the PRC
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DEFINITIONS

“Main Board”

“Memorandum” or

]

“Memorandum of Association’

“MOFCOM” or “Ministry of
Commerce”

“Mr. Huang”

“National Development and

Reform Commission”

“NPC” or “National People’s
Congress”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operated in parallel with the Growth Enterprise
Market of the Stock Exchange

the memorandum of association of our Company, adopted
on 23 January 2015 and with effect from the Listing Date,
and as amended from time to time

the PRC Ministry of Commerce (H#E A AN E p¥#5
#K), or its predecessor, the Ministry of Foreign Trade and
Economic Cooperation, as appropriate to the context

Mr. Huang Wenji (#3(%), our Chairman, an executive
Director and a Controlling Shareholder

National Development and Reform Commission of the

PRC (H 3 N RALAN B 58 58 R AN 22 B )

the National People’s Congress of the PRC (H#E A &Ik
A 2B AN RAERKE)

the final price per Offer Share in Hong Kong dollars
(exclusive of the brokerage fee of 1.0%, the SFC
transaction levy of 0.0027% and the Stock Exchange
trading fee of 0.005%)

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

the option expected to be granted by our Company to the
International Placing Underwriters, excisable by Sole
Global Coordinator (on behalf of the International
Placing Underwriters) subject to the terms and conditions
of the International Placing Underwriting Agreement
pursuant to which our Company may be required to allot
and issue up to an aggregate of 22,500,000 additional
Offer Shares (representing 15% of the initial number of
the Offer Shares) to cover over-allocations in the
International Placing and/or to satisfy the obligation of
the Stabilising Manager to return securities borrowed
under the Stock Borrowing Agreement, particulars of
which are set out in the section headed “Structure and
Conditions of the Global Offering” of this prospectus
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DEFINITIONS

“PRC” or “China”

“PRC Company Law”

“PRC Government”

“PRC Legal Advisers”

“Price Determination Date”

“Product Quality Law”

“Property Law”

“Provisions Guiding Foreign
Investment Direction”

“Provisions of Registration of
Customs Declaration Entities”

“QIBH

“Regulation S”

“Reorganisation”

“Reporting Accountants”

The People’s Republic of China which, for the purpose of
this prospectus, shall exclude Hong Kong, Macau and
Taiwan

Company Law of the PRC (1% A\ RILAN B 28 w] )

the central government of the PRC including all political
subdivisions (including provincial, municipal and other
local entities)  and

regional  or government

instrumentalities thereof
Shu Jin Law Firm (& 5 {5 2 HE Rl 215 A

the date, expected to be on or around 6 February 2015 but
in any event, not later than 6:00 p.m. 6 February 2015, on
which the Offer Price is fixed by agreement between the
Sole Global Coordinator (on behalf of the Underwriters)
and our Company

Product Quality Law of the PRC (% A [ AE 7 i &
wiR)

Property Law of the PRC ("% A R ILAN B Y%

Provisions Guiding Foreign Investment Direction (5%

SNRBCETT [ HE)

Provisions of the Customs on the Administration of

Registration of Customs Declaration Entities of the PRC
(3 N BRI s I ) L 5 5 R TR )

a qualified institutional buyer within the meaning of Rule
144A

Regulation S under the U.S. Securities Act

the reorganisation arrangements undergone by our Group
in preparation for the Listing, which is more particularly
described in the section headed “History and Corporate
Structure” of this prospectus

SHINEWING (HK) CPA Limited, Certified Public

Accountants, Hong Kong, the reporting accountants of
our Company
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DEFINITIONS

“Repurchase Mandate”

“RMB” or “Renminbi”

“SAFE”

“SAT”

“SFC”

“SFO”

“Shares”

“Shareholder(s)”

“Share Option Scheme”

“Sino-Foreign Equity Joint
Venture Enterprise Law”

“Social Insurance Law”

“Sole Global Coordinator” or
“Ping An of China Securities”

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, further
details of which are contained in the section headed
“Written Resolutions of our Sole Shareholder” in

Appendix VI to this prospectus
Renminbi, the lawful currency of the PRC

State Administration of Foreign Exchange of the PRC ("
e N RN [ 5 5 A PRy )

the State Administration of Taxation of the PRC (1% A
FR L 30 [ R A 5 4 D)

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 shares of our Company with a nominal value of
HK$0.01 per Share

holder(s) of the Shares

the share option scheme conditionally approved and
adopted by our Company on 23 January 2015, a summary
of its principal terms is set forth in the section headed
“Share Option Scheme” in Appendix VI to this

prospectus

Sino-Foreign Equity Joint Venture Enterprise Law of the

PRC (P3N RIANEY o o a AL 26 ik)

Social Insurance Law of the PRC (3 A B LA B 41 €
PREES)

Ping An of China Securities (Hong Kong) Company
Limited, a licensed corporation under the SFO permitted
to carry out type 1 (dealing in securities), type 4 (advising
on securities) and type 9 (asset management) regulated
activities, acting as the sole global coordinator of the
Global Offering
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DEFINITIONS

“Sole Sponsor” or “Ping An of
China Capital”

“sq.ft.”
GASq'm',7

“Stabilising Manager”

“Standing Committee”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary” or “subsidiaries”

“substantial shareholder(s)”

“Tak Lee Mei”

“Takeovers Code”

“Tax Consultant”

“Track Record Period”

“Trademark Law”

“Trademark Office”

Ping An of China Capital (Hong Kong) Company
Limited, a licensed corporation under the SFO permitted
to carry out type 6 (advising on corporate finance)
regulated activity, acting as the sole sponsor to the
Listing

square foot (feet)

square metre(s)

Ping An of China Securities

The Standing Committee of the National People’s
Congress of the PRC ('3 A RILFNE 2B N RAFRK &

WHZRA®)

The State Council of the PRC, namely the Central
People’s Government of the PRC (BB )

the stock borrowing agreement to be entered into on or
about the Price Determination Date between Jicheng
Investment and the Sole Global Coordinator
The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules

Tak Lee Mei Industrial Co. (& #fEF| £ 2N A, a sole
proprietorship of Mr. Huang as at the Latest Practicable
Date which commenced business in Hong Kong on 28
June 2008

the Code on Takeovers and Mergers of Hong Kong
SHINEWING Tax and Business Advisory Limited

the three financial years ended 31 December 2013 and the
ten months ended 31 October 2014

Trademark Law of the PRC (A3 A R B pa 122 15

The Trademark Office of the State Administration for
Industry and Commerce of the PRC ([# % L5417 EU 4 #E
A5 P AR )R
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DEFINITIONS

“Underwriters”

“Underwriting Agreements”

“United States”, “U.S.” or “US”

“US$”, “US dollar”, “US dollars”
or “USD”

“U.S. Securities Act”

‘4VAT97

“Wholly Foreign-owned
Enterprise Law”

“Work Safety Law”

“Yonghe Production Site”

“%”

the Hong Kong Underwriters and the International
Placing Underwriters

the Hong Kong Underwriting Agreement and the
International Placing Underwriting Agreement

the United States of America

United States dollars, the lawful currency of the United
States

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

value-added tax

Wholly Foreign-owned Enterprise Law of the PRC (3
NR LB SN E AR ZETE)

Work Safety Law of the PRC (13 A R I AN B 42 42 A
%)

the production site of our Group located in Yonghe Town
(K A1), Jinjiang City (#7L1), Fujian Province (ff#
#), the PRC

percent

The English names of the PRC established companies or entities and the PRC laws and

regulations mentioned in this prospectus are translations from their Chinese names. If there is

any inconsistency, the Chinese names shall prevail.

Certain monetary amounts included in this prospectus have been subject to rounding

adjustments; accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures which precede them.

Unless the context requires otherwise, translation of US$ into HK$, RMB into HK$, RMB

into JPY and AUD into RMB is made in this prospectus, for illustration purpose only, at the
rates of US$1.0 = HK$7.8, RMB1.0 = HK$1.25, JPY100 = RMB6.1 and AUDI1.0 = RMBS5.2.
No representation is made that any amount in US$, HKS, JPY, RMB or AUD could have been
or could be converted at the above rate or at any other rate or at all. Unless otherwise
specified, all references to any shareholdings in our Company assume no exercise of the

Over-allotment Option.
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GLOSSARY

This glossary contains explanations of certain terms used in this prospectus in connection

with us and our business. These terminologies and their given meanings may not correspond

to those standard meanings and usage adopted in the industry.

“EVA”

“FOB ”»

“IS 079

“ISO9001”

“ISO14001”

“LDPE”

“LLDPE”

“Nylon Filament”

“Plastic Umbrellas”

“POE”

Ethylene Vinyl Acetate is an environmental friendly
fabric for umbrellas’ canopy which is free of azo and
heavy metal chromium, which can make non-transparent
canopy and has better performance than POE on
elasticity, flexibility, glossiness and breathability.
Umbrella and parasol made of EVA is biodegradable and
recyclable and is an environmentally friendly substitute
for PVC

Free On Board, international commercial terms
stipulating seller must load the goods on board of the
vessel nominated by buyer

the International Organisation for Standardisation, world-
wide federation of national standard bodies

the certification for an internationally recognized
standard for quality management

the certification for an internationally recognized
standard for environmental management

Low Density Polyethylene is key raw material for the
cover of plastic umbrella and is mainly made from
ethylene

Linear Low Density Polyethylene is key raw material for
the cover of plastic umbrella and is mainly made from
ethylene

is a generic designation for a family of synthetic
polymers known generically as aliphatic polyamides,
containing monomers of amides joined by peptide bonds

mean POE umbrellas and EVA umbrellas

Polyolefin Elastomers is an environmental friendly fabric
for umbrellas’ canopy which is free of azo and heavy
metal chromium. Umbrella and parasol made of POE is
biodegradable and recyclable and is an environmentally
friendly substitute for PVC

— 32 _



GLOSSARY

“Polyester Filament”

“PVC”

is a category of polymers which contains the ester
functional group in their main chain. It is an important
variety of synthetic fiber and is the most widely used
fiber in the overall textile industry

Polyvinyl Chloride is cheap, easy to assemble and
durable. PVC can make transparent canopy, and is the
first generation for plastic umbrellas. However, PVC
degrades very slowly, and can release toxic when fumes.
Thus, PVC umbrellas have been basically eliminated
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RISK FACTORS

You should carefully consider all of the information in this prospectus including the
risks and uncertainties described below before making an investment in the Offer Shares.
The business, financial condition or results of operations of our Group could be materially
adversely affected by any of these risks. The trading price of the Shares could decline due

to any of these risks, and you may lose all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Any decrease of the export tax rebate in the future will have a negative effect on our
profitability

According to the tax circular, Cai Shui [2008] No. 144 ( [ BAEGES ~ [0 R A 48 5 B i 42
15 4% By AR R A T (LR R B SR ADAE AN |, Notice of the Ministry of Finance and
the State Administration of Taxation on Raising the Export Tax Rebate Rates for Labour-
Intensive and Other Commodities), the Ministry of Finance and State Administration of
Taxation jointly increased the export tax rebate rate of umbrella from 11.0% to 13.0% with
effect from 1 December 2008. According to the tax circular, Cai Shui [2009] No. 88 ( [ HfIEL
B~ B RS 485 B R AR R R R B D AR B R AU | | Notice of the Ministry of
Finance and the State Administration of Taxation on Raising the Export Tax Rebate Rates for
Certain Commodities), the export tax rebate rate of umbrella has been increased to 15.0% from
13.0% with effect from 1 June 2009. Export tax rebate contributed significantly to our Group’s
net profit during the Track Record Period. There has been no change on the export tax rebate
rate of umbrella in the past five years. The tax rebate received for the Track Record Period were
approximately RMB27 million, RMB43 million, RMB56 million and RMB62 million,
representing approximately 8.4%, 11.5%, 11.5% and 11.8% of our total revenue and 65.9%,
97.7%, 93.3% and 96.9% of our net profit respectively. The tax rebate comprised a refund of
VAT incurred on raw materials used to manufacture umbrellas in China which subsequently
exported. Tax rebate is a crucial part of exporters’ profit. Any reduction of tax rebate in the
future is likely to bring negative impact to our profit margin.

Our business, financial condition and results of operations may be affected by the loss of
key customers

During the Track Record Period, our sales to our five largest customers in aggregate
accounted for approximately 59.9%, 60.3%, 47.7% and 53.3% of our total sales respectively.
We also heavily relied on sales to our export sales customers, large majority of which were
trading companies, as our sales to our export customers accounted for approximately 80.8%,
89.9%, 88.3% and 76.1% of our total revenue during the Track Record Period. It is important
for us to maintain close and mutually beneficial relationships with our key overseas and
domestic customers. Our revenue is also subject to our customers’ business, product quality,
sales strategy, industry conditions and the overall economic market environments. We cannot
assure you that our customers, particularly, our trading companies customers, may continue to
purchase from us at current levels, or at all, and they may become insolvent or otherwise
default on payments under such orders, fail to take delivery of our products in accordance with
the purchase orders, or purchase similar products from our competitors. Any significant
reduction of sales to or loss of any of our key customers could materially and adversely affect
our business, financial condition and results of operations.
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We generally do not have long-term purchase commitments from our export sales
customers and our sales are made on the basis of individual purchase orders. We believe that
the quality of our umbrella products and services have attracted our export sales customers to
purchase from us. However, we are not the exclusive supplier for these customers and we do
not have guaranteed orders from them. There is no assurance that these customers will not
purchase from other suppliers whom they perceive offer equal or superior products or services,
or whom offer lower prices than us.

We usually discuss with our key customers at the year end the quantities of products to
be sold for the next year. However, such discussions are not legally binding and are only
represented as sales indications or targets for products. These indications or targets are subject
to the purchase orders issued by the customers which become legally binding when accepted
by us. The sales prices are also generally not fixed in such discussions but determined at the
time the purchase orders are placed and are based on the pricing policy of our Group.
Therefore, until the purchase orders are placed, there is no certainty that we will generate
revenue from such discussions.

If demand for our customers’ products deteriorates or if there are any other developments
adverse to our major customers such as any significant changes in the operations or financial
condition of our major customers, including consolidation or change of ownership,
restructuring or liquidation, we may experience a material adverse effect on our business,

operating results and financial condition.

We may be subject to certain risks, such as political and economic instability and
fluctuations in currency rates of foreign currencies, associated with selling our umbrella
products to Japan, the PRC and other overseas customers

During the Track Record Period, revenue derived from our two major markets, namely
Japan and the PRC accounted for approximately 94.9%, 93.3%, 87.6% and 83.4% in aggregate,
revenue derived from Japan accounted for approximately 75.7%, 83.2%, 75.9% and 59.5%,
respectively, of our total revenue, while revenue derived from the PRC accounted for
approximately 19.2%, 10.1%, 11.7% and 23.9%, respectively, of our total revenue. Any change
in market demand levels for our umbrella products in Japan, the PRC and in our other export
destinations may have a significant effect on our business, financial condition and results of
operations. In particular, we are affected by changes in the economic condition of Japan, a

major destination of our products, and the PRC.

Relying heavily on exporting our products to Japan, our financial performance may be
tied to the fluctuations in the Japan economy. For instance, Japan was affected by a series of
incidents including the 2008 financial crisis, the 2011 earthquake and tsunami and the recent
increase of VAT from 5.0% to 8.0%, which hampered the purchasing power of Japanese
residents. Hence, we cannot guarantee that we can continue to expand our customer base in
Japan and generate significant revenue from exporting to Japan. There is possibility that we

cannot maintain the existing level of purchase orders from Japan.
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If our customers are not able to maintain their existing levels of orders, it could have a
material adverse effect on us. To the extent that we do not maintain our existing levels of
business with our customers, we will need to attract new customers or secure new business with
our existing customers. If we are not able to do so, our business, results of operations and
financial condition may be adversely affected.

Export sales are also subject to various risks, including political tension arising from
territorial dispute between China and Japan and economic instability, the imposition of foreign
tariffs and other trade barriers, fluctuations in currency rates of foreign currencies against
RMB, the impact of foreign government regulations and the effects of income and withholding
taxes, governmental expropriation and differences in business practices. We may incur
increased costs and experience delays or disruptions in product deliveries and payments in
connection with overseas sales that could cause loss of revenues and earnings. Unfavourable
changes in the political, regulatory and business climate could have a material adverse effect
on our sales, financial condition, profitability or cash flows.

As our sales are primarily made in US dollar, RMB and Japanese Yen whereas our
purchases of materials and payment of wages and salaries to the PRC workers are in RMB and
US dollar, we are exposed to exchange rate risk. In addition, we are exposed to the risks
associated with the currency conversion and exchange rate system in the PRC.

Our profit margins will be negatively affected to the extent that we are unable to increase
the US dollar and Japanese Yen selling prices of the products we sell to our overseas customers
to account for any appreciation of the RMB against the US dollar and Japanese Yen. Further,
any future significant fluctuations in exchange rates will result in increases or decreases in our
reported costs and earnings, and also adversely affect the carrying value of our non-RMB-
denominated assets and the amount of our equity, and, accordingly, our business, financial
condition, results of operations and prospects.

If there is any material fluctuation in the exchange rates of one currency that we use to
settle our payables against the other currency we received from our customers, and if we are
unable to pass on the exchange risk to our customers, our results of operations and financial
condition may be adversely affected.

In addition, any changes in consumers’ preferences and our failure to timely respond to
such changes may lead to a reduction in demand for our products and adversely affect our
financial condition. If we are unable to effectively manage these risks, our ability to conduct
or expand our business abroad would be impaired, which may in turn have a material adverse
effect on our business, financial condition, results of operations and prospects.

Any failure to maintain an effective quality control system at our production facilities
could harm our business

The quality of our umbrella products is critical to the success of our business. This
significantly depends on the effectiveness of our quality control system, which in turn depends
on a number of factors, including the design of the system, the quality control training
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programme, and our ability to ensure that our employees adhere to our quality control policies
and guidelines. Any significant failure or deterioration of our quality control system could
result in the production of defective or substandard products, delays in the delivery of our
products, the need to replace defective or substandard products and damage to our reputation.
If our products do not meet the specifications and requirements agreed with or requested by our
customers, or if any of our products are defective, or result in our customers suffering losses
as a result of product liability claims, we may be subject to product liability claims and
litigations, claims for indemnity by our customers and other claims for compensation. We may
also incur significant legal costs regardless of the outcome of any claim of alleged defect.
Product failures or defects, and any complaints or negative publicity resulting therefrom, could
result in decreased sales of these or other products, or claims or litigation against us regarding
the quality of our products. As a result, our business, financial condition and operating results

could be materially and adversely affected.

The umbrella industry is subject to stringent quality and safety standards in the PRC. Our
products are regulated by several national standards (GB/T23147-2008 and GB 28477-2012) as
well as industry standards (QB/T 4152/2010). We compete on our ability to manufacture
products that adhere to the safety and quality standards. If we fail to adhere to the standards
that meet the official requirements and the expectations of our consumers when manufacturing
our products, our reputation may be harmed and we may lose critical customer orders, or we
may face product liability claims or product recalls.

In addition, some members of our Group have received internationally recognised
certifications relating to our environmental and quality management standards, such as ISO
14001:2004 and ISO 9001:2008 certifications. Our Directors believe these recognitions and
certifications are a significant contributor to our overall success. Customers in overseas
markets, in particularly developed countries like Japan, usually pay great attention to the
products quality and environmental compliance. Accordingly, any significant failure or
deterioration of our quality control systems could result in a loss of such recognitions and
certifications, which in turn could have a material adverse effect on our reputation and
prospects.

Any unexpected disruption at our production facilities could have a material and adverse
effect on our business, financial condition and results of operations

A smooth and consistent daily operations of our production facilities are highly crucial to
our business. Regular repair and maintenance programmes for our production facilities are
scheduled by our production department. Annual and half-year machinery maintenance for
machines such as production of shaft, plastic cloth and moulding are scheduled to ensure no
production disruption and in accordance with our internal standards. During the Track Record
Period, there had been no material breakdown at our production facilities. However, we cannot
assure you that there will be no sudden malfunction or stoppage of our production facilities
during our daily operations and if any breakdown or malfunctions of machinery happened, our
business, financial condition and results of operations could be adversely impacted. Our Group
has engaged a subcontractor for operation of our canteen in Jinjiang Jicheng since 2013. In
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January 2014, there was a food poisoning incident due to hygiene issues. As a result, around
40 of our staff were sent to hospital for inspection and medical treatment. Jinjiang Health
Bureau (F{LH#§4: /%) of Fujian Province later found out that such subcontractor failed to
obtain Food Service Licences (& fKARTS#F 7 #5) and fined him RMB10,000 as administrative
penalty. For details, please refer to the section headed “Business — Labour, Occupational Safety
and Health Measures” of this prospectus. Our operation and financial condition may be
adversely affected if we fail to prevent similar health issue in the near future.

Our production process relies on a constant and sufficient supply of utilities including
water and electricity. Although we have not experienced any material disruption in our
production due to power and water supply failure during the Track Record Period, in the event
of an earthquake, fire, drought, flood or other natural disaster, political instability, riot or civil
unrest, extended outage of critical utilities or transportation systems, terrorist attack or other
events that limit or disrupt our ability to operate our manufacturing facilities, we may
experience substantial losses, including loss of revenue from disrupted production, exceeding
our insurance coverage. We may also need to incur substantial additional expenses to repair or
replace any damaged equipment or facility. In addition, our ability to manufacture and supply
products and our ability to meet our delivery obligations to our customers would be
significantly disrupted and our relationships with our customers could be damaged, which
could have a material and adverse effect on our business, financial condition and operating
results.

We have certain non-compliance issues with our land and buildings

According to the PRC Legal Advisers, we have the following non-compliance issues with
our lands and buildings:

1. Jinjiang Jicheng has not obtained the State-owned Land Use Rights Certificates for
two lands located at Yonghu Village, Dongshi Town, Jingjiang City, Fujian Province,
the PRC. The two lands occupy a total site area of 3,685 sq.m. and 5,806 sq.m.
respectively. There are (1) one 1-storey building with gross floor area of
approximately 2,971 sq.m. on the 3,685 sq.m. land; (2) one 5-storey building with
gross floor area of approximately 1,909 sq.m. located on the 5,806 sq.m.; and (3)
one 6-storey and one 4-storey buildings with respective floor area of approximately
1,449 sq.m. and 1,160 sq.m. partially located on the 5,806 sq.m. land. The total
gross floor area of all these 3 buildings is approximately 4,518 sq.m.. Due to the lack
of State-owned Land Use Rights Certificates for the two lands with respective total
site area of 3,685 sq.m. and 5,806 sq.m., all the aforementioned 4 buildings have not
yet obtained the required permits, project final acceptance and the building
ownership certificates. The one 1-storey and one 5-storey buildings are our
production workshops and one 6-storey and one 4-storey buildings are our staff
quarters. We have obtained the State-owned Land Use Rights Certificate for one of
the lands with total site area of 3,685 sq.m. on 7 January 2015.

2. Jinjiang Jicheng has not obtained the relevant permits, project final acceptance and
building ownership certificate for one 1-storey building with gross floor area of
approximately 397 sq.m. located on a piece of land with State-owned Land Use
Certificate Jin Guo Yong (2006) Di No. 00014. It is used as a production workshop.
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3.  Fujian Jicheng has not obtained the relevant permits, the project final acceptance
and the building ownership certificate for two 1-storey buildings at Yonghe Town,
Jinjiang City, Fujian Province, the PRC located on a piece of land with State-owned
Land Use Rights Certificate of Jin Guo Yong (2008) Di No. 00903. The gross floor
area of the two buildings is 1,200 sq.m. and 810 sq.m. respectively. Both two
buildings were production workshops.

4.  Fujian Jicheng has not obtained the relevant permits for one 1-storey temporary
construction at Yonghe Town, Jinjiang City, Fujian Province, the PRC located on a
piece of land with State-owned Land Use Right Certificate of Jin Guo Yong (2009)
Di No. 00320. The total gross floor area of this temporary construction is
approximately 68 sq.m. and is used as ancillary repairing workshop.

5.  Fujian Jicheng has not obtained the planning permit for construction project (&%
THEMEFF I #) and the construction permit (fifi L#FFI#) for one construction in
progress at Yonghe Town, Jinjiang City, Fujian Province, the PRC located on a piece
of land with State-owned Land Use Right Certificates of Jin Guo Yong (2009) Di
No. 00320. The total gross floor area of this construction is 10,782 sq.m. and is a
10-storey building. This building is intended to be used as an office for the
Company.

Please refer to the section headed “Business — Non-Compliance” for further details. If we
are forced to relocate or are ordered to pay any penalty due to the above non-compliance issues,
our business operations and financial position may be affected.

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

Our production process is labour-intensive. During the Track Record Period, our direct
labour cost under cost of sales amounted to approximately RMB41 million, RMB48 million,
RMB49 million and RMB48 million, respectively. As we expand our production capacity, our
need for production personnel may increase. Moreover, labour costs have increased in the PRC
in recent years. Starting from 2012, our Yonghe Production Site experienced loss of labour
force. Our Directors confirmed that the loss of labour force was mainly because many of these
workers did not return to Yonghe Production Site after Chinese new year holiday. Instead, they
preferred to look for a job in their hometown provinces, which partially led to a decrease in
our utilization rate in Yonghe Production Site. We cannot assure you that we will not
experience any shortage of labour for our production needs or that the costs of labour in the
PRC will not continue to increase in the future. If we experience a shortage of labour, we may
not be able to maintain our production volume. If labour costs continue to increase in the PRC,
our production costs will increase and we may not be able to pass all these increases to our
customers due to competitive pricing pressures. Accordingly, if we experience a shortage of
labour or our labour costs continue to increase, our business prospects, financial condition and
results of operations may be adversely affected.

If we are unable to identify and adopt other appropriate means to reduce our labour costs,
or pass on to our customers an increase in costs of our outsourced production due to the rising
cost of raw materials and labour, our business, financial condition and results of operations
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may be materially and adversely affected. Furthermore, we cannot assure you that any disputes,
work stoppages or strikes will not arise in the future. Any future disputes with our employees
could adversely affect our business, financial condition and results of operations.

We do not enter into long-term supply contracts with our suppliers and our production
cost and schedule may be adversely affected if we fail to secure supply

During the Track Record Period, our five largest suppliers accounted for approximately
36.6%, 29.4%, 43.4% and 36.2% of our total purchases, and purchases from our largest
supplier accounted for approximately 8.7%, 9.5%, 19.6% and 16.2% of our total purchases.

We do not enter into any long-term supply contracts with our suppliers. There is no
assurance that our suppliers will be able to supply the required raw materials to us in a timely
manner or that they will not significantly increase the prices at the time of our purchase. There
is also no assurance that our suppliers would be able to deliver to us the raw materials up to
our required standard. In either case, our production schedule and business could be materially
and adversely affected. In addition, we may not be able to secure alternative supplies of raw
materials of similar quality from other suppliers at prices and terms acceptable to us. In such
event, our business, financial condition and operating results may be materially and adversely
affected.

The quality of the electroplating services and cloth-dyeing services provided by our
independent subcontractors may not be satisfactory and this may materially affect our
business and reputation

We engage independent electroplating and cloth-dyeing factories which are close to our
production facilities for the electroplating and cloth-dyeing procedure in our production
process. We engage subcontractors to manufacture a portion of our products according to our
specifications. During the Track Record Period, the subcontracting fees paid to these
subcontractors accounted for approximately RMB7 million, RMBS5 million, RMBS5 million and
RMBOY million, representing approximately 2.6%, 1.6%, 1.3% and 2.3% of our total cost of
sales.

The ability of a subcontractor to process our products is limited by its production
capacity. We generally do not have any long-term agreements with any subcontractors,
meaning we typically place orders on an individual basis, depending on the purchase orders
from our customers. It is possible that other customers of our subcontractors are of a larger
scale and are better financed than we are, or have long-term agreements with our
subcontractors. Accordingly, our subcontractors may allocate their production capacities to
these customers during times of production capacity shortages. Any shortfall in such available
production capacity could significantly affect our ability to deliver our products in a timely
fashion, which may result in a loss of revenue and may damage our relationships with our
customers. In addition, if the cost of subcontracting increases and we are unable to pass on such
higher costs to our customers, our profit margins may be significantly reduced, thereby
adversely affecting our financial condition and results of operations. We review the
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performance, standard of services provided, financial status and pricing offered of our
sub-contractors on a regular basis. We have not received any material claims or complaints by
our customers in respect of the quality of our products during the Track Record Period.
However, there is no assurance that these subcontractors will comply with our requirements or
the quality of their services will be satisfactory. We cannot assure you that such quality control
is sufficient for us to identify all defects of such semi-finished or finished products, or that such
products will have the same quality as those we manufacture by ourselves. Any quality
problems related to our subcontractors, if undetected, may adversely affect our business and
reputation.

If we are unable to maintain high utilisation rates at our production facilities, our
margins and profitability may be materially and adversely affected

Higher utilisation rates of our production facilities allow us to allocate fixed costs over
a greater number of products produced, thus increasing our profit margins. During the Track
Record Period, our Dongshi Production Site achieved average production utilisation rates of
approximately 51.0%, 66.0%, 82.0% and 95.0% respectively, whereas our Yonghe Production
Site achieved an average production utilisation rates of approximately 77.0%, 49.0%, 38.0%
and 74.0% respectively. The utilisation rates of our production facilities depend primarily on
the demand for our products. The utilisation rates may also be affected by various other factors,
such as skills of our employees, adverse weather conditions, natural disasters and breakdown
of our production equipment. There is no assurance that we will be able to maintain a
comparable level of output and utilisation rates for our Dongshi Production Facilities and
Yonghe Production Facilities in the future. In the event we are unable to achieve high
utilisation rates for any or all of our production facilities, our business, financial condition and
operating results may be materially and adversely affected.

We may not be able to adequately protect our intellectual property, or may be exposed to
third-party claims of infringement or misappropriation of intellectual property rights

Our future success depends in part upon our proprietary technology. We consider that our
Jicheng (%) brand, the designs of our products, our trademarks, patents and similar
intellectual property rights are critical to our success. As of the Latest Practicable Date, we
hold a total of 23 patents granted by the State Intellectual Property Office of the PRC. In
addition, we have 20 trademarks registered in the PRC, three trademarks registered in Hong
Kong and one trademark registered with the International Bureau of World International
Property Organization. It is possible that any patents held by us may be invalidated,
circumvented, or challenged. There can be no assurance that such patents or registered
trademarks will provide us with competitive advantages or adequately safeguard our
proprietary rights. Existing patents are granted for prescribed time periods and will expire at
various times in the future. Registered trademarks are valid for ten years according to
Trademark Law and must be renewed within certain prescribed period.

Our design and manufacturing processes involve usage of proprietary know-how and
intellectual property rights, which may be susceptible to infringement by third parties. To
protect the proprietary know-how we use in our production, we rely primarily on contractual
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arrangements with our management and technical personnel who have access to our proprietary
know-how. We cannot assure you that our standard confidentiality and non-competition
agreements or the non-disclosure clauses in our employment contracts are enforceable under
PRC law or are adequate to protect our proprietary know-how.

We may be subject to litigation involving claims of patent infringement or violation of
intellectual property rights of third parties. The defence and prosecution of intellectual
property suits, patent opposition proceedings and related legal and administrative proceedings
can be both costly and time consuming and may significantly divert the efforts and resources
of our technical and management personnel.

An adverse judgement in any such litigations or proceedings to which we may become a
party may subject us to significant liability to third parties, require us to seek licences from
third parties, pay ongoing royalties, redesign our products or subject us to injunctions
prohibiting the manufacture and sales of our products or the use of our technologies. Protracted
litigation may also result in our customers or potential customers deferring or limiting their
purchase or use of our products until resolution of such litigation. As a result, such litigation
may have material adverse effects on our business, financial condition and results of
operations.

We may not be able to maintain our growth or able to implement our business plan
successfully

We experienced rapid growth during the Track Record Period. Our revenue grew from
approximately RMB326 million in 2011 to RMB484 million in 2013 at a CAGR of
approximately 21.9%. Comparing the ten months ended 31 October 2013 with the ten months
ended 31 October 2014, our revenue grew by 24.8% from approximately RMB420 million to
RMB525 million. During the Track Record Period, our gross profit margin was approximately
24.9%, 24.8%, 24.7% and 26.2%, respectively, and our net profit margin was approximately
12.7%, 11.7%, 12.4% and 12.2%, respectively. Our ability to sustain our profit margin in the
future depends on a variety of factors, including successful implementation of our expansion
plans and business strategies, market demand for our products, our ability to respond to market
preference, efficient utilisation of our management and financial resources and ability to
recruit and retain suitable skilled personnel. Failure to do so will affect our gross profit margin
and net profit margin adversely.

Nonetheless, we may not be able to sustain such growth rate. Even if we maintain such
growth rates, we may not be able to manage the growth in an efficient and effective manner.
In the event we are unable to maintain or manage our business growth, or otherwise experience
pricing pressure or loss of market presence, we may experience stagnant or negative growth,
thereby materially and adversely impairing our business, financial condition and operating
results. As many factors affecting our future growth are beyond our control, we may not be able
to achieve our historical growth rate.

Our business plans set forth in the paragraph headed “Business — Our Business Strategies”
and the section headed “Future Plans and Proceeds” of this prospectus are based on
assumptions of future events which may entail certain risks and are inherently subject to
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uncertainties, such as changes in the industry, availability of funds, prices of raw materials,
sufficiency of manpower, competition, government policies and political and economic
developments in the PRC. These assumptions may not be correct, which could affect the
commercial viability of our business plans. As such, there can be no assurance that our business
plans will be implemented successfully as scheduled (in terms of, for instance, time and cost)
or at all. If we fail to effectively and efficiently implement our business plans, we may not be
successful in achieving desirable and profitable results. Even if we effectively and efficiently
implement our business plans, there may be other unexpected events or factors that prevent us
from achieving the desirable and profitable results from the implementation of our business
plans. Our sales may not grow at the same rate as the increase in our production capacity, which
may result in excess production capacity in our production facilities. Our financial condition,
operating results and growth prospects may be materially and adversely affected if our future
business plans fail to achieve positive results.

We rely on our key personnel for our future growth

Our past success is attributable to the vision, experience, expertise and managerial and
technical skills of our core management team led by Mr. Huang. Mr. Huang is responsible for
overall management, strategic development and major decision-making and has more than 18
years of experience in the umbrella products industry. The success of our Group is also
dependent on the core members of our research and development department. The future
success of our Group is dependent on the continued efforts, performance and abilities of such
key management.

The Directors and our senior management implement our business plans and oversee our
day-to-day operations. In addition, the creative efforts and innovation of our research and
development team play a crucial role in determining whether our umbrella products has the
requisite market appeal for achieving a healthy sales volume. Our future development and
expansion will rely on the continued dedication, skills and experience of such key personnel,
in particular, Mr. Yang and other members of our senior management team as mentioned in the
section entitled “Directors, Senior Management and Employees” of this prospectus.

Members of our key personnel may terminate their employment with us at will. There is
no assurance that we can retain such key personnel for their future services, nor that we can
assure that qualified personnel can be found to replace any potential loss of such key personnel,
which could adversely affect our profitability and operations.

We operate in a highly competitive environment and we may not be able to sustain our
current market position

Due to the evolving markets in which we compete, additional competitors with significant
market presence and financial resources may enter those markets, and thereby intensify the
competition. These competitors may be able to reduce our market share by adopting more
aggressive pricing policies than we can or by developing technology and services that gain
wider market acceptance than our products do. Existing and potential competitors may also
develop relationships with our customers in a manner that could significantly harm our ability
to sell and market.
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The market for our umbrella products is competitive. We face competition in the market
for umbrella products from both international and domestic manufacturers. According to Frost
& Sullivan, we were ranked the third largest umbrellas and parasols manufacturer in China in
terms of sales volume in 2013, accounted for 2.0% market share and the top five manufactures
in aggregate accounted for 13.7% of the market share. Some of our competitors have greater
access to capital and substantially greater production, intellectual property, marketing and
other resources than we do. Our ability to compete successfully in the umbrella industry
depends on various factors, including effective cost control, consistency in product quality,
timely delivery of products to meet customers’ schedules, customer services and technical
expertise, and factors that are outside of our control, such as industry and general economic
conditions. We cannot assure you that our strategies will remain competitive or that they will
continue to be successful in the future. Increased competition may result in loss of our market
share, which may have a material adverse effect on our business, prospects, financial condition
and results of operations.

We also face competition from overseas suppliers. If our key overseas customers meet
their requirements through the use of overseas suppliers, we may not be able to increase our
market share or find a market for our umbrella products, and our business, prospects, financial
condition and results of operations may be adversely affected.

Fluctuations in prices of raw materials or unstable supply of raw materials could
negatively impact our operations and may adversely affect our profitability

During the Track Record Period, direct materials constituted large portion of our cost of
sales, approximately 69.4%, 70.6%, 75.5% and 76.2% of our cost of sales respectively. Our
primary raw materials include chemical materials, steel plate, components of umbrella frame
and plastic and nylon cloths. Like other umbrella manufacturers, we were and are subject to the
price fluctuation in raw materials used in our manufacturing process. For details of price
fluctuation of our major raw materials, please refer to the section headed “Industry Overview —
Prices of the Key Raw Materials” of this prospectus.

The prices of most of our raw materials generally follow the price trends of, and vary
with, market conditions. Supplies of these raw materials may also be subject to a variety of
factors that are beyond our control, including but not limited to market shortages, suppliers’
business interruptions, government control, weather conditions and overall economic
conditions, all of which may have an impact on their respective market prices from time to
time. In the future, there may be periods of time when we are unable to pass our cost increases
on to customers in a timely manner to avoid adverse impacts on our profit margins. For
example, there is a potential time lag between when prices for raw materials increase under our
purchase orders and when we can implement a corresponding increase in price under our sales
orders with our customers. In addition, when raw material costs increase rapidly and such costs
are passed along to customers as product price increases, the credit risks associated with certain
customers can be compounded and demand may decrease. Our business prospects, financial
condition and results of operations may be adversely affected by the increase and volatility of
these costs. Such cost increases may also increase our working capital needs, which could
reduce our liquidity and cash flow.
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Our efforts in product enhancement and new product development, in particular our POE
umbrellas, may not succeed and this may affect our business and operating results

The umbrella industry is rapidly evolving and undergoes continuous development. Our
success relies significantly on our ability to develop new umbrella products and improve the
quality of our existing products, in particular our POE umbrellas, which had primarily fueled
the growth of our revenue and accounted for approximately 69.1%, 77.8%, 80.0% and 71.8%
of our total revenue during the Track Record Period. If we fail to develop appropriate products
with acceptable quality or lag behind our competitors in improving our product quality or
product range, we may not be able to maintain our leading position, and hence our operating
results and prospects could be adversely affected. If we fail to accurately assess the market
trends, anticipate market developments and direct our efforts to relevant product development
projects or the demand for our POE umbrellas decreases significantly, our business, operating
results and financial condition could be adversely affected. The unavailability and
insufficiency of capital for product development projects and any areas where our employees’
experience may be lacking could all affect our development plans.

We may not be successful in maintaining our current market position or implementing
our market expansion plan and such failure may affect our business and financial
performance

We intend to maintain our current market position and continue to expand into new
markets, including both domestic and the overseas markets, through extending our sales and
marketing networks and establishing new production facilities.

As our market expansion in Japan and new markets such as Hong Kong, Cambodia and
South Korea may require additional management, financial and human resources, and may be
subject to a number of risks including but not limited to the future development of the Japan
economy, we cannot assure you that we will be able to maintain our current market share or
continue to develop new customers in other regions.

Our maintenance of current market position and market expansion may be hindered by
risks including but not limited to cultural differences, instability or changes in the political,
regulatory or economic environment, lack of understanding of the local business environment,
financial and management system or legal system, differences in legal burdens in complying
with local laws and regulations, payment practices, stringent product liability and warranty
requirements, potentially adverse tax consequences, competition within the local market and
volatility in currency exchange rates.

Maintaining our current market position and implementing our market expansion plan
have resulted in, and will continue to result in, substantial demands on our resources. Managing
our expansion will require, among other things:

. continued enhancement of our research and development capabilities;

. successful hiring and training of personnel;
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. increased marketing and service activities;

. management of our sales network;

. sufficient liquidity;

. effective and efficient financial and management control; and

. effective cost and quality control.

There is no assurance that we will be able to successfully maintain or expand our market
coverage or grow our business successfully after deploying our management and financial
resources, particularly in the overseas markets. Any failure in maintaining our current market
position or implementing our market expansion plan could materially and adversely affect our
business, financial condition and results of operations.

There is no assurance that we will be able to retain members of our senior management
team and other key personnel or recruit additional competent personnel for our future
development. Any loss of senior management members or key personnel without immediate
and adequate replacement may limit our competitiveness, affect our production planning and
implementation, reduce our manufacturing quality or cause customer dissatisfaction. In
addition, if any member of our senior management team joins our competitors or forms a
competing company, we may lose customers, suppliers, production know-how and key staff
and members. As a result, our business, financial condition and operating results may be
materially and adversely affected.

Our insurance coverage may not be sufficient to cover the risks relating to our operations
and potential losses

Our operations are subject to hazards and risks that are typically associated with
manufacturing operations which may cause significant injury or damage to person or property.
We carry insurance to protect ourselves from a range of contingencies including, among others,
risk of loss, theft of, and damage to, among others, property, plant and equipment, and
inventory in all of our production facilities and warehouses. However, no assurance can be
given that our insurance coverage will be able to cover all types of, or be sufficient to cover
the full extent of any loss, theft of or damage to property or injury to person for which we may
be held liable.

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

We may be exposed to claims in respect of product quality and safety standard made by
the end-consumers of our products and infringement of third party intellectual property
rights

According to the terms of sales with our customers, there is no restriction on the overseas
sales of our customers in relation to our products. As such, our trading companies customers
may further sell our products overseas provided that they have the right to export and their
compliance with relevant PRC export laws and regulations, and we, as the manufacturers and
designers of the products, may be liable for infringement of third party intellectual property
rights for these onward sales made by our trading companies customers. There is no assurance
that we would not be named as a defendant in a lawsuit or proceedings brought by
end-consumers in respect of our products.

We face an inherent risk of exposure to product liability claims in the event that the use
of our products results in health or safety issues or damages. The end-consumers of our
products may have the right to bring an action under tort and we may also be subject to tortious
liabilities for any damages caused by defects of our umbrella products. According to the Tort
Law of the PRC (H#EANRILMEBZHEF(EL) which was promulgated by the Standing
Committee on 26 December 2009 and became effective since 1 July 2010, if financial damages
or physical injuries are incurred to an individual due to substandard product quality, the
manufacturer of the product and the seller shall assume civil liability in accordance with the
laws.

A successful claim against us in respect of our umbrella products or a material recall of
our products may result in (i) legal costs incurred in connection with such claim or other
adverse allegations or rectifying such defects; (ii) deterioration of our brand and corporate
image; and (iii) material adverse effect on our sales, results of operations and financial
conditions.

We rely on independent logistic companies and delivery agents

We do not have our own transportation team. During the Track Record Period and up to
the Latest Practicable Date, we entered into contracts with independent logistic companies and
delivery agents for transportation or delivery of our umbrella products to locations designated
by our customers. Should the logistic companies and delivery agents fail to comply with the
terms of our contracts with them or any regulatory requirements, they may fail to transport or
deliver our umbrella products to our customers in a timely manner or at all. Upon any failure
by our existing logistic companies or delivery agents to discharge their delivery obligations, we
may not be able to find other suitable companies or agents as replacements on a timely basis,
and our business, financial performance and operations may thereby be adversely and
materially affected.
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The logistics service providers are responsible for any loss or damage to our umbrella
products during delivery and are responsible for the insurance coverage in respect of our
umbrella products delivered by them. There is no assurance that the logistics service providers
have sufficient insurance coverage for our umbrella products delivered by them, if at all. As
such, our customers may have liability claims against us if there is loss or damage to our
umbrella products during delivery and the logistics service providers do not have any or
sufficient insurance coverage. Any such claims, regardless of whether they are ultimately
successful, could cause us to incur litigation costs, harm our business reputation and disrupt
our operations. If any such claims are ultimately successful, we could be required to pay
substantial damages, which could materially and adversely affect our business, financial
condition and results operations.

We are subject to risk of increase in inventories and inventory turnover days

We need to maintain certain inventory level to meet the market demand for our umbrella
products as well as the requirements in relation to our expanded business. During the Track
Record Period, the balance of our inventory amounted to approximately RMB173 million,
RMB163 million, RMB119 million and RMB94 million, accounted for approximately 60.7%,
40.4%, 30.7% and 27.4%, respectively, of our total current assets. We adopt inventory control
policy and measures to monitor the inventory levels through our management information
system. We cannot assure you that our inventory control policy and measures will be
implemented effectively. In addition, we cannot assure you that we will not experience any
slow movement of inventory due to various seasons, which may result in reduced sales of our
umbrella products and pressure on our operating cash flow, and we may subsequently incur
significant provision as a result of a high level of obsolete inventories.

During the Track Record Period, our Group’s average inventories’ turnover days were
approximately 229 days, 216 days, 141 days and 82 days respectively. Such decrease in the
inventory turnover days was mainly due to our adoption of the measures that our purchasing
department reviews and monitors our inventory level regularly so as to maintain an appropriate
level of inventory, and existing storage of each kind of raw materials in view of the prevailing
purchase price. Please refer to the paragraph headed “Liquidity, Financial Resources and
Capital Structure” in the section headed “Financial Information” of this prospectus for further
details of our inventories and inventory turnover days.

In the event that we fail to properly assess our need and maintain an appropriate inventory
level, we may build up excessive inventories. As a result, this may have an adverse impact on
our business operations.

The financial results of our Group are expected to be affected by the expenses in relation
to the Listing

Our financial results for the year ended 31 December 2014 and the year ending 31
December 2015 will be affected by the non-recurring expenses related to the Listing. The
listing expenses to be borne by our Company are estimated to be approximately HK$22 million
(excluding the underwriting commission). During the Track Record Period, our Company
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incurred listing expenses of approximately HK$10 million, which were recognised as
administrative expenses in the consolidated statements of profit or loss and other
comprehensive income for the ten months ended 31 October 2014, and approximately HK$3
million were capitalised as deferred expenses in the consolidated statements of financial
position as at 31 October 2014 to be recognised as a deduction in equity. Our Company expects
to incur additional listing expenses (excluding the underwriting commission) of approximately
HK$9 million, of which approximately HK$7 million are expected to be recognised as
administrative expenses for the year ending 31 December 2015 and approximately HKS$2
million are expected to be recognised as a deduction in equity directly. Assuming an Offer
Price of HK$1.35 (being the mid-point of the Offer Price range), the amount of underwriting
commission expected to be incurred by our Company is approximately HK$6 million, which
will be charged to equity of our Company. Therefore, the financial result of our Group for the
year ended 31 December 2014 and the first quarter of 2015 may be materially and adversely
affected.

Our ability to obtain additional financing may be limited

We have financed our working capital and capital expenditure needs primarily through
cash generated from our operations and bank borrowings during the Track Record Period. Our
capital needs may increase in the future as we continue to expand our business. Our ability to
raise additional capital will depend on the performance of our current business and the
successful implementation of our key strategic initiatives, as well as economic and market
conditions and other factors, some of which are beyond our control. We may not be successful
in raising any required capital on reasonable terms and in a timely manner, or at all. If we are
not successful in raising additional capital or if new capital funding costs are higher than our
prior capital funding costs, our business, financial condition and results of operations may be

materially affected.

As of 31 October 2014, we had approximately RMB163 million of outstanding
borrowings which were due and payable within one year. Our ability to borrow additional funds
will depend on many factors, some of which are beyond our control, including levels of
investors’ confidence in the markets we operate in and any factors that may impact market
conditions and market confidence in general. In addition, challenging market conditions may
result in reduced liquidity, widening of credit spreads, lack of price transparency in credit
markets, a reduction in available financing and a tightening of credit terms. If we are unable
to borrow funds from our current or other funding sources or the access to funds becomes more
expensive, it may adversely impact our business, prospects, financial condition and results of
operations.

Dividends declared in the past may not be indicative of our dividend policy in the future

Historically, we declared and paid dividends of RMBS50 million in total for the year ended
31 December 2013 and declared and paid dividends of RMB56 million in total in September
and October 2014 respectively. Our Directors may declare dividends after taking into account,
among other things, our results of operations, cash flows and financial condition, operating and
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capital requirements, the Memorandum and Articles of Association, the Cayman Companies
Law, applicable laws and regulations and other factors that our Directors deem relevant. For
further details of our dividend policy, please refer to the section headed “Financial Information
— Dividend Policy” of this prospectus. Our future declarations of dividends may or may not
reflect our historical declarations of dividends and will be at the absolute discretion of the
Board. There is no assurance that the amount of dividends declared by our Company in the
future, if any, will be at a level comparable with that in the past.

Our Company is a holding company and relies on dividends paid by our subsidiaries for
our funding requirements

As a holding company, our Company relies on the receipt of dividends from our
subsidiaries to pay dividends to our Shareholders and satisfy our obligations. The ability of our
direct and indirect subsidiaries to pay dividends to their shareholders (including us) is subject
to a number of factors including but not limited to our financial performance, earnings, surplus
and directors’ discretion. There is no assurance that any dividend will be declared and paid in
the future.

In addition, the ability of each of our subsidiaries in the PRC to pay dividends to its
shareholders is subject to the requirements of PRC law. PRC regulations permit payment of
dividends only out of accumulated profits as determined in accordance with PRC accounting
standards and regulations. Dividends may not be paid until cumulative prior years’ losses are
made up. As a result, if any of our subsidiaries in the PRC, incurs losses, such losses may
impair its ability to pay dividends or other distributions to us, which would restrict our ability
to pay dividends and to service our indebtedness. Our PRC subsidiaries are required to make
monthly contributions to the social security plans maintained for their employees, consisting
of basic pension insurance, basic medical insurance, work-related injury insurance,
unemployment insurance and maternity insurance. In addition, our PRC subsidiaries are also
required to set aside at least 10.0% of their after-tax profits based on PRC accounting standards
each year to their general reserves or statutory capital reserve fund until the cumulative amount
of such reserves and fund reaches 50.0% of their registered capital. As at 31 October 2014, our
statutory reserves amounted to approximately RMB19 million, and our retained profits that
were unrestricted and were available for distribution to our Shareholders amounted to
approximately RMB129 million. Our statutory reserves are not available for distribution as
cash dividends.

RISK RELATING TO OUR INDUSTRY

The current global market fluctuations and economic downturn could materially and
adversely affect our business, financial condition and operations

The global capital and credit markets have been experiencing volatility and disruption in
the recent years. Concerns over inflation or deflation, energy costs, geopolitical issues, the
availability and cost of credit and the financial viability of the European banking and financial
system have contributed to unprecedented levels of market volatility. These factors, combined

— 50 -



RISK FACTORS

with declining business activities and consumer confidence and increased unemployment, have
precipitated an economic slowdown and a possible prolonged global recession. As a result,
consumer demand for our umbrella products may significantly decrease, thereby materially and
adversely affecting our business, financial condition and results of operations. If the economic

downturn continues, our business operation and financial position may be adversely affected.

Many laws and regulations in the PRC are promulgated in broad principles and the PRC
government has gradually laid down implementation rules and has continued to refine and
modify such laws and regulations. As the PRC legal system develops, the promulgation of new
laws or refinement and modification of existing laws may affect foreign investors. There can
be no assurance that (i) future changes in legislation or the interpretation will not have an
adverse effect upon our business, operations or profitability, and (ii) the PRC authorities will
not issue further directives, regulations, clarifications or implementation rules requiring us to

obtain further approvals in relation to our business, operations and our proposed Listing.

Emerging competitors in other developing countries

The umbrella industry in the PRC is highly competitive, and the competitors in this
market include both international and domestic companies. Within PRC, the market is
fragmented with thousands of local manufacturers. We compete against our competitors
primarily on research and development capability, market positioning, sales network, pricing
and customer loyalty. Some of our competitors may have greater financial, management,
human, distribution or other resources than us. Our results of operations could be affected by
a number of competitive factors, including our competitors increasing their operational
efficiencies, adopting competitive pricing strategies, expanding their operations, or adopting
innovative sales methods or product designs. In addition, our competitors may endeavour to
maintain and increase their market share, which may be at our expense. As a result, our results
of operations and market position may be adversely affected. Globally, the PRC umbrella
industry is faced with emerging competitors in other developing countries like Cambodia and
Vietnam. Challenged by rising cost pressure of labour force and raw materials, competitors
with low production cost are likely to threaten China’s leading position. There is a possibility
that China’s dominant position as the export origin of umbrellas, with 93.4% of global volume
in 2012, cannot be maintained. This would have an adverse impact on our revenue because

88.3% of our revenue was derived from exporting our products in 2013.

Our sales of umbrella may be affected by seasonality

We believe that there is a seasonal pattern in the purchasing of our umbrella products by
consumers. Specifically, peak season for our business is normally in the second quarter of the
year before rainy season of the northern hemisphere starts. Any reduction in the sales of our
umbrella products during the peak season may have an adverse material impact on our sales
and performance. We may be exposed to risks associated with such seasonal factors and the
fluctuation of demand of our umbrella products. Should there be any adverse change of market
condition during the peak season, our profitability may be adversely affected.
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RISKS RELATING TO THE PRC

All of our Group’s business activities are located in the PRC. Accordingly, the results of
operations, financial position and prospects of our Group are subject, to a significant degree,
to the economic, political and legal developments of the PRC.

Our business and operations are subject to certain laws and regulations of the PRC

Our business and operations are subject to certain laws and regulations of the PRC. Any
breach or non-compliance with these laws and regulations of the PRC may result in the
imposition of penalties by the relevant authorities, including the suspension, withdrawal or
termination of our business licenses. In addition, should there be any changes in the licensing
requirements, such as a requirement to obtain more licenses or more stringent criteria having
to be satisfied before certain licenses are granted, the cost to ensure that we comply with these
licensing requirements may increase. The withdrawal, suspension or termination of our
licenses or permits, or the imposition of any penalties, as a result of any infringement of any
regulatory requirements will have an adverse impact on our business and results of operations.

Our business and operations may be materially and adversely affected by any changes in
the political, economic and social conditions of the PRC

Our financial condition and prospects are to a significant degree subject to the political,
economic and social conditions of the PRC, as all of our assets are located in the PRC and all
of the revenue is derived from operations that take place in the PRC. Any changes in the
political, economic and social conditions of the PRC may adversely affect our business and
viability. The PRC government has undergone various reforms of its economic systems. Such
reforms have resulted in economic growth for the PRC in the last three decades. However,
many of the reforms are unprecedented or experimental, and are expected to be refined and
modified from time to time. In addition, the scope, application and interpretation of laws
relating to such reforms may be uncertain. Other political, economic and social factors may
also lead to further refinement or adjustment of the reform measures. Such refinement and
adjustment process may consequently have a material adverse impact on our operations in the
PRC or our financial performance. Our results and financial condition may be adversely
affected by any changes in the PRC’s political, economic and social conditions and by changes
in policies of the PRC government or changes in laws, regulations or the interpretation or
implementation thereof.

Uncertainties regarding interpretation and enforcement of the PRC laws and regulations
may impose adverse impact on our business, operations and profitability

Our business and operations in the PRC are governed by the legal system of the PRC. The
PRC legal system may not be sufficiently comprehensive when compared to the legal systems
of certain developed countries. The interpretation of the PRC laws and regulations may be
influenced by momentary policy changes reflecting domestic political and social changes.
Accordingly, the outcome of dispute resolutions may not be consistent or predictable with
certainty. In addition, it may also be difficult to enforce judgements and arbitration awards in
the PRC, or to obtain enforcement of judgement by a court of another jurisdiction.
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Effect of changes in the PRC environmental laws and regulations

As advised by the PRC Legal Advisers, during the Track Record Period and up to the
Latest Practicable Date, we did not have any material violation of all existing relevant PRC
environmental protection laws, rules and regulations. However, we cannot give assurance that
the PRC government will not impose stricter laws or regulations in relation to environmental
protection. If we fail to comply with any change in the relevant laws and regulations, we may
be subject to penalties or even suspension or closing down of our business by relevant
authorities. Furthermore, compliance with any amended environmental law or regulation may
force us to incur significant capital expenditure, which may adversely and materially affect our
operation and profitability.

The political and economic situation in the PRC may have a material adverse effect on our
business

Before its adoption of the economic reforms and open policy in late 1970s, the PRC had
been primarily a planned economy. With the commencement of the PRC government’s effort
to reform the Chinese economy in 1978, the PRC government introduced changes to its
economic system, as well as the government structure. These reforms have led to significant
economic growth and progress in social development. The PRC government still owns a
significant portion of the productive assets in China. Economic reform policies have placed
much emphasis on creating autonomous enterprises and the utilisation of market mechanisms.
Factors that may cause the PRC government to modify, delay or even discontinue the
implementation of certain reform measures include political changes, political instability and
economic factors such as changes in rates of national and regional economic growth,
unemployment and inflation.

Our Directors anticipate that the PRC government will continue to further implement
these reforms, further reduce government interference on enterprises, and rely more on free
market mechanisms for the allocation of resources, bringing positive effect on our overall and
long-term development. Any changes in the political climate, economic and social situation,
the laws, regulations and policies of the PRC arising therefrom, may have an adverse effect on
the present or future operations of our Group. With our business and operations substantially
based in the PRC, our operation and financial results could be adversely affected by the
restrictive or austere policies introduced by the PRC government. We may not be able to
capitalise on economic reform measures adopted by the PRC government. We cannot assure
you that the PRC government will not impose economic and regulatory controls that may
adversely affect our Group’s business, financial position and results of operations.

Any catastrophe, including outbreaks of health pandemics and other extraordinary
events, could severely disrupt our business operations

Our operations are vulnerable to interruption and damage from natural and other types of
catastrophes, including earthquakes, tsunami, fire, floods, hail, windstorms, severe winter
weather (including snow, freezing water, ice storms and blizzards), health pandemics,
environmental accidents, power loss, communications failures, explosions, man-made events
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such as terrorist attacks, and similar events. Due to their nature, we cannot predict the
incidence, timing and severity of catastrophes. In addition, changing climate conditions,
primarily rising global temperatures, may be increasing, or may in the future increase, the
frequency and severity of natural catastrophes. If any such catastrophe or extraordinary event
were to occur in the future, our ability to operate our business could be seriously impaired.
Such events could make it difficult or impossible for us to deliver our products to our
customers and could decrease demand for our products. Since 2003, there have been several
outbreaks of avian influenza, or the bird flu, beginning in the PRC and, eventually, spreading
to certain parts of Africa and Europe. More recently, there was outbreak in the PRC of the
H7N9 virus. Any occurrence of these pandemic diseases or other adverse public health
developments could severely disrupt our staffing and otherwise reduce the activity levels of our
work force, causing a material and adverse effect on our business operations.

Introduction of new laws and regulations or changes to existing laws and regulations by
the PRC legislative authorities and administrative authorities may adversely affect our
business

Our business and operations in the PRC are governed by the legal system of the PRC. The
legal system in the PRC is based on statutory law. Under this system, prior court decisions may
be cited for references but do not have binding precedential effect. Accordingly, the outcome
of dispute resolution may not be consistent or predictable as in the other more developed
jurisdictions.

Interpretation and enforcement of the PRC laws and regulations may be subject to
changes in policies and political environment. Different regulatory authorities may have
different interpretation and enforcement of the industries policies and foreign investment
policies, which requires companies to meet the policies requirements issued by relevant
regulatory authorities from time to time, and obtain approvals and complete filings in
accordance with the relevant regulatory authorities’ interpretation and enforcement of such
policies. If there are any future changes in applicable laws, regulations, administrative
interpretations or regulatory documents, or stricter enforcement policies by the relevant PRC
regulatory authorities, more stringent requirements could be imposed on the industries we are
currently engaged in. Compliance with such new requirements could impose substantial
additional costs or otherwise have a material adverse effect on our business, financial condition
and results of operations. In addition, if we fail to meet such new rules and requirements
relating to approval, construction, environmental or safety compliance of our operations, we
may be ordered by the relevant PRC regulatory authorities to change, suspend construction of
or close of the relevant production facilities. Alternatively, these changes may also relax some
requirements, which could be beneficial to our competitors or could lower market entry
barriers and increase competition. As a result, our business, financial condition and results of
operations could be materially and adversely affected.

In addition, since the PRC economy is developing at a faster pace than its legal system
and the PRC laws and regulations regarding foreign investments are relatively new and
evolving, there may be uncertainties as to whether and how existing laws and regulations will
apply to certain circumstances or events, and until the development of the legal system is kept
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abreast of economic reforms and development in the PRC, such uncertainties are likely to
remain. We cannot assure you that introduction of new laws and regulations and amendments
to existing laws and regulations by the PRC legislative authorities and administrative
authorities may not adversely affect our profitability and prospects.

For details of some of the relevant PRC laws and regulations to which our Group is
currently subject, please refer to the section headed “Regulatory Overview” of this prospectus.

Government control on currency conversion and changes in the exchange rate between
RMB and other currencies could negatively affect our financial condition, operations and
our ability to pay dividends

Our revenue and purchases are primarily denominated in RMB, US$ and Japanese Yen.
RMB is not currently a freely convertible currency and our Group needs to convert RMB into
foreign currencies for payment of dividends, if any, to Shareholders, which is subject to the
PRC rules and regulations on currency conversion. In the PRC, 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 payments are permitted to be made in foreign
currencies without prior government approval but are subject to certain procedural
requirements. Strict foreign exchange 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 the US dollars and
abolished the pegging of the RMB solely to the US dollars as applied in the past. Instead, it
is pegged against a basket of currencies. We cannot assure you that in the future China will not
revalue RMB or permit its substantial appreciation. Any increase in the value of RMB may
adversely affect the growth of the PRC economy and competitiveness of various industries in
the PRC, including the industries in which our Group operates, which could in turn affect the
financial condition and operations of our Group. Fluctuations in exchange rates for US$ and
Japanese Yen may adversely affect the value, translated or converted into RMB, of our net
assets, earnings and any declared dividends. We may incur new debt financings which may
include foreign currency denominated borrowings. Any adverse fluctuations in exchange rates
among these foreign currencies may materially and adversely affect our results of operations.

Distribution and transfer of funds may be subject to restrictions under the PRC laws

Any distributable profits that are not distributed in a given year will be retained and made
available for distribution in subsequent years. The calculation of distributable profits under
PRC accounting principles is different in many respects from Hong Kong accounting
principles.
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Distributions by our subsidiaries in the PRC to our Company may be subject to
governmental approval and taxation. These requirements and restrictions may affect our ability
to pay dividends to our Shareholders. Any transfer of funds from our Company to our
subsidiaries in the PRC, either as a shareholder loan or as an increase in registered capital, is
subject to registration and/or approval granted by PRC governmental authorities. These
limitations on the free flow of funds between our Company to subsidiaries in the PRC could
restrict our ability to act in response to changing market conditions in a timely manner.
Furthermore, members of our Group may obtain credit facilities in banks in the future which
restrict them from paying dividends to their shareholders.

Relevant PRC tax law may affect tax exemptions on dividends received by our Company
and Shareholders and increase our PRC EIT rate

Our Company is incorporated under the laws of the Cayman Islands and, following the
Reorganisation, holds interests in our PRC subsidiaries indirectly through a Hong Kong-
incorporated company. Pursuant to the PRC EIT Law and its implementation rules, which were
enacted on 16 March 2007 and 6 December 2007 respectively, and both of which became
effective on 1 January 2008, if our Company is deemed to be a non-PRC tax resident enterprise
without an office or premises in the PRC or with an office or premises which has no actual
relationship with the income of our Company, a withholding tax at the rate of 10.0% will be
applied to any dividends paid by PRC resident enterprise to our Company, unless our Company
is entitled to reduction or elimination of such tax, including by tax treaties. According to the
tax treaties entered into between the PRC and Hong Kong, dividends paid by a foreign-invested
enterprise in the PRC to its shareholder(s) in Hong Kong will be subject to withholding tax at
a rate of 5.0% if the Hong Kong company directly holds a 25.0% or more interest in the PRC
enterprise and other conditions required by the PRC laws and regulations are satisfied;
otherwise, the dividend withholding tax rate is 10.0%.

According to the Circular of the State Administration of Taxation on Relevant Issues
Relating to the Implementation of Dividend Clauses in Tax Treaty Agreements (B Z B4 )5
B A A T A A T S S I A T P R A 48 HT) (“Notice 817) promulgated on 20 February 2009,
the corporate recipients of dividends distributed by PRC enterprises must satisfy the direct
ownership thresholds at all times during the 12 consecutive months preceding the receipt of the
dividends.

According to the Administrative Measures for Non-resident Enterprise to Enjoy
Treatments under Tax Treaties (Trial) (FF/E R ZFC & Frd & BHHLGUT))
(“Administrative Measures”) which came into force on 1 October 2009, in order for a
non-resident enterprise (as defined under the PRC tax laws) that is in receipt of dividends from
PRC resident enterprises to enjoy the favourable tax benefits under the tax arrangements, an
application for approval to the competent tax authority must first be submitted. The
non-resident enterprise may not enjoy the favourable tax treatments provided in the tax treaties
without such approval. In addition, the EIT Law provides that, if an enterprise incorporated
outside the PRC has its “de facto management organisation” located within the PRC, such
enterprise may be recognised as a PRC tax resident enterprise and thus may be subject to EIT
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at the rate of 25.0% on its worldwide income excluding equity-investment income such as
dividends and bonuses between qualified resident enterprises. Substantially all members of our
management are located in the PRC. We cannot rule out the possibility that our Company may
also be deemed a PRC tax resident enterprise and therefore subject to an EIT rate of 25.0% on
our worldwide income (including dividend income received from our subsidiaries), which
excludes equity-investment income such as dividends and bonuses between qualified resident
enterprises. As a result of the uncertainty as to whether our Company will be deemed as a
“non-PRC tax resident enterprise” and for reasons as set out above, the applicable tax rate in
relation to the relevant members of our Group following the Reorganisation will be different
from the basis adopted in the financial information of our Group and, as such, our historical
operating results will not be indicative of our operating results for future periods and the value
of our Shares will be adversely affected. Further, dividends payable to corporate Shareholders
outside the PRC may be subject to withholding tax at the rate of 10.0%.

Changes in legal requirements and governmental policies concerning environmental
protection could impact our business

We are subject to PRC environmental laws and regulations, which include the (H'#E A
RALF B IR T A #7%) (Environmental Protection Law of PRC), {13 A R ILAIE /K5 4B 1A
%) (Law of the PRC on the Prevention and Control of Water Pollution), {3 A R ILAIE K
RI5UeBiiR1E) (Law of the PRC on the Prevention and Control of Atmospheric Pollution),

CrpEE N RILH B 3R 55 e V5 Y2 57575 ) (Law of the PRC on the Prevention and Control of
Pollution From Environment Noise) and "3 A R3] [ 88 BEY) 15 YL BR Be B iR ) (Law of
the PRC on the Prevention and Control of Environmental Pollution by Solid Waste). These laws
and regulations govern a broad range of environmental matters, including air pollution, water

pollution, noise emissions and waste discharge.

According to current PRC national and local environmental protection laws and
regulations, any enterprise which discharges wastewater, waste disposal, or polluted air is
required to seek approval for the establishment of such an enterprise in the PRC from the
relevant environmental protection authorities. The relevant PRC laws and regulations also
require any such enterprise to carry out an environmental impact assessment before
commencing construction of its production facilities and ensure that such production facilities
meet the prevailing relevant environmental standards to treat wastewater.

These environmental protection laws and regulations are complex and are constantly
evolving and becoming more stringent. We may not always be able to quantify the cost of
complying with such laws and regulations. Any violation of the PRC environmental protection
laws and regulations could subject us to a substantial fine, damage our reputation, result in
delays in production or result in a temporary or permanent closing of some or all of our
production facilities.

We cannot assure you that the national or local authorities will not enact additional laws
or regulations or amend or enforce new regulations in a more rigorous manner. Changes in
environmental protection laws and regulations may require us to alter production processes,
which could result in increased costs and could harm our financial condition and results of
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operations. Stricter laws and regulations, or more stringent interpretations of existing laws or
regulations, may impose new liabilities on us, reduce operating hours, require additional
investment by us in pollution control equipment, or impede the opening of new or expanding
existing plants or facilities. We could be forced to invest in preventive or remedial action, like
pollution control facilities, which could incur substantial costs. Such costs, liabilities or
disruptions in operations could materially and adversely affect our business, financial
condition and results of operations.

It may be difficult to enforce any judgements obtained from non-PRC courts against us
in the PRC

Currently substantially all of our assets are located within the PRC. China does not have
treaties providing for the reciprocal recognition and enforcement of judgements of courts with
most western countries. Therefore, it may be difficult for the investors to enforce against us in
the PRC any judgements obtained from non-PRC courts.

RISKS RELATING TO THE SHARES AND THE GLOBAL OFFERING

Potential conflict of interests between our Controlling Shareholders and other minority
Shareholders

Immediately following the Global Offering and the Capitalisation Issue, our Controlling
Shareholders collectively will beneficially own 75.0% of the Shares (assuming no exercise of
the Over-allotment Option and taking into no account of any Shares which may be issued upon
the exercise of any options which may be granted under the Share Option Scheme). The
interests of our Controlling Shareholders may differ from the interests of other Shareholders.

Our Controlling Shareholders could have significant influence in determining the
outcome of any corporate transaction or other matters submitted to our Shareholders for
approval, including mergers, consolidations and the sale of all or substantially all of the assets,
election of Directors and other significant corporate action. In cases where their interests are
aligned and they vote together, our Controlling Shareholders will also have the power to
prevent or cause a change in control. Without the consent of some or all of our Controlling
Shareholders, we may be prevented from entering into transactions that could be beneficial to
us. We cannot assure that our Controlling Shareholders will act entirely in our interest or that
conflicts of interest will be resolved in our favour. The interests of our Controlling
Shareholders may differ from the interests of our minority Shareholders and our Controlling
Shareholders are free to vote according to their interests.

There has not been any prior public market for the Shares and an active trading market
may not develop

An active trading market for the Shares may not develop and the trading price of the
Shares may fluctuate significantly. Prior to the Global Offering, there has been no public
market for the Shares. The Offer Price range has been determined through negotiation between
our Company and the Joint Bookrunners (for themselves and on behalf of the Underwriters)
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and the final Offer Price may not be indicative of the price at which the Shares will be traded
following the completion of the Global Offering. In addition, there is no assurance that an
active trading market for the Shares will develop, or, if it does develop, that it will be sustained
following completion of the Global Offering, or that the trading price of the Shares will not
decline below the Offer Price.

The trading price of the Shares may also be subject to significant volatility in response
to, among others, the following factors:

. variations in our operating results;

. changes in the analysis and recommendations of securities analysts;

. announcements made by us or our competitors;

. changes in investors’ perception of our Group and the investment environment;
. developments in the umbrella industry;

. changes in pricing made by us or our competitors;

. the liquidity of the market for the Shares; and
. general economic and other factors.

Moreover, shares of other companies listed on the Stock Exchange with significant
operations and assets in the PRC have experienced price volatility in the past, and it is possible
that our Shares may be subject to changes in price not directly related to our performance.

The trading volume and share price of the Shares may fluctuate

The price and trading volume of the Shares may be highly volatile. Factors such as
variations in our revenue, earnings and cash flow, announcements of new technologies,
strategic alliances or acquisitions, industrial or environmental accidents suffered by us, loss of
key personnel, changes in ratings by financial analysts and credit rating agencies, litigation or
fluctuations in the market prices for the merchandise sold could cause large and sudden
changes in the volume and price at which the Shares will trade. In addition, the Stock Exchange
and other securities markets have from time to time experienced significant price and volume
fluctuations that are not related to the operating performance of any particular company. These
fluctuations may also materially and adversely affect the market price of the Shares.

Future sales of substantial amounts of the Shares in the public market may adversely
affect the prevailing market price of the Shares

Certain facts and statistics in this prospectus that do not relate directly to our Group’s
operations, including those relating to the PRC and its economy, have been derived or extracted
from various publications of governmental agencies and Independent Third Parties. However,
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the facts and statistics in this prospectus may not be reliable in terms of their completeness,
accuracy and fairness given such information has not been independently verified by our
Company, the Sole Sponsor, the Sole Global Coordinator, the Joint Bookrunners, the
Underwriters or any of their respective directors, officers, affiliates, advisers or
representatives, or any other parties involved in the Global Offering, and such information may
not be consistent with other publicly available information. Our Company, the Sole Sponsor,
the Sole Global Coordinator, the Joint Bookrunners, the Underwriters or any of their respective
directors, officers, affiliates, advisers or representatives, or any other parties involved in the
Global Offering make no representation as to the completeness or accuracy of those
information and there is no assurance that such information contained in this prospectus is
prepared to the same standard or level of accuracy and comparable with similar kind of
information available in other publications or jurisdictions. Therefore, the facts and statistics
in this prospectus shall not be unduly relied upon.

Issuance of new Shares or equity linked securities may cause dilution in shareholding

We may need to raise additional funds in the future to finance our future plans, whether
in relation to existing operations, expanding points of sale or otherwise. If additional funds are
raised through the issuance of our new equity or equity-linked securities other than on a pro
rata basis to existing Shareholders, then (a) the percentage ownership of our existing
Shareholders may be reduced, and/or (b) such newly issued securities may have rights,

preferences or privileges superior to those of the Shares of our existing Shareholders.

Statistics and industry information may come from various sources which may not be
reliable

This prospectus contains information and statistics that are derived from various publicly
available official government and other publications and generally believed to be reliable.
However, we cannot guarantee the quality and reliability of these publications. Whilst our
Directors and the Sole Sponsor have taken reasonable care to ensure that such facts and
statistics in this prospectus are accurately reproduced, these facts and statistics have not been
independently verified by us. Our Company, the Sole Sponsor, the Sole Global Coordinator, the
Joint Lead Managers, the Underwriters, their respective directors and advisers or any other
parties involved in the Global Offering do not make any representation as to the accuracy of
such facts and statistics, which may not be consistent with other information and may not be
complete or up-to-date. Due to possibly flawed or ineffective collection methods or
discrepancies between published information and market practice and other problems, the facts
and statistics in this prospectus may be inaccurate or may not be comparable from period to
period to facts and statistics produced for other economies and should not be unduly relied
upon. Furthermore, we cannot assure you that they are stated or compiled on the same basis

or with the same degree of accuracy as may be the case elsewhere.
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There are risks associated with the forward-looking statements contained in this

prospectus

The information in this prospectus contains certain forward-looking statements and
information relating to our Group that are based on the belief of our Directors as well as
assumptions based on the information currently available to them. In this prospectus, the words
“believe”, “consider”, “expect”, and similar expressions, as they relate to our Company or our
Group or our Directors, are intended to, among others, identify forward-looking statements.
Such statements reflect the current views of our Directors with respect to, among others, future
events and are subject to certain risks, uncertainties and assumptions, including the risk factors
described in this prospectus. Should one or more of these risks or uncertainties materialise, or
should underlying assumptions be proved to be incorrect, our financial condition may be
adversely affected and may vary materially from those described herein as believed,

considered, estimated or expected.

Investors should read the entire prospectus and should not rely on any information
contained in press articles or other media coverage regarding us and the Global Offering

We strongly caution you not to rely on any information contained in press articles or other
media regarding us and the Global Offering. Prior to the publication of this prospectus, there
might be press and media coverage regarding us and the Global Offering. Such press and media
coverage may include references to certain information that does not appear in this prospectus,
including certain operating and financial information and projections, valuations and other
information. We have not authorised the disclosure of any such information in the press or
media and do not accept any responsibility for any such press or media coverage or the
accuracy or completeness of any such information or publication. We make no representation
as to the appropriateness, accuracy, completeness or reliability of any such information or
publication. To the extent that any such information is inconsistent or conflicts with the
information contained in this prospectus, we disclaim responsibility for it and you should not

rely on such information.
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This prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties, including the risk factors described in this prospectus.
Forward-looking statements can be identified by words such as “may”, “will”, “should”,
“would”, “could”, “believe”, “expect”, “anticipate”, “intend”, “plan”, “continue”, “seek”, or
the negative of these terms or other comparable terminology. Examples of forward-looking
statements include, but are not limited to, statements we make regarding our business
strategies, development activities, estimates and projections, expectations concerning future

operations, profit margins, profitability, competition and the effects of regulation.

Forward-looking statements are based on our current expectations and assumptions
regarding our business, the economy and other future conditions. We give no assurance that
these expectations and assumptions will prove to have been correct. Although these
forward-looking statements are made by our Directors after due and careful consideration,
these statements reflect the current views of our management with respect to future events and
are subject to certain risks, uncertainties and assumptions, including the risk factors described
in this document. Should one or more of the risks or uncertainties materialise, or should the
underlying assumptions be proved to be incorrect, our financial condition may be adversely
affected and may vary materially from those described herein as anticipated, believed,
estimated or expected. Accordingly, such statements are neither statements of historical fact
nor guarantees or assurances of future performance. Hence, you should not place undue
reliance on such forward-looking statements.

Important factors that could cause actual results to differ materially from those in the
forward-looking statements include, but are not limited to, regional, national or global
political, economic, business, competitive, market and regulatory conditions and the following:

. our business strategies and plan of operation;

. the success of our existing and future operation;

. our capital expenditure plans;

. our dividend policy;

. our ability to retain senior management team members and recruit qualified and

experienced new team members;

. our ability to maintain our competitiveness and operational efficiency;

. our prospective financial conditions;
. future development in our industry;
. the global and domestic economy;
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. laws, regulations and rules for the umbrella industry in Japan, the PRC and other

parts of the world; and

. other factors that are described in the section headed “Risk factors” of this

prospectus.

Any forward-looking statement made by us in this document applies only as at the date
on which it is made. Factors or events that could cause our actual results to differ may emerge
from time to time, and it is not possible for us to predict all of them. Subject to the
requirements of applicable laws, rules and regulations, we undertake no obligation to update
any forward-looking statement, whether as a result of new information, future developments or
otherwise. All forward-looking statements contained in this document are qualified by

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

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 should inform themselves as to the
relevant legal requirements of applying for the Offer Shares and any applicable exchange
control regulations and applicable laws in the countries of their respective citizenship,
residence and domicile.

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information about 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 in this prospectus
misleading.

The Global Offering is made solely on the basis of the information contained and the
representation made in this prospectus and the related Application Forms. No person is
authorised in connection with the Global Offering to give any information or to make any
representation not contained in this prospectus and the related Application Forms, and any
information or representation not contained herein should not be relied upon as having been
authorised by our Company, the Sole Sponsor, the Sole Global Coordinator, the Joint Lead
Managers, the Underwriters, any of their respective directors or affiliates of any of them or any
other person or party involved in the Global Offering.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering
which forms part of the Global Offering. For applicants under the Hong Kong Public Offering,
this prospectus and the related Application Forms contain the terms and conditions of the Hong
Kong Public Offering.

The Listing is sponsored by Ping An of China Capital. The Hong Kong Public Offering
is fully underwritten by the Hong Kong Underwriters and the International Placing is expected
to be fully underwritten by the International Placing Underwriters. The Global Offering is
subject to our Company and the Sole Global Coordinator (on behalf of the Underwriters)
agreeing on the Offer Price. The Global Offering is managed by Ping An of China Securities.

If, for any reason, the Offer Price is not agreed among our Company and the Sole Global
Coordinator (on behalf of the Underwriters), the Global Offering will not proceed and will
lapse. For further information, please refer to the section headed “Underwriting” of this
prospectus.
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RESTRICTIONS ON SALE OF OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares, other than in
Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong Kong.
Accordingly, and without limitation to the following, this prospectus may not be used for the
purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorised or to any person to whom
it is unlawful to make such an offer or invitation.

Prospective applicants for the Offer Shares should consult their financial advisers and
seek legal advice, as appropriate, to inform themselves of, and to observe, all applicable laws,
rules and regulations of any relevant jurisdiction. Prospective applicants for the Offer Shares
should also inform themselves as to the relevant legal requirements and any applicable
exchange control regulations and applicable taxes in the countries of their respective
citizenship, residence or domicile.

Each person acquiring the Offer Shares will be required to, or be deemed by his
acquisition of the Offer Shares, to confirm, that he is aware of the restrictions on offer and
sale of the Offer Shares described in this prospectus.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee for the granting of the listing of, and
permission to deal in, the Shares in issue and to be issued pursuant to the Capitalisation Issue
and the Global Offering (including the additional Shares which may be issued pursuant to the
exercise of the Over-allotment Option and any option which may be granted under the Share
Option Scheme).

No part of the share or loan capital of our Company is listed on or dealt in on any other
stock exchange and no such listing or permission to list is being or proposed to be sought in
the near future.

REGISTER OF MEMBERS AND STAMP DUTY

All Offer Shares sold pursuant to applications made in the Hong Kong Public Offering
will be registered on our Company’s register of members to be maintained in Hong Kong. Our
Company’s principal register of members will be maintained by our Company’s principal share
registrar in the Cayman Islands.

Dealings in the Offer Shares registered in the register of members of our Company
maintained in Hong Kong will be subject to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding and dealing in the Offer Shares. None of our Company, the Sole Global Coordinator,
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the Sole Sponsor, the Joint Lead Managers, the Underwriters, any of their respective directors
or any other person or party involved in the Global Offering accepts responsibility for any tax
effects on, or liabilities of, any person resulting from the subscription, purchase, holding or
disposition of the Offer Shares.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for applying for the Hong Kong Offer Shares is set out in the section
headed “How to Apply for the Hong Kong Offer Shares” of this prospectus and on the related

Application Forms.
STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure and Conditions of the Global Offering” of this prospectus.

CURRENCY TRANSLATIONS

Unless the context requires otherwise, translation of US$ into HK$, RMB into HK$, RMB
into JPY and AUD into RMB is made in this prospectus, for illustration purpose only, at the
rates of US$1.0 = HK$7.8, RMB1.0 = HK$1.25, JPY100 = RMB6.1 and AUD1.0 = RMB5.2.
No representation is made that any amount in US$, HKS, JPY, RMB or AUD could have been
or could be converted at the above rate or at any other rate or at all.

LANGUAGE

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

ROUNDING

Certain monetary amounts included in this prospectus have been subject to rounding
adjustments; accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures which precede them.

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

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

interests.

OVER-ALLOTMENT AND STABILISATION

In connection with the Global Offering, Ping An of China Securities, as the stabilising
manager, or any person acting for it, may over-allot Shares or effect any other transactions with
a view to stabilising and maintaining the market price of the Offer Shares at a level higher than
that which might otherwise prevail for a limited period after the date of Listing. However, there
is no obligation on the Stabilising Manager or any person acting for it to conduct any such

stabilising action.

In connection with the Global Offering, our Company is expected to grant to the
International Placing Underwriters the Over-allotment Option, which is exercisable in full or
in part by the Sole Global Coordinator (on behalf of the International Placing Underwriters) up
to (and including) the date which is the 30th day after the last day for lodging applications
under the Hong Kong Public Offering. Pursuant to the Over-allotment Option, our Company
may be required to issue at the Offer Price up to an aggregate of 22,500,000 Shares,
representing 15.0% of the total number of Offer Shares initially available under the Global

Offering, to cover over-allocations in the International Placing, if any.

Further details with respect to stabilisation and the Over-allotment Option are set out in
the section headed “Structure and Conditions of the Global Offering — Stabilisation and

Over-allotment” of this prospectus.
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DIRECTORS
Name
Executive Directors

Mr. Huang Wenji (#3C4E)

Ms. Chen Jieyou (B fif 15)

Mr. Yang Guang (#7t)

Mr. Lin Zhenshuang (#k £ )

Residential Address

No. 59 Qiao Sheng Road
Dongshi Town

Jinjiang City

Fujian Province

PRC

No. 59 Qiao Sheng Road
Dongshi Town

Jinjiang City

Fujian Province

PRC

No. 31-1 Hua Hu Fang Jia Dun

Huang Shi Gang District
Huang Shi City

Hubei Province

PRC

Flat C, 8th Floor

No. 7 Lan Feng City Garden
Luo Shan Town

Jinjiang City

Fujian Province

PRC

Independent non-executive Directors

Mr. Tse Ka Wing (# % %)

Mr. Yang Xuetai (1522°K)

Ms. Yau Lai Ying (IR %)

Flat G, 31st Floor, Block 2
Broadview Garden

Tsing Yi

New Territories

Hong Kong

No. 269 Cheng Hua Bei Lu
Feng Ze District

Quanzhou City

Fujian Province

PRC

Room B, 18/F., Hilary Court
63G Bonham Road
Mid-levels

Hong Kong
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Nationality

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese

Chinese
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor Ping An of China Capital (Hong Kong)
Company Limited
28/F, 169 Electric Road
North Point
Hong Kong

Sole Global Coordinator Ping An of China Securities (Hong Kong)
Company Limited
28/F, 169 Electric Road
North Point
Hong Kong

Joint Bookrunners Ping An of China Securities (Hong Kong)
Company Limited
28/F, 169 Electric Road
North Point
Hong Kong

Qilu International Capital Limited
7/F, Li Po Chun Chambers

189 Des Voeux Road Central
Central

Hong Kong

Joint Lead Managers Ping An of China Securities (Hong Kong)
Company Limited
28/F, 169 Electric Road
North Point
Hong Kong

Qilu International Securities Limited
7/F, Li Po Chun Chambers

189 Des Voeux Road Central
Central

Hong Kong
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Legal advisers to our Company as to Hong Kong law:
Hastings & Co.
5th Floor, Gloucester Tower
The Landmark
11 Pedder Street
Central
Hong Kong

as to Cayman Islands law:
Appleby

2206-19 Jardine House

I Connaught Place
Central

Hong Kong

as to PRC law:

Shu Jin Law Firm

24/F, Aerospace Skyscraper
4019 Shennan Road
Futian, Shenzhen

PRC
Legal advisers to the Sole Sponsor and as to Hong Kong law:
the Underwriters Pang & Co. in association with

Loeb & Loeb LLP

21/F., CCB Tower

3 Connaught Road Central
Hong Kong

as to PRC law:

Deheng Law Offices (Shenzhen)
Storey 11, Section B Anlian Plaza
No. 4018, Jintian Road

Futian, Shenzhen

PRC

Auditors and reporting accountants SHINEWING (HK) CPA Limited
Certified Public Accountants
43/F, The Lee Gardens
33 Hysan Avenue
Causeway Bay
Hong Kong

Property valuer International Valuation Limited
Room 1203A, 12/F
Kai Tak Commercial Building
317-319 Des Voeux Road Central
Hong Kong

Receiving bank Standard Chartered Bank (Hong Kong) Limited
15/F Standard Chartered Tower
388 Kwun Tong Road
Kwun Tong
Hong Kong
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Registered office Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Head office and principal place of Yonghe Industrial Section
business in the PRC Yonghe Town
Jinjiang City
Fujian Province
PRC

Principal place of business in Hong Kong  5th Floor
Gloucester Tower
The Landmark
11 Pedder Street
Central
Hong Kong

Company’s website address www.jcumbrella.com
(information on this website does not form
part of this prospectus)

Company secretary Cheung Ka Shing HKICPA
Flat 615, 6/F., Hong Ying Court
Tak Tin Estate
Lam Tin
Kowloon
Hong Kong

Authorised representatives Huang Wenji
No. 59 Qiao Sheng Da Road
Dongshi Zhen
Jinjiang City
Fujian Province
PRC

Cheung Ka Shing

Flat 615, 6/F., Hong Ying Court
Tak Tin Estate

Lam Tin

Kowloon

Hong Kong
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CORPORATE INFORMATION

Compliance adviser Ping An of China Capital (Hong Kong)
Company Limited
28/F, 169 Electric Road
North Point
Hong Kong

Audit committee Tse Ka Wing (Chairman)
Yang Xuetai
Yau Lai Ying

Remuneration committee Yau Lai Ying (Chairperson)
Yang Xuetai
Tse Ka Wing

Nomination committee Yang Xuetai (Chairman)
Tse Ka Wing

Yau Lai Ying

Cayman Share Registrar Appleby Trust (Cayman) Ltd.
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Hong Kong Share Registrar Tricor Investor Services Limited
Level 22
Hopewell Centre
183 Queen’s Road East
Hong Kong

Principal banks Bank of China Limited
Jinjiang Branch
No. 154, Chongde Road, Qingyang Town
Jinjiang, Quanzhou City
Fujian Province
PRC
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China Construction Bank Corporation
Jinjiang Branch

China Construction Bank Building
No. 169, Yingbin Road

Jinjiang, Quanzhou City

Fujian Province

PRC

China Everbright Bank Company Limited
Xiamen Branch

1/F to 4/F, Everbright Bank Building

No. 81, Hubin South Road

Xiamen City, Fujian Province

PRC
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WAIVERS FROM STRICT COMPLIANCE WITH
THE LISTING RULES AND EXEMPTION FROM THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, our Company has sought the following waiver
from strict compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE

Pursuant to Rule 8.12 of the Listing Rules, we must have a sufficient management
presence in Hong Kong. This normally means that at least two of our executive Directors must
ordinarily reside in Hong Kong. The principal business operations, offices and factories of our
Group are primarily located, managed and conducted in the PRC, and the Group’s senior
management members are and will therefore continue to be based in the PRC. All the executive
Directors are not Hong Kong residents or not based in Hong Kong. Our Company does not and
will not in the foreseeable future have two executive Directors residing in Hong Kong for the
purposes of satisfying the requirement under Rule 8.12 of the Listing Rules.

As a result, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver from strict compliance with Rule 8.12 of the Listing Rules, on the following
conditions to ensure that regular and effective communication is maintained between the Stock
Exchange and our Company:

1. our Company will appoint two authorised representatives pursuant to Rule 3.05 of
the Listing Rules, who will act as our Company’s principal channel of
communication with the Stock Exchange. Our Company will appoint Mr. Cheung Ka
Shing, the company secretary of our Company, who is ordinarily resident in Hong
Kong, and Mr. Huang, an executive Director, as the two authorised representatives
of our Company. Each of the authorised representatives will be available to meet
with the Stock Exchange in Hong Kong within a reasonable period of time upon
request and will be readily contactable by their respective mobile phone number,
office phone number, e-mail address and facsimile number. Each of the two
authorised representatives has been duly authorised to communicate on our behalf
with the Stock Exchange;

2. both of the authorised representatives of our Company will have means to contact
all members of the Board (including the independent non-executive Directors)
promptly at all times as and when the Stock Exchange wishes to contact the
Directors for any matters;

3. to enhance the communication between the Stock Exchange, the authorised
representatives and the Directors, our Company will implement a policy whereby (a)
each executive Director will have to provide his respective mobile phone numbers,
office phone numbers, fax numbers and email addresses to the authorised
representatives; (b) each executive Director will endeavour to provide valid phone
number or means of communication to the authorised representatives when he is
traveling; and (c) each Director will provide his mobile phone numbers, office phone
numbers, fax numbers and email addresses to the Stock Exchange;
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4.  our Company shall promptly inform the Stock Exchange of any changes on the
authorised representatives and/or the compliance adviser in accordance with the
requirements of the Listing Rules;

5. our Company will appoint a compliance adviser pursuant to Rule 3A.19 of the
Listing Rules who will have access at all times to our authorised representatives,
Directors and senior management to ensure that they are in a position to provide
prompt responses to any query or request from the Stock Exchange in respect of our
Company and will act as an additional channel of communication with the Stock
Exchange for a period commencing on the Listing Date and ending on the date on
which our Company distributes the annual report for the first full financial year after
the Listing Date in accordance with Rule 13.46 of the Listing Rules; and

6. each of the Directors (including the independent non-executive Directors) who is not
ordinarily resident in Hong Kong possesses or is able to apply for valid travel
documents to visit Hong Kong and will be able to meet with the relevant members
of the Stock Exchange within a reasonable period of time, when required.

STRICT COMPLIANCE WITH RULE 4.04(1) OF THE LISTING RULES AND
PARAGRAPH 27 OF PART I AND PARAGRAPH 31 OF PART II OF THE THIRD
SCHEDULE TO THE COMPANIES (WINDING UP AND MISCELLANEOUS
PROVISIONS) ORDINANCE

According to Rule 4.04(1) of the Listing Rules, the Accountant’s Report contained in this
prospectus must include, inter alia, the results of our Group in respect of each of the three
financial years immediately preceding the issue of this prospectus or such shorter period as
may be acceptable to the Stock Exchange.

Pursuant to section 342(1)(b) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, a company incorporated outside Hong Kong and proposing to offer
shares must state the matters specified in Part I of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance and set out the reports specified in Part
II of that Schedule in its prospectus.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, our Group is required to include in this prospectus
a statement as to the gross trading income or sales turnover (as the case may be) of our Group
during each of the three financial years immediately preceding the issue of this prospectus as
well as an explanation of the method used for the computation of such income or turnover and
a reasonable breakdown of the more important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, our Group is required to include in this
prospectus a report by our auditor with respect to profits and losses and assets and liabilities
of our Group in respect of each of the three financial years immediately preceding the issue of
this prospectus.
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The Accountant’s Report for each of the three years ended 31 December 2011, 2012 and
2013 and the ten months ended 31 October 2014 has been prepared and is set out in Appendix
I to this prospectus.

An application was made to the Stock Exchange for a waiver from strict compliance with
Rule 4.04(1) of the Listing Rules, and such waiver was granted by the Stock Exchange, on the
conditions that:

(1) the Company lists on the Stock Exchange by 31 March 2015;

(i1)) the Company obtains a certificate of exemption from the SFC from similar
requirements under paragraph 27 of Part I and paragraph 31 of Part II of the Third
Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance;
and

(iii) a profit estimate for the year ended 31 December 2014 which complies with Rules
11.17 to 11.19 of the Listing Rules; and a Directors’ statement that after performing
all due diligence work which they consider appropriate, there is no material adverse
change to its financial and trading positions or prospect with specific reference to
the trading results from 1 November 2014 to 31 December 2014 is included in the
prospectus.

An application was also made to the SFC under section 342A of the Companies (Winding
Up and Miscellaneous Provisions) Ordinance for a certificate of exemption from strict
compliance with paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance in relation to the
inclusion of the Accountant’s Report for the three full financial years ended 31 December 2014
in this prospectus on the ground that it would be unduly burdensome for the audited results for
the financial year ended 31 December 2014 to be finalised in a short period of time.

A certificate of exemption has been granted by the SFC under section 342A of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance on the conditions that (i)
particulars of the exemption are set out in this prospectus and (ii) this prospectus is issued on
or before 3 February 2015.

Our Directors and the Sponsor have confirmed that all information that is necessary for
the public to make an informed assessment of the activities, assets and liabilities, financial and
trading position, management and prospects of the Group has been included in the prospectus,
as such the waiver granted by the Stock Exchange and the exemption granted by the SFC from
strict compliance with Rule 4.04(1) of the Listing Rules and paragraph 27 of Part I and
paragraph 31 of Part Il of the Third Schedule to the Companies (Winding Up and
Miscellaneous Provisions) Ordinance would not prejudice the interests of the investing public.
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Our Directors and the Sponsor also have confirmed that they have performed sufficient
due diligence to ensure that, up to the Latest Practicable Date, there have been no material
adverse change in the financial and trading position or prospects of the Group since 1
November 2014 and there have been no event since 1 November 2014 which would materially

affect the information shown in the accountant’s report set out in Appendix I to this prospectus.
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Certain facts, statistics and data presented in this section and elsewhere in this
prospectus have been derived, in part, from various government official publications.
Whilst our Directors have taken all reasonable care to ensure that the relevant facts and
statistics are accurately reproduced from these official government sources, such facts
and statistics have not been independently verified by us, the Sole Sponsor, the Sole
Global Coordinator, the Joint Lead Managers, the Underwriters, their respective
affiliates, directors and advisers or any other parties involved in the Global Offering, and
none of them makes any representation as to the accuracy or completeness of such
information which may not be consistent with other information available and may not

be accurate and should not be unduly relied upon.

In this section, information regarding the relevant industries has been recited or
extracted from certain articles, reports or publications which are generally and/or
publicly available or otherwise from independent public resource providers to which the
Sole Sponsor is a subscriber, authors and compilers of such articles, reports and
publications are Independent Third Parties, and their preparations were not
commissioned nor funded by us or the Sole Sponsor. Geographical regions appeared in
this section shall have the same meanings as used in the respective sources from which

the corresponding information has been recited or extracted.

REPORT COMMISSIONED FROM FROST & SULLIVAN

We commissioned Frost & Sullivan, an independent market research and consulting
company, to conduct an analysis of, and to prepare a report on, the umbrella industry in the
PRC and Japanese markets respectively. We paid Frost & Sullivan a fee of RMB750,000, which
we believe reflects market rates. Founded in 1961, Frost & Sullivan has 40 offices with more
than 2,000 industry consultants, market research analysts, technology analysts and economists
globally. It conducts industry research among other services. Frost & Sullivan has been
covering the Chinese market from its offices in the PRC since the 1990s. Its industry coverage
in the PRC includes agriculture, chemicals, materials and food, among others.

The Frost & Sullivan Report includes information on the PRC and Japanese umbrella
markets and economic data, which have been quoted in this prospectus. The methodology used
by Frost & Sullivan in its report involved conducting both primary and secondary research
obtained from numerous sources within the umbrellas and parasols industry in both China and
Japan. The primary research was conducted through face-to-face and telephone interviews with
experts in the industry and seasoned professionals with the major competitors of the Group.
The primary research involved interviewing leading industry participants and the secondary
research involved reviewing company reports, independent research reports and data based on
Frost & Sullivan’s own research database.

Frost & Sullivan has made the various market statistics based on the industrial common
knowledge in the umbrellas and parasols industry. Frost & Sullivan has conducted a series of
in-depth interviews with industry participants and experts to derive its findings and analysis on
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market size, market dynamics, market drivers, market restraints, and future trends, etc.
regarding the Chinese and Japanese Plastic Umbrellas market. Frost & Sullivan has also
corroborated information sourced from the industry participants and experts through
crosschecking the information sourced from different types of organisations and different
levels of participants, and also coordinating with the information sourced from other channels
such as secondary research on official statistics publications or public release of relevant
departments, to ensure that the report to be made by it will be consistent with the information

known to the industry practice.

In compiling and preparing the research, Frost & Sullivan assumed that (i) the global and
Japanese economy is likely to gradually recover over the forecast period; (ii) there is no
external shock such as natural disasters to affect the demand and supply of raw materials during
the forecast period; (iii) drivers like shifting consumption patterns, increasing purchasing
power, optimistic economy outlook and changing lifestyle are likely to sustain the quick
development of the PRC retail market; and (iv) the PRC umbrellas and parasols market is
expected to be driven by driving forces like recovery of global consumer goods market,
consumption pattern transformation in China, products innovation and differentiation,
upgrading technique and new material application. The research results may be affected by the
accuracy of these assumptions and the choice of these parameters.

OVERVIEW OF CHINESE UMBRELLAS AND PARASOLS MARKET

Plastic Umbrellas and parasols

The umbrellas and parasols industry is a labour intensive industry. The Chinese umbrellas
and parasols industry has benefited from plenteous and low-cost labour resource and has grown
fast in the past years. Till 2013, China has become the major umbrella manufacturer and
exporter in the world. As of 2013, the cloth umbrellas and parasols industry of China was at
the later growth stage and huge number of players has resulted in high fragmentation of the
industry. Although exportation was still the main sales channel till 2013, there is a trend that
many companies are shifting their focus from overseas market to domestic market, especially
after the 2008 financial crisis. Meanwhile, domestic market was far from maturity compared
with developed markets as of 2013. As one of the categories in umbrellas and parasols industry,
the Plastic Umbrellas industry was still at the early growth stage in 2013. Compared to the
cloth umbrellas and parasols industry in China, there were relatively few players which used
environmentally friendly materials such as POE and EVA to produce Plastic Umbrellas, for
they were quite new in China. Among those, our Group was the largest Plastic Umbrella
manufacturers in China and even the largest in Asia as of 2013 in terms of sales volume.

In the forecast period, it is expectable that more companies are likely to make greater
efforts to build and reinforce their brand image, and Plastic Umbrellas are likely to be the new
trend in the near future. More new market segments are likely to be created as the customers’
demand goes diversified. With the rise of leading players, the market is likely to become more
concentrated.

~79 _



INDUSTRY OVERVIEW

Japan as largest destination of China’s exports

As of 2013, China was the major umbrella exporter in the world. Over the past few years,
China’s umbrella exports have kept a quick growth. According to General Administration of
Customs, China’s total export value of umbrellas amounted to approximately USD2 billion in
2013. Asia, Europe and South America respectively took up approximately 54.4%, 20.2% and
10.5% of China’s total umbrella export value in 2013. Top ten export destinations in 2013 were
Japan, Philippines, U.S., Hong Kong, South Korea, Brazil, Thailand, Indonesia, Italy and
Germany. Top ten destinations contributed 53.9% to the total export value. In terms of both the
export value and export volume, Japan was the largest export destination of China’s umbrellas
and parasols. In 2013, approximately 12.5% of the export value and 11.4% of export volume
went to Japanese market. Many large Japanese umbrella retailers, represented by the chain
convenient stores and department stores, had established a steady and long-term cooperation
with Chinese suppliers. Japan’s leading position in the Chinese umbrella export market is
likely to be maintained in the following years.

ANALYSIS OF PLASTIC UMBRELLAS MARKET IN JAPAN
Value chain of Plastic Umbrellas

Most of the Plastic Umbrellas are sourced by Japanese traders or wholesalers. Japanese
retailers seldom source umbrellas directly from China. For the large retailers, they need to
source thousands of kinds of goods and prefer to rely on trading companies who can provide
multiple kinds of goods. In addition, by sourcing from the large trading companies, retailers
are able to effectively reduce the inventory risks. For middle and small-size companies,
comparing to sourcing directly from China, cost of purchase from trading companies is usually
even lower. Trading companies are able to get a low sourcing price because of their vast

sourcing quantity.

Convenient
95.0% Trading Stores/Grocery
companies Stores
/
. Whole-
Plastic salers Drug Stores
Umbrellas

Manufacturers

100 -Yen Stores

5.0%  Direct Sales

Department
Stores &
Supermarkets

|

Source: Frost & Sullivan

For the retailing market, convenient stores and grocery stores are the major channels.
Japan has highly developed convenient store market with over 50,000 outlets. These stores are
mainly located around subway stations, residential areas, office buildings, etc. Once people
need to buy a plastic umbrella, they can always find these stores easily. It is estimated that
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nearly 70.0% of the plastic umbrellas are sold in these stores. Drug stores and 100-Yen stores
are another shopping places for plastic umbrellas. Nearly 15.0% of the plastic umbrellas are
sold in these drug stores. These 100-Yen stores contribute nearly 15.0% of the sales volume of
plastic umbrellas. Department stores and supermarket usually sell cloth umbrellas rather than
plastic umbrellas.

Chained convenient store market is consolidated with top three players covering over half
of total outlets. In terms of outlet number, these leading players have been actively expanding
their business in recent years. From 2008 to 2013, outlet number of top three players increased
from approximately 29,200 to approximately 38,100, with a CAGR of 5.5%. Quick expansion
of leading players is expected to make the market further consolidated. Leading convenient
stores are likely to have more shares of plastic umbrellas sales in the future. Large retailers
usually have a few (generally less than five) trading companies for plastic umbrellas and tend
to establish a long term cooperation with reliable trading companies. For plastic umbrellas
manufactures, stable relationship with these key trading companies becomes a crucial
successful factor.

Convenient stores are the major sales terminals for plastic umbrella. It is estimated that
nearly 70.0% of plastic umbrellas are sold in these convenient stores. Once people need to buy
a plastic umbrella, they can always find these stores easily. According to Frost & Sullivan, the
increased number of convenient stores are expected to moderately drive the growth of plastic
umbrellas market in Japan as well as the sales performance of our Group given that our Group

is one of the major suppliers to Japan’s plastic umbrellas market.

China’s position in Japanese Plastic Umbrellas import market

Straight Umbrellas Import Market: Import Value and Volume, 2008-2013
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Source: Japan Ministry of Finance, Frost & Sullivan

For Japanese market, plastic umbrellas generally occupied nearly 70.0% of total imported
straight umbrellas. Taiwan used to be the major sourcing place for Japan. From 1990s, Taiwan’s
umbrella industry is gradually replaced by mainland China. Japanese importers started to
establish cooperation with Chinese manufacturers. From that time, China has gradually become
the largest sourcing place for straight umbrellas and plastic umbrellas for Japan. Since the 21st
Century, China has already established a dominant position in Japan’s straight umbrella and
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plastic umbrella import market. Over 98.0% of the imported straight umbrellas in Japan were
from China, in terms of both the value and volume in 2013. Apart from China, there is a limited
number of countries providing straight umbrellas, especially plastic umbrellas to Japan.
Typical exporters include Taiwan and Southeast Asian countries such as Cambodia, Thailand
and Vietnam. Southeast Asian countries have lower labour costs than that of China but their
industrial chain is still under-developed. With good quality, well-developed industrial chain
and long-term cooperation with Japanese companies, China is expected to keep its dominant
position in the following years.

Apparent consumption volume forecasts

Comparing to other markets, Japanese people have a much higher acceptance of Plastic
Umbrellas. Suffered from the economic crisis since 2008, apparent consumption of Plastic
Umbrellas decreased from approximately 72 million units in 2008 to approximately 70 million
units in 2011. In 2012, Japanese economy returned to the rising channel and the consumption
of Plastic Umbrellas reached a record high level with a volume of approximately 76 million
units. However, overstock in 2012 restrained the volume in 2013 and 65 million units of Plastic
Umbrellas are consumed in 2013. As Japanese economy is expected to have a recovery in the
following years, apparent consumption for Plastic Umbrellas is also likely to have a moderate
growth, hitting approximately 69 million units in 2017 with a CAGR of 1.2% from 2013 to
2017.

ANALYSIS ON LABOUR COSTS IN THE PRC
Average Wages of Staffs and Workers in Manufacturing Industry (China), 2010-2013
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Source: National Bureau of Statistics of China, Frost & Sullivan

With healthy growth of Chinese economy, wages of Chinese people have been gradually
improved. From 2010 to 2013, average wages of staffs and workers in manufacturing industry
of urban private enterprises increased from approximately RMB20,090 per year to
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approximately RMB32,035 per year, with a CAGR of approximately 16.8%. During the same
period, average wages of staffs and workers in manufacturing industry of urban non-private
enterprises increased from approximately RMB30,916 per year to approximately RMB46,431
per year, with a CAGR of approximately 14.5%.

As labour cost is one of the key costs for manufacturing enterprises, including
manufacturers of umbrellas, rising wages are expected to bring about rising pressure on
production costs. As a result, prices of those products are likely to witness a rise in the coming
years, offsetting the rising costs.

PRICES OF THE KEY RAW MATERIALS

The following chart sets out the average price of the key raw materials of our Group
during 2010 to 2013.

Average Price of LDPE, LLDPE (China), 2010-2013
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LDPE and LLDPE

Prices of LDPE and LLDPE had experienced similar fluctuation since 2010. As ethylene
is a key petrochemical product, price change of crude oil has a direct impact on the prices of
LDPE and LLDPE. After reaching a high level in the second half of 2010, the prices had
witnessed a decline till the middle of 2012. Drop of crude oil prices and weak downstream
demand resulted in the decline of LDPE and LLDPE in 2012. In 2013, recovery of developed
economies fueled up the crude oil prices, pushing up the prices of LDPE and LLDPE.
Accordingly, yearly average prices of LDPE and LLDPE reached USD12,108 per tonne and
USD11,121 per tonne in 2013.
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Average Price of Nylon Filament and Polyester Filament (China), 2010-2013
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Nylon Filament

Being one of the major raw materials for cloth umbrellas, price of nylon filament
fluctuated from 2010 to 2014. Affected by the negative impact of global economic crisis,
demand for nylon filament experienced a dive during 2008 to 2009. After that, with the gradual
recovery of Chinese economy, domestic market returned to the rising channel. Growing
demand for nylon filament pushed up the price which reached a recorded high value of
approximately RMB33,000 per tonne in 2011. However, slowdown of domestic market and
depressed overseas demand pulled down the price of nylon filament since 2011. From 2012 to
2014, the price of nylon filament had gradually dropped from approximately RMB26,000 per
tonne to approximately RMB23,000 per tonne.

Polyester Filament

From 2008 to 2009, global economic crisis greatly depressed global consumer market.
The price hit bottom in the middle of 2009 and as a result of the recovery of global economy,
prices of polyester filament then returned to the rising trend. Since then, polyester filament
showcased similar trend with crude oil prices and hit the peak in the second half of 2011.
However, from the fourth quarter of 2011, European crisis kept deteriorating and the global
slump in demand resulted in the drop of polyester filament’s prices. In 2012, polyester filament
faced challenge of oversupply and the prices remained low for the entire year. In the first half
year of 2014, polyester filament industry was still at the adjustment period and the

overcapacity has not been well absorbed.
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Average Price of Domestic and Imported Steel Plate (China), 2010-2013
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Steel plate

Steel plate is one of the main raw materials to make key parts for umbrellas and parasols,
such as shaft, ribs and stretchers. The average price of imported steel plate has been volatile
since 2010, which reached a low of approximately RMBS5,614 per tonne in March 2010, and
had recovered smoothly until the peak of approximately RMB7,642 per tonne in October 2010.
Since the year of 2012, the imported steel plate price dropped slightly, and reached
approximately RMB6,258 per tonne in the end of 2013. On the other hand, the average price
of domestic steel plate followed the imported trend, decreased from approximately RMB5,755
per tonne in October 2010 to approximately RMB3,897 per tonne in the end of 2013. On an
annual basis, both the domestic and imported steel plate prices showed a downward trend,
which decreased from approximately RMB5,294 per tonne and approximately RMB6,423 per
tonne to approximately RMB4,130 per tonne and approximately RMB6,073 per tonne,
respectively, from 2010 to 2013.

Umbrella parts and plastic cloth

Market players in the industry sometimes purchased other raw materials like umbrella
parts and plastic cloth as supplements for their self-producing materials or as requested by
special orders. However, these raw materials are not considered as the major raw materials
given their uncertain volume and minor value in the cost structure. According to Frost &
Sullivan, there is no public, authoritative source or consolidated data for the price of umbrella

parts and plastic cloth available in the market.
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COMPETITIVE LANDSCAPE

Top PRC exporters of umbrellas and parasols

China is the largest exporter of umbrellas and parasols in the world. Major exporting
destinations include Japan, Philippines, the U.S., Hong Kong and South Korea, etc. The export
market of umbrellas and parasols in China was rather fragmented. In 2013, the top five

concentration rate was only 9.0%. Our Group was the largest exporter of umbrellas and

parasols in China in terms of export volume in 2013, which recorded a total export volume of

about 31 million units with a market share of approximately 3.4%. The largest exporting
destination for our Group’s umbrella products was Japan, which was also regarded as the
largest importing country of China’s umbrellas and parasols products.

Jicheng was the largest exporter of umbrellas and parasols
in China in terms of export volume in 2013

Top 5 Concentration Rate,

Market Share of Top 5

Top 5 Exporters of Umbrellas and Parasols by

2013 Exporters, 2013 Export Volume, 2013
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The following table sets forth the competitive landscape and the market share of the top
five umbrellas and parasols manufacturers in China in terms of export volume in 2013:

Ranking  Company Description Product mix Export ratio Market share
1 Our Group Largest Plastic Various types of ~90.0% 3.4%
Umbrellas umbrellas,
manufacturer in including POE and
China in terms of nylon umbrellas
sales volume in 2013
2 Competitor A Sizable umbrellas Various types of 80.0%~90.0% 1.9%

manufacturer and
exporter in China
which was listed in
Shenzhen Stock
Exchange. Since
2014, it was being
disposed by the listed
company and no
longer part of the
listed group

umbrellas, mainly
nylon umbrellas
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Ranking  Company Description Product mix Export ratio Market share
3 Competitor B Sizable exporter of Plastic and nylon ~80.0% 1.6%
umbrellas in Zhejiang ~ umbrellas and
Province parasols in all
kinds of thickness
and colours
4 Competitor C Sizable umbrellas Umbrellas and ~90.0% 1.2%
manufacturer in major umbrella
Fujian Province parts
5 Competitor D Second largest Plastic ~ Various types of ~60.0% 1.0%
Umbrellas umbrellas
manufacturer in including Plastic
China in terms of Umbrellas

sales volume in 2013

Source: Our Group, Frost & Sullivan

Top suppliers of Plastic Umbrellas in Japan

China was the major supplier of Plastic Umbrellas for Japan. Among the top suppliers of

Plastic Umbrellas in Japan, our Group was the largest one in terms of sales volume in 2013.

As of 2013, our Group’s total sales volume of Plastic Umbrellas to Japan reached

approximately 28 million units, more than tripling the size compared to that of the second

supplier.

Sales Volume (Million Units)

Ranking of Competitors by Sales Volume of Plastic Umbrellas (Japan), 2013
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The following table sets forth the competitive landscape and the market share of the top

five suppliers of Plastic Umbrellas in Japan in terms of sales volume in 2013:

Ranking  Company Description Product mix Export ratio Market share
1 Our Group Largest Plastic Various types of ~90.0% 43.1%
Umbrellas umbrellas,
manufacturer in China including POE
in terms of sales and nylon
volume in 2013 umbrellas
2 Competitor D Second largest Plastic Various types of ~60.0% 9.6%
Umbrellas umbrellas
manufacturer in China including Plastic
in terms of sales Umbrellas
volume in 2013
3 Competitor E Sizable manufacturer Umbrellas 90.0%~100.0% 7.7%
of Plastic Umbrellas including Plastic
Umbrellas
4 Competitor F Sizable manufacturer Umbrellas with a ~100.0% 4.7%
of Plastic Umbrellas focus on low-end
plastic umbrellas
and only few
cloth umbrella
products
5 Competitor G Umbrella manufacturer ~ Various types of ~95.0% 4.6%

which has integration
of research, design,
production and sales
segments

Source: Our Group, Frost & Sullivan

umbrellas
including regular
umbrellas, sun
umbrellas and
beach umbrellas

Top local manufacturers of umbrellas and parasols

In Japan market, over 98.0% of umbrellas were manufactured and imported from outside
of Japan. Furthermore, over 98.0% of imported umbrellas were manufactured and imported
from China. There are very few manufacturers in Japan. China was the major umbrellas
supplier for Japan.

China is the world’s largest manufacturing base of umbrellas and parasols with over 2,000
manufacturers. There are over 200 above-scale enterprises whose sales revenue are above
RMBS5 million, majorly concentrated in Fujian and Zhejiang provinces. Among the top local
manufacturers, as shown in the table below, Competitor H was the largest umbrellas and
parasols manufacturer with a total sales revenue of approximately RMB2,500 million in 2013.
Competitor I recorded a sales revenue of approximately RMB773 million in 2013 and took up
the second place, followed by Competitor J, Competitor K and Competitor L, who ranked third,
fourth and fifth, with sales revenue of approximately RMB750 million, RMB730 million and
RMB600 million respectively. For 2013, the Group also found its place among the top
manufacturers of umbrellas and parasols, recording a sales revenue of approximately RMB438
million and taking the sixth place.
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Top Local Manufacturers of Umbrellas and Parasols

by Sales Revenue, 2013
. ) . . . Compan Sales Revenue Market
Competitor H © Competitor I Competitor J  Competitor K Competitor L pany (Million RMB) Share (%)
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=
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":‘ 1,000 773 750 730
& 600 4 Competitor K 730 2.5%
8 500
3 0 5 Competitor L 600 2.0%

Competitor H  Competitor I

Source: Frost & Sullivan

Competitor J

Competitor K Competitor L

The following table sets forth the top five local umbrellas and parasols manufacturers in

China by sales revenue in 2013:

Ranking  Company Description Product mix Market Export ratio Market share
1 Competitor H ~ Competitor H has almost Various types ~ Mainly N/A 8.4%
30 years umbrella of umbrellas focused in
manufacturing history and and raincoats  domestic
it has six subsidiaries and market
around 5,000 workers instead of
exportation
2 Competitor | Competitor I was A wide range  Mainly N/A 2.6%
established in the mid of of product domestic
1980s and it has about portfolio market
1,800 workers including
umbrellas,
scarf, socks,
and hats, etc
3 Competitor J Competitor ] was Various types ~ Domestic and 60.0~70.0% 2.5%
established in the mid of of umbrellas overseas
1990s and it has developed markets
into one of the leading
companies in the Chinese
umbrella market
4 Competitor K One of the leading Various types ~ Domestic and 20.0~30.0% 2.5%
umbrella manufacturers in of umbrellas overseas
the PRC, principally markets

engaging in the design,
research and development,
manufacturing, distribution
and sales of medium to
high-end umbrellas in the
PRC and overseas
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Ranking ~ Company Description Product mix Market Export ratio Market share
5 Competitor L Established in 2001 and Various types ~ Domestic and ~20.0% 2.0%
one of the leading of umbrellas overseas
umbrella manufacturers in markets

China and it has around
800 workers

Source: Frost & Sullivan

China is one of the largest manufacturing bases of Plastic Umbrellas in the world. The
total sales revenue and sales volume of Plastic Umbrellas occupied approximately 3.4% and
8.6% of overall umbrellas and parasols market in China respectively. Compared with cloth
umbrellas and parasols, the Plastic Umbrellas market was more concentrated. As of 2013, top
five local manufacturers of Plastic Umbrellas took up 41.1% of the market share in terms of
sales volume.

As of 2013, our Group was the largest manufacturer of Plastic Umbrellas in China in
terms of sales volume, which was also regarded as one of the largest production bases in Asia.
Our Group’s total sales volume of Plastic Umbrellas reached approximately 30 million units,
representing a market share of around 20.4%. As of 2013, the total sales revenue of Plastic
Umbrellas occupied approximately 3.4% of overall umbrellas and parasols market in China,
lower than the share in terms of sales volume due to lower average price of Plastic Umbrellas.
Top five local manufacturers of Plastic Umbrellas took up 58.9% of the market share in terms
of sales revenue.

In 2013, our Group was the largest manufacturer of Plastic Umbrellas in China in terms
of sales revenue. Our Group’s total sales revenue of Plastic Umbrellas amounted to
approximately RMB387 million, representing a market share of approximately 38.4%. Our
Group’s Plastic Umbrella products were positioned in mid-end market with an ex-factory price
range from approximately RMBI10 to approximately RMB20, significantly higher than its
competitors.

Top local manufacturers of umbrellas and parasols

The overall umbrellas and parasols market was fragmented in China with thousands of
local manufacturers. Top five local manufacturers in China only occupied 13.7% market share
in terms of sales volume in 2013. Among the top five local manufacturers, the largest
manufacturer accounted for a total sales volume of approximately 98 million units,
representing approximately 5.9% market share in 2013 while the second largest local
manufacturer accounted for a total sales volume of approximately 39 million units by 2013
representing approximately 2.3% market share in 2013. The largest manufacturer’s business
focused on domestic market and a majority of its umbrella and parasol products were
distributed to the whole nation through its established sales network.

As of 2013, our Group was the third largest umbrellas and parasols manufacturer in China
in terms of sales volume, taking up approximately 2.0% market share with a total sales volume
of approximately 33 million units.
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Pricing of umbrellas

The pricing of the Group’s POE umbrellas ranged around RMB11 to RMB16 as of 2013.
Based on Frost & Sullivan’s research, the average pricing of POE umbrellas in China ranged
from RMB6 to RMB12. The Group’s POE umbrellas were generally priced above the average
price of similar products in the market and regarded as mid-end products given the higher price
and quality. On the other hand, the Group’s nylon umbrellas were priced from RMBI11 to
RMB19 in 2013. Whereas, according to Frost & Sullivan, the average price of similar products
in the market was estimated to range around RMB10 to RMB25, indicating that the pricing of
the Group’s nylon umbrellas was at the similar level with the market average, consistent with
its position of mass market. For details of the pricing of our Group’s products, please refer to

the paragraph headed “Our Products” under the section headed “Business” of this prospectus.

Market drivers and restraints of the umbrella market in Japan

The major market drivers include the following: (1) Increasing number of convenient
stores and drug stores make Plastic Umbrellas increasingly available; (2) Growing client base
is expected to increase the demand for Plastic Umbrellas; (3) Rising acceptance of Plastic
Umbrellas, especially for the younger generations who prefer not to carry fold-type umbrellas;

and (4) Recovery of the Japanese economy fuels up the consumer goods market.

Umbrellas are regarded as a kind of daily necessities, whose consumption demand is
relatively steady in the Japanese market. Even though umbrellas’ apparent consumption in
Japan experienced fluctuation in the Track Record Period as a result of the fluctuation of macro
economy, the basic demand and consumption was still considered to maintain relatively stable.
In the forecast period from 2015 to 2017, apparent consumption is likely to have a stable
growth rather than keep still given the above market drivers, which are not expected to bring
a significant growth for the Japanese umbrella market in the forecast period. Such market
drivers are actually expected to make a positive impact on the further growth of overall

umbrellas market in Japan.

The major market restraints include the following: (1) rising labour and raw materials
costs squeeze the profits of manufacturers; (2) reduction of rainfall is likely to bring negative
impact to the growth of Plastic Umbrellas; and (3) aging population and low birth rates are
likely to slow down the increase of consumer base.

Entry barriers for export market

High quality products — Clients in overseas markets, in particularly developed countries
like Japan, usually pay great attention to the products quality. Apart from getting 1ISO9001
quality management system certification, products also need to meet relevant quality standards
like JISS 4020 (Japan industry standard). Requirement on high quality sets forth a barrier for
the new entrants of export market.

—91 —



INDUSTRY OVERVIEW

Strict environmental compliance — Developed countries usually have established strict
environmental compliance systems. They set forth stringent requirements on the chemicals and
additive in umbrella products. Products with injurious ingredient like azo or cadmium usually
are not allowed to be traded in these countries. As a result, in order to become a qualified
suppliers, manufacturers need to keep a good record of environmental compliance and obtain
ISO14000 system certification.

Strong capability of cost control — Comparing to manufactures in domestic market,
export-oriented companies usually need to spend more money for the establishment of quality
control and environment compliance systems. Setting up measures to avoid negative impact of
foreign exchange fluctuation is also needed. Accordingly, export business requires strong
capability of cost control.

Good relationships with large customers — Large trading companies play key roles in the
Japanese market. Major retailers like 7-11 and Family Mart, have established stable
cooperation with these trading companies. As a result, for Chinese manufacturers, these trading
companies are the key channels for entering Japanese market.

Key industry challenges for Chinese umbrellas and parasols market

Export tax rebate challenge — In order to stimulate the export, the PRC Government
gradually increased the export tax rebate in the past few years. Current rate is 15.0%. Tax
rebate is a crucial part of exporters’ profit. Any reduction of tax rebate in the future is likely
to bring negative impact to companies’ profit margin. If the PRC Government further increases
the tax rebate rate, exporters are expected to enjoy a rise in profitability.

According to the tax circular, Cai Shui [2008] No. 144 ( [ BFBGER ~ B ZFLHs 4= B A £
T 55 ) s B TR i A T (BB TR B SR AE SN |, Notice of the Ministry of Finance and
the State Administration of Taxation on Raising the Export Tax Rebate Rates for Labour-
Intensive and Other Commodities), the Ministry of Finance and State Administration of
Taxation jointly increased the export tax rebate rate of umbrella from 11.0% to 13.0% with
effect from 1 December 2008. According to the tax circular, Cai Shui [2009] No. 88 ( [ B
TR~ B0 A0S A S B v — A B R A0 T i S T AR A R g , Notice of the Ministry of
Finance and the State Administration of Taxation on Raising the Export Tax Rebate Rates for
Certain Commodities), the export tax rebate rate of umbrella has been increased to 15.0% from
13.0% with effect from 1 June 2009. There has been no change on the export tax rebate rate
of umbrella in the past five years. The amount of tax rebate received was approximately
RMB27 million, RMB43 million, RMB56 million and RMB62 million for the three years ended
31 December 2013 and the ten months ended 31 October 2014, representing 8.4%, 11.5%,
11.5% and 11.8% of our total revenue, and 65.9%, 97.7%, 93.3% and 96.9% of our net profit
respectively. The Directors take the view that such tax rebate received during the Track Record
Period is a material part of the Company’s profit and such export tax rebate arises in the
ordinary course of business of our Group.

The Company, together with the PRC Legal Advisers of the Company and the Tax
Consultant are of the view that the export tax rebate rate of umbrella has been implemented on
a stable basis. As supported by the encouragement on timely and complete export tax rebate
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contained in the notice “Several Opinions of the State Council on support steady growth in
foreign trade (Guo Ban Fa [2014] No. 19)” ( {EIF5BEHF A BER A L HANETRE M RIVA T B
B (BUHFE%[2014]119%%)), the Company and the PRC Legal Advisers of the Company take the
view that it is the state’s policy to continue supporting export business in the PRC at present.

Should such export tax rebate rate be decreased, our net profit will be negatively impacted
due to increase in cost of sales. In order to alleviate such negative impact on our net profit, we
plan to:

(a) expand our domestic sales market and reduce our proportion of sales on export
sales market

We will further enhance our product development, in particular our design of
umbrella in order to suit the taste of the PRC market. We will actively participate in trade
fairs and conduct promotion in large-scale shopping malls in the PRC to promote our
brand awareness. By increasing our sales revenue portion in the PRC market, we will
reduce our proportion of sales on export sales market.

(b) implement more cost control measures

Our cost control measures include (i) closely monitoring the effectiveness of our
workers to avoid overtime pay; (ii) requiring our workers to undergo regular training
programmes to upgrade their skills to improve quality control and efficiency; (iii) senior
management having regular meeting with the senior personnel of each production lines in
order to understand the manpower is allocated efficiently; (iv) monitoring price of our
major raw materials on a regular basis; (v) conducting quarterly analysis to anticipate
potential changes in the price of our major raw materials and to ensure that our purchase
prices are in line with the prevailing market prices; and (vi) enhancing our production
process to minimise waste of raw materials and the potential impact from any price
fluctuation of our raw materials.

(¢) transfer such increase in cost to our overseas customers by adjusting our selling
price

Before we transfer such increase in cost to our overseas customers, we will conduct
market intelligence to understand the level of acceptance in the market if we make upward
adjustment of our umbrella products, and our adjustment of selling price will be made
accordingly in order to minimize the negative impact on our sales.

With the measures above, we take the view that our overseas sales will reduce
whereas our domestic sales will increase accordingly. Given the profit margin of our
domestic sales is higher than that of export sales, our Directors also consider that the
overall gross profit margin of our Group will rise provided that the sales volume of our
domestic sales will increase accordingly.

We currently are subject to Chinese input VAT at 17.0% and incur a VAT cost
approximately equivalent to 2.0% of the raw materials or component associated to the exported
goods as the export tax rebate rate is 15.0%. Export tax rebate contributed significantly to our
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Group’s net profit during the Track Record Period. The VAT costs incurred for the Track
Record Period were approximately RMB4.9 million, RMB7.4 million, RMBS8.3 million and
RMB7.4 million respectively. The tax rebate comprised a refund of VAT incurred on raw
materials used to manufacture umbrellas in China which subsequently exported.

Business adjustment challenge — Many companies are seeking for new growth
opportunities and trying to adjust their business. Export-oriented companies start to develop
domestic market while domestic players are looking for chances in overseas market. Lack of
relevant experiences and resources brings some uncertainties to these business adjustment.

Foreign exchange challenge — China is the largest exporter of umbrella in the world. A
great number of China’s umbrella manufacturers rely on overseas markets. As a result,
fluctuation of foreign exchange exerts a direct impact on the export-oriented companies. RMB
has experienced a long period of appreciation, which brings negative impact to exporters,
especially the small scale players. Nonetheless, large players usually have strong bargaining
power and are less sensitive to the change of foreign exchange.

Rising materials and labour costs — Umbrella manufacturing is a labour-intensive
industry. Raw materials and labour force are the major costs of umbrella. In recent years, these
costs, in particularly the labour costs, have witnessed a steady growth. Rising labour costs have
become one of the major challenges to the manufacturers.

Seasonal challenge — Consumption of umbrella varies with seasonal climate variation. In
general, summer is the major consumption season of umbrella. Majority of the orders need to
be delivered before this period. Accordingly, companies’ sales revenue usually experiences
seasonal fluctuation during the year. It brings pressure on manufactures’ cash flow to some
extent.

Market size forecasts for Chinese umbrellas and parasols market

The following charts set out the sales volume and revenue forecasts of umbrellas by types
in the umbrellas and parasols market of China:

Umbrellas and Parasols Market: Sales Volume Forecasts by Type (China), 2008-2017E
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Source: Frost & Sullivan
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Umbrellas and Parasols Market: Revenue Forecasts by Type (China), 2008-2017E
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Source: Frost & Sullivan

According to Frost & Sullivan, the total umbrellas and parasols market in China is likely
to maintain an upward momentum from 2014 to 2017 due to the consistent demand as well as
product innovation and self-owned brands development. The total sales volume is expected to
reach 1,816 million units in 2017, with a CAGR of 2.1% from 2013 to 2017. The total revenue
is expected to reach RMB41.6 billion in 2017, with a CAGR of 8.8% from 2013 to 2017 due

to the consistent demand as well as rising price.

The following charts set out the sales volume and revenue forecasts of the Plastic

Umbrellas in China:

Plastic Umbrellas Market: Sales Volume Forecasts (China), 2008-2017E

(Million Units) Domestic Sales Export Total
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Source: Frost & Sullivan
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Plastic Umbrellas Market: Revenue Forecasts (China),
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Source: Frost & Sullivan

According to Frost & Sullivan, the total Plastic Umbrellas Market is likely to maintain an
upward momentum from 2014 to 2017 as a result of the increase in people’s awareness of
environmental protection and the acceptance of Plastic Umbrellas. The total sales volume is
expected to reach 153 million units in 2017, with a CAGR of 1.5% from 2013 to 2017, of which
the domestic market is likely to grow even faster for the rising demand in young and women
customers, with a CAGR of 2.1%. The total revenue is expected to reach RMB1.26 billion in
2017, with a CAGR of 5.9% from 2013 to 2017, of which the export market is likely to grow
even faster driven by the higher selling price from overseas markets, with a CAGR of 6.0%.

Future outlook of the Chinese umbrellas and parasols market

Industry consolidation — As the industry develops, the industry consolidation of the
Chinese umbrellas and parasols market is likely to increase. Leading players are predicted to
benefit more from the overall industry growth; and thus taking up bigger market share in the
coming future as small players are eliminated.

Product diversification — The function, style and colour of umbrellas and parasols are
going diversified. Many specific functions, styles and colours are developed to make umbrellas
and parasols applicable to various occasions and activities. Moreover, China umbrella
manufacturers keeps improving the automation level of umbrellas.

Environmental protection — In order to meet increasingly stringent environmental
requirements, domestic manufacturers use POE and EVA instead of PVC as their fabric
materials for Plastic Umbrellas, which are plastic recyclable materials that are used in Plastic
Umbrellas.

General products to fast-moving consumer goods (“FMCG”) Products — In developed
markets, umbrellas are deemed as FMCG products instead of durable general products. The
umbrella models are updated quickly to follow the latest fashion trends and this trend is
emerging in China as well with the increase of Chinese people’s disposable income.
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Market projections of the Japanese umbrellas and parasols market

The following charts set out the apparent consumption forecasts of umbrellas and Plastic

Umbrellas in Japan:

Umbrella and Parasols Market: Apparent Consumption Forecasts (Japan), 2008-2017E
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As the Japanese economy is expected to have a slow recovery in the coming years, the
total consumption of umbrellas is expected to reach 120.6 million units in 2017. The Japanese
have a much higher acceptance of plastic umbrellas, which are available in highly developed
retailing industry in Japan, represented by convenient stores, drug stores and 100-Yen stores.
Hence, share of Plastic Umbrellas is expected to have a rise in the coming years, from 56.5%
in 2013 to 56.9% in 2017. The sales volume is expected to hit 68.6 million units in 2017 with
a CAGR of 1.2% from 2013 to 2017.
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Future outlook of the Japanese umbrellas and parasols market

Rising Consumption volume of plastic umbrella — Middle-aged Japanese are usually
used to carrying umbrellas at all times regardless of the weather forecast. However, for younger
generation, they do not carry the umbrellas except the days with high possibility of rain fall.
They do not have a habit to carry the fold-type umbrellas and simply buy the low priced plastic
umbrellas if the rain starts. In addition, Japanese pay great attention to keep well dressed.
Transparent appearance of plastic umbrellas make them easier to match the garments.
Increasing acceptance of plastic umbrellas is expected to fuel up the demand for plastic

umbrellas.

Further replacement of environmentally harmful products — PVC umbrellas used to be
quite prevalent in Japan in the 20th century. However, PVC has been proven to be an
environmental-harmful material with azo and other heavy metal contents. They are then
gradually replaced by environmental-friendly products which are made from EVA and POE
materials. Currently, there is just a small number of PVC umbrellas in Japanese market.
Japanese people highly focus on environmental issues and the demand for PVC umbrellas is

expected to be further reduced in the future.

Dominant position of China as the supply source — After taking over Taiwan to become
the major supply source of plastic umbrellas to Japan, China has established a dominant
position covering over 95% of the plastic umbrellas market in Japan. As the world’s largest
manufacturing base, China now has well-developed infrastructure, a vast number of skilled
workers, integrated industrial chain and stable relationships with overseas buyers. Although
rising labour cost is impairing China’s competitiveness, all the other advantages are expected

to enable China to keep its dominant position as the largest exporter for quite a long time.

Rising power of convenient stores and drugs stores at the sales channels — With over
50,000 outlets across Japan, convenient stores have become one of the most prevalent shopping
channels in Japan. Convenient stores’ outlet number is expanding quickly in recent years. As
a result, convenient stores are likely to hold a leading position in the sales of plastic umbrellas.
In addition, drugs stores are another quickly emerging channel. In Japan, drugs stores are the
key shopping places for cosmetics. Nowadays, these stores do not only offer cosmetics and
drugs, but provide multiple living goods including umbrellas. With rising number of outlets

and good locations, drug stores are likely to be another key sales channel of plastic umbrellas.
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INTRODUCTION

The following sets forth a summary of the most significant laws and regulations that
affect our business in the PRC. Information contained in the following should not be construed

as a comprehensive summary of laws and regulations applicable to us.

LAWS AND REGULATIONS ON ESTABLISHMENT

The major laws and regulations in PRC concerning establishment of foreign investment
corporate entities include: PRC Company Law, Wholly Foreign-owned Enterprise Law,

Sino-Foreign Equity Joint Venture Enterprise Law and Guidance Catalog.

The PRC Company Law was promulgated by the Standing Committee on 25 December
1993 and came into effect on 1 July 1994. It was subsequently revised on 25 December 1999,
28 August 2004, 27 October 2005 and 28 December 2013. The PRC Company Law generally
governs limited liability companies and joint stock limited companies. According to this law,
liability of a company to its debtors is limited to the value of assets owned by the company,
and liability of shareholders is limited to the amount of registered capital they have
contributed. The PRC Company Law shall also apply to foreign-invested companies. Where
laws and regulations on foreign investment have other stipulations, such stipulations shall

apply.

The Wholly Foreign-owned Enterprise Law was promulgated by the Standing Committee
on 12 April 1986 and revised on 31 October 2000. Implementation Regulations under the
Wholly Foreign-owned Enterprise Law was promulgated on 12 December 1990 and amended
on 12 April 2001. The Sino-Foreign Equity Joint Venture Enterprise Law was promulgated by
the National People’s Congress on 4 April 1990 and revised on 15 March 2001. The aforesaid
laws contain specific provisions about incorporation, organization structure, management,
annual inspection, foreign exchange administration, labour issues and all other relevant issues

of wholly foreign-owned enterprises and Sino-Foreign Equity Joint Venture Enterprises.

The Guidance Catalog was jointly issued by the Ministry of Commerce and the National
Development and Reform Commission in 1995, and revised in 1997, 2002, 2004, 2007 and
2011. The current effective Guidance Catalog was issued on 24 December 2011 and came into
effect on 30 January 2012. Pursuant to Provisions Guiding Foreign Investment Direction
promulgated by the State Council on 11 February 2002, the Guidance Catalogue is the basis of
the application of invested enterprise. The Guidance Catalog contains specific provisions
guiding market access to foreign capital, stipulating in detail the areas of entry pertaining to
the categories of encouraged foreign-invested industries, restricted foreign-invested industries
and prohibited foreign investment. Any industry not listed in the Guidance Catalog is a
permitted industry. The business engaged by our group does not fall into the “restricted” or

“prohibited” categories.
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LAWS AND REGULATIONS ON OPERATION
Foreign Exchange Control

Regulations on Foreign Exchange Control of the PRC (H#& A 35 4 FE 4 #5151
was promulgated by the State Council on 29 January 1996 and came into effect on 1 April
1996. It was subsequently revised on 14 January 1997 and 1 August 2008. According to this
regulation, foreign currency payments under basic account items by domestic institutions,
including payments for imports and exports of goods and services and payments of income and
current transfers into and outside the PRC must be either paid with their own foreign currency
with valid documentation or with the foreign currency purchased from any financial institution
engaged in foreign currency sale and settlement, in accordance with the administrative
provisions on payment and purchase of foreign currency promulgated by the SAFE. Foreign
currency income accounted for under basic account items may be retained or sold to financial
institutions engaged in foreign currency sale and settlement in accordance with the relevant
PRC laws and regulations. Foreign currency payments under capital account items include
cross-border transfers of capital, direct investments, securities investments, derivative products
and loans, and must, in accordance with the SAFE regulations relating to foreign payments and
purchases, be made out of a domestic institution’s own foreign currency with valid
documentation or be made with foreign currency purchased from any financial institution
engaged in foreign currency sale and settlement. For foreign-invested enterprises wound up in
accordance with the law, funds denominated in RMB that belong to a foreign investor after
liquidation and after payment of tax may be used to purchase foreign currency from any
financial institution engaged in foreign exchange sale and settlement in order to remit the
foreign currency outside of the PRC.

Environmental Protection

The major laws and regulations in PRC concerning environmental protection include:
Environmental Protection Law of the PRC (H#E A RILHAIEIRIGR7#1L), Evaluation of
Environmental Effects Law of the PRC (*#E A R ALAN B BRIG R 245148 15), Prevention and
Control of Water Pollution Law of the PRC (93 A R ILANE K5 4LBfi67%), Prevention and
Control of Atmospheric Pollution Law of the PRC ({3 RILHNE K FEI5 R BHIRE),
Prevention and Control of Environmental Noise Pollution Law of the PRC ("3 A R AL A1 3R
B WA V5 Y B ¥R 1), Prevention and Control of Solid Waste Pollution Law of the PRC (FF1#E A
B L [0 [ B B 5 Y BRBE 5 VRTE),  and Regulations on Environmental Protection
Management for Construction Projects (Ea%IH HIREEIREE HE]), and Promotion of
Cleaner Production Law of the PRC (H#E A R LA B i 18 A4 R i1k,

According to the aforesaid laws and regulations, the PRC has established an
environmental impact assessment system for project construction, and the construction,
expansion and operation of products manufacturing facilities are subject to the advance
approval and acceptance of the completed environmental protection facility from the
competent PRC environmental authorities. For failure to obtain the advance approval and
acceptance of the completed environmental protection facility, the enterprise may be ordered
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to cease the construction or operation of facilities, or make repairs within the time limit or be
fined by the competent PRC environmental authorities. The aforesaid laws and regulations also
impose fees for discharge of waste substances, and impose fines and indemnity for the
improper discharge of waste substances and serious environmental pollution. The PRC
environmental authority may shut down any facility that fails to comply with the environmental
protection laws and regulations at its discretion.

Export of Products

The major laws and regulations in PRC concerning the import and export of goods
include: the Foreign Trade Law, the Import and Export Regulations, the Provisions of the
Customs on the Administration of Registration of Customs Declaration Entities and Measures
for the Administration of Export Licence of Goods (&4 I #F o] #6545 FLH¥I%) (“Measures for
the Administration of Export Licence of Goods”).

Foreign Trade Law was promulgated by the Standing Committee on 12 May 1994 and
revised on 6 April 2004. According to this law, foreign trade operator who is engaged in the
import and export of goods or technologies shall process the filing and registration with the
Department of Foreign Trade under the State Council or its authorised institute, unless
otherwise provided by the laws and regulations. The specific method for filing and registration
shall be formulated by the Department of Foreign Trade under the State Council. For the
foreign trade operators who fail to register in accordance with the provisions of the regulations,

the Customs will not process the import and export goods declaration and clearance procedure.

The Import and Export Regulations was promulgated by the State Council on 10
December 2001 and came into effect on 1 January 2002. According to this law, the State can
prohibit and restrict the import and export of goods under the circumstances provided by the
laws. No goods can be imported and exported when the State prohibits the import and export.
The goods under national restriction on import quantity shall be subject to the quota
administration. The goods under other import restriction shall be subject to the permit

administration. No restriction is imposed on the goods of free import.

Provisions of the Customs on the Administration of Registration of Customs Declaration
Entities of the PRC was promulgated by the General Administration of Customs on 13 March
2014. According to this regulation, an organisation or individual in the PRC who directly
imports or exports goods shall register with the appropriate local customs. After such
registration, that PRC organisation or individual may carry out the customs clearance at any
port or place in the PRC at which there is a customs office.

Measures for the Administration of Export Licence of Goods was promulgated by the
Ministry of Commerce on 7 May 2008. According to this regulation, the State enforces export
License Administration on goods subject to export restrictions. The Ministry of Commerce and
the General Administration of Customs Licence shall formulate, adjust and issue the annual
Catalogue of Goods Subject to Export License Administration (H HFFrI & EY) H 8%).
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Safe Production

Work Safety Law was promulgated by the Standing Committee on 31 August 2014, came
into effect on 1 November 2002 and was revised on 27 August 2009 and 31 August 2014.
According to this law, the production and business operation entities must be equipped for safe
production as provided in laws, administrative regulations, national standards and industry
standards. Enterprises must provide production safety training for their employees, ensure that
the design, manufacture, installation, use, inspection and maintenance of its safety equipment
comply with the relevant PRC national or industrial standards, and provide to their employees
labour protection equipment in compliance with the PRC national or industrial standards.
Violations of the Work Safety Law may result in the imposition of fines and penalties, the

suspension of operation, an order to cease operation, and/or criminal liability in severe cases.

Market Competition

Competitions among the business operators in the PRC are generally governed by the
Anti-Unfair Competition Law of the PRC, which was promulgated on 2 September 1993 and
came into effect on 1 December 1993. According to the Anti-Unfair Competition Law,
corporations, other economic organizations and individuals who are engaging in the trading of
goods or profit-making services shall abide by the principles of voluntariness, equality,
fairness, honesty and credibility, and observe generally recognised business ethics. Operators
shall not conduct acts that damage the lawful rights and interests of other operators or that
disturb the socio-economic order. Such acts include, but do not limit to counterfeit, libel,
malicious exclusion, commercial bribery and secret infringement.

Product Quality

Our product quality is subject to the Product Quality Law. According to this law, we shall
be liable for the quality of our products and if a defective product we produce causes physical
injury to a person or damage to property other than the defective product itself, we shall be
liable for compensation. In addition, when we provide our products to the consumers, who
purchase and use our products as daily necessities, according to the Consumers Protection Law,
we shall guarantee the quality, functions, usage and term of validity which the products should
possess under normal use or acceptance. In the absence of applicable State provisions and
agreements between the parties, the consumers may return the products within seven days upon
receipt thereof; after the seven-day period, if the statutory conditions for termination of
contracts are satisfied, the consumers may promptly return the products; otherwise, we may be
required to replace or repair the products or perform other obligations.

Consumer Protection

The principal legal provisions for the protection of consumer interests are set out in the
Consumers Protection Law, which was promulgated on 31 October 1993 and came into effect
on 1 January 1994. It was subsequently revised on 27 August 2009 and 25 October 2013.
According to the Consumers Protection Law, the rights and interests of the consumers who buy
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or use commodities for the purposes of daily consumption or those who receive services are
protected and all producers, service providers and distributors involved must ensure that the
products and services will not cause damage to persons and properties. Violations of the
Consumer Protection Law may result in the imposition of fines. In addition, the operator will
be ordered to suspend operations and its business license will be revoked. Criminal liability
may be incurred in serious cases.

Labour and Social Insurance

Labour Law of the PRC (13 ARILFE 55 E ) was promulgated by the Standing
Committee on 5 July 1994, came into effect on 1 January 1995 and was revised on 27 August
2009. According to this law, workers are entitled to fair employment, choice of occupation,
labour remuneration, leave, a safe workplace, a sanitation system, social insurance and welfare
and certain other rights. Employers may not require their employees to work in excess of the
prescribed time limits and must timely pay wages that meet certain minimum wage standards.
Employers shall establish and improve their work safety and sanitation system, educate
employees on safety and sanitation and provide employees with a working environment that
meets the national work safety and sanitation standards.

Labour Contract Law was promulgated on 29 June 2007 and came into effect on 1 January
2008. It was revised on 28 December 2012 and came into effect on 1 July 2013. According to
this law, labour contracts must be executed in writing to establish labour relationships between
employers and employees. In the event of a violation of any legal provisions of the Labour
Contract Law, administrative penalties may be imposed on employers by the competent PRC
government authority in charge of labour administration, including warnings, rectification
orders, fines, orders for payment of wages and compensation to employees, revocation of
business licenses and other penalties.

Social Insurance Law was promulgated by the Standing Committee on 28 October 2010
and came into effect on 1 July 2011. According to this law and other relevant social insurance
regulations, employers in the PRC must register with the relevant social insurance authority
and make contributions to the basic pension insurance, basic medical insurance, maternity
insurance, work-related injury insurance and unemployment insurance. Pursuant to Social
Insurance Law, basic pension insurance, basic medical insurance and unemployment insurance
contributions must be paid by both employers and employees, while work-related injury
insurance and maternity insurance contributions must be paid solely by employers. An
employer must declare and make social insurance contributions in full and on time. The social
insurance contributions payable by employees must be withheld and paid by employers on
behalf of the employees. Employers who fail to register with the social insurance authority may
be ordered to rectify the failure within a specific time period, a fine of one to three times the
actual premium may be imposed. If the employer fails to make social insurance contributions
on time and in full, the social insurance collecting agency shall order the employer to make up
the shortfall within the prescribed time period and impose a late payment fee amounting to
0.05% of the unpaid amount for each day overdue. If the non-compliance continues, the
employer may be subject to a fine ranging from one to three times the unpaid amount owed to
the relevant administrative agency.
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Regulations on Management of Housing Provident Funds (fi5 /A4 MGG was
revised by the State Council and came into effect on 24 March 2002. According to this
regulation, employers are required to register with the local housing fund management center
and set up a special housing fund account with an entrusted bank. Employers are also required
to contribute no less than 5% of each employee’s average monthly salary in previous year to
the housing fund on behalf of their employees fully and timely. The subsequent late registration
or no registration may be subject to the fine above RMB10,000 and below RMB50,000.

LAWS AND REGULATIONS ON PROPERTIES
Real Estate Law

Property Law was promulgated on 16 March 2007 and came into effect on 1 October
2007. Property right mentioned in the Property Law means the exclusive right enjoyed by the
obligee to directly dominate a given thing according to law, which consists of the right of
ownership, the usufruct and the security interest on property. According to this law, the
creation, alteration, transfer or extinction of the property right of the immovables shall become
valid upon registration in accordance with the provisions of law. The building ownership
certificate (J5 )& T #ERE) is the proof that the obligee is entitled to the property right of the
said buildings.

Land Administration Law of the PRC ("#EANRILHIE - HEE) (“Land
Administration Law”) was promulgated by the Standing Committee on 25 June 1986 and
revised on 28 August 2004. According to this law, no units or individuals may misappropriate,
buy and sell land, or illegally transfer land by other means, however, the right to the use of land
may be transferred in accordance with law. State-owned land to be lawfully used by units or
individuals shall be registered with and recorded by the people’s government at or above the
county level, which shall issue State-Owned Land Use Rights Certificates (134 1 Hufif fl )
upon verification. Units or individuals that illegally occupy and use land without approval shall
be ordered by the land administration departments of the people’s governments at or above the
county level to return such land, demolish the structures and installations built on such land
within a time limit, or the structures and installations built on such land shall be confiscated,
and the units or individuals may also be fined. The persons directly in charge of the said units
and other persons directly responsible for the violations shall be given administrative sanctions
in accordance with law; if the violations constitute crimes, criminal responsibility shall be
investigated in accordance with law. The amount of the fine shall be not more than RMB30 per

sq.m. of the land illegally used according to the Regulations for the Implementation of the

Land Administration Law (H 3 A F R0 4 M4 FRVE Bt e 491

Urban and Rural Planning Law of the PRC (A N R SLFN R AT #)75)  was
promulgated by the Standing Committee on 28 October 2007 and came into effect on 1 January
2008. According to this law, a construction project for which the right to use the state-owned
land is extended through transfer, after the contract on transfer of the said right is concluded,
the developing unit shall apply to the department in charge of urban and rural planning under
the people’s government of county concerned for permit for construction land planning (E3%
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)ﬁi&%ﬁ%ﬁ?ﬂ%‘). For the construction of buildings, structures, roads, pipelines and other
projects in an area covered by the plan of a city or town, the developing unit or individual shall
apply for a planning permit for construction project (&% LHEHIHFF ] 7) to the department
in charge of urban and rural planning under the people’s government of the city or county
concerned or to the township people’s government designated by the people’s government of
the province, autonomous region, or municipality directly under the Central Government.
Violations of this law may result in the imposition of fines and the unit will be ordered to
discontinue the construction and demolish the building. The amount of the fine shall be not
more than 10.0% the cost of the construction project. In addition, temporary construction
carried out in the area covered by the plan of a city or town shall be subject to obtaining
relevant permits by the department in charge of urban and rural planning under the people’s
government of the city or county concerned. Without such permits, the developing unit or an
individual shall be ordered to demolish the temporary construction project within a prescribed
time limit, and may be fined not more than 100.0% of the total construction costs of the
temporary construction. The decisions to levy administrative penalty about the defects of
constructions is vested in the departments in charge of land, urban and rural planning and
construction under the PRC government at the county level, subjected to the supervision by
their counterparts at provincial level if any objections re such decisions were raised.

Construction Law of the PRC ({1 % A\ [ LA ##587%) was promulgated by the Standing
Committee on 1 November 1997 and revised on 22 April 2011. According to this law, before
a construction project is started, the project owner shall, in accordance with relevant
regulations, apply for construction permit (ifi LFFF[#) to the competent administrative
department for construction of the people’s government at or above the county level in the
place where the project is located. The project owner shall have construction commenced
within three months from the day it receives the construction permit. Violations of this law may
result in the imposition of fines. According to the Administrative Measures for the
Construction Licensing of Construction Projects (% Tf2iE T r] & HH#HEL), which was
promulgated and came into effect on 4 July 2001, party who fail to obtain the construction
permit (Jifi 7] #) shall be ordered to stop the construction and rectify the same within the
prescribed time limit. The perpetrator, the project owner, shall be fined not less than 1.0% but
not more than 2.0% of the project contract price.

Regulations on the Administration of Construction Project Quality (Z&¢ TF2E &4 Mk
%) was promulgated by the State Council and came into effective on 30 January 2010.
According to this regulation, the building unit shall organise the units concerned such as for
designing, construction and engineering supervision in order to obtain project final acceptance.
Delivering the project for use without project final acceptance, the building unit shall be
ordered to make corrections and shall be imposed a fine of not less than 2.0% but not more than
4.0% of the price stipulated in the contract for the project.

Intellectual Property Rights

Patent Law of the PRC (H3#E NRILHIBIEF]L) was promulgated by the Standing
Committee on 12 March 1984 and came into effective on 1 April 1985. It was latest revised on
27 December 2008 and came into effective on 1 October 2009. According to this law, a

- 105 -



REGULATORY OVERVIEW

company can apply for an invention, utility or design patent based on the nature of the
technical achievement. A patent is valid for a term of 20 years in the case of an invention and
a term of 10 years in the case of a utility model and design, starting from the application date.
A third-party user must obtain consent or a proper license from the patent owner to use the
patent expect for certain specific circumstances provided by law. Otherwise, the use will
constitute an infringement of the patent rights. In the event of any acts which infringe upon the
right to the exclusive use of a patent, the infringer would be ordered to stop the infringement
acts immediately and give the infringed party compensation.

Trademark Law was promulgated by the Standing Committee on 23 August 1982. It was
latest revised on 30 August 2013 and came into effect on 1 May 2014. According to this law,
the Trademark Office of the State Administration for Industry and Commence of the PRC ([
R LA ATEE M RPE)R) (“Trademark Office”) shall be in charge of the trademark
registration and administration throughout the country. Trademarks that are registered upon
verification and approval of the Trademark Office are registered trademarks, including
commodity trademarks, service marks, collective marks, and certification marks. A trademark
registrant shall be entitled to the exclusive right to use the registered trademark and such right
shall be protected by law. In the event of any of the acts which infringe upon the right to the
exclusive use of a registered trademark, the infringer would be imposed a fine, ordered to stop
the infringement acts immediately, and give the infringed party compensation. Also, under the
Trademark Law, a trademark registrant may, by concluding a trademark licensing contract,
authorise another person to use its registered trademark. The licensor shall supervise the
quality of the commodities on which the licensee uses the registered trademark, and the
licensee shall guarantee the quality of the commodities on which the registered trademark is
to be used.

LAWS AND REGULATIONS ON TAXATION
Income Tax

EIT Law was promulgated on 16 March 2007 and came into effect on 1 January 2008.
According to this law, enterprises are classified into resident enterprises and non-resident
enterprises. Resident enterprises refer to enterprises which are established in the PRC
according to law, or which are established according to the law of a foreign country (region)
but whose actual management body is in the PRC. Non-resident enterprises refer to enterprises
which are established according to the law of a foreign country (region) and whose actual
management body is not in the PRC, but which have established agencies or offices or which
haven’t established agencies or offices in the PRC but have income earned in the PRC. The rate
of enterprise income tax is 25.0% generally.

Value-Added Tax

Interim Regulations on Value-added Tax of the PRC (3 A & M 5] 386 (B A B 1 16 151
was revised by the Stated Council on 5 November 2008 and came into effect on 1 January 2009.
According to this regulation, all entities and individuals in the PRC engaged in the sale of
goods, the supply of processing services, repairs and replacement services, and the importation
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of goods are required to pay VAT. VAT payable is calculated as “output VAT” minus “input
VAT”. The rate of VAT is usually 17.0% and the rate applicable to small-scale taxpayers is
3.0%. Taxpayers other than small-scale taxpayers shall apply to the competent taxation
authorities for the verification of status.

Withholding Tax on Dividend Distribution

According to the EIT and its Implementation Rules, generally a withholding tax rate of
10.0% will be imposed on dividends paid to non-PRC resident investors. The enterprise income
tax rate on the dividends may be reduced pursuant to a tax treaty between the Mainland and
the jurisdictions in which non-PRC investors reside. According to Specification of
Arrangements the Mainland of China Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with Respect to Taxes on Income Order ( [AHbHIFr 5 55 Il 47 R i B i 36 T 15 4
o B T BB G AT BL A 22 PE), which was promulgated by the State Administration of
Taxation (“BIFZBiH A 5) on 21 August 2006, the withholding tax rate for dividends paid by
a PRC resident enterprise to a Hong Kong resident enterprise is 5.0%, if the Hong Kong
enterprise is the “beneficial owner” and holds at least 25.0% of equity interests of the PRC
enterprise directly. According to Notice of the State Administration of taxation on Issues
Concerning the Implementation of the Dividend Clauses of Tax Agreement (15 ZBiHs 4 =B
AT B 2 B S 0 3K R PR3 ), which was promulgated on 20 February 2009, the
proportion of equities owned by the tax resident of the other side shall, at any time within the
successive 12 months before obtaining dividends, comply with the specific proportion.

Export Tax

Notice of the Ministry of Finance and the State Administration of Taxation on Raising the
Export Tax Rebate Rates for Certain Commodities (FAEUHS ~ B G B0 48 Jm Bl i 4 — 25 $2 =
5378 i R BRI AT was promulgated on 3 June 2009 and came into effect on 1 June
2009. According to it, the export tax rebate rate for umbrella is 15.0%.

REGULATIONS ON OVERSEAS INVESTMENT OF MAINLAND RESIDENTS

Notice of the State Administration of Foreign Exchange on the Administration of Foreign
Exchange Involved in Overseas Investment and Financing and Return on Investment
Conducted by PRC Residents via Special-Purpose Companies ( €[l 4 1R B A5 A &
RO R IR B 192 w5 M Al E SORFEICE SN B B RV RD) ) (“SAFE  Circular
No. 37”), which was promulgated and effective on 4 July 2014, replaces Notice of the State
Administration of Foreign Exchange on the Administration of Foreign Exchange Involved in
Financing and Return on Investment Conducted by PRC Residents via Special-Purpose
Companies ( FI5CHMER LR B A 85 A0 J BB AR AMRRIR H 1920 ) il SO P 450 A1 A 3
H BRI R ) (“SAFE Circular No. 75”). According to SAFE Circular No. 37, prior to
making contribution to a Special-Purpose Company (“SPC”) with legitimate holdings of
domestic or overseas assets or interests, a Mainland resident shall apply to the relevant Foreign
Exchange Bureau for foreign exchange registration of overseas investment. Mainland resident
individuals shall refer to Chinese citizens holding the identity cards for Mainland residents,
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military identity documents or identity documents for Chinese armed police force, and
overseas individuals who do not hold any Mainland legal identity document, but who have
habitual residences within the territory of China due to relationship of economic interests.
After a SPC has completed overseas financing, if the funds raised are repatriated to the
Mainland for use, relevant Chinese provisions on foreign investment and external debt
management shall be complied with.

According to Appendix 1 “Operating Guideline for the Business Involved in the Foreign
Exchange Administration of Round-trip Investment” ( CGRFEHE SIS I EBHAEHS
51 ) of SAFE Circular No. 37, the persons who hold simultaneously PRC legitimate identity
documents and foreign legitimate identity documents (including those in Hong Kong, Macao
and Taiwan) shall be deemed as foreign individuals. Foreign individuals do not need to register
with the relevant Foreign Exchange Bureau prior to establishing or taking control of an
offshore entity established for the purpose of overseas entity financing with offshore assets or
equity interests held by him.

Whereas in the case of our Group, Mr. Huang, the ultimate beneficial owner, holds
simultaneously PRC Resident Identity Card and Hong Kong Resident Identity Card, therefore,
Mr. Huang is deemed as foreign individuals and does not need to register with the relevant
Foreign Exchange Bureau in accordance with SAFE Circular No. 37.

APPROVAL OF THE REORGANISATION AND PROPOSED LISTING

On 8 August 2006, the MOFCOM, CSRC, SAFE and other three PRC authorities
promulgated the Provisions on the Merger and Acquisition of Domestic Enterprises by Foreign
Investors (BAISMNE & H D B N 26 E) (the “M&A Rules”), which was came into
effect on 8 September 2006 and revised on 22 June 2009. According to the M&A Rules, the
domestic companies, enterprises or natural persons should obtain the approval from
MOFCOM, when they purchase shareholding equities of a domestic enterprise having
connection relationship with them in the name of the foreign companies legally established or
controlled by them. M&A Rules also provides that overseas listing of a special purpose
company (“SPC”), which refers to an overseas company directly or indirectly controlled by a
domestic company or natural person for the purpose of the overseas listing of the interests
actually held by such domestic company or natural person in a domestic company, shall be
subject to the approval of the CSRC. The domestic company doesn’t include foreign-invested
enterprises.

According to the Guiding Book on the Access Administration of Foreign Investment (¥}
PBCEEA S HEFE 5| F-) (The 2008 Version), which was promulgated by Foreign Investment
Department of the Ministry of Commerce (FiH5#4M& ) on 18 December 2008, M&A Rules
doesn’t apply to the merger and equity transfer of an established foreign-invested enterprise.

As both Fujian Jicheng and Jinjiang Jicheng were foreign-invested enterprises since their
establishment, they are not the domestic enterprises defined in the M&A Rules, so the M&A
Rules is not applicable to the Reorganization. Based on the foregoing, our PRC Legal Advisers
are of the view that the Reorganization is not subject to the examination and approval of the
MOFCOM and the proposed Listing is not subject to the approval of the CSRC.
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RELEVANT LAWS AND REGULATIONS IN JAPAN

During the Track Record Period, the revenue derived from the market in Japan accounted
for approximately 75.7%, 83.2%, 75.9% and 59.5%, respectively, of our total revenue. The
following sets forth certain legal and regulatory requirements in Japan that may relate to the
sales of our Products to Japan.

1. Import Customs Tariff

The Group’s umbrella products imported to Japan are subject to customs tariff based on
the price of imported products in accordance with the “Customs Tariff Act”. As both Japan and
PRC are members of the World Trade Organisation (“WTQO”), reduced customs tariff rates
under the WTO agreement (“WTO rate”) are applicable. Under (i) the “Act on Temporary
Measures concerning Customs” and (ii) the “Order for Enforcement of the Act on Temporary
Measures concerning Customs”, further reduced customs tariff rates (“Special Rate”) are
applicable to import of certain umbrella products.

The relevant tariff rates for the umbrella products under the above-mentioned regulations

are as follows:

Product WTO rate Special Rate
polyolefin elastomer umbrellas 4.3% N/A before 31 March 2017
nylon umbrellas 4.3% N/A before 31 March 2017
umbrella parts (shaft) 4.3% 3.44% (80.0% of WTO rate)
umbrella parts (except shaft) 4.3% 0%

Thus, customs tariff rates for the Group’s products imported to Japan are:
. 4.3% for polyolefin elastomer umbrellas and nylon umbrellas,

. 3.44% for umbrella parts (shaft),

. 0% for umbrella parts (except shaft).

In relation to the sales of our Group’s umbrella products to Japan, our customers are
responsible to pay the import customs tariff.

2.  Quota and Trade Restrictions

There is any import quota prohibitive or restrictive regulation as to the Group’s existing
products imported to Japan.

3. Product Standard Requirements

There is no specific product standard requirement applicable to import of umbrella
products to Japan.
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The quality control of umbrella products is governed by general rules of private law, such
as the tort or breach of contract liability for willful conduct or negligence under the “Civil

Code” and product liability for defective products under the “Product Liability Act”.

Moreover there are labeling requirements under the “Household Goods Quality Labeling
Act” and the “Miscellaneous Manufactured Goods Quality Labelling Provisions”
(“MMGQLP”), which stipulate the matters to be displayed on the labels attached to umbrellas,
such as the composition of cloth, length of ribs, and handling instructions. MMGQLP
stipulates, in detail, the matters to be complied with, in relation to displays on the labels, by

manufacturers and sellers of umbrellas.
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HISTORY
Our Company

Our Company was incorporated in the Cayman Islands on 12 June 2014 in accordance
with the Cayman Companies Law as an exempted company in anticipation of the Listing. We
are principally engaged in the manufacturing and sale of POE umbrellas and nylon umbrellas.
During the Track Record Period, we also produced and sold umbrella parts such as plastic cloth

and shaft to our customers.
Origin of our Group

In 1990s, Mr. Huang worked for & & & £ VLT 5 f1 7K It 748 2k T2 (Fujian Province
Jinjiang City Dong Shi Yong Keng Metallic and Plastic Craft Factory) (“Dongshi Factory”) as
factory manager. In November 1994, Mr. Huang and his wife and brother-in-law, namely Ms.
Chen Jieyou and Mr. Chen Ruixin, together with Dongshi Factory established Jicheng
Umbrella in Dongshi Town, Jinjiang City, which was principally engaged in manufacture of
umbrella products. Jicheng Umbrella had a registered capital of RMBS5 million, which was
contributed by Mr. Huang, Ms. Chen, Mr. Chen and Dongshi Factory as to RMB3.45 million,
RMB1 million, RMB500,000 and RMB50,000, respectively. Dongshi Factory disposed of its
interest in RMB50,000 of registered capital of Jicheng Umbrella to Mr. Huang at a
consideration of RMB50,000, which was determined with reference to the amount of registered
capital transferred in August 2013. Dongshi Factory was deregistered on 17 October 2013.

In May 1996, Jicheng Umbrella and an Independent Third Party, namely Mr. Lau Fai
Wong, established Jinjiang Jicheng in Dongshi Town, Jinjiang City. Jinjiang Jicheng is
principally engaged in manufacture of umbrella products. Upon its establishment, its registered
capital was RMB10 million, which was contributed by Jicheng Umbrella and the then sole
proprietorship of Mr. Lau Fai Wong as to RMB3.7 million and RMB6.3 million, respectively.

In September 2003, Jicheng Company (which was a sole proprietorship of Mr. Huang in
Hong Kong) established Jinjiang Guantai in Dongshi Town, Jinjiang City. Jinjiang Guantai had
a registered capital of HK$10 million and was principally engaged in manufacture of umbrella

products.
In December 2004, Jicheng Company established Fujian Jicheng in Yonghe Town,
Jinjiang City. Fujian Jicheng is principally engaged in manufacture of umbrella products. Upon

its establishment, its registered capital was HK$60 million.

In 2010, Jinjiang Guantai was merged into Jinjiang Jicheng and Jinjiang Guantai was
dissolved in October 2010.
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Set out below are the major milestones of our Group’s business since our establishment:

Year Event

1994 established Jicheng Umbrella

1996 established Jinjiang Jicheng

2001 commenced sale of umbrellas to Japan

2004 established Fujian Jicheng

2011 our “Jicheng %" recognised as China Well-known Trademark

Corporate history

The following is a brief corporate history of the establishment and changes in the

shareholdings of Fujian Jicheng and Jinjiang Jicheng before Reorganisation.

Jinjiang Jicheng

In May 1996, Jicheng Umbrella and an Independent Third Party, namely Mr. Lau Fai
Wong, established Jinjiang Jicheng in Dongshi Town, Jinjiang City. The registered capital of
Jinjiang Jicheng was RMB10 million, which was fully paid up and of which RMB3.7 million
was contributed by Jicheng Umbrella and RMB6.3 million was contributed by the then sole
proprietorship of Mr. Lau Fai Wong.

In November 2006, Jicheng Umbrella transferred its interest in the registered capital of
RMB2.7 million in Jinjiang Jicheng to Mr. Lau Fai Wong’s sole proprietorship at a
consideration of RMB2.7 million, which was determined with reference to the amount of
registered capital transferred. After the transfer, Jinjiang Jicheng was owned by Mr. Lau Fai
Wong’s sole proprietorship and Jicheng Umbrella as to 90.0% and 10.0%, respectively.

In July 2008, Mr. Lau Fai Wong transferred all his interest in the registered capital of
RMB9 million in Jinjiang Jicheng to Tak Lee Mei at a consideration of RMB9 million. The
consideration of RMB9 million was determined with reference to the amount of registered

capital transferred.
In April 2010, Tak Lee Mei transferred its interest in the registered capital of RMB2.7

million in Jinjiang Jicheng to Jicheng Umbrella at a consideration of RMB2.7 million, which

was determined with reference to the amount of registered capital transferred.
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In October 2010, Jinjiang Guantai was merged into Jinjiang Jicheng. The registered
capital of Jinjiang Jicheng following the merger amounted to RMB20,595,500, which was the
aggregate of the registered capital of Jinjiang Guantai and the registered capital of Jinjiang
Jicheng preceding the merger. Following the merger, Jinjiang Jicheng was owned by Jicheng
Company, Tak Lee Mei and Jicheng Umbrella as to 51.45%, 30.59% and 17.96%, respectively.

Fujian Jicheng

In December 2004, Jicheng Company established Fujian Jicheng in Yonghe Town,
Jinjiang City. The then registered capital of Fujian Jicheng was HK$60 million and was fully
paid up. The name of Fujian Jicheng was & HAM B AR/ (Fujian Guanhong Plastic
Co., Ltd.) upon its establishment. In November 2008, the name of Fujian Jicheng changed to
its current name Ha LM AREAPL/AF] (Fujian Jicheng Umbrella Co., Ltd.).

REORGANISATION

The following diagram sets out the shareholdings and corporate structure of our Group
before the Reorganisation:

Fujian Province Jinjiang City
Dong Shi Yong Keng
Metallic and Plastic Craft Factory

Mr. Huang ‘ ‘ Chen Ruixin ‘ ‘ Chen Jieyou ‘
‘ 10% ‘ 20% 1%
‘ 100% 100% ’ 69%
B i Jicheng Umbrella
Jicheng Company Tak Lee Mei L Jiche g a .
(a sole propriciorship (a sole proprietorship (a limited llab{lzry company established
in Hong Kong) in Hong Kong) in the PRC)
‘ 51.45% 30.59% 17.96%
100%
Fujian Jicheng Jinjiang Jicheng
(a limited liability company (a limited liability company established
established in the PRC) in the PRC)

Our Group has undergone a reorganisation in preparation for the Listing which involved
the follow steps:

(a) Dongshi Factory disposed of its interest in RMB50,000 of registered capital of
Jicheng Umbrella to Mr. Huang at a consideration of RMBS50,000, which was
determined with reference to the amount of registered capital transferred in August
2013.

(b) On 20 March 2014, Fujian Jicheng entered into an equity transfer agreement with
Jicheng Umbrella, Tak Lee Mei and Jicheng Company, pursuant to which Fujian
Jicheng agreed to acquire RMB3.7 million in the registered capital of Jinjiang
Jicheng (representing approximately 17.96% of its registered capital) from Jicheng
Company for a consideration of RMB3.7 million. The acquisition was completed on
4 June 2014.
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(c)

(d)

(e

¢9)

(2)

(h)

Our Company was incorporated in the Cayman Islands on 12 June 2014. As at the
date of its incorporation, our Company has an authorised share capital of
HK$300,000 divided into 30,000,000 Shares of HK$0.01 each, one Share of which
was allotted and issued to Reid Services Limited, being the subscriber to our
Company. On 12 June 2014, the one Share held by Reid Services Limited was
transferred to Jicheng Investment.

Jicheng BVI was incorporated on 13 June 2014 under the laws of BVI and is
authorised to issue a maximum of 50,000 shares with a par value of US$1.00 each.
On 13 June 2014, one share of Jicheng BVI was allotted and issued fully paid up for
cash at par to the Company.

Jicheng HK was incorporated on 30 June 2014 under the laws of Hong Kong and on
the same day, one share of Jicheng HK was allotted and issued fully paid up for cash
at HK$1.00 to Jicheng BVI.

On 5 September 2014, Jicheng HK entered into an equity transfer agreement with
Jicheng Company, pursuant to which Jicheng HK agreed to acquire HK$60 million
in the registered capital of Fujian Jicheng (representing all of its registered capital)
from Jicheng Company for a consideration of the issue and allotment of 739 Shares
to Jicheng Investment. The acquisition was completed on 11 October 2014.

On 5 September 2014, Jicheng HK entered into an equity transfer agreement with
Jicheng Company, pursuant to which Jicheng HK agreed to acquire RMB 10,595,500
in the registered capital of Jinjiang Jicheng (representing 51.45% of its registered
capital) from Jicheng Company for a consideration of the issue and allotment of 163

Shares to Jicheng Investment. The acquisition was completed on 11 October 2014.

On 5 September 2014, Jicheng HK entered into an equity transfer agreement with
Tak Lee Mei pursuant to which Jicheng HK agreed to acquire RMB6,300,000 in the
registered capital of Jinjiang Jicheng (representing 30.59% of its registered capital)
from Tak Lee Mei for a consideration of the issue and allotment of 97 Shares to

Jicheng Investment. The acquisition was completed on 11 October 2014.

In the course of the Reorganisation described above, our Group complied with all the

relevant requirements of the then prevailing PRC laws and regulations. The PRC Legal

Advisers advised that as Fujian Jicheng and Jinjiang Jicheng have been foreign owned

enterprises since their establishments in the PRC, the Reorganisation is not subject to the

examination and approval of the MOFCOM, and the proposed Listing is not subject to the

approval of the China Securities Regulatory Commission. The Reorganisation has legally

obtained the examination and approval of the Economic and Trade Bureau of Jinjiang City (&

VLT AEHE 50 J)).
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The following diagram sets out the shareholdings and corporate structure of our Group
immediately following completion of the Reorganisation but before the Global Offering and

the Capitalisation Issue:

Mr. Huang

100%

Jicheng Investment
(incorporated in BVI)

100%

the Company
(incorporated in the Cayman Islands)

100%

Jicheng BVI
(incorporated in BVI)

100%

Jicheng HK
(incorporated in Hong Kong)

100% 82.04%

Fujian Jicheng
(established in the PRC)

17.96%

Jinjiang Jicheng
(established in the PRC)
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The following diagram sets out the shareholdings and corporate structure of our Group
immediately following completion of the Global Offering and the Capitalisation Issue, but
taking no account of any Shares which may be allotted and issued pursuant to the exercise of

the Over-allotment Option:

Mr. Huang
100%
J icheng Inves.tment the public
(incorporated in BVI)
75% 25%

the Company
(incorporated in the Cayman Islands)

100%

Jicheng BVI
(incorporated in BVI)

100%

Jicheng HK
(incorporated in Hong Kong)

100%

Fujian Jicheng
(established in the PRC)

17.96% | 82.04%

Jinjiang Jicheng
(established in the PRC)
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OVERVIEW

We are principally engaged in the manufacturing and sale of POE umbrellas and nylon
umbrellas. During the Track Record Period, we also produced and sold umbrella parts such as
plastic cloth and shaft to our customers. According to Frost & Sullivan, we were the largest
exporter of umbrellas and parasols in the PRC in terms of export volume in 2013, we recorded
a total export volume of approximately 31 million units with a market share of 3.4%. With
respect to the market of Plastic Umbrellas, we were the largest manufacturer of the Plastic
Umbrellas in the PRC in terms of sales volume in 2013, which represented a market share of
approximately 20.4%. The market of Plastic Umbrellas represented approximately 8.6% of the
total umbrella market in PRC in terms of sales volume in 2013. We were also the largest
supplier of Plastic Umbrellas in Japan in 2013 in terms of sales volume, with approximately
43.1% of the market share. We were the third largest umbrellas and parasols manufacturer in
China in terms of sales volume in 2013, with approximately 2.0% market share and a total sales
volume of approximately 33 million units.

Our business model and products

We principally sell our POE umbrellas, nylon umbrellas and umbrella parts on export
basis to our overseas customers which accounted for approximately 80.8%, 89.9%, 88.3% and
76.1% of our total revenue for each of the three years ended 31 December 2013 and the ten
months ended 31 October 2014. During the Track Record Period, we exported our POE
umbrellas, nylon umbrellas and umbrella parts to markets such as Japan, Hong Kong, South
Korea, Taiwan, France and Cambodia. Our overseas customers would usually provide us with
their design and specification. Our sales personnel would closely communicate with our
customers. Depending on the specific needs of these overseas customers, our sales personnel
would put forward our suggestions for modifications to design and specification from our
research and development staff to our customers for their consideration. When customers
decide on the final design and specification, we would make samples and provide to our
customers for approval.

For domestic market, we sold our POE umbrellas and nylon umbrellas and umbrella parts
to our customers in the PRC which accounted for approximately 19.2%, 10.1%, 11.7% and
23.9% of our total revenue for each of the three years ended 31 December 2013 and the ten
months ended 31 October 2014. Our domestic customers would usually place orders with us
from selection of our existing POE umbrellas and nylon umbrellas products which are all
designed by our research and development team. We also sell some of our POE umbrellas and
nylon umbrellas under our Jicheng (% /%) brand through sales to our non-trading customers
such as supermarkets which accounted for approximately 5.4%, 2.8%, 2.4% and 2.1% of the
total revenue for the three years ended 31 December 2013 and the ten months ended 31 October
2014.

We also manufactured umbrella parts as an ancillary products mainly for our existing
customers, both overseas and domestic customers, some of which also purchased POE
umbrellas and nylon umbrellas from us.
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Our products mainly consist of POE umbrellas, nylon umbrellas and umbrella parts such
as plastic cloth and shaft.

Customers

We sold our products directly to our customers, majority of which were either overseas
or domestic trading companies. For each of the three years ended 31 December 2013 and the
ten months ended 31 October 2014, our largest customer accounted for approximately 24.5%,
26.1%, 21.1% and 20.0% of our total sales respectively, whereas our five largest customers
accounted for approximately 59.9%, 60.3%, 47.7% and 53.3% of our total sales respectively.
For the three years ended 31 December 2013, all of our top five customers were Japanese
companies which are principally engaged in trading business. For the ten months ended 31
October 2014, three out of our top five customers were Japanese companies and the remaining
two were Cambodian company and PRC company respectively, which are also principally
engaged in trading business.

As shown in the two tables in the paragraph headed “Market Projections of the Japanese
Umbrellas and Parasols Market” in the section headed “Industry Overview” of this prospectus,
the demand for umbrellas in Japan experienced fluctuation during the Track Record Period, in
particular Plastic Umbrellas’ consumption decreased from 76 million units in 2012 to 65
million units in 2013. Despite the market condition, our Group’s sales to Japan market
maintained a stable upward trend during the Track Record Period. Our Directors consider that
the key driver of our success is our solid relationship with our major Japanese customers,
which we spent years to consolidate and such strong tie was built upon on our quality product
that satisfied the stringent requirement of our Japanese customers.

COMPETITIVE STRENGTHS

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

We are one of the leading umbrella manufacturers in the PRC and exporters to the Japan
market

Our Market Position

Our business focused on manufacturing and selling of POE umbrellas and nylon
umbrellas to our overseas and domestic customers. Revenue generated from our export sales
increased from approximately RMB263 million for the year ended 31 December 2011 to
approximately RMB427 million for the year ended 31 December 2013, representing a CAGR
of 27.4%. During the Track Record Period, revenue of our export sales accounted for
approximately RMB263 million, RMB339 million, RMB427 million and RMB399 million,
representing approximately 80.8%, 89.9%, 88.3% and 76.1% of our total revenue respectively.
In combination of our experience in the umbrella industry, our design and development
capabilities and focus on quality control and product safety, we believe that we have
established a leading market position as an umbrella manufacturer in the PRC with focus in the
Japan market.
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According to Frost & Sullivan, we have the following achievements:

. we ranked first capturing approximately 43.1% of the total market share of the

overall Plastic Umbrellas market in Japan in terms of sales volume in 2013;

. we were the largest local Plastic Umbrella manufacturer in China in 2013 in terms
of sales volume and sales revenue. Our total sales volume of Plastic Umbrellas
reached approximately 30 million units in 2013, representing a market share of
around 20.4% in China. Our total sales revenue of Plastic Umbrellas amounted to
approximately RMB387 million in 2013, representing a market share of around
38.4% in China;

. despite the total export volume of straight umbrellas to Japan from China, where
Plastic Umbrellas generally accounted for nearly 70%, decreased from
approximately 109 million units in 2012 to 92 million units in 2013, our Group’s
total revenue from our export sales to the Japan market was on a continuous rising
trend, accounted for approximately RMB247 million, RMB314 million, RMB367
million and RMB312 million during the Track Record Period respectively.

The above increase of our total revenue from our export sales to the Japan market was led

by our sales to our major Japanese customers.

During the Track Record Period, as shown in the table below, our sales to Customer A
increased continuously, accounted for approximately RMBS80 million, RMB99 million,
RMB102 million and RMB105 million respectively. Customer A is mainly engaged in the
wholesale of cosmetics, daily necessities and other products in Japan and its purchase amount,
one of the items in cost of sale, was approximately JPY684,185 million in 2012 and
JPY703,233 million in 2013 (equivalent to approximately RMB41,735 million and
RMBA42,897 million) and our sales to them amounted to approximately RMB99 million and
RMB102 million, representing only 0.2% of Customer A’s total purchase amount in the
respective years. Given such insignificant contribution to Customer A’s total purchase amount
in 2012 and 2013 and the diversity of Customer A’s business scope, our Directors consider that
our sales to Customer A does not necessarily relate to the upward or downward trend of
Customer A’s performance.

Our sales to our other major Japanese customers generally increased or remained
relatively stable. For details of our top five customers, please refer to the paragraph headed
“Our Customers” in this section. For the three years ended 31 December 2013 and the ten
months ended 31 October 2014, the number of our total Japanese customers has risen from 38
to 50. The following table sets out the transaction amounts with our major Japanese customers
during the Track Record Period.
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For the

ten months

ended

For the year ended 31 December 31 October
2011 2012 2013 2014

RMB’000 RMB’000 RMB’000 RMB’000

Customer A 79,691 98,564 101,965 104,998
Customer B 58,134 59,041 59,780 46,009
Customer C 30,573 33,774 12,921 -
Customer D 15,824 15,822 21,553 19,781
Customer E 10,317 20,774 22,952 21,969
Customer F - 7,782 24,065 18,559
Customer H 715 9,152 20,524 24,885

Our success in the Japan market is primarily due to the twofold reasons, being our own
strength and the market conditions, details of which are elaborated below:

Our Competitive Advantages in the Japan market
(a) Our Relationship with Major Customers

We have established strong business relationships with some of our major customers. Our
Directors believe that our major strength is our ability to secure and maintain long-term
business relationships with our major customers which in turn explains why we managed to
increase our export sales to Japan during the Track Record Period while the total export volume
of Plastic Umbrellas to Japan from China decreased from 2012 to 2013. During the Track
Record Period, our top five customers maintained stable business relationships with us. For
details, please refer to the paragraph headed “Sales and Marketing” below in this section.

It took us substantial time and efforts to have established stable and reliable relationships
with our Japanese customers. For all of our major Japanese customers, the relationships first
began with their visits to our production sites to inspect the production facilities and the quality
of our products. Having ascertained that we were able to comply with their stringent standards
in relation to product quality, production process and environmental compliance, they started
to make small purchases. We believe that our stable product quality and our ability to deliver
a wide range of products to our customers have enabled us to earn recurring business from our
major customers. Please also refer to the paragraph headed “We Produce High-quality and
Possess Outstanding Product Development Capabilities Benefiting from our Relationship with
Key Export Customers” below in this section for details of our product quality and product
development capabilities.

Our largest customer, Customer A, first made only small amount of units of purchases in
its first year of business relationship with us. They started to placed large amount purchase
order in 2006 which marked the start of bulk purchases from us. Since 2006, they have
consistently made bulk purchases from us on a rising trend regarding quantity without any
breakages of relationship throughout the period.
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The same development path applied to our other major Japanese customers. They first
placed small purchase orders with us to test and observe our consistency in both quality and
delivery time. Only would they make bulk purchases when they were convinced with our
compliance with their quality standards and on-time delivery. Our Japanese customers,
including Customer A, Customer B, Customer D, Customer E, Customer F and Customer H,
took an average of three years for observation before commencing bulk purchases from us.
Having established a stable and reliable relationship with a supplier like our Group and
satisfied with our products and services, it is unlikely that they would switch to other suppliers.
This in turn constitutes a competitive advantage to us and create an entry barrier for other
potential market participants to enter into the Japanese market.

In particular, our Japanese customers, with whom we have managed to maintain a highly
steady and reliable relationship, confirmed that we have the following competitive strengths:

. consistently higher overall quality of our umbrellas as compared to umbrellas
produced or supplied by other companies in the market;

. high capabilities in both production and research and development;
. continuous improvements in our Group’s umbrellas;

. advanced and environmentally-friendly production facilities, process and

technology;
. close cooperation with our customers so as to achieve the best design proposals;
. detail-oriented approach towards our customers’ requirements by providing

alternative proposals on designs and producing samples;
. suitability of our Group’s products for the Japanese market;
. reliable and on-time delivery; and

. customers’ satisfaction with our after-sale services achieved by close
communications and instant responses.

Most of our key customers visit our production facilities every year and inspect our
products from time to time to ensure the quality of our products. There have been no material
incidents of returning our products from our key customers as a result of defects found during
the Track Record Period. We believe these reflect the fact that our products are able to fulfil
the rigorous requirements of our Japanese customers. According to Frost & Sullivan, Japanese
customers usually pay great attention to product quality and the market reputation of their
suppliers. We have maintained 12 years of relationship with our largest customer, Customer A,
which is located in Japan. During the Track Record Period, there was no cessation of purchases
of our products and we supplied approximately 80.0% of its total purchases of umbrella
products. During the Track Record Period, we were also the top supplier of umbrella products
for some of our top Japanese customers, such as Customer A, Customer B and Customer C,
supplying approximately 70.0% to 90.0% of their total purchases.
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Our Directors believe that the key to maintain long-term business relationships with our
customers is our understanding of their needs and concerns about changing market trends. This
understanding enables us to anticipate market trends and preference and to provide our
customers with new products to meet their demands and needs. We believe our long-term and
steady relationship with our customers is the key to maintain our Group’s leading market
position and to have achieved a significant market share of 43.1% in terms of sales volume of
Plastic Umbrellas in Japan in 2013.

(b) Full Value Chain

Despite the fact that the manufacturing of Plastic Umbrellas does not require special skills
and advanced technologies, our strength in the production of Plastic Umbrellas is attributed to
our vertical integration of processing raw materials, producing key parts and assembling
umbrellas. According to Frost and Sullivan, we were among the only two Plastic Umbrella
manufacturers in China that have the full value chain in 2013. According to Frost & Sullivan,
some Chinese leading umbrellas and parasols manufacturers have a whole value chain that are
able to obtain advantages of economies of scale. Our Group has an integrated whole value
chain comprising POE film punching, plastic canopy cutting, shaft making, ribs and stretchers
assembling, etc., which can save cost and ensure quality for the products. The Directors take
the view that our production capability as to whole value chain is one of the key driving forces
to attract our Japanese customers to place sales order. The Japanese market demands for high
quality and environmentally friendly umbrella products. Japanese people highly focus on
environmental issues and the demand for PVC umbrellas is expected to reduce in the future;
while the demand for umbrellas made from POE materials is expected to increase.

Market Conditions

(a) General Market Condition

As stated above, the total export volume of straight umbrellas to Japan from China, where
Plastic Umbrellas generally accounted for nearly 70%, decreased from approximately 109
million units in 2012 to 92 million units in 2013. The decrease of export volume of the Plastic
Umbrellas to Japan from China during 2012 to 2013 was mainly caused by the overstock of
retailers and traders in 2012, which further restrained the export volume growth in 2013.
However, it does not indicate a decreasing demand of the Plastic Umbrellas in Japan. On the
contrary, the demands of the Plastic Umbrellas are expected to recover to a moderate growth
in the forthcoming years up to 2017 according to Frost & Sullivan. The overstock does not
apply to our Group’s major Japanese customers, which would usually maintain a moderate and
reasonable stock for two to three months on average, which enables them to achieve a steady
growth even when other industry peers (including retailers, wholesalers and traders)
experienced a temporary shrink in the import volume of Plastic Umbrellas from China.

Japanese customers (including retailers, wholesalers and traders) always set rather
rigorous quality standards, compared with those in other countries and regions. There are only
few umbrella manufacturers in China which could meet the rigorous requirements by these
Japanese customers and be able to meet their large scale production demand in short notice. As
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a result of the lack of sufficient capacity for manufacture of Plastic Umbrellas and reliable
capability of quality control, many domestic umbrella manufacturers tend to refer the order for
Plastic Umbrellas to our Group, which is regarded as an experienced and specialized Plastic
Umbrellas manufacturer, which in turn assisted our Group to accumulate a large customer base
with relatively stable orders and take up a considerable market share by investing a complete
industrial supply chain for Plastic Umbrellas from upstream to downstream. This also enables
the Group to form large-scale production of Plastic Umbrellas to further decrease its producing
cost by integration of supply chain as well as stable and experienced assemblers/workers.

(b) Market Entry Barrier

The high entry barriers for umbrella export market also created hurdles for other industry
peers to enter into the market. First, product quality is a major criteria for selecting suppliers
from the perspective of customers in overseas markets, in particular, those in developed
countries like Japan. They pay great attention to product quality and require the products and
production process to meet certain international standards, such as ISO9001 quality
management system certification and JISS 4020 (Japan industry standard). It is likely that they
would conduct site inspections and sample checks from time to time to ensure that the quality
of the products is up to a certain standard. As huge costs and time have to be incurred to
achieve high product quality, such stringent requirement sets forth a barrier for the new
entrants to the export market.

On the other hand, customers in developed countries place heavy emphasis on
environmental compliance. Stringent requirements are adopted in relation to the chemicals and
additives used in umbrella products and products made with harmful chemicals such as azo or
cadmium are not allowed to be traded in these countries. It again requires immense costs for
manufacturers to comply with the strict environmental standards and obtain the ISO14000
certification in relation to environmental management.

As a result of the stringent standards as stated above, export-oriented companies are
subject to a much higher cost for the establishment of quality control and environmental
compliance systems. Together with foreign exchange fluctuation, they are under huge cost
pressure and hence strong capability of cost control is required. Experiences in and measures
to cost control therefore set forth another barrier for new entrants to the export market.

Lastly, in relation to the Japanese umbrellas market, major convenient stores have
established stable cooperation with trading companies which supply them with umbrella
products. In order to enter the Japanese market, a stable and partner relationship with these
trading companies is a prerequisite. Additionally, strict and high standards for product quality
and environmental compliance have laid further obstacles for establishing such relationship
with these trading companies.

According to the Frost & Sullivan, the consumption of Plastic Umbrellas in Japan will
grow from approximately 65 million units in 2013 to approximately 69 million units in 2017.
We believe our leading market position in the umbrella export industry will enable us to take
advantage of the future growth of the umbrella industry in the Japan market and continue to
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enhance our market share and reputation. We expect also that the continuous growth in the PRC
economy, increasing urbanisation, improvements in living standards and increasing domestic
consumption will further drive the demand in the PRC for mid-end umbrella products such as
ours.

We produce high-quality products and possess outstanding product development
capabilities benefiting from our relationship with key export customers

By manufacturing umbrella products for our export customers from various markets, we
have gained extensive knowledge of the production technologies and quality control processes
required for products meeting our Japanese clients’ stringent standards, which accounted for
approximately 75.7%, 83.2%, 75.9% and 59.5% of our revenue during the Track Record
Period. We believe such experience provides us with competitive advantages over our
competitors who may not have this experience. Leveraging on our knowledge we have further
developed our own technical expertise and know-how, which helped us to expand into
development of our own branded products.

We place emphasis on the quality and safety of our products. As a result of our quality
and safety control policies, we have obtained the ISO 9001:2008 and the ISO 14001:2004
certifications. We believe that our continuous implementation of strict quality control and
safety standards will assure the quality of our products and help to maintain our reputation.

We also place a strong emphasis on strict quality control and have implemented a
comprehensive quality control system in our production process. As at the Latest Practicable
Date, we had 27 quality control staffs in the quality control department. In addition, we also
deploy product quality control staffs at the production lines who are responsible for testing
semi-finished products. As at the Latest Practicable Date, we received no material returned
products from our customers.

We believe that the overall success of our branded business in the PRC is also attributable
to our research and development capabilities, which enable us to continuously introduce
high-quality products with product designs and functionality. As at the Latest Practicable Date,
we had a dedicated team of 26 research and development staffs focusing on product
development, improvement of our production technologies, and the user-friendliness and
durability of our products. As at the Latest Practicable Date, we obtained ten registered utility
patents, respectively. Please refer to the paragraph headed “Intellectual Property of our Group”
in the section headed “Statutory and General Information” of this prospectus for details of our
intellectual property.

Through our research and development centre located in our production facilities in our
Yonghe Production Site, we design and develop our umbrella products to cater for the
preferences of our customers and offer a diversified range of products to the market. Our
research and development team tailored umbrellas with different sizes, weight, folding
methods, patterns etc. for different types of customers such as women and children with
different functions such as sun shielding, heavier umbrella shaft which is more wind resistant,
and light-weight one to be put into purse, as well as the traditional protection against the rain
for everyday use.
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In addition, we were selected in 2010 by the Fujian Light Industry Association to be
involved in the process of developing and compiling the industry standards of umbrella in the
PRC including drafting of Chinese Plastic Umbrella Industry’s Standards (Plastic Umbrella’s
National Standard QB-T 4152/2010).

Our product research and development capabilities are further strengthened through
cooperation with universities and technology enterprise, although we only entered into a
strategic cooperation agreement with Huagiao University (HEfGKE) as of the Latest
Practicable Date, which focused on continuous improvement regarding the material, function
and techniques in the production of POE plastic umbrellas. Details of such cooperation are set
out in the paragraph headed “Product Design and Development Capabilities” of this section.

We believe our extensive knowledge of production technologies and our technical
expertise combined with our consistently quality products enable us to achieve customer
satisfaction and respond to changes in the PRC umbrella industry.

We have an experienced and dedicated management team with extensive industry
experience

We have an experienced management team that has extensive experience and is familiar
with the umbrella industry in Japan and China. Our management team is led by our chairman
and executive Director of our Company, Mr. Huang, who has more than 18 years of experience
in the umbrella industry and has been responsible for the overall management strategic
development and major decision-making of our Group.

Our other executive Directors, Ms. Chen Jieyou and Mr. Lin Zhenshuang also have more
than 13 years of experience and knowledge in the umbrella industry. We believe that our
executive Directors and our senior management team are instrumental to our success. Our
growth and development have been largely attributable to the extensive experience of our
executive Directors and senior management team. We believe that our experienced and stable
senior management team has been critical in ensuring the consistent application of our
development and operating strategies.

Our Jicheng (5FX) brand is well recognised in the PRC industry

We strive to build and maintain our brand and reputation in the PRC branded umbrella
market.

In anticipation of the increasing consumer need for high quality umbrella products as a
result of the improving living standards and changing consumption patterns in the PRC, we
developed our Jicheng (#/%) brand with a dual focus on attractive design with strong
functionality. The revenue generated from our branded products accounted for approximately
RMB18 million, RMB11 million, RMB11 million and RMB11 million for the three years ended
31 December 2011, 2012 and 2013 and the ten months ended 31 October 2014.

Our Jicheng (4£/) brand was accredited as a China Well-known Trademark
(R Bt 47 P A by the Trademark Office in 2011. For other various awards and certifications
received by us, please refer to the paragraph headed “Certifications, Awards and Recognition”
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in this section. We believe that our capabilities in research and development of our products
have allowed us to differentiate our Jicheng (4£/%) brand from those of our competitors and
have helped increase our brand recognition.

We own strategically located, large scale production facilities to achieve economies of
scale and low production cost

Our production facilities are strategically located in Fujian province, one of the principal
source of locations of umbrella manufacturers in the PRC. Our Dongshi Production Site is
located in Dongshi town where approximately 35.0% of China’s total umbrellas and parasols
production were made according to Frost & Sullivan. We have easy access to suppliers which
supply raw materials and umbrella parts for our umbrella products. In addition, we enjoy
logistical advantages as our production sites are in close proximity to the Xiamen (J& ") port
and important highways which allow for timely and cost-efficient transportation of our
products to our overseas and domestic customers. Moreover, as Fujian is a manufacturing and
trading center for umbrella products, we have easy access to subcontractors for our production
teams.

In addition to our strategic location, we were the largest local manufacturer of Plastic
Umbrellas in 2013 as well as the largest production base in Asia according to Frost & Sullivan.
We believe that the scale of our production facilities benefits us in the following respects:

. enables us to achieve economies of scale, in particular through sourcing raw
materials in bulk;

. allows us to shorten the lead time required to launch new products, as we have
sufficient capacity to direct our production facilities to manufacture our new
products in a timely manner in response to changing market demands and trends;
and

. enables us to manufacture and sell a diverse mix of products with a range of designs
and functionalities.

BUSINESS STRATEGIES

Our principal objectives are to maintain and strengthen our position as a leading umbrella
manufacturer focused in Japan market and our own branded umbrella products in the PRC
market and increasing our market share in the existing markets such as Hong Kong, Cambodia
and South Korea. We intend to achieve these objectives by implementing the following
strategies:

Increase and develop our market share in the overseas markets

During the Track Record Period, we sold a majority portion of our POE umbrellas and
nylon umbrellas to overseas customers and Japan was our major market. In order to diversify
our market presence and ensure continuous business growth, we diligently expanded into South
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East Asian market including Hong Kong and Cambodia. As a result, these two markets have
became two of the top five markets for the ten months ended 31 October 2014 accounted for
a total of approximately 10.7% of our revenue for the corresponding period. We plan to further
develop our market share in Hong Kong, South Korea, Taiwan, France and Cambodia and
extend our market presence to other new markets such as the U.S. and Europe to sell our POE
umbrellas and nylon umbrellas in the future. To this end, we will continue to develop our
overseas sales though our existing customers in the relevant markets and to explore other
overseas sales channels. Currently, our sales team mainly consisted of sales personnel with
experience in the Japan and PRC markets. We aim to diversify our sales team by recruiting
suitable candidates with relevant experience in taking care of overseas customers in order to
provide our overseas customers with dedicated points of contact and to cater for our overseas
expansion plan.

Strengthen our product design and development capabilities and optimise our product
offerings

We believe that product design and development in response to market trends are crucial
to our success. We will continue to strengthen our design and development capabilities. We will
continue to recruit experienced staffs to further develop our design and development
capabilities of umbrella products. Our sales team will continue to work closely with our design
and technical team on exchange of market trends and customers’ preferences to more
effectively incorporate customers’ feedback into our product development. We cooperated with
Huagiao University (¥Ef&X%2) in Fujian Province with focus on continuous improvement
regarding the material, function and techniques in the production of POE umbrellas. Details of
the cooperation between Huagiao University (HEf§KE%) and our Group are set out in the
paragraph headed “Product Design, Research and Development” in this section. Other than the
cooperation agreement entered into with Huaqiao University (¥& X %£2) in Fujian Province, we
did not enter into any other cooperation agreements with other institutions as of the Latest
Practicable Date. It is our target to focus on our design and development initiatives to expand
our product range. We will continue to upgrade our research and development capabilities and
equipment.

We intend to utilise approximately HK$6.2 million or approximately 3.5% of our net
proceeds from the Global Offering (assuming an Offer Price of HK$1.35 per Offer Share, being
the mid-point of the indicative Offer Price range of HK$1.1 to HK$1.6 and assuming that the
Over-allotment Option is not exercised) to strengthen our technical expertise and know-how to
ensure continuous improvement of our products, of which approximately HK$3.2 million for
recruiting more experts for our research and development team, approximately HK$1 million
for subsidizing our research and development staff to attend external training and
approximately HK$2 million for further cooperation with academic or professional institutions
and enhancing our research and development capabilities.

Increase market share and penetration in the PRC and promote our brand and brand
awareness in the PRC

According to Frost & Sullivan, the Plastic Umbrellas market in the PRC will continue to
grow with a CAGR of approximately 1.5% from 2013 to 2017 in terms of sales volume. During
the Track Record Period, for the purpose of diversifying our market presence and ensure
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continuous business growth, we kept expanding into the PRC market. As exemplified by our
recent substantial increase in sales to the PRC market, from approximately RMB57 million for
the year ended 31 December 2013 to RMB125 million for the ten months ended 31 October
2014, we have shown determination with proven track record that our Group will continue to
expand into the PRC market. Accordingly, we will place more resources and efforts to enhance
our market penetration in the PRC to capture the potential growth.

We will continue to provide a comprehensive range of quality products to strengthen our
relationships with our existing customers. We will also continue to develop and explore new
customers through offering new products and improving our current products.

We aim to further increase our market share and penetration by actively increasing the
exposure of our Jicheng (#h{) brand through developing our relationships with existing
customers, particularly those in trading business, and exploring new customers in the PRC.

We will continue to market our Jicheng (% %) brand through our dedicated marketing and
sales team. We intend to enhance recognition of our Jicheng (%£/%) brand through further
employment of various media channels such as participating in trade exhibitions. We target to
develop and build our Jicheng (%5%) brand as a notation for umbrella products with artistic
design and practical functionality. We will continue to enhance our brand awareness and
promote our corporate image by soliciting more trading companies as our customers.

Increase our production capacity

During the Track Record Period, the utilisation rate of our Dongshi Production Site and
Yonghe Production Site in aggregate for production of our POE umbrellas and nylon umbrellas
was approximately 65%, 56%, 56% and 83% respectively. In order to meet the expected
increasing demand of our customers and to increase our production efficiency, we plan to
continue upgrading our existing production facilities for umbrella production through measures
such as upgrading our existing production equipment. We believe such investment will further
enhance our profitability and allow us to benefit from larger operation scale.

In order to diversify our market presence, we have diligently explored sales opportunities
in other markets other than the Japan market, as exemplified by our increase in sales to the PRC
market and other overseas markets in 2014. For example, our sales in the PRC increased from
approximately RMBS57 million for the year ended 31 December 2013 to RMB125 million for
the ten months ended 31 October 2014, representing 11.7% and 23.9% of our total revenue
respectively. Despite our sales revenue generated from the Japan market has remained stable,
the percentage of our sales revenue from this market has decreased from 75.9% for the year
ended 31 December 2013 to 59.5% for the ten months ended 31 October 2014.

(a) Customers’ demand for our products and competition analysis

Our Directors have considered a series of factors (with the major ones set forth below)
on whether there will be sufficient overall demand for our products to warrant the
establishment of new factory according to our expansion plan. We intend to strengthen our
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presence in other overseas markets, in particularly the South East Asian market including
markets such as Cambodia and Hong Kong. We will also continue to expand our existing
markets such as Japan, the PRC and Korea. Beside, we continuously track the latest umbrella
market trends and feedback from customers to ensure that our products meet the latest
consumer preferences. We also actively conduct sales and marketing activities, such as
attending trade fairs annually, which have been proved effective and successful, to promote our
brand and corporate image among customers.

Based on our historical results of operations and experience, after having considered a
series of factors, our Directors are of the view that there will be sufficient demand for our
products in our target markets, which warrant our expansion plan. We believe that we have
distinguished ourselves from our competitors based on our competitive strengths of (i) strongly
established relationship with our existing customers; and (ii) our stable and good quality and
our experience in the market which enables us to quickly respond to customer demand, obtain
timely feedback from our customers and adjust our product design, marketing and pricing
strategies. Our Directors believe that based on the above, we will be able to maintain a
sustainable development of our business and implement our expansion plan accordingly. We
intend to continue to leverage our competitive strengths to drive and manage our growth in the
future.

To facilitate our production planning for the coming year, we have signed various
non-legally binding letters of intent with our major Japanese, PRC and Hong Kong customers
in relation to their respective anticipated amount of order for 2015. These Japanese, PRC and
Hong Kong customers include Customer A, Customer B, Customer D, Customer E, Customer
F, Customer G and Customer H. According to these letters of intent, all of these major
customers have increased their anticipated amount of order with increase rate ranging from
approximately 10.0% to 24.0%. As a result of this anticipated increased amount of order for
2015, the utilisation rate of our Group’s production facilities is expected to increase to
approximately 93.0% and we expect it will further be increased to 100.0% in 2016 based on
the increasing trend in 2015. In order to ensure the above letters of intent will be realized
accordingly, our sales personnel will follow up closely with each of these customers to make
sure we can accommodate their sales requests. Based on the feasibility study report conducted
internally, the Directors believe that these letters of intent signed with our major Japanese, PRC
and Cambodian customers are considered as sufficient indicator in support of our production
planning for the coming years. We have also started internal production planning in relation to
the anticipated productions amounts arising out of these letters of intent. Regarding new
customers, we have diligently expanded our sales to local and overseas supermarkets in the
PRC and some of the new customers have came to our production sites for inspection and
ordered small purchase of our umbrella as preliminary business cooperation. The Directors’
belief was based on historical sales records with these customers together with potential
acquiring of new customers in existing markets. Due to the non-legally binding nature of these
letters of intent, the ultimate amount of order from these major customers may fluctuate subject
to factors such as weathers, local economy and the market conditions. Upon completion of our
new factory, the expected increase in production capacity is approximately 36.0% and the
estimated increase in production capacity of POE umbrellas and nylon umbrellas will be 12
million unit and 6 million unit per annum respectively.
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(b) Demand from the PRC market

According to Frost & Sullivan, the total revenue of umbrella market in the PRC is
expected to grow at a CAGR of approximately 8.8% from approximately RMB30 billion in
2013 to approximately RMB42 billion in 2017. Our Directors also anticipate that there will be
a growth in the demand of our umbrella products in our export sales. The sales of umbrella are
expected to increase due to the increasing disposable income and acceptance of Plastic
Umbrellas in China. Our Directors believe that our expansion plans will enable us to cope with
expected increase in future demands as our existing production facilities are anticipated to

reach maximum output limit.

According to Frost & Sullivan, the total umbrellas and parasols market in the PRC is
likely to maintain an upward momentum from 2014 to 2017 due to the consistent demand as
well as product innovation and self-owned brands development, with a CAGR of 2.1% from
2013 to 2017 in relation to the expected total sales volume. On the other hand, the Plastic
Umbrellas market in the PRC is likely to maintain an upward momentum from 2014 to 2017
due to the rising demand from overseas market, as well as the increase in people’s awareness
of environmental protection and the acceptance of Plastic Umbrellas in the domestic market.
The total sales volume is expected to reach 153.2 million units in 2017, with a CAGR of 1.5%
from 2013 to 2017.

(¢c) Demand from Japan and other overseas markets

The apparent consumption volume forecasts of the umbrellas and parasols market in
Japan by Frost and Sullivan also evidence an upward trend, driven by the recovery of Japan’s
economy which fuels up the consumer goods market and the expansion of convenient stores
and drug stores in Japan. Hence, the Group is of the view that the continuous increase in the

demand of umbrellas in the future has to be met by our Group’s increase in production capacity.

In view of the stable demand from our Japanese customers and rising demand from our
PRC and other overseas customers, we plan to construct a new factory and hence entered into
a legally-binding memorandum with the government of An Qiu City (% [T{7) of Shandong
Province (II3R#), the PRC on 6 October 2014 (the “Memorandum”). According to the
Memorandum, the government of An Qiu City (% [-T{7) will provide our Group with a piece
of land of approximately 100 mu located in an industrial area of An Qiu City (‘%) for a
term of 50 years. Our Group will start construction of the new factory within three months from
the date of the Memorandum. The construction period is three-year. As at the Latest Practicable
Date, we have not started the construction of the new factory. According to further discussion
between our management and the government of An Qiu City (% [T117) of Shandong Province
(LI34#), we have agreed that the start of construction of the new factory will be postponed to
no later than the end of April 2015.
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In view of the production capacity is expected to reach maximum level in 2016, we trust
that we can manage to satisfy the increase in demand by maintaining one shift but extend the
working hours from eight hours to ten or 11 hours per day to increase our production capacity
on a temporary basis. In order to devise a long-term expansion plan, we consider that having
a new production plant is reasonable and necessary after taking into account the following
factors:

1. We consider that our capability in satisfying sales orders is vital to maintaining our
business relationship with our customers. With the existing production capacity of
the production plants after increasing the number of working hours, our production
capacity may still not be sufficient to meet the demand of our customers. Increasing
production capacity of our existing production plants by way of increasing number
of working hours of the existing production plants cannot be considered a long-term
commitment to our customers; and

2.  Experienced staff may not prefer staying with our Group in the event that they are
requested to work for the night shift regularly.

After detailed feasibility study was conducted on our expansion plan, which covered
market conditions, construction scale, selection of site and estimation of construction costs, our
Directors consider that An Qiu City (% ) is the most ideal location due to the fact that it
is located close to the port facility of Shandong Province (ILI# %) which is convenient to the
logistics arrangement to our Group given that majority of our sales is made to overseas markets
such as Japan. Prior to signing of the Memorandum, we considered the locations of Henan
Province (AR &) and Jiangxi Province (YLPY#) since the production cost of these two
provinces are known as cheaper. Due to the fact that these two provinces are situated in inland
China, we did not further consider these locations as it is considered that the logistic
arrangement is not convenient to our operation as most of our umbrellas are for export sales.
Fujian Province (8% %) was our another option. However, as confirmed by our Directors, it
is difficult to get land for construction of a new factory and recruitment of new labour is also
a challenge in Fujian Province (fi##%). Our Directors also take the view that the current
arrangement under the Memorandum, in particular with the provision of land for development
by the government of An Qiu City (% [T.T{7), is beneficial to the development of our Group in
the long run since we will have our new factory in An Qiu City (‘&4 [T.T{7) be partly responsible
for manufacturing of umbrella products for our markets in Japan, South Korea and East Europe
due to geographical proximity and convenience of delivery of our umbrella products to them,
whilst our production facilities in Fujian Province (ffi#%) can continue to serve our
customers in Japan as well as South East Asian markets. According to our feasibility study
conducted internally, our Directors confirm that we may obtain majority supply of our major
raw materials such as steel from Qinhuangdao (ZEE) of Shandong Province (LI ). As for
quality control of the new factory, we will adopt our existing one in our two production sites
in Fujian Province (fi##). We believe that the development of a new factory can help to
strengthen our production capacity which in turn can increase our competitiveness. Details of

our plan is set out as follows:

The government of An Qiu City (‘[ .Ti7) will assist us in pre-construction preparation
and obtaining the necessary approvals and permits.
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Having considered (i) the growth of the umbrella industry in Japan and the PRC; (ii) the
opportunity to capture such growth by our Group in the long run; and (iii) the demand of our
customers, we are of the view that it is reasonable to construct a new production factory.

Impact of our expansion plan

We believe we will be well-positioned to capitalise on the growing umbrella products
demand in the PRC, Japan and other overseas market which is in line with our historical results
of operations and our management’s experience. After our expansion, our working capital need
will increase due to the increased operation scale of our business. We plan to expand our team
on management of sales channels to oversee and monitor our expansion plan. With our standard
and well established management practices for our existing Yonghe Production Site and
Dongshi Production Site, our Directors believe that we are able to manage our expanded
production network and operation scale.

We expect that our expansion plan will have the following impact to our operations:

. Revenue. The average selling price of POE umbrellas and nylon umbrellas were
approximately RMB14.1 and RMB16.6 for the ten months ended 31 October 2014
respectively and we expect the average selling price of POE umbrellas and nylon
umbrellas will remain stable. When the new factory is completed, the estimated
increase in production capacity of POE umbrellas and nylon umbrellas will be
approximately 12 million units and 6 million units per annum respectively. As a
result of our expansion plan, we expect our revenue will be increased accordingly.

. Gross profit margin and net profit margin. The gross profit margin and net profit
margin of new factory is lower than that of existing factories due to the efficiency
of new factory is lower than the existing factories in the initial operational stage. We
plan to improve our gross profit margin and net profit margin of the new factory
matching to that of our existing levels of our existing factories within the next five
years.

. Operating costs. We plan to control our operating costs similar to that of our
existing factories level and we do not expect a material change in our operating costs

as a result of our expansion plan.

. Annual amortisation and depreciation expenses. The estimated annual
amortisation of land and depreciation expenses will be approximately RMBO0.4
million and RMB4 million respectively.

We continuously review our sale and operation performance in various markets and
strategically construct a new factory in An Qiu City (‘Z[T7) in particularly serving our
Japanese, South Korea and Eastern European markets. After due and careful inquiry and the
feasibility study conducted internally, our Directors are of the view that the expansion plan
would not have any significant financial and operational impact on our business.
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Regarding the management of our new factory in An Qiu City (‘% T.f), riding on our
current successful experiences in our Yonghe Production Site and Dongshi Production Site, we
initially plan to send our Mr. Yang Guang and Mr. Lin Zhenshuang to station in the new factory
in order to oversee and manage the operation and sales activity of this new factory. Mr. Yang
has always been in charge of supervision of our overall production including raw material
procurement, product quality control, staff recruitment and training and Mr. Lin has extensive
experience in charge of sales to our Japanese and Korean customers. Our Mr. Huang Wenji and
Ms. Chen Jieyou will continue to station in our Yonghe Production Site and Dongshi
Production Site for supervising the overall operation and sales matters.

The construction of the new factory

The construction of this new factory is expected to commence in the first quarter of 2015.
The breakdown of the estimated cost of which is set out below:

Project Total
Approximately RMB’000

1 Construction cost (Note) 73,500

2 Machinery and 3,400
equipment cost

3 Cost of land 18,000

4 Road and utilities 5,100
Total 100,000

Note: Construction cost includes building of new factory, staff quarter and office building.

The estimated cost will be fully financed by the use of proceeds. As at the Latest
Practicable Date, we did not pay for any consideration for the land located in An Qiu City (%

Fei).

The timetable of the construction of our new factory:

2015 2016 2017
Quarter
1 2 3 4 1 2 3 4 1 2 3 4

Implementation
Feasibility study
(Note 1)

Preliminary design
(Note 1)

Construction design
(Note 1)

Civil construction
(Note 2)

Equipment order and
installation of equipment
(Note 3)

Training and trial production
(Note 4)

Completion
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Note 1: Construction land planning permit, construction works planning permit and construction works
commencement permit will be applied and obtained for the construction and building of production
factory of our Group on the land.

Note 2: Civil construction includes two phases, being Ist phase for construction of part of the factory
building, staff quarter and office and 2nd phase for construction of the remaining factory building.

Note 3: 1t is expected that two production lines will be installed during the respective phases.

Note 4: 1tis expected that production labour will be recruited and trained for the new production plant during
the respective phases.

For our estimation on the total capital expenditure involved for the construction of the
new factory, please refer to the section “Future Plans and Use of Proceeds” of this prospectus.
In the event that the selection of site(s) of our future production plant(s) is only finalised after
the Listing, we will publish any further inside information in this regard in accordance with the
Listing Rules. We expect such capital expenditure will be fully financed by the use of proceeds.

OUR BUSINESS MODEL

We principally sell our POE umbrellas, nylon umbrellas and umbrella parts on export
basis to our overseas customers which accounted for approximately 80.8%, 89.9%, 88.3% and
76.1% of our total revenue for each of the three years ended 31 December 2013 and the ten
months ended 31 October 2014. During the Track Record Period, we exported our POE
umbrellas, nylon umbrellas and umbrella parts to markets such as Japan, Hong Kong, South
Korea, Taiwan, France and Cambodia. Our overseas customers would usually provide us with
their design and specification. Our sales personnel would closely communicate with our
customers. Depending on the specific needs of these overseas customers, our sales personnel
would put forward our suggestions for modifications to design and specification from our
research and development staff to our customers for their consideration. When customers
decide on the final design and specification, we would make samples and provide to our

customers for approval.

For domestic market, we sell our POE umbrellas, nylon umbrellas and umbrella parts to
our customers in the PRC which accounted for approximately 19.2%, 10.1%, 11.7% and 23.9%
of our total revenue for each of the three years ended 31 December 2013 and the ten months
ended 31 October 2014. Our domestic customers would place orders with us from selection of
our existing POE umbrellas and nylon umbrellas products which are all designed by our
research and development team. We sell some of our POE umbrellas and nylon umbrellas under
our Jicheng (%/%) brand through sales to our non-trading customers such as supermarkets
which accounted for approximately 5.4%, 2.8%, 2.4% and 2.1% of the total revenue for the
three years ended 31 December 2013 and the ten months ended 31 October 2014.

We also manufacture umbrella parts as an ancillary products mainly for our existing
customers, both overseas and domestic customers, some of which also purchased POE

umbrellas and nylon umbrellas from us.
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Our business model can be summarized as follows:

Export sales

Domestic Sales

provided by customers
initially and we would
make suggestions for

and specifications

Design and specifications

modification of such design

Product design
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g

g
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Enter into sales orders
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g |
~
Sales orders
received
= Y,

g
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Production
Quality Procurement of
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The following table sets out a breakdown of our revenue by business segments during the
Track Record Period:

For the year ended 31 December For the ten months ended 31 October
2011 2012 2013 2013 2014
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)
Export sales
POE umbrellas 212,840 654 286,028 758 372220 77.0 327272 718 316410 603
Nylon umbrellas - Straight 30,336 9.3 26458 1.0 16,597 34 14527 3.5 21728 53
Nylon umbrellas - Folded 17,152 53 24047 64 23,750 49 21,091 5.0 26,128 5.0
Umbrella parts* 2,112 ﬂ 2,552 ﬂ 14,378 ﬂ 12,453 ﬂ 29,115 j
Sub total 263,100 ﬂ 339,085 ﬂ 426,945 ﬂ 375,343 ﬁ 399,381 E
Domestic sales
POE umbrellas 12216 3.8 7751 20 14,808 3.1 10,604 2.5 60,356 115
Nylon umbrellas - Straight 5629 17 3,167 0.8 4740 1.0 4629 11 11,881 2.3
Nylon umbrellas - Folded 7089 22 3300 0.9 5053 L1 3871409 33489 63
Umbrella parts* 37,529 LS 24,058 ﬂ 31,469 ﬁ 25,991 ﬂ 19,596 ﬁ
Sub total 62,463 ﬂ 38,282 ﬂ 56,670 ﬂ 45,098 ﬂ 125,322 ﬁ
Total 325,563 100.0 377,367 100.0 483,615 100.0 420,441 1000 524,703 100.0
* Umbrella parts include mainly plastic cloth, shaft and miscellaneous parts.

Despite the sluggish economic condition in Japan during the Track Record Period, as
shown in the table below, our Group’s sales performance in Japan managed a steadily upward
trend mainly due to our strong relationship with our major Japanese customers and the quality
of our umbrella products. For details of our competitive advantages, please refer to the

paragraph headed “Competitive Strengths” in this section.
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During the Track Record Period, a majority of our sales were made to Japan and the PRC
customers. The following diagram illustrates the sales coverage of our umbrella products.

United Russia
Kingdom®
France ®
g South Korea
Mexico © @ .United States Spain® United Arab ‘.Japan
of America of Emirates @®PRC
India. ® @Taiwan
. ® © HongKong
Sri Lanka  Goyuth East Asia*

®  Sales coverage
* South East Asia includes Thailand, Vietnam and Cambodia.

The following table sets out a breakdown of our revenue by the top five geographical
locations of the customers during the Track Record Period:

For the ten months ended

For the year ended 31 December 31 October
Ranking 2011 2012 2013 2014

RMB’000 % RMB 000 % RMB’000 % RMB’000 %

1 Japan 246517 757 Japan 313916 832  Japan 366,825 759 Japan 312,255 59.5

2 PRC 62,463 192  PRC 38,282 10.1  PRC 56,670 1.7 PRC 125,322 23.9

3 Taiwan 7130 22 South 12,559 33 South 15,801 3.3 Hong Kong 28,872 5.5
Korea Korea

4 South Korea 3225 1.0 Taiwan 6,601 1.8 Taiwan 13,293 27 Cambodia 27,311 52

5 Vietnam 2,205 07  Vietnam 2,550 0.7  Thailand 9,061 1.9 South 12,314 2.3

Korea

Others* 39603 1.2 Others* 3459 09  Others* 21,965 4.5 Others* 18,629 3.6

Total 325,563 100.0 377,367 100.0 483,615 100.0 524,703 100.0
* Others mainly include France, US and other countries.

Notwithstanding the recent weakening of Japanese Yen against RMB and the US dollar,
our Group’s sales performance in the Japan market remained relatively stable for the
subsequent two months ended 31 December 2014. For the year ended 31 December 2014, our
export sales to Japan market amounted to RMB351 million, representing approximately 58.3%
of our total revenue, as opposed to RMB367 million, representing approximately 75.9% of our
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total revenue for the corresponding period in 2013. Despite the fact that the Japanese Yen
depreciated against RMB and the US dollar since 2013 and some of the Group’s customers in
Japan had to increase the selling prices of products to alleviate the effect of the weakening of
the Japanese Yen, our sales in Japan remained relatively stable.

OUR PRODUCTS

Our products are divided into three major categories: (i) POE umbrellas, (ii) nylon
umbrellas and (iii) umbrella parts such as plastic cloth and shaft.

According to Frost & Sullivan, an umbrella is a canopy designed to protect against rain,
sunlight, snow and other weather conditions. It usually consists of a circular fabric or plastic
canopy stretched over hinged ribs that radiate from a central shaft. The runner, together with
the stretcher and ribs, permits the canopy to be opened and closed so that the umbrella can be
carried with ease when not in use. According to fabric materials, rib materials, structure,
mechanical type, usage occasions and functions, umbrellas can be divided into different

categories. The key segmentations include the following:

: : : : : Usage Occasions
F M: Rib Materials
S - m o Type RO
( Umbrellas }

Parasols ]

Cloth Types” Manual Types ]

[
[ Semi-auto }
[

Steel plate Types J [ Straight Types J

[ Folding Types J Types

Paper Types

C
¢
Eullyanty } { Beach Types }

Ad Types
Golf Types
-~ Our Products { J
Children Types

* According to Frost & Sullivan, cloth umbrellas usually use nylon, polyester and etc. to be a canopy.
Plastic umbrellas refer to those covered with water-proof plastic sheet, which can be segmented into
PVC, POE and EVA in terms of fabric.

Types [ Special Types ]

Glass Fiber

ilk T
g s Types

) -

Plastic Types® J [ Bamboo Types
B
)

ammm o | e e

)
Aluminium }
J

There are standards for plastic umbrellas (QB-T 4152-2010) and umbrellas
(GBT23147-2008) which state quality control indicators as well as specifications for
manufacturing purpose rather than classification purpose. There are also common knowledge
and consistent understandings for the umbrellas classification among market participants based
on industry practice. Umbrellas are commonly divided into different segments (cloth
umbrellas, plastic umbrellas and others) according to the raw materials of canopy. There are
three types of plastic umbrellas in the Chinese umbrellas market so far, including POE, EVA
and PVC umbrellas, among which POE and EVA umbrellas are commonly regarded as
environmental friendly umbrellas while PVC umbrellas are not pursuant to the industry
practice because the material of PVC degrades very slowly and could release toxic when
fumes. Up to now, PVC umbrellas in China and other markets are seldom seen with a very
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minor market share in the overall umbrella markets. It is estimated that PVC umbrellas
production is no more than 10.0% of overall umbrellas market by 2013 in China, while in Japan
PVC umbrellas are even less. POE and EVA umbrellas are considered as environmental-
friendly pursuant to the industry practice based on the characteristics of the two materials. POE
is a relatively new class of polymers that emerged with recent advances. Umbrella fabric made
of POE and EVA is a biodegradable and recyclable substitute for PVC (which degrades very
slowly and release toxic when fumes), and is accordingly regarded as environmental-friendly.

The table below sets forth the breakdown of the revenue of our umbrella products during
the Track Record Period:

For the ten months ended

For the year ended 31 December 31 October
2011 2012 2013 2013 2014
RMB’000 %  RMB’000 %  RMB’000 % RMB’000 % RMB’000 %
(unaudited)

POE
umbrellas 225056 69.2 293,779 77.8 387,028 80.1 337876 80.4 376,766 71.8
Nylon
umbrellas 60,206  18.5 56,978 15.1 50,740 10.4 44,121 105 99,225 189
Umbrella
parts* 40,301 123 26,610 7.1 45847 95 38,444 9.1 48712 9.3
Total 325,563 100.0 377,367 100.0 483,615 100.0 420,441 100.0 524,703 100.0
* Umbrella parts mainly include plastic cloth, shaft and miscellaneous parts.

POE umbrellas

According to Frost and Sullivan, China has become the dominant exporter of plastic
umbrellas in Japan, contributing over 98.0% of the import value and volume of imported
straight umbrellas in Japan in 2013. For Japanese market, Plastic Umbrellas generally occupied
nearly 70.0% of total imported straight umbrellas.

Plastic umbrellas can be divided into PVC umbrellas, POE umbrellas and EVA umbrellas.
POE and EVA are environmentally friendly fabric, which are free of azo and heavy metal
chromium. Our plastic umbrellas are POE umbrellas which are predominantly for fulfilling
production orders for export and domestic sales. We have built a solid and broad export
customers base and exported our products to markets such as Japan, Hong Kong, South Korea,
Taiwan, France and Cambodia. During the Track Record Period, our export sales of our POE
umbrellas were approximately RMB213 million, RMB286 million, RMB372 million and
RMB316 million, accounting for approximately 65.4%, 75.8%, 77.0% and 60.3% of our total
revenue, respectively while domestic sales of POE umbrellas were approximately RMB12
million, RMB8 million, RMB15 million and RMB60 million, accounting for approximately
3.8%,2.0%, 3.1% and 11.5% of our total revenue respectively. We also market POE umbrellas
under our Jicheng (%) brand through sales to our non-trading customers such as
supermarkets in the PRC.
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We place heavy emphasis on the quality of our products and we ensure that our products
fulfill the stringent specifications and requirements by our export customers. We have the
autonomy to source raw materials from suppliers of our choice, which ensured we can obtain
quality raw materials with reasonable price, combined with our streamlined and systematic
production lines, the finished products have always met the request of our customers. There has
been no material complaints nor return-products requests received during the Track Record
Period.

The photographs below show certain of our POE umbrellas products.

Range of

selling

price per

Range of Range of Range of unit

selling selling selling in the

price per price per price per first ten

Sample unit unit unit  months of

Product type pictures in 2011 in 2012 in 2013 2014
(RMB) (RMB) (RMB) (RMB)

Straight B - 7-13 8-15 11-16 10-19

umbrella \?K\ 4

Nylon umbrellas

Similar to our POE umbrellas, we manufacture and sell our nylon umbrellas to both of our
overseas and domestic customers. During the Track Record Period, the export sales of our
nylon umbrellas were approximately RMB47 million, RMB51 million, RMB40 million and
RMB54 million, representing approximately 14.6%, 13.4%, 8.3% and 10.3% of our total
revenue while domestic sales of nylon umbrellas were approximately RMB13 million, RMB6
million, RMB10 million and RMB45 million, accounting for approximately 3.9%, 1.7%, 2.1%
and 8.6% of our total revenue respectively. We also sell some of our nylon umbrellas under our
Jicheng (#£h{) brand through sales to our non-trading customers such as supermarkets in the
PRC. For our Jicheng (4£/%) brand, our research and development team prepares design and
conducts assessment for manufacturing feasibility, safety and quality issues. Irrespective of
whether the design and specification originate from us or provided by our customers, we then
make samples for customers’ selection and approval, as the case may be. After we receive
purchase orders from our customers, we proceed to manufacture the umbrella products.
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The photographs below show certain of our nylon umbrellas products.

Product types

Two-folded
umbrella

Three-folded

umbrella

Straight
umbrella

Umbrella parts

Range of
selling
price per
unit

in 2011
(RMB)

7-10

11-30

8-12

Range of
selling
price per
unit

in 2012
(RMB)

11-11

11-16

Range of
selling
price per
unit

in 2013
(RMB)

18-18

11-15

12-19

Range of
selling
price

per unit
in the
first ten
months of
2014
(RMB)

18-27

12-22

13-20

During the Track Record Period, we also manufactured umbrella parts as an ancillary

products mainly for our existing customers, both overseas and domestic customers, some of

which also purchased POE umbrellas and nylon umbrellas from us.

During the Track Record Period, our export sales of our umbrella parts were
approximately RMB3 million, RMB3 million, RMB14 million and RMB29 million,
representing approximately 0.8%, 0.7%, 3.0% and 5.5% while domestic sales of our umbrella
parts were approximately RMB38 million, RMB24 million, RMB31 million and RMB20

million, accounting for approximately 11.5%, 6.4%, 6.5% and 3.8% respectively.
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The photographs below show certain of our umbrella parts products:

Range of
selling
price per
Sample unit
Product types pictures in 2011
(RMB)
Plastic 11-19
Cloth(Nnte 1) e 778
Shaft 2-2
Ribs 2-4
—ﬁ—?—” -
Caps and | 1-3
handles Ud i ”
Notes:
1. Unit for plastic cloth is Kilogram
2. There was no sale during the respective period.

Jicheng (55X) brand

Range of
selling
price per
unit

in 2012
(RMB)

11-16

2-2

3-5

N/A(Nole 2)

Range of
selling
price per
unit

in 2013
(RMB)

11-16

0.4-0.5

4-7

2-3

Range of
selling
price

per unit
in the
first ten
months of
2014
(RMB)

12-19

N/A(Note 2)

5-9

2-3

We position our Jicheng (%) brand with a dual focus on providing our branded

prospectus for additional information.
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umbrellas in attractive designs and with functionality. We also aim to set the standards for
umbrella products and to provide consumers with good quality and functional products. We
registered our Jicheng (4£)i) brand trademarks in 2011. As at the Latest Practicable Date, we
had 20 trademarks registered in the PRC. Please refer to the Section headed “Statutory and
General Information — C. Intellectual Property Rights of Our Group” in Appendix VI to this
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PRODUCTION
Production sites

We manufacture our products at our Dongshi Production Site and Yonghe Production Site
both located in Fujian Province, the PRC. Our Dongshi Production Site first commenced
production in 1996 and our Yonghe Production Site commenced production in 2007. The
production sites and other ancillary facilities we operate have a total site area of approximately
78,644 sq.m. and a total gross floor area of approximately 99,228 sq.m.. Our production
process is partly automatic and labour intensive. Except for the production of plastic cloth in
Yonghe Production Site and shaft in Dongshi Production Site, the production facilities of our
Dongshi Production Site and Yonghe Production Site are largely identical and interchangeable

for production of our POE umbrellas, nylon umbrellas and umbrella parts products.
Dongshi Production Site

Our Dongshi Production Site is located in Dongshi town, Fujian Province (f2#:8 #f
$H). It occupies a total site area of 25,808 square metres and total gross floor area of 46,130
square metres. We carry out annual and half-year inspection of our production facilities and

equipment to ensure that our production lines operate efficiently and at optimal levels.
Yonghe Production Site

We continue to expand our production facilities to cater for our further development. Our
Yonghe Production Site is our relatively new production facilities which is located at Yonghe
town, Fujian Province (4% /K f#1). The reason for such expansion was due to insufficient
production capacity at the Dongshi Production Site. Our Yonghe Production Site occupies a
total site area of 52,836 square metres and a total gross floor area of 53,098 square metres.
Construction of the new 10-storey office building in our Yonghe Production Site commenced
in 2014 and its operation is expected to commence in 2015. The planned gross floor area is
approximately 10,782 sq.m. As at the Latest Practicable Date, we had incurred approximately
RMBI11 million for construction of the new office building and the amount of capital

expenditure to be incurred is approximately RMB4.1 million.

During the Track Record Period, we had certain non-compliance incidents in relation to
our lands and buildings. For details, please refer to the paragraph headed “Non-Compliance

Incidents” in this section.

The table below sets out the effective designed capacity, the actual production volume and
the effective utilisation rate of the two production sites of our Group during the Track Record
Period:
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The table below sets forth a summary of the information on our two production sites as
at the Latest Practicable Date:

Year of
Total Gross commencement Range of  Workforce as
Floor Area of workforce at Latest
(approximate, manufacturing  during Track Practicable
$q.m.) operation  Record Period Date
Dongshi Production Site 46,130 1996 648-982 1,010
Yonghe Production Site 53,098 2007 561-843 884

The table below sets forth the production capacity of the two production sites during the
Track Record Period:

Year ended 31 December Ten months ended
2011 2012 2013 31 October 2014
Yonghe  Dongshi Yonghe  Dongshi Yonghe  Dongshi Yonghe  Dongshi
Production Production Production Production Production Production Production Production
Site Site Total Site Site Total Site Site Total Site Site Total

Unit'000 — Unit000  Unit'000  Unit'000  Unit'000 — Unit'000 — Unit'000  Unit'000  Unit'000  Unit'000  Unit'000  Unit'000

Estimated

maximum

capacity?
POE umbrellas 14,118 14,567 28,685 23,625 14,625 38,250 24750 15,750 40,500 19,602 12474 32,076
Nylon umbrellas 5,354 4,604 9,958 53715 4,603 9,998 53715 4,623 9,998 4257 3,601 7918

19472 19,171 38,643 29,000 19,248 48,248 30,125 20373 50,498 23859 16,135 39,994

Actual production
POE umbrellas 1221 8,218 20,495 12,282 11,406 23,688 10,215 14,970 25,185 14,601 12,329 26,930
Nylon umbrellas 2814 1,632 4,446 2,018 1323 3,341 1,243 1,765 3,008 3,051 3,074 6,125

15,091 9,850 24941 14,300 12,729 27,029 11,458 16,735 28,193 17,652 15,403 33,055

Utilisation rate™

POE umbrellas 87% 56% 1% 52% 8% 62% 41% 95% 62% 4% 99% 84%
Nylon umbrellas 53% 35% 45% 38% 29% 33% 23% 38% 30% 2% 84% 1%
Total % 51% 65% 49% 66% 56% 38% 82% 56% 4% 95% 83%
Notes:

@) The estimated maximum capacity is calculated for illustration purpose only, based on 365 days per year
except for public holidays and 8 working hours per day.

(ii)  The utilisation rate for the year 2011, 2012, 2013 is calculated by dividing the actual production of a
year by the estimated maximum capacity of the year. The utilisation rate for the ten months ended 31
October 2014 is calculated by dividing the actual production of the period by the estimated maximum
capacity of 300 days.
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For the three years ended 31 December 2013, the utilisation rate of our Yonghe
Production Site was on a decreasing trend from 77% to 38%, while it was on an increasing
trend from 51% to 82% for that of our Dongshi Production Site. The decrease in utilisation rate
in Yonghe Production Site was primarily due to the increase in production capacity as a result
of the purchase of more production machineries from approximately 19 million units in 2011
to 30 million units in 2013 and the loss of labour force starting from 2012. Our Directors
confirmed that the loss of labour force was mainly because many of these workers did not
return to Yonghe Production Site after Chinese new year holiday. Instead, they preferred to
look for a job in their hometown provinces. In order to alleviate the loss of labour issue, we
took various measures including (i) adjusting salary moderately, (ii) improving working
environment such as improvement works to the dormitory and staff canteen, and (iii) providing
on-job training to current staff in order to increase their job satisfaction, albeit the repetitive
production procedure. Compared to our workers in Dongshi Production Site who are
considered more loyal due to their longer length of service with us generally, our workers in
Yonghe Production Site are relatively newer with shorter length of service with us and
therefore are considered not as stable as our workers in Dongshi Production Site. Subsequently,
this led to the increase in utilisation rate of Dongshi Production Site because we had to
reallocate a portion of our production there in order to meet sales order from our customers.
For the ten months ended 31 October 2014, the utilisation rate of each of our Yonghe
Production Site and Dongshi Production Site reached 74% and 95% respectively. The reason
for such increase was primarily due to increase in our sales in the relevant period. According
to the feasibility report conducted by our Group, it is relatively easier to recruit skilled-labour
in Shandong Province (IlI#) due to a slightly higher salary level compared to other
provinces we studied such as Jiangxi Province (YLP§#) and Henan Province (JIFIH).
Accordingly, our Directors are of the view that the issue of shortage of labour in Shandong
Province (LI ) is less likely.

The table below shows the production volume of our two production sites during the
Track Record Period:

Year ended 31 December Ten months ended
2011 2012 2013 31 October 2014
Units’000 Units’000 Units’000 Units’000

Production Volume
Dongshi Production Site 9,850 39.5% 12,730 47.1% 16,734 59.4% 15,403 46.6%
Yonghe Production Site 15,091 60.5% 14,300 52.9% 11,458 40.6% 17,652 53.4%

24941 100.0% 27,030  100.0% 28,192  100.0% 33,055  100.0%
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The table below shows the types of umbrella produced by percentage in our two

production sites during the Track Record Period:—

Types of Dongshi Yonghe
Umbrella Production Site Production Site
Units’000 Units’000
Year ended 31 2011 POE 8,218 83% 12,277 81%
December Nylon 1,632 17% 2,814 19%

9,850 100% 15,091 100%

2012 POE 11,406 90% 12,282 86%
Nylon 1,323 10% 2,018 14%

12,729 100% 14,300 100%

2013 POE 14,970 89% 10,215 89%
Nylon 1,765 11% 1,243 11%

16,735 100% 11,458 100%

Ten months ended 2014 POE 12,329 80% 14,601 83%
31 October Nylon 3,074 20% 3,051 17%

15,403 100% 17,652 100%

Production process

Modern umbrellas are made by a hand-assembly process that, except for a few steps such
as shaft production and stamping, can be done by semi-skilled workers. Unlike cloth umbrellas
that need hand-made cutting and sewing for cloths canopy, plastic umbrellas use machines to
make plastic canopy, which can save labour costs. We have an integrated production chain
covering most of necessary procedures such as POE film punching, plastic canopy cutting,
shaft making, ribs and stretchers assembling which can save cost and ensure quality for the

products.

We carry out production of our POE umbrellas and nylon umbrellas both in our Dongshi
Production Site and Yonghe Production Site. For our POE umbrellas, apart from electroplating
which is outsourced to independent third party contractors for processing, we are capable of
manufacturing all the key components of an umbrella from canopy, accessories to shaft and

handle. For our nylon umbrellas which is mainly folding umbrella, our production focuses on
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assembly of components such as ribs and shaft, part of which are manufactured by us. We also
purchased from suppliers cloth fabric for canopy production and some specific items as
required by our customers such as wooden handle and special design parts. We outsourced to
independent third party contractors for cloth-dyeing in order to meet certain specific

requirement of our customers.

The key components of an umbrella are shown in the picture below:

tretcher

Cap < /
- s

Runner

Tip

Shaft

Button
X /

Handle
Rib

The following flowchart shows the key production process of our POE umbrellas and

nylon umbrellas:

Common
production process

POE Canopy Production Nylon Canopy Injection Molding Shaft Production .
Workshop Processing Workshop Workshop Workshop Stamping Workshop
' y
Cloth-dyeing (Outsourcing) Electroplating (Outsourcing)

v v

POE Umbrellas Workshop Nylon Umbrellas Workshop

With the assistance of certain machineries, our production process is largely labour
intensive and is comprised of two major processes, namely (i) production of spare parts; and
(i1) manual assembling of spare parts into final products. As shown in the flowchart above, key
common production processes, including injection molding, shaft production, stamping and
assembly of rib and stretcher, are for production and assembly of the spare parts (such as rib,
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cap and rubber) for our POE umbrellas and nylon umbrellas. We produce canopy for our POE
umbrellas and we purchase ready-made cloths for our nylon umbrellas for our domestic
customers. We outsource electroplating of our shaft and cloth-dyeing of our nylon canopy to
independent third parties. Upon completion of the common production processes, our workers
will assemble our POE umbrellas and nylon umbrellas in our POE umbrellas workshop and
nylon umbrellas workshop respectively.

Details of our key production processes include the following:

Injection Molding . This process is for the manufacture of spare
parts including cap, tip, runner, handle and
others.

. The steel plate is rolled and cut into hollow

metal pipes, then pierced holes on the certain
parts of the pipes in order to insert catch
springs.
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Stamping

Electroplating

Cloth-dyeing

Stamping involves with machines that stamp
flat sheet metals into set shape of the
stretchers and ribs.

Electroplating is for forming a coherent
metal coating on the shaft for rustic-proof
and better appearance purpose. We outsource
this part to our independent third party
contractors. For details, please refer the
paragraph headed “Subcontracting of
Electroplating and Cloth-Dyeing” in this
section below.

Cloth-dyeing is for dyeing the cloth fabric
according to specific requirements of our
customers. We outsource this part to our
independent third party contractors. For
details, please refer to the paragraph headed
“Subcontracting of Electroplating and
Cloth-Dyeing” in this section below.
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Assembling of umbrella hive . Our workers assemble rib, stretcher, runner
' and other spare parts (including eyelets to
connect ribs) to form the hive of an
umbrella.

POE canopy production . We purchase chemical materials and produce
i our POE canopy.

POE umbrellas assembly and . Our workers will manually assemble spare
nylon umbrellas assembly parts with canopy to turn them into final

) NI s

product.
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Subcontracting of electroplating and cloth-dyeing

All of the shafts of our umbrella products require electroplating. For our nylon canopy
production, it involves cloth dyeing process depending on specific request from our customers.
In such case, since we do not have electroplating and cloth-dyeing facilities, the electroplating
and cloth-dyeing processes are subcontracted to electroplating and cloth-dyeing factories, all
of which are Independent Third Parties. We have a list of qualified subcontractors and we will
review their performance, standard of services provided and subcontracting fees charged from

time to time.

Our typical subcontracting arrangement includes the following:

. the subcontracting agreement sets forth the subcontracting fees charged by the
subcontractors and the quantities of the umbrella which requires electroplating
and/or cloth-dyeing;

. upon completion of the subcontracting process by the subcontractors, our quality
control staff will inspect the quality of the plated shaft in accordance with the agreed

technical requirements upon delivery of the finished products by our subcontractors.

During the Track Record Period, the subcontracting fees paid to our subcontractors
amounted to approximately RMB7 million, RMBS5 million, RMBS5 million and RMB9 million,
respectively, representing approximately 2.6%, 1.6%, 1.3% and 2.3%, respectively, of the total
cost of sales during the same period. We had not received any material claims or complaints
by our customers in respect of the quality of the plated shafts processed by our subcontractors

during the Track Record Period.

According to Frost & Sullivan after enquiry with relevant industry participants, there are
approximately 50 to 100 companies in Jinjiang area which provide electroplating services,
whilst there are approximately 200 to 300 companies which provide cloth-dyeing services in
the same area. There are no associations relating to the qualifications for cloth-dyeing and
electroplating subcontractors, nor any such official full-list was available. During the Track
Record Period, our Group had engaged 11, 13, 14 and 15 electroplating subcontractors
respectively and 3 cloth-dyeing subcontractors throughout the same period. Due to large
number of subcontractors available in the market, our Directors take the view that our Group
does not rely on our existing subcontractors in providing electroplating and cloth-dyeing

services to our Group.

We have not entered into any long-term agreements with our subcontractors and we
placed orders with them on an order-by-order basis, but we believe we have managed to
maintain a good relationship with our subcontractors. During the Track Record Period, we did

not experience any material disputes with our subcontractors.
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PROCUREMENT

We use a variety of raw materials and accessories in our manufacturing processes. The
principal raw materials such as steel plate, chemical materials (which mainly include LDPE
and LLDPE), plastic cloth, nylon cloth and certain components of umbrella frame (such as ribs
and shaft). We believe that the supply of these materials is currently sufficient for our
production needs. We also procure other raw materials such as packaging materials from our
suppliers.

The following table sets out the amount of each type of raw materials purchased by us and
their approximate percentage of our total purchase of raw materials during the Track Record
Period:

For the year ended 31 December For the ten months ended 31 October
2011 2012 2013 2013 2014
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)
Chemical
materials (Note 1) 68,164 312 56979 284 90809 369 65117 354 108931 384
Steel plate 64,547 295 59955 300 99,520 405 70,154 381 102,403  36.1
Components of
umbrella
frame (Note 2) 27,668 127 23284 116 20980 85 15973 87 25452 90
Plastic cloth 20905 123 39,020 194 20203 82 20,263 11.0 8925 3l
Nylon cloth 153 97 10327 5.1 5319 22 4797 26 29255 103
Packaging materials 399 18 4867 24 6,084 27 574 31 5398 19
Others (Note 3) 6,078 28 6310 3.1 2336 1.0 2036 L1 3224 12
Total 218,509 100.0 200,748 100.0 245971 1000 184,064 1000 283,588 100.0
Notes:

(1) Chemical materials mainly include LDPE and LLDPE.
(2)  Components of umbrella frame includes parts such as ribs and shaft.

(3)  Others include molds, plastic accessories and glass fiber.

Our total cost of purchase of raw materials amounted to about approximately RMB219
million, RMB201 million, RMB246 million and RMB284 million for each of the three years
ended 31 December 2013 and the ten months ended 31 October 2014. During the Track Record
Period, there was no material amount of defective raw materials returned to our suppliers or

unsatisfactory finished products reprocessed or disposed by our Group.
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Management of the cost of raw materials

To ensure a stable supply of raw materials, we generally purchase raw materials from
multiple sources wherever possible. We do not enter into any long-term contracts with our
suppliers. We purchase raw materials from our suppliers through purchase agreements, which
generally set forth the types of raw materials to be purchased, the specifications and the price.
We do not have any hedging policies against any risks of fluctuation in the raw material costs,
but we closely monitor the market prices of the raw materials.

Our Group’s purchases of raw materials were generally settled with an average credit term
of 30 to 120 days. We consider that controlling the level of inventory is important to overall
profitability. In order to effectively control our inventory levels, we generally plan the purchase
of raw materials after the receipt and confirmation of customers’ orders. During the Track
Record Period, we have not experienced any shortage of raw materials. Our Group also
maintains an inventory management policy whereby we perform full stock take twice a year to

ensure the accuracy and correctness of stock-in and stock-out information on record.

Principal suppliers

We source our raw materials from domestic and overseas suppliers. We select our
suppliers by assessing various factors such as the size of their operations, price, quality of their

raw materials, know-how in the industry and their punctuality in delivery.

We have established stable purchasing relationships with multiple suppliers. As at the
Latest Practicable Date, the top five of which have had a business relationship with us for a
period ranging from one to seven years. Please refer to the table below for details of the top
five suppliers during the Track Record Period.

We procure raw materials such as chemical materials under supply agreements with a

number of suppliers based on terms that are negotiated every time we order such materials.

During the Track Record Period, purchases from our five largest suppliers accounted for
approximately 36.6%, 29.4%, 43.4% and 42.5%, respectively, of our total purchases, while
purchases from our largest supplier accounted for approximately 8.7%, 9.5%, 19.6% and
18.2%, respectively, of our total purchases during the same period. We usually pay our top five
suppliers by telegraphic transfer and bank transfer. None of our Directors, their respective
associates or shareholders holding more than 5.0% of the issued share capital of our Company
had any interest in our five largest suppliers during the Track Record Period and up to the
Latest Practicable Date. We had not experienced any material shortage or delay in the supply
of products during the Track Record Period.
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The following table sets out our top five suppliers during the Track Record Period:

For the year ended 31 December 2011

Supplier

Supplier A

Supplier
B(Note 1)

Supplier C

Supplier D

Background and principal
business nature

Listed company under Tokyo
Stock Exchange which is
engaged in the sales of
chemical materials such as
polypropylene and
polyethylene

Private limited company
being one of the
subsidiaries under a Group
based in PRC whose
principal business includes
importing and exporting
various products such as
umbrellas, shoes and
clothing

Private limited company
based in PRC whose
business scope includes
the wholesaling and
retailing of metals,
construction materials and
chemical products

Private limited company
based in PRC which is
engaged in importing and
exporting various
commodities such as metal
and chemical raw
materials

Years of
relationship
Major (up to 31
products October Transaction
purchased 2014) amounts
(RMB’000)
(approximately) (approximately)
chemical 7 18,920
materials™ ¥
plastic cloth 2 17,182
chemical 4 16,179
materials ™' ¥
and steel
plate
chemical 3 14,355
materials™ ¥
and steel
plate
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Year in which the
supplier was one of
our Group’s five
largest suppliers and
approximate % of
total purchase of our
Group

(approximately)

2011: 8.7

2011: 7.9
2012: 5.4

2011: 7.4

2011: 6.6
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Supplier

Supplier E

Notes:

Background and principal
business nature

Private limited company

based in PRC whose
business scope includes

the production and trading

of metal, alloy, minerals
and its related products
such as metal plates

Major
products
purchased

steel plate

Years of

relationship

(up to 31

October Transaction

2014) amounts
(RMB’000)

(approximately) (approximately)

3 13,212

Year in which the
supplier was one of
our Group’s five
largest suppliers and
approximate % of
total purchase of our
Group

(approximately)

2011: 6.0
2012: 44

(1) Supplier B underwent change of ownership and company name in March 2013 and it has become one of our
customers in 2014, namely, Customer G.

(2)  chemical materials mainly include LDPE and LLDPE.

For the year ended 31 December 2012

Supplier

Supplier F

Background and principal
business nature

Private limited company in

PRC whose main business

includes trading various
types of chemicals
materials

Major
products
purchased

plastic cloth
and
chemical

materials¥°© 2

Years of

relationship

(up to 31

October Transaction

2014) amounts
(RMB’000)

(approximately) (approximately)

6 18,995
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Year in which the

supplier was one of

Years of our Group’s five
relationship largest suppliers and
Major (up to 31 approximate % of
Background and principal  products October Transaction  total purchase of our

Supplier business nature purchased 2014) amounts  Group
(RMB’000)
(approximately) (approximately) — (approximately)

Supplier G Sole proprietorship business  chemical 6 13,223 2012: 6.6
under a Group based in materials™*® ? 2013: 6.6
Singapore which is Ten months ended
principally engaged in 31 October
petrochemicals processing 2014: 3.7
and extraction and
production of fuel oil

Supplier Private limited company plastic cloth 2 10,929  2011: 7.9

g D being one of the 2012: 5.4

subsidiaries under a Group
based in PRC whose
principal business includes
importing and exporting
various products such as
umbrellas, shoes and
clothing

Supplier E Private limited company steel plate 3 8,792 2011: 6.0
based in PRC whose 2012: 44
business scope includes
the production and trading
of metal, alloy, minerals
and its related products
such as metal plates

Supplier H Private limited company steel plate 2 6,988  2012: 3.5
based in PRC which is 2013: 19.6
principally engaged in the Ten months ended
production and trading of 31 October
steel plate, machinery and 2014: 18.2
spare parts of automobile

Notes:

(1)  Supplier B underwent change of ownership and company name in March 2013 and it has become one of our
customers in 2014, namely, Customer G.

(2)  chemical materials mainly include LDPE and LLDPE.
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For the year ended 31 December 2013

Supplier

Supplier H

Supplier

Supplier G

Supplier J

Supplier K

Note: chemical materials mainly include LDPE and LLDPE.

Background and principal
business nature

Private limited company
based in PRC which is
principally engaged in the
production and trading of
steel plate, machinery and
spare parts of automobile

Private limited company
based in PRC which is
principally engaged in the
trading of minerals,
plastics and chemicals
materials

Sole proprietorship business
under a Group based in
Singapore which is
principally engaged in
petrochemicals processing
and the extraction and
production of fuel oil

Private limited company
based in PRC whose
principal business includes
the production and trading
of steel plate and its
related products

Private limited company
based in Malaysia which
is principally engaged in
trading high density
polyethylene and ethylene

Major
products
purchased

steel plate

plastic cloth

and
chemical

materials

chemical

materials

steel plate

chemical
materials

(Note)

(Note)

(Note)

Years of

relationship

(up to 31

October Transaction

2014) amounts
(RMB’000)

(approximately) (approximately)

2 43,219

1 18,161

6 16,217

| 12,736

l 11,242
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Year in which the
supplier was one of
our Group’s five
largest suppliers and
approximate % of
total purchase of our
Group

(approximately)

2012: 3.5

2013: 19.6

Ten months ended
31 October
2014: 18.2

2013: 7.4

2012: 6.6

2013: 6.6

Ten months ended
31 October
2014: 3.7

2013: 5.2

2013: 4.6

Ten months ended
31 October
2014:2.3
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For the ten months ended 31 October 2014

Supplier

Supplier H

Supplier L

Supplier G

Supplier M

Supplier N

Note: chemical materials mainly include LDPE and LLDPE.

Background and principal
business nature

Private limited company
based in PRC which is
principally engaged in the
production and trading of
steel plate, machinery and
spare parts of automobile

Private limited company
based in PRC which is
principally engaged in
trading steel plate plank
and plastic cloth

Sole proprietorship business
under a Group based in
Singapore which is
principally engaged in
petrochemicals processing
and the extraction and
production of fuel oil

Private limited company
based in PRC which is
engaged in the export of
umbrellas and import of
chemical materials mainly
to Fujian province

Private limited company
based in PRC which is
engaged in the trading of
high density polyethylene
and polyethylene

Major
products
purchased

steel plate

steel plate

chemical

materials ™

plastic cloth
and
chemical

materials ™

chemical

materials™'®

Years of

relationship

(up to 31

October Transaction

2014) amounts
(RMB’000)

(approximately) (approximately)

2 51,554

| 23,004

6 10,449

1 9,016

1 8,647
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Year in which the
supplier was one of
our Group’s five
largest suppliers and
approximate % of

total purchase of our

Group

(approximately)

2012: 3.5

2013: 19.6

Ten months ended
31 October
2014: 18.2

Ten months ended
31 October
2014: 8.1

2012: 6.6

2013: 6.6

Ten months ended
31 October
2014: 3.7

Ten months ended
31 October
2014: 3.2

Ten months ended
31 October
2014: 3.0
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During the Track Record Period, there was no material cancellation of purchase orders
placed by us with our suppliers. Additionally, none of our suppliers had filed for bankruptcy,
insolvency or similar proceedings during the Track Record Period.

Our suppliers typically grant us credit terms between 30 to 120 days. Transportation fees

are usually borne by our suppliers.
UTILITIES

During the Track Record Period and the ten months ended 31 October 2014, electricity
and water supplies in Fujian Province (2% #) were adequate and stable and we did not
experience any shortage of electricity or water that resulted in a material disruption in our
operations. The consumption of electricity and water accounted for approximately 2.1%, 1.9%,
1.4% and 1.4% of our total cost of production for continuing business during the corresponding
period, respectively. We also did not experience any accident causing material damage to our

production facilities or a suspension of production.
INVENTORY CONTROL

We have a stringent inventory control policy to monitor our inventory levels and minimise
obsolete inventory. We monitor the usage of the current period’s inventory and estimate the
amount of any obsolete raw materials and finished goods.

Our inventory balance includes raw materials, work in progress and finished goods. We
have instituted the following major inventory management procedures to ensure efficient

management of our inventory:

. all purchases of raw materials, parts and accessories must be authorised and
approved by the heads of production and procurement departments and recorded in

our inventory management system;

. all incoming raw materials, parts and accessories must be examined and verified

against our purchase orders before acceptance;

. all outgoing raw materials, parts and accessories for production use must be
authorised by the production department and recorded in our inventory management
system;

. delivery of all finished goods is recorded in our inventory management system; and

. half-year and annual inventory counts are performed to ensure that the number of
items in our storage facilities correspond with all record entries recorded during the
relevant period.
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In order to avoid accumulation of inventories in our warehouse, we purchase raw
materials based on customers’ purchase orders. Upon receiving purchase orders from
customers, our sales manager records the orders and passes such record to the production
department. The production department then fills in a monthly record which sums up all the
purchase orders in a month. This is then passed to the sourcing department where raw materials
are ordered from our suppliers according to the purchase orders placed by our customers.

SALES AND MARKETING

POE umbrellas and nylon umbrellas we manufacture are mainly sold to overseas
customers majority of which are trading companies in Japan, and these customers in turn sell
the products under other brands or their own brand names. For domestic market, we
manufactured POE umbrellas and nylon umbrellas, part of them under our Jicheng (4E/%)
brand, which are mainly sold through trading companies in the PRC with a small portion sold
directly to other non-trading companies such as supermarkets. We also sold our umbrella parts
to our customers overseas and in the PRC.

The following table sets out our revenues by sales channel during the Track Record
Period:

Year ended 31 December For the ten months ended 31 October
2011 2012 2013 2013 2014
RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %  RMB’000 %
(unaudited)
Export sales
POE umbrellas 212,840 654 286,028 75.8 3712220 710 0 327272 718 316,410 60.3
Nylon umbrellas - Straight 30,336 9.3 26,458 7.0 16,597 34 14527 35 21728 53
Nylon umbrellas - Folded 17,152 5.3 24047 6.4 23,750 49 21,091 5.0 20,128 5.0
Umbrella parts* 2,772 ﬂ 2,552 ﬂ 14,378 ﬂ 12,453 ﬂ 29,115 j
Sub total 263,100 ﬂ 339,085 ﬂ 426,945 & 375,343 ﬂ 399,381 ll
Domestic sales
POE umbrellas 12216 38 1151 20 14808 3.1 10,604 25 60,356 115
Nylon umbrellas - Straight 56029 17 3,167 0.8 4740 1.0 4,629 1.1 11,881 23
Nylon umbrellas - Folded 7,089 2.2 3306 09 5653 11 3874 09 33489 6.3
Umbrella parts* 37,529 ﬁ 24,058 ﬂ 31,469 ﬂ 25,991 ﬂ 19,596 ﬁ
Sub total 02,463 ﬂ 38,282 ﬂ 56,670 ﬂ 45,098 ﬂ 125,322 ﬂ
Total 325,563 100.0 377,367 100.0 483,615 100.0 420441 100.0 524,703 100.0
* Umbrella parts include mainly plastic cloth, shaft and miscellaneous parts.
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The following table sets out our sales volume by unit of our POE umbrellas and nylon

umbrellas during the Track Record Period:

Year ended 31 December For the ten months ended 31 October
2011 2012 2013 2013 2014
units 000 % units "000 % units "000 % units "000 % units "000 %

POE umbrellas 21,133 813 24527 846 29539 88.8 25,840 888 26,759 818
Nylon umbrellas 4876 187 4448 154 38 112 3215 112 59603 182
Total 26,009 100.0 28975 100.0 33257 100.0 29,115 100.0 32,722 100.0

Our customers

We recognize revenue from the sale of our products when they are delivered to our
customers. Our customers include overseas and domestic trading companies and end-customers
such as supermarkets. During the corresponding period, sales to our Group’s five largest
customers accounted for approximately 59.9%, 60.3%, 47.7% and 53.3% respectively of total
revenue. Sales to our largest customer accounted for approximately 24.5%, 26.1%, 21.1% and

20.0% respectively of our total revenue for the corresponding periods.
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Note 1: Customer G, as new customer of our Group since 2014, was also a supplier to our Group during the years
ended 31 December 2011 and 2012, namely, Supplier B.

Note 2: Customer I, started business relationship with our Group since 2013, was ranked 19 in terms of total
revenue attributable to our Group in 2013.

None of our Directors, their respective associates or shareholders holding more than 5.0%
of the issued share capital of our Company had any interest in our five largest customers during
the Track Record Period and up to the Latest Practicable Date.

Trading companies

Our POE umbrellas, nylon umbrellas and umbrella parts are mostly sold to trading
companies in Japan and other overseas markets, including trading companies in the PRC.
During the Track Record Period, the majority of our trading companies customers are based in
the Japan. To the best knowledge of our Directors, (i) our trading companies customers in
Japan further sell our umbrella products to their customers including convenient stores,
department stores, supermarkets, drug stores and shops at train stations; and (ii) majority of our
trading companies customers in Japan purchase our products after they receive purchase orders
from their end customers.

There is no resale restriction clause in our sales agreement with our PRC trading
companies customers. As such, our trading companies customers may further sell our umbrella
products overseas provided that they have the right to export and they comply with relevant
PRC export laws and regulation. To the best knowledge of our Directors, part of our PRC
trading companies customers further resale our umbrella products to customers in the PRC and
part of our PRC trading companies customers also resale our umbrella products to their
overseas customers in markets where our own customers are also located in. Through the
communication between our sales staff and our customers, we may also gather more
information on such resale of our trading companies customers including the feedback on our
products from their respective customers.

While we are not able to totally eliminate the possibility of any product liability and
intellectual property rights infringement claims, we have strictly followed and produced our
umbrella products in accordance with the relevant safety requirements and standards as
specified by our overseas customers which our umbrella products are sold and exported. We
also collect intelligence from the market such as trade exhibition and closely communicate
with our trading companies customers on any negative feedbacks of our umbrella products and
will promptly take appropriate rectification actions as soon as practicable.

To the best knowledge of our Directors, we were not subject to any product liability or
intellectual property infringement claims in the markets where our umbrella products were
exported to and also in relation to those resale made by our PRC trading companies customers
during the Track Record Period and up to the Latest Practicable Date.

Pricing

When pricing our umbrella products, we take into account various factors such as
production cost, prices of raw materials, packaging requirements and quantity.
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Credit policy

We generally provide credit period up to 150 days for our domestic sales customers and
up to 30 days for our export sales customers including our Japanese and Cambodian customers.
Our Directors are of the view that it is market practice to give longer credit terms to PRC
customers while payment would usually be settled by way of telegraphic transfer by our export
sales customers resulting in shorter credit terms..

We review overdue balances and our receivable balances on an ongoing basis and an
assessment is made by our management team whether or not a provision for impairment of
trade receivables should be made. During the Track Record Period, we made no provision in
relation to our trade receivables. For details of our trade receivables, please see the section
“Financial Information — Trade Receivables Analysis” of this prospectus.

During the Track Record Period, we did not experience any cancellation of orders or any
bankruptcy or default on the part of any of our export customers.

Product delivery

We sell our umbrella products overseas mainly on the basis of FOB from Xiamen (J& ')
port or other designated ports to all of our major customers, and accordingly we are only
responsible for their delivery up to the Xiamen port or other designated ports, and such
customers are responsible for product transportation arrangements and import tariff beyond
Xiamen port or other designated ports.

After sales services

We are responsible for costs associated with any defective product. We have not received
any material complaints from our customers regarding such products during the Track Record
Period.

Marketing and Promotion

We adopt a customer-centered approach in marketing. In order to strengthen the
relationship with our existing customers, our sales and marketing personnel keep in touch with
them from time to time to keep abreast the latest trend of the market and to explore further
business opportunities.

We attend trade exhibitions to promote our brand and our umbrella products. As one of
our business plans is to expand our export network, we attend trade exhibitions at diverse
locations including domestic and overseas such as Japan. Our established sales network has
helped us establish our brand name, which further strengthens our marketing ability.

PRODUCT DESIGN, RESEARCH AND DEVELOPMENT

We place great emphasis on our design and development by offering a diversified range
of products to our customers. We regularly conduct design and development of our umbrella
products, focusing on offering high quality and stylish products to our customers. As of Latest
Practicable Date, our research and development team consisted of 26 staff.
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Research and development

Our research and development department is built on a system of inter-departmental
coordination and participation. When developing new products or technologies, we also take
into account production techniques and those standards applicable to our products. The
development of new products involves our sales department, research and development
department, production department and also our finance department and the general managers
are responsible for our overall strategy.

We consider research, development and design to be of key importance to our success.
Our research and development activities also enhance our current technologies, processes and
materials formulas and the standardisation of products in order to improve the quality of our
products and make our production processes more efficient. The 23 patents registered in our
name are set out in the section headed “Statutory and General Information — C. Intellectual
Property Rights of Our Group” in Appendix VI to this prospectus.

As at the Latest Practicable Date, there were 26 personnel in our research and
development department. These members have been with our Group for an average of
approximately five years. Six of our research and development employees have obtained
tertiary qualifications.

During the Track Record Period, our research and development expenses were
approximately RMB2 million, RMB3 million, RMB3 million and RMB3 million, respectively.

Product design and development

Our research and development team comprises of various functions including graphic
design, umbrella ribs design team, umbrella tips and caps design team and sampling unit. Our
product design and development process can be divided into three phases: (i) market
assessment, obtaining customer feedback and preferences; (ii) product drawing and visual
design; and (iii) manufacturing and technical feasibility.

We have adopted a pro-active approach to consistently create new and various designs to
cater for the preferences of our targeted customers based on the market information collected
as described below:

. Obtaining feedback and preferences from our customers. Our sales team
communicates with our customers on a regular basis to collect their feedback on our
products. Our sales team then passes these feedback and information to our research
and development team to enable them to better understand the requirements and
preferences of our customers and the market. The information will be set out in a
development recommendation report prepared by the sales team and our research
and development team will conduct assessments on manufacturing and technical
feasibility, safety and quality issues and budget. Our research and development staff
will design new products and improve the existing products in response to the
feedbacks of the customers.
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. Obtaining market information and trends. Through our participation in trade
exhibitions in the PRC, our research and development team will obtain information

on market trends.

. Collection of information from other sources. Our research and development staff
also research various professional websites and publications to keep abreast with the
up-to-date market information.

Product design

Based on the market information collected, our designers formulate the artistic design of
our products. For our umbrella products, our design team focuses on the artistic and visual
design of the frames and the overall appearance of the products. Our research and development
team also projects market trends and preferences and aims to develop new products for our
customers. We also strive to improve our existing products regularly, in terms of artistic

appearance and functionality.
Manufacturing and technical feasibility

Our research and development team assesses the manufacturing and technical feasibility
of the products, including ensuring compliance with the relevant safety and quality standards.
Samples are produced in this phase. Our research and development team tests the samples and
refines the design until they pass the relevant tests. After the test results are satisfactory, our
research and development team devises the production process plan, which will be approved
by the department head. The samples will be made available for selection in the sample show

room.
Compilation of industry standard in the PRC

We were selected in 2010 by the Fujian Light Industry Association to participate in the
process of developing and compiling the industry standard of umbrella in the PRC including
drafting of Chinese Plastic Umbrella Industry’s Standards (Plastic Umbrella’s National
Standard QB-T 4152/2010).

Cooperation with Huaqiao University (& X2)

We entered into a strategic cooperation agreement for a period of three years with the
Huagiao University (#f&K%) in September 2013 with focus of continuous improvement
regarding the material, function and techniques in the production of POE plastic umbrella.
Pursuant to the strategic cooperation agreement, we paid Huagiao University (#EfGRKEL) a
start-up fund of RMB20,000 up to the Latest Practicable Date. Further, all information and data
relating to the technology invented under that cooperation agreement shall be kept confidential

by all parties pursuant to the strategic cooperation agreement.
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The salient terms of the strategic cooperation agreement are as follows:

both parties to recognize the strategic partnership by showing the banner logo or
hyperlink of the other party in each of their own website and to promote publicity
through the media.

both parties to jointly establish “Huaqiao University — Fujian Jicheng Umbrella
Design and Research Center” in order to strengthen the innovation capability and
competitiveness as well as to enhance the market share of our umbrella products and
our intangible goodwill through the utilization of the research and development
skills of Huaqiao University.

Huaqgiao University to invite domestically and internationally renowned institutions,
universities, scientific research institute experts and designers to participate in our
product development and to promote innovation development of umbrella related
cast film.

Our Company to provide practice opportunities in innovative design and training
bases for students in Huaqiao University and organise Students Innovative
Workshops once or twice a year inviting outstanding students from renowned
institutions in mainland or overseas countries if circumstances allowed. If any
design production of the students is selected and applied by us, money rewards will
be granted by us.

Huaqgiao University to provide us with innovative design and overall solutions for
umbrella products including market research, appearance designs and patent
structure designs, sample production and die-tracking.

both parties to exert their influences upon the business and institutional community
and jointly announce new science and technology projects, organise exchange
programs and hold creative design competitions.

both parties to establish resource exchange system to jointly utilise the design
resource and technical advancement of each other.

Huaqgiao University to build a team of five to eight designers from different
backgrounds and become the design team for our brand name in order to provide
professional and exclusive design service to us.

Going forward, we aim to maintain the current cooperation relationship with Huaqiao
University (FEfGRE).

SEASONALITY

Our sales volume may be affected by seasonality. Revenue fluctuations throughout the

year are common for the umbrella industry which is subject to seasonal climate variation. We

generally record higher sales revenue in the second quarter each year, where high rainfall is

usually recorded. Majority of the orders need to be delivered before this period. Accordingly,

our sales revenue usually experiences certain seasonable fluctuation during the year.
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INTELLECTUAL PROPERTY

We rely on a combination of laws and regulations including but not limited to patent,
copyright and trademark laws, as well as confidentiality agreements signed by our senior
management and key research and development personnel to protect our intellectual property
rights.

We have not experienced any infringement of our intellectual property rights that has had
a material impact on our Group during the Track Record Period and up to the Latest Practicable
Date. As at the Latest Practicable Date, we had registered 20 trademarks and 23 patents in the
PRC, three trademarks in Hong Kong and one trademark with the International Bureau of
World International Property Organisation.

Further details of the intellectual property rights of our Group are set out in the section
headed “Statutory and General Information — C. Intellectual Property Rights of Our Group” in
Appendix VI to this prospectus.

During the Track Record Period and up to the Latest Practicable Date, we are not aware
of any intellectual property right infringement that had a material impact on us and we were
not involved in any litigation involving infringement of intellectual property rights.

INFORMATION SYSTEM

To enhance our management systems, we have implemented an enterprise resources
planning, or ERP system, which applies to many aspects of daily operations and management,
including financial reporting, inventories and sales and management. This will enable and
facilitate the integration and exchange of information among the departments in charge of
manufacturing, procurement, and product research, design and development and our head
office.

QUALITY CONTROL

We strongly emphasize 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 and our internal manner on procurement standards of
raw materials.

. Production — Every stage of the production process is monitored by the quality
management department to ensure that the production process conforms to specific
quality control requirements. Managers of different production processes also carry
out regular inspection, while staff carry out simple testings themselves which are
demonstrated during staff training.
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. Machinery and equipment management — Regular inspections and maintenance are
carried out by our equipment administrators to ensure optimum performance of our

machinery and equipment.

. Sale — Each batch of finished products is subject to inspection and performance
testing, and a final sample check before they are passed to our customers. Our
management is responsible for collecting customers opinions and handling
customers’ complaints appropriately and in a timely manner.

. Staff quality awareness system — Regular training and continuous assessments of the

performance of staff are conducted.

As at the Latest Practicable Date, we had 27 quality control staff in our quality control
department.

We were awarded ISO 9001:2008 and ISO 14001:2004 certificates in relation to the
development and manufacture of umbrella products.

ISO 9001:2008 sets out the criteria for a quality management system, which is based on
a number of quality management principles including a strong customer focus, the motivation
and implication of top management, the process approach and continual improvement. ISO
14001:2004 specifies requirements for an environmental management system to enable an
organisation to develop and implement a policy and objectives which take into account legal
requirements and other requirements to which the organisation subscribes, and information

about significant environmental aspects.

We have established a comprehensive ISO standards compliance process policy to ensure
strict adherence to the ISO standards in every production process. The policy has been devised
according to the requirements with guidance for use published by the International
Organisation for Standardisation. It lays out the steps and measures which are required to be
taken and allocates these measures to different departments. We believe that the ISO standards

compliance process is built upon inter-departmental efforts.

A senior manager has been designated with the role of implementing the policy and
reporting to the executive directors on the implementation progress and results. He is also
responsible for devising improvement plans and communicating to external parties in relation
to quality control and environmental issues. To ensure the ongoing compliance with the
requirements of the ISO standards, internal control reviews are conducted on our operations

against the policy to discover non-compliance and carry out remedial measures accordingly.

During the Track Record Period and up to the Latest Practicable Date, there was no
incident of failure of our quality control systems which had a material impact on us.
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CERTIFICATIONS, AWARDS AND RECOGNITIONS

The following table sets out the major awards received by us:

Awarding organisation or

Year(s) of award Award authority
2013 Creditworthy Enterprise Administration For Industry &
(AA class)* Commerce of Quanzhou*

(LfE M R EAAR) CRINTT A7 BUE B )

The following table sets out the major recognitions received by us from the umbrella

industry:
Participant in its
capacity or on behalf
Year of our Group Title Organisation
2011 Jinjiang Jicheng China Well-known Trademark Office of the
Trademark* State Administration For
(5t 42 P ) Industry & Commerce of
PRC*
(B R LA T BUE PR R 7
)
* For identification purposes only
COMPETITION

China is the largest exporter of umbrellas and parasols in the world. According to Frost
& Sullivan, from 2008 to 2012, China’s share in the global umbrella and parasols market in
terms of export value increased from approximately 72.1% to 86.6%. In terms of export
volume, China also holds a dominant position, occupying approximately 93.4% of global
volume in 2012. International traders highly rely on the production from China.

We benefit from the competitive advantage of certain entry barriers to the umbrella
industry in the PRC such as considerably large initial capital investment, requirement of
intensive labour force and wide sales network. We sell umbrellas under our well established
sales network cultivated through maintaining long-term business relationships with our major
clients. We utilise our large scale production facilities to achieve economies of scale and low
production cost. We believe that we will benefit from and capture opportunities in the
continuously-growing umbrella market in the PRC, and will further strengthen our leading
position and capture additional market share.

Nevertheless, the competition in the umbrella market in the PRC has been intensifying
and the pricing of and demand for our umbrellas are significantly affected by the intensity of
competition we face. The overall umbrellas and parasols market was fragmented in the PRC
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with thousands of local manufacturers. We therefore compete with some major local
manufacturers of umbrellas which manufacture and export umbrellas to other markets and in
particular, Japan. To the best knowledge of our Directors, these major local manufacturers
include Susino Umbrella Co., Ltd. (f&EAME(EARZER A FR/AF]), Fujian Yusimeng Umbrella
Industry Co., Ltd., (18 W4 & A E E AR/ F]), Zhejiang Tianwei Rain Gear Co., Ltd. (#7
TTREEWHABRAF]), Zhejiang Tengxin Umbrella Co., Ltd. (WiiLIEZEAEZEAA RAA),
Yonglixiang (Xiamen) Umbrella Co., Ltd. (GKF|= (/& M)A ZEH FR/2 F]) and Wenzhou Hailuo
Umbrella Co., Ltd. (iR RAA R A).

From the view of industry in general, most nylon umbrellas manufacturers have higher
gross profit margin than POE umbrellas due to higher retail price. In PRC umbrellas market,
most POE umbrellas manufacturers positioned their products as low-end fast-consuming
products with price less than RMB10 per unit. In addition, there are few industry participants
who would like to focus on the production of POE umbrellas given the far smaller market size
of POE umbrellas compared with nylon umbrellas in the PRC. Few PRC industry participants
would like to invest and maintain the capacity of POE umbrellas (like certain tailor-made
machineries for POE umbrellas, stock of raw materials and skilled labour) to serve the
uncertain demand from the market due to lack of sufficient customer base.

Different from many of our peers in the market, we have positioned our POE umbrellas
as mid-end products with good quality raw materials, which brings higher gross profit margin
for our POE umbrellas. Common price for our POE umbrellas ranges from RMB10 to RMB20
per unit, which is significantly higher than most of our competitors as well as the industry
average that is commonly less than RMB10 per unit.

On the other hand, we put in much efforts on cost control. We have integrated our
business model and production process to cover a complete industrial value chain from the
upstream (the procurement and processing of raw materials and the manufacturing of umbrella
parts) to the downstream (assembling and final output of umbrella products). According to
Frost & Sullivan, there is only another Plastic Umbrella manufacturer, that has the full value
chain from manufacturing of ribs, canopy to assembly in the PRC.

We believe that the higher selling price of our POE umbrellas is endorsed by our good
quality and our capability of cost control combined together lead to higher profit margins of
our POE umbrellas than our industry peers.

In addition, a long-term and steady business relationship with our Japanese customers
also sets a market entry barrier for the new entrants and enables our Group to own a significant
advantage compared with our competitors. Given that Japanese customers usually put heavy
emphasis on product quality, punctuality of products delivery and its partners’ reputation, they
appreciate highly steady and reliable relationship and seldom change their suppliers once the
suppliers and its products are qualified. The established relationship and reputation further
contribute to the consolidation of our leading market positions. Please refer to the paragraph
headed “Competitive Strengths” above in this section for details of our other competitive
strengths.
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According to Frost & Sullivan, the market entry barriers for POE umbrellas include the
following:

High Quality Products — The demands for Chinese POE umbrellas are mostly from
overseas, in particularly developed countries like Japan, which usually pay great attention to
products quality. Apart from getting ISO9001 quality management system certification in
China, those POE umbrellas also need to meet relevant quality standard like JIS (Japan
industry standard). Requirement on high quality sets forth a barrier for the new entrants of POE
umbrellas market.

Relationships with Large Customers — Large traders play key roles in Japanese market,
who take reputation very seriously and often sign long-term contracts with reliable
manufacturers. Major retailers like 7-11, Family Mart, have established stable cooperation with
these traders. Chinese manufacturers with good reputation are more likely to establish
long-term relationship with those large customers.

Strict Environmental Compliance — Developed countries usually established strict
environmental requirements on chemicals and additives in POE umbrellas. Products with
injurious chemicals like azo or cadmium usually are not allowed to be traded in these countries.
To become a qualified suppliers of POE umbrellas, manufacturers need to keep a good record
of environmental compliance and to be qualified for ISO14000 system.

Capability of Responding Urgent Orders — Overseas clients usually have urgent orders
for POE umbrellas to meet their domestic demand. Large manufacturers are capable of
producing high-quality POE umbrellas on time, while new comers need more time to meet the
delivery time and also spend more cost to manufacture the urgent orders.

Strong Capability of Cost Control — Comparing to manufactures in domestic market,
manufacturers of POE umbrellas are export-oriented and usually need to spend more money for
the establishment of quality control and environment compliance systems. In addition, the
ability to properly avoid negative impact of foreign exchange fluctuation is also required.
Accordingly, manufacturers of POE umbrellas should have strong capability of cost control.

In addition to the above reasons, our Directors believe that we outperform our
competitors due to the scale of our umbrella business, which the Directors believe is larger than
some of our competitors. A local competitor listed on the Australian Stock Exchange
(“Competitor One”) generated a revenue of approximately AUD16 million (approximately
RMB&83 million) for the financial year of 2013, while another competitor listed on the Tokyo
Stock Exchange (“Competitor Two”) generated a revenue of approximately JPYS5,415 million
(approximately RMB330 million) from its umbrella segment and Competitor A (please refer to
the section headed “Industry Overview — Competitive Landscape” of this prospectus for more
information) generated revenue of RMB298 million for the financial year of 2013. Our Group’s
revenue for the financial year of 2013 amounted to RMB484 million, which was significantly
higher as compared to the competitors stated above. Our Directors believe that our larger scale
of umbrella business enables us to have a better performance, in terms of gross profit margin
and net profit margin, than the said competitors due to economies of scale.
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The business focus and target markets of the umbrella segment of the three competitors
are different from those of our Group. The umbrella segment contributed approximately 40.6%
of Competitor Two’s revenue in the financial year of 2014 whereas the umbrella segment
contributed approximately 32.4% of Competitor A’s revenue in the financial year of 2013 and
was subsequently disposed of by Competitor A in April 2014. Regarding target markets,
Competitor One and Competitor A mainly sold their products to Europe and the US markets
and hence were affected by the economies in such markets. Our Group’s major market during
the Track Record Period was the Japanese market which demands high quality POE umbrellas.
As explained above, the market entry barriers have formed huge obstacles for our competitors
to enter into the same market. Lastly, the product portfolio and the selling prices of the
umbrellas also affect the profit margins. As mentioned above, we have positioned our POE
umbrellas as mid-end, which generally render higher selling prices. We do not accept orders
which would render a low profit margin. On the other hand, our product portfolio primarily
focuses on POE umbrellas, the sales of which amounted to 80.1% of our total revenue in 2013.
When the Group achieved a successful performance during the Track Record Period, our

competitors did not necessarily achieve the same as our Group due to the above reasons.

For further discussion of the competitive landscape we face for our umbrellas, please
refer to the section headed “Industry Overview” of this prospectus. For further discussion on
the risks associated with the competition we face, please refer to the section headed “Risk

Factors” of this prospectus.

EMPLOYEES

As at the Latest Practicable Date, we employed a total of 2,023 employees, a breakdown

of which by function is as follows:

Number of
our employees

Management 9
Administration/Human Resources 80
Finance 18
Production 1,755
Procurement 8
Research and development 26
Quality control 27
Sales and Marketing 22
Warehouse and logistics 78
Total 2,023
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Relationship with employees

Our Directors believe that we maintain good working relationship with our employees.
Our Directors confirm that we have not encountered any material difficulty in recruitment and
retention of staff for our operation or experienced any material disruption in our operation as
a result of labour disputes since the establishment of our business.

Employee Training

We place strong emphasis on the development and training of our employees. Induction
courses, training programs and safety courses are conducted regularly. Apart from the above,
we also incentivise our employees to gain knowledge in the relevant field of studies. We
believe this will also increase the overall competitiveness of our workforce.

We strive to ensure that our employees are equipped with the required skills and safety
knowledge when performing their duties, and we aim to impart up-to-date knowledge and
industry updates to them.

Staff benefits

In compliance with applicable statutory requirements in the PRC and existing
requirements of the local government in the PRC, our Group participates in social security
programs and housing provident fund for our employees and our Directors confirm that we had
settled all social insurance and housing provident payments during the Track Record Period.
Such social insurance included basic pension insurance, basic medical insurance, maternity
insurance, unemployment insurance and work-related injury insurance.

LABOUR, OCCUPATIONAL SAFETY AND HEALTH MEASURES

Our business and operations in the PRC are subject to various labour and safety laws and
regulations in the PRC, which include such as the Labour Law of the PRC, the Labour Contract
Law, and the Social Insurance Law. Please refer to the section headed “Regulatory Overview”
of this prospectus for further details.

We place great emphasis on compliance with the labour and safety laws and regulations
in the PRC and have established necessary measures to comply with those laws and
regulations. We participate in various mandatory insurance plans, including the pension
insurance plan, unemployment insurance plan, maternity insurance plan, injury insurance plan
and medical insurance plan as required by the relevant laws and regulations. We have
established internal work place safety guidelines and conducted occupational safety trainings
to promote safety awareness of our employees.

We have engaged a subcontractor for operation of our canteen in Jinjiang Jicheng since
2013. In January 2014, there was a food poisoning incident due to hygiene issues. As a result,
around 40 of our staff were sent to hospital for inspection and medical treatment. Jinjiang
Health Bureau (% /LT #4)R) of Fujian Province later found out that such subcontractor failed
to obtain Food Service Licences (EfKIRFSFFrI#) and fined him RMBI10,000 as
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administrative penalty. Pursuant to the canteen subcontracting agreement entered into between
Jinjiang Jicheng and the subcontractor, the subcontractor is responsible for food safety and
hygiene during operation of the canteen. In addition, the relevant authority only fined the
subcontractor. As advised by our PRC Legal Advisers, our Group should not be subject to any
potential legal risk arising out of this incident. We had not experienced any significant labour
accident which had a material adverse impact on us during the Track Record Period and up to
the Latest Practicable Date.

The PRC Legal Advisers advised that, we have complied with all relevant mandatory
local and national labour and safety laws and regulations during the Track Record Period and
up to the Latest Practicable Date. No penalty has been imposed on us by the relevant PRC
authorities in respect of our non-compliance of the labour, social insurance and safety matters
during the Track Record Period and up to the Latest Practicable Date.

ENVIRONMENTAL PROTECTION

We are subject to certain laws and regulations in relation to environment protection.
Please refer to the section headed ‘“Regulatory Overview” of this prospectus for further
information about these laws and regulations.

We are committed to minimising any adverse impact on the environment resulting from
our business activities. In addition, in order to comply with the applicable environmental
protection laws, we have established ISO standards compliance process policy in our
operations in accordance with ISO 14001:2004 international standards and obtained ISO
14001:2004 certification. We allocate measures to be taken to different departments to maintain
our ISO 14001 certification in order to reduce our risks related to environmental issues.

Based on the past experience of our management, the nature of the industry and future
development trends in the industry, our Directors believe that our Group’s current
environmental conservation facilities are adequate to satisfy the relevant environmental laws
and regulations and do not expect any major or significant expenditures to be incurred in this
respect. During the Track Record Period, we did not have any material violation of all existing
relevant PRC environmental protection laws, rules and regulations.

INSURANCE

In accordance with the regulatory requirements of local governments in the PRC, we
maintain insurance that covers unemployment, pension, personal injury, maternity and medical
expenses for our employees in the PRC.

We also maintain insurance policies for most of the buildings owned by us covering
physical loss or damage arising from natural hazards or accidents in relation to our operations
in the PRC.

Under the relevant PRC laws and regulations, we are not required to maintain product
liability insurance. We do not maintain business interruption insurance or third-party liability
insurance for claims of personal injury or property damage arising from accidents relating to
our operations. Our Directors believe that our Group’s insurance coverage is in line with
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industry practice. Our Group has not had any claims or liabilities arising from any accidents
relating to our operations or experienced any material production interruptions or product
liability incidents during the Track Record Period. For details in this respect, please refer to the
section headed “Risk Factors — We may be Exposed to Claims in Respect of Product Quality
and Safety Standards Made by the End-Consumers of our Products and Infringement of Third
Party Intellectual Property Rights” of this prospectus.

PROPERTIES AND FACILITIES

Owned Properties

Land

As at the Latest Practicable Date, we occupy a total of nine parcels of land in Dongshi
Town and Yonghe Town of Jinjiang City, Fujian Province, with a total site area of
approximately 78,644 sq.m..

Buildings

As at the Latest Practicable Date, we own buildings with an aggregate floor area of
approximately 99,228 sq.m. and are mainly used for production, staff quarters, storage, office
and ancillary purposes. An ten storey office building is under construction with planned gross
floor area of approximately 10,782 sq.m. expected to be completed in 2015.

During the Track Record Period, there were certain non-compliance incidents in relation
to the lands and buildings above. For details, please refer to the paragraph headed
“Non-Compliance Incidents” below in this section.

LEGAL COMPLIANCE

Save as disclosed below, during the Track Record Period and up to the Latest Practicable
Date, there were no material legal proceedings, regulatory inquiries or investigations made or
pending or threatened against any member of our Group. Members of our Group may from time
to time be subject to various legal or administrative proceedings arising in the ordinary course
of business such as proceedings in respect of disputes with suppliers or customers, labour
disputes or infringement of intellectual property rights.

REGULATORY AND LEGAL MATTERS

Licences and Permits

As advised by our PRC Legal Advisers, our Group has obtained all approvals, permits,
consents, licences and registrations required for our business and operations and all of them are
in full force and effect. Since the establishment of each of Fujian Jicheng and Jinjiang Jicheng
and up to the Latest Practicable Date, we have not experienced any failure in applying for the
renewal of our respective operation licences.
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CONTROLLING SHAREHOLDERS

Immediately upon completion of the Global Offering (without taking into account of any
allotment and issue of Shares pursuant to the Over-allotment Option or exercise of options to
be granted under the Share Option Scheme), our Controlling Shareholders, namely Jicheng
Investment and Mr. Huang, are together entitled to control the exercise of the voting rights of
75.0% of the Shares eligible to vote in the general meeting of our Company.

Save as disclosed above, there is no other person who will, immediately following the
completion of the Global Offering (without taking into account of any allotment and issue of
Shares pursuant to the Over-allotment Option or exercise of options to be granted under the
Share Option Scheme), be directly or indirectly interested in 30% or more of the Shares then
in issue or have a direct or indirect equity interest in any member of our Group representing
30% or more of the equity in such entity.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, we believe that our Group is capable of carrying
on our business independently of our Controlling Shareholders and their respective associates
(other than our Group) after the Global Offering.

(i) Financial independence

During the Track Record Period, we had obtained bank loans secured by personal
guarantees of Mr. Huang and Ms. Chen Jieyou and their personal properties. Our Directors
confirmed that the abovementioned securities have been released.

As at 31 October 2014, we had no amount due to nor due from related companies or
directors.

Notwithstanding the above, our Group has independent financial and accounting systems,
independent treasury function for receiving cash and making payments and independent access
to third party financing. Our Group makes financial decisions according to its own business
needs. In view of our Group’s internal resources and the estimated net proceeds from the
Global Offering, our Directors believe that our Group will have sufficient capital for its
financial needs without dependence on our Controlling Shareholders. Our Directors further
believe that, upon the Listing, our Group is capable of obtaining financing from external
sources independently without the support of our Controlling Shareholders.

(ii) Operational independence

Our operations are independent of and not connected with any of our Controlling
Shareholders. Having considered that:

(a) we have established our own organisational structure comprising individual
departments, each with specific areas of responsibilities;
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(b) our Group has not shared our operational resources, such as customers, marketing,
sale and general administration resources with our Controlling Shareholders and/or
their associates; and

(c) our Controlling Shareholders have no interest in any of our top five customers,

suppliers or other business partners,

our Directors consider that our Group can operate independently from our Controlling
Shareholders from the operational perspective.

(iii) Management independence

Mr. Huang is one of our Controlling Shareholders, and Mr. Huang and his wife, namely
Ms. Chen Jieyou, are two of our executive Directors. However, a majority of our Board, being
our other two executive Directors and three independent non-executive Directors, will also
bring independent judgement to the decision-making process of our Board.

(iv) Administrative independence

Our Group has its own capabilities and personnel to perform all essential administrative
functions, including internal control, financial and accounting management, invoicing and

billing, human resources and information technology.
RULE 8.10 OF THE LISTING RULES

During the Track Record Period, 1 7AH ¥4 FR/A A (Fujian Guanhong Enterprise
Company Limited (“Fujian Guanhong”)), a company which is engaged in trading business in
the PRC and is owned by Mr. Huang’s spouse, namely Ms. Chen Jieyou, and son as to 70.0%
and 30.0%, respectively, purchased umbrella products from our Group for trading purpose. Mr.
Huang confirmed that Fujian Guanhong has ceased trading of umbrella products and will not
engaged in any business which competes or is like to compete, directly or indirectly with our
Group’s business.

Mr. Huang and his wife, namely Ms. Chen Jieyou, both executive Directors, had interests
in the following companies or businesses which had been dissolved and deregistered or the
business licence of which had been revoked.

TR A B VL A KT B %k T2 (Fujian Province Jinjiang City Dong Shi Yong
Keng Metallic and Plastic Craft Factory), which was primarily used to hold 1.0% of the
registered capital of Jicheng Umbrella from November 1994 to August 2013, was a joint stock
co-operative enterprise established in the PRC in September 1990. Shortly after the transfer of
the 1.0% registered capital in Jicheng Umbrella to Mr. Huang in August 2013, it was dissolved
and deregistered in October 2013 by a member’s voluntary winding up when it was solvent.
Upon its dissolution, it was owned by Mr. Huang and his father, wife, mother-in-law and
brother-in-law as to 60.0%, 10.0%, 10.0%, 10.0% and 10.0%, respectively.
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Jicheng Umbrella, which was primarily used to hold the equity interest in Jinjiang Jicheng
from May 1996 to June 2014, was a limited liability company established in the PRC in
November 1994 in the PRC. Shortly after the transfer of its interest in approximately 17.96%
of the registered capital in Jinjiang Jicheng to Fujian Jicheng in June 2014, it was dissolved in
August 2014 by a member’s voluntary winding up when it was solvent. Upon its dissolution,
it was owned by Mr. Huang and his wife and brother-in-law, namely Ms. Chen Jieyou and Mr.
Chen Ruixin, as to 70.0%, 20.0% and 10.0%, respectively.

Moreover, in 1999 and during period from 2006 to 2010, in addition to the development
of the Group’s business operations, Mr. Huang and Ms. Chen Jieyou had also explored the
business opportunities to expand the umbrella manufacture and sale business to Xiamen City,
Fujian Province and Jiujiang City, Jiangxi Province and to establish a company to carry on
manufacture and sale of plastic goods in Yonghe City, Fujian Province. They thus had
established several companies and businesses, namely J& ] 717 [7] % [ 5 5% F A LK (Xiamen
City Tongan District Jimao Umbrella Processing Factory), VLPGaiAZEZEAR/AF (Jiangxi
Guanhong Umbrella Co., Ltd.), &AM B A FR/AF (Fujian Guanhong Plastic Co., Ltd.)
and J& P77 B K 8 T288% (Xiamen City Huli Dajian Craft Factory). When the operations of
those companies and businesses had not developed as then expected, Mr. Huang and Ms. Chen

Jieyou ceased the operations of those companies and businesses.

& P 113 ] % i 4R 5 P AR i T (Xiamen City Tongan District Jimao Umbrella Processing
Factory), which was engaged in processing of umbrellas, was an individual enterprise
established by Ms. Chen Jieyou with a capital amount of RMB10,000 in the PRC in December
2008 and deregistered in November 2010. Upon its deregistration, it was solely owned by Ms.
Chen Jieyou.

TLPG e BA A 2547 PR /A F] (Jiangxi Guanhong Umbrella Co., Ltd.), which was engaged in
manufacture and sale of umbrella products, was a limited liability company established by
Jicheng Company with a paid-up capital of US$899,700 in the PRC in April 2006 and
deregistered after liquidation in June 2008. Upon its deregistration, it was owned by Mr.
Huang, via Jicheng Company.

i i et 54 ¥B B A BR A 7] (Fujian Guanhong Plastic Co., Ltd.), whose business scope set out
in its business licence included manufacture and sale of plastic goods and sale of household
goods, clothing, textiles and chemical materials and which had not commenced commercial
operations, was a limited liability company established by Mr. Huang, Ms. Chen Jieyou and an
Independent Third Party with a paid up capital of RMB9 million in the PRC in June 2010 and
deregistered after liquidation in January 2012. Upon its deregistration, it was owned by Mr.
Huang and his wife indirectly as to an aggregate of 55.0% and an Independent Third Party as
to the remaining 45.0%.

J& T I K T2 (Xiamen City Huli Dajian Craft Factory) was a non-company
private enterprise established by Mr. Huang with a capital of RMB800,000 in the PRC in
August 1999. Its business license was revoked in January 2002 as it did not commence
commercial operations and take the regulatory annual check as required.
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Mr. Huang confirmed that save the above private companies or businesses, there were no
private companies or businesses held by him or his associates which had been dissolved and
deregistered or the business license of which had been revoked.

Apart from the Group, the Controlling Shareholders and their respective associates are
currently conducting other businesses or holding interest directly or indirectly in certain
companies which are engaged in business not in competition with the business of the Group.
None of our Controlling Shareholders and our Directors has any interest in a business apart
from our Group’s business which competes or is likely to compete, directly or indirectly, with
our Group’s business, and would require disclosure pursuant to Rule 8.10 of the Listing Rules.

DEED OF NON-COMPETITION

Our Controlling Shareholders have entered into the Deed of Non-competition in favour
of our Company, pursuant to which our Controlling Shareholders have jointly and severally
irrevocably and unconditionally undertaken to our Company (for ourselves and for the benefit
of our subsidiaries) that it or he would not, and would procure that its or his associates (other
than any member of our Group) would not, during the restricted period set out below, directly
or indirectly, either on its or his own account or in conjunction with or on behalf of any person,
firm or company, among other things, carry on, participate or be interested or engaged in or
acquire or hold (in each case whether as a shareholder, partner, principal, agent, director,
employee or otherwise) any business which is or may be in competition with the current
businesses of our Group (the “Restricted Business”). Such non-competition undertaking does
not apply to:

(i) any interests in the shares of any member of our Group;

(ii) interests in the shares of a company other than our Company whose shares are listed
on a recognised stock exchange provided that:

(a) any Restricted Business conducted or engaged in by such company (and assets
relating thereto) accounts for less than 10% of that company’s consolidated
revenue or consolidated assets, as shown in that company’s latest audited
accounts; or

(b) the total number of the shares held by our Controlling Shareholders and/or
their respective associates in aggregate does not exceed 10% of the issued
shares of that class of the company in question and such Controlling
Shareholders and/or their respective associates are not entitled to appoint a
majority of the directors of that company and at any time there should exist at
least another shareholder of that company whose shareholdings in that
company should be more than the total number of shares held by our
Controlling Shareholders and their respective associates in aggregate; or

(c) our Controlling Shareholders and/or their respective associates do not have the
control over the board of such company.
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The “restricted period” stated in the Deed of Non-competition refers to the period
during which (i) the Shares of our Company remain listed on the Stock Exchange; (ii) as
far as each Controlling Shareholder is concerned, it or he or its or his associate holds an
equity interest in our Company; and (iii) the relevant Controlling Shareholders and/or
their respective associates are entitled to jointly or severally exercise or control the
exercise of not less than 30% in aggregate of the voting rights at general meetings of our
Company.

Pursuant to the Deed of Non-competition, each of our Controlling Shareholders has
undertaken that if each of our Controlling Shareholders and/or any of his/its associates is
offered or becomes aware of any project or new business opportunity (“New Business
Opportunity”) that relates to the Restricted Business, whether directly or indirectly, he/it
shall (i) promptly within ten business days notify our Company in writing of such
opportunity and provide such information as is reasonably required by our Company in
order to enable our Company to come to an informed assessment of such opportunity; and
(ii) use his/its best endeavours to procure that such opportunity is offered to our Company
on terms no less favourable than the terms on which such opportunity is offered to him/it

and/or his/its associates.

Our Directors (including our independent non-executive Directors) will review the
New Business Opportunity and decide whether to invest in the New Business
Opportunity. If our Group has not given written notice of its desire to invest in such New
Business Opportunity or has given written notice denying the New Business Opportunity
within thirty (30) business days (the “30-day Offering Period”) of receipt of notice from
our Controlling Shareholders, our Controlling Shareholders and/or his/its associates shall
be permitted to invest in or participate in the New Business Opportunity. With respect to
the 30-day Offering Period, our Directors consider that such period is adequate for our
Company to assess any New Business Opportunity. In the event that our Company
requires additional time to assess the new business opportunities, our Company may give
a written notice to our Controlling Shareholders during the 30-day Offering Period and
our Controlling Shareholders agree to extend the period to a maximum of 60 business
days.

CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following measures to manage the conflict of interests
arising from competing business and to safeguard the interests of our Shareholders:

. the independent non-executive Directors will review, on an annual basis, the
compliance with the non-competition undertaking by our Controlling Shareholders

under the Deed of Non-competition;

. our Controlling Shareholders undertake to provide all information requested by our
Company which is necessary for the annual review by the independent non-
executive Directors and the enforcement of the Deed of Non-competition;
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our Company will disclose decisions on matters reviewed by the independent
non-executive Directors relating to compliance and enforcement of the Deed of

Non-competition in the annual reports of our Company;

our Controlling Shareholders will make confirmation on compliance with their
undertaking under the Deed of Non-competition in the annual report of our

Company; and

in the event that there is any potential conflict of interests relating to the business
of our Group between our Group and our Controlling Shareholders, the interested
Directors, or as the case may be, our Controlling Shareholders would, according to
the Articles or the Listing Rules, be required to declare his/her interests and, where
required, abstain from participating in the relevant board meeting or general meeting

and voting on the transaction and not count as quorum where required.
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DIRECTORS

The Board is responsible and has general powers for the management and conduct of the
Group’s business. The following table sets forth information regarding the current Directors:

Date of Relationship
Date of joining our  Roles and with other
Name Age Position appointment Group responsibilities Director(s)
Mr. Huang Wenji 46 Chairman and 12 June 2014 13 May 1996 Overall management, spouse of
executive strategic Ms. Chen
Director development and Jieyou
major decision-
making
Ms. Chen Jieyou 45 Executive 25 September 13 May 1996 Supervision of spouse of
Director 2014 procurement of raw  Mr. Huang
materials Wenji
Mr. Yang Guang 46  Executive 25 September 1 November — Supervision of Nil
Director 2014 2007 production
Mr. Lin Zhenshuang 36  Executive 25 September 20 August  Supervision of sales  Nil
Director 2014 2001 and marketing
activities
Mr. Tse Ka Wing 39 Independent 23 January 23 January  Participating in Nil
Non- 2015 2015 making significant
executive decisions and
Director giving advice on
Mr. Yang Xuetai 41 Independent 23 January 23 January corporate Nil
Non- 2015 2015 governance,
executive connected
Director transactions, and
Ms. Yau Lai Ying 45 Independent 23 January 23 January remuneration and ~ Nil
Non- 2015 2015 nomination of
executive Directors and
Director senior management,
but not

participating in the
day-to-day
management

Executive Directors

Mr. Huang Wenji (#304E), aged 46, is the Chairman of the Board. Mr. Huang was
appointed as a Director on 12 June 2014 and re-designated as an executive Director on 25
September 2014. He founded our Group in May 1996 and is responsible for the overall
management, strategic development and major decision-making of our Group. Mr. Huang is a
Controlling Shareholder. Mr. Huang completed his secondary education in the PRC in July
1987. He is the spouse of Ms. Chen Jieyou, an executive Director.
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J& P TIOR3 T 25K (Xiamen City Huli Dajian Craft Factory) was a non-company
private enterprise established in the PRC in August 1999. Its business license was revoked in
January 2002 as it did not commence commercial operations to take the regulatory annual
check as required. It was solely owned by Mr. Huang.

Ms. Chen Jieyou (Bffi#1%), aged 45, was appointed as an executive Director on 25
September 2014. She joined our Group since our establishment in May 1996 and is responsible
for the supervision of our Group’s procurement of raw materials. Ms. Chen completed her
secondary education in the PRC in July 1987. She is the spouse of Mr. Huang Wenji, the
Chairman and an executive Director of our Company.

Mr. Yang Guang (#7%), aged 46, was appointed as an executive Director on 25
September 2014. He joined our Group in November 2007 as financial controller as well as
secretary to the board of directors of Fujian Jicheng. Mr. Yang has been the deputy general
manager of Fujian Jicheng since November 2010, and is responsible for supervising our
Group’s production. He worked for K6 FiA i A PR 7 (Daye Special Steel Co., Ltd.) as
finance officer from November 1999, and was promoted to finance manager in August 2001.
He then worked for f&&iH LB A /AR (Fujian Xunxing Group Company Limited) as
finance manager from May 2002 to October 2007. Mr. Yang graduated in finance at Zhongnan
University of Economics in July 1994.

Mr. Lin Zhenshuang (%K 5 %), aged 36, was appointed as an executive Director on 25
September 2014. He joined our Group in August 2001 and is the manager of the international
business department of Jinjiang Jicheng. He is responsible for supervising our Group’s sales
and marketing operations. Mr. Lin graduated from Huaqgiao University with a diploma in
Japanese Language in June 2000.

Independent non-executive Directors

Mr. Tse Ka Wing (#% %), aged 39, was appointed as an independent non-executive
Director on 23 January 2015. In May 2013, Mr. Tse joined the group of companies of Perfect
Optronics Limited (stock code: 8311), a company whose shares are listed on the Growth
Enterprise Market of the Stock Exchange as chief financial officer and currently is its chief
financial officer and company secretary. Mr. Tse is a professional accountant with over 17
years of experience in accounting. He joined Ernst & Young in September 1997 and his last
position was senior manager of the assurance department when he left in November 2010.
From December 2010 to May 2013, he was the chief financial officer of TransGlobal (Asia)
Holdings Limited during which he was responsible for mergers and acquisitions activities of
its group companies, as well as overseeing its group’s financial management, financial
reporting and corporate secretarial functions. Mr. Tse graduated from The Chinese University
of Hong Kong in December 1997 with a bachelor of business administration degree. He has
been a member of the Hong Kong Institute of Certified Public Accountants and a member of
the Association of Chartered Certified Accountants since April and January 2001 respectively.

Mr. Yang Xuetai (#%£:K), aged 41, was appointed as an independent non-executive
Director on 23 January 2015. Mr. Yang graduated from China Academy of Art with a bachelor
degree in industrial design in July 1998 and a master degree in art in January 2010. He has been
working for the art faculty of The Huaqiao University as assistant professor since 2010. He had
also been a visiting scholar of Tunghai University in Taiwan for five months in 2012.
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Ms. Yau Lai Ying (IRBB#%), aged 45, was appointed as an independent non-executive
Director on 23 January 2015. Ms. Yau has over 10 years of experience in auditing, accounting
and business advisory services. She is currently the sole-proprietor of an accounting firm,
namely L. Y. Yau & Co.. Ms. Yau was the lecturer of School of Professional and Continuing
Education of the University of Hong Kong during the period from September 2004 to
December 2004. She joined Deloitte Touche Tohmatsu in December 2004 and left the firm in
September 2013 with last position of senior manager. Ms. Yau graduated from the University
of Sydney in Australia with a Master degree in Accounting with Commercial Law in May 1997.
She has been a Certified Public Accountant (Practising) and a fellow of the Hong Kong
Institute of Certified Public Accountants since January 2014 and September 2010, respectively,
as well as a Certified Practising Accountant of CPA Australia since December 2000. Since
October 2013, Ms. Yau has been an independent non-executive director of Art Textile
Technology International Company Limited (Stock code: 565), a company listed on the Main
Board.

Please refer to the section headed “Statutory and General Information — D. Disclosure of
Interests” in Appendix VI to this prospectus for details of our Directors’ interests in our Shares
(within the meaning of Part XV of the SFO), particulars of our Directors’ service agreements
and remuneration.

Save as disclosed above, none of the directors has been a director in any public
companies, the securities of which are listed in Hong Kong or overseas stock markets over the
past three years, and there are no other matters relating to his/her appointment as a Director
that need to be brought to the attention of our Shareholders and there is no other information
in relation to his/her appointment which is required to be disclosed pursuant to Rule 13.51(2)
of the Hong Kong Listing Rules.

SENIOR MANAGEMENT

The following table sets out certain information concerning our senior management:

Date of
joining our Roles and
Name Age  Position Group responsibility
Mr. Cheung Ka 32 Financial 3 March 2014 Financial reporting
Shing (R%EHK) controller and management

and company
secretary

Mr. Liu Liangping 46 Manager of 6 July 1999 In charge of our

(BIRT) research and research and
development development
department department

Mr. Cheung Ka Shing (7 %), aged 32, is the financial controller of our Company. He
joined our Group in March 2014. Mr. Cheung worked for Lau & Fung CPA Limited as auditor
from June 2005 to May 2007 and NCN CPA Limited as auditor from June 2007 to August 2008.
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He had also worked for SHINEWING (HK) CPA Limited from September 2008 to April 2011,
and left as a senior accountant. He worked for a private company as finance manager from
April 2011 to February 2014. Mr. Cheung was recognised as a certified public accountant by
The Hong Kong Institute of Certified Public Accountants on 14 July 2009. He received his
bachelor’s degree in accounting from the Hong Kong Shue Yan University in July 2005.

Mr. Liu Liangping (2|R°f"), aged 46, is the manager of the Group’s research and
development department. He joined our Group in 1999 as manager of the production
department of Jinjiang Jicheng. He has later become the manager of the Group’s research and
development department and is responsible for supervising our Group’s product design, and
research and development operations. Mr. Liu completed his secondary education in the PRC
in June 1986.

COMPANY SECRETARY

Mr. Cheung Ka Shing (5k% %), aged 32, is the company secretary of the Company. For
details of his qualifications and experience, please refer to the sub-paragraph headed “Senior
Management” in this section.

STAFF OF THE GROUP

As at the Latest Practicable Date, our Group had a total of 2,023 full-time employees. The
following table shows the breakdown of the employees by functions as at the Latest Practicable
Date:

Division Number of employees
Management 9
Administration/Human Resources 80
Finance 18
Production 1,755
Procurement 8
Research and development 26
Quality control 27
Sales and Marketing 22
Warehouse and logistics 78
Total 2,023

STAFF RELATIONS

Our Group recognises the importance of a good relationship with our employees. The
remuneration payable to the employees includes salaries, commissions and allowances. The
Group continues to provide training to the staff to enhance technical and product knowledge
as well as knowledge of industry quality standards and work place safety standards.
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Our Group believes that the employee relations are satisfactory in general. Our Group
believes that the management policies, working environment, career prospects and benefits
extended to the employees have contributed to employee retention and building of amicable
employee relations.

REMUNERATION POLICY

Our Directors and senior management receive compensation in the form of salaries,
benefits in kind and discretionary bonuses with reference to salaries paid by comparable
companies, time commitment and the performance of our Group. Our Group also reimburses
them for expenses which are necessarily and reasonably incurred for the provision of services
to our Group or executing their functions in relation to the operations of our Group. Our Group
regularly reviews and determines the remuneration and compensation package of our Directors
and senior management, by reference to, among other things, market level of salaries paid by
comparable companies, the respective responsibilities of our Directors and senior management
and the performance of our Group.

For the three years ended 31 December 2011, 2012 and 2013 and the ten months ended
31 October 2014, the aggregate emoluments (including director’s fee, basic salary, allowance,
non-cash benefit and retirement scheme contribution) paid by our Group to our Directors were
approximately RMB1.2 million, RMB1.6 million, RMB1.7 million and RMB1.3 million,
respectively.

For the three years ended 31 December 2011, 2012 and 2013 and the ten months ended
31 October 2014, the aggregate emoluments paid by our Group to our senior management were
approximately RMB119,000, RMB121,000, RMB164,000 and RMB141,000, respectively.

RETIREMENT BENEFIT SCHEME
Hong Kong

Our Group participates in the mandatory provident fund (“MPF”) for its Hong Kong
employees in accordance with the Mandatory Provident Fund Schemes Ordinance (Cap. 485 of
the Laws of Hong Kong). Contributions are made based on a percentage of the employees’
basic salaries and are charged to profit or loss as they become payable in accordance with the
rules of the MPF Scheme. The Group has paid the relevant contribution in accordance with the
aforesaid laws and regulations.

PRC

The employees of the Group’s subsidiaries which operate in the PRC and required to
participate in a central pension scheme operated by the local municipal government. These
subsidiaries are required to contribute 10% to 20% of their payable costs to the central pension
scheme. The contributions are charged to profit or loss as they become payable in accordance
with the rules of the central pension scheme. During the Track Record Period, we have settled
all social insurance payments in accordance with the relevant PRC social insurance laws and
regulations.
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SHARE OPTION SCHEME

Our Group has conditionally adopted the Share Option Scheme under which employees
of the Group including executive Directors and other eligible participants may be granted
options to subscribe for Shares. The principal terms of the Share Option Scheme are
summarised in the section headed “Statutory and General Information — E. Share Option
Scheme” in Appendix VI to this prospectus.

BOARD COMMITTEES
Audit committee

Our Company established an audit committee on 23 January 2015 in compliance with
Rule 3.21 of the Listing Rules and with written terms of reference in compliance with the
Corporate Governance Code. The primary duties of the audit committee are to review and
supervise the financial reporting process and internal control procedures of our Group, and to
develop and review the policies and procedures for corporate governance and make
recommendations to the Board.

The audit committee comprises the three independent non-executive Directors, namely
Mr. Tse Ka Wing, Mr. Yang Xuetai and Ms. Yau Lai Ying. Mr. Tse Ka Wing is the chairman
of the audit committee.

Remuneration committee

Our Company established a remuneration committee pursuant to a resolution of our
Directors passed on 23 January 2015 and with written terms of reference in compliance with
Rule 3.25 of the Listing Rules and with written terms of reference in compliance with the
Corporate Governance Code. The primary duties of the remuneration committee are to review
and to determine the terms of remuneration packages, bonuses and other compensation payable
to our Directors and other senior management and to establish a formal and transparent
procedure for developing policy in relation to remuneration.

The remuneration committee comprises the three independent non-executive Directors,
namely Mr. Tse Ka Wing, Mr. Yang Xuetai and Ms. Yau Lai Ying. Ms. Yau Lai Ying is the
chairperson of the remuneration committee.

Nomination committee

Our Company established a nomination committee pursuant to a resolution of the
Directors passed on 23 January 2015 and with written terms of reference in compliance with
the Corporate Governance Code. The primary duties of the nomination committee are to review
the structure, size, composition and diversity of the Board and make recommendations to the
Board on the appointment of Directors and management of Board succession.

The nomination committee comprises the three independent non-executive Directors,
namely Mr. Tse Ka Wing, Mr. Yang Xuetai and Ms. Yau Lai Ying. Mr. Yang Xuetai is the
chairman of the nomination committee.
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Roles of Chairman and chief executive performed by same person

Under paragraph A.2.1 of Appendix 14 to the Listing Rules, the roles of chairman and
chief executive of an issuer should be separate and should not be performed by the same
person. Mr. Huang is currently our Chairman of the Board and the chief executive who is
primarily responsible for the day-to-day management of our Group’s business. Our Directors
consider that vesting the roles of our Chairman of the Board and chief executive in the same
person facilitates the execution of our business strategies and decision making, and maximizes
the effectiveness of our Group’s operation. Our Directors also believe that the presence of three
independent non-executive Directors provides added independence to our Board.

Our Directors will review the structure from time to time and consider an adjustment

should it become appropriate.

COMPLIANCE ADVISER

Our Company has appointed Ping An of China Capital as its compliance adviser pursuant
to Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the

compliance adviser will advise us on the following circumstances:

(a) Dbefore the publication of any regulator announcement, circular or financial report;

(b) where a transaction which might be notifiable or connected transaction, is

contemplated including shares issues and share repurchases;

(c) where our Company intends to use the proceeds of the Global Offering in a manner
different from that detailed in this prospectus or where the business activities,
developments or results of our Company deviate from any forecast, estimate or other

information in this prospectus; and

(d) where the Stock Exchange makes any enquiry to our Company under Rule 3.10 of
the Listing Rules.

The term of the appointment shall commence on the Listing Date and end on the date on
which we comply with Rule 13.46 of the Listing Rules in respect of our financial results for
the first full financial year commencing after the Listing Date (i.e. the date of despatch of the
annual reports of our Company in respect of our results for the financial year ending 31
December 2016), subject to early termination.

The compliance adviser shall provide us with services, including guidance and advice as
to compliance with the requirements under the Listing Rules and applicable laws, rules, codes
and guidelines, and to act as one of our principal channels of communication with the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following completion of the Global

Offering and the Capitalisation Issue (without taking into account the Shares which may be

allotted and issued pursuant to the exercise of the Over-allotment Option and options that may

be granted under the Share Option Scheme), the following persons/entities will have an interest

or a short position in the Shares or underlying Shares which would be required to be disclosed

to our Company under the provisions of Divisions 2 and 3 of Part XV of the SFO, or, directly

or indirectly, be interested in 10% or more of the nominal value of any class of share capital

carrying rights to vote in all circumstances at general meetings of any member of our Group:

Name
Jicheng Investment

(Note 1)

Mr. Huang Wenji

Ms. Chen Jieyou™?e #

Notes:

Capacity/Nature
of interest

Beneficial owner
Interest in a
controlled

corporation

Interest of spouse

Number of
Shares

450,000,000

450,000,000

450,000,000

Percentage

of shareholder
after the Global
Offering and the
Capitalisation Issue

75.0%

75.0%

75.0%

1. Jicheng Investment is wholly and beneficially owned by Mr. Huang. Accordingly, Mr. Huang is deemed

to be interested in the Shares held by Jicheng Investment under the SFO.

2. Ms. Chen Jieyou is the spouse of Mr. Huang and accordingly is deemed to be interested in the Shares
in which Mr. Huang has interest under the SFO.

For further information on our Directors’ interests which have to be notified to our

Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO, please

refer to the section headed “Statutory and General Information — D. Disclosure of Interests” in

Appendix VI to this prospectus.
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The authorised and issued share capital of our Company are as follows:

Number of Shares comprised in the authorised share capital: HK$

1,000,000,000 Shares 10,000,000

Assuming the Over-allotment Option is not exercised, the share capital of our Company
immediately following the completion of the Global Offering and the Capitalisation Issue will
be as follows:

Shares issued and to be issued, fully paid or credited as fully paid, HK$
upon completion of the Global Offering and the Capitalisation
Issue:
1,000 Shares in issue as at the date of this prospectus 10
449,999,000 Shares to be issued pursuant to the Capitalisation 4,499,990
Issue
150,000,000 Shares to be issued pursuant to the Global 1,500,000
Offering™"*
600,000,000 Shares in total 6,000,000

Note: The share capital of our Company will be enlarged by up to an additional 22,500,000 Shares in the
event that the Over-allotment Option is exercised in full.

ASSUMPTIONS

The above tables assume that the Global Offering becomes unconditional and does not
take into account any exercise of any options to be granted under the Share Option Scheme,
or any Shares which may be allotted and issued or repurchased by our Company pursuant to
the Issue Mandate and Repurchase Mandate as described below.

MINIMUM PUBLIC FLOAT

According to Rule 8.08 of the Listing Rules, at the time of the Listing and at all times
thereafter, at least 25% of the total issued share capital of our Company shall be held by the
public (as defined in the Listing Rules).

RANKING

The Offer Shares, including the Shares to be issued pursuant to the exercise of the
Over-allotment Option, will rank pari passu in all respects with all other Shares in issue as at
the date of this prospectus, and in particular, will rank in full for all dividends and other
distributions declared, paid or made on the Shares after the date of this prospectus.
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SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme, the principal terms of
which are set out in the section headed “Statutory and General Information — E. Share Option
Scheme” in Appendix VI to this prospectus.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the conditions stated in the paragraph headed “Conditions of the Hong
Kong Public Offering” under the section headed “Structure and Conditions of the Global
Offering” of this prospectus, our Directors have been granted a general unconditional mandate
to allot, issue and deal with Shares with an aggregate nominal value not exceeding the sum of:

(i) 20% of the aggregate nominal value of the share capital of our Company in issue
immediately following the completion of the Global Offering and the Capitalisation
Issue (such share capital being exclusive of any Shares which may be issued
pursuant to the exercise of the Over-allotment Option); and

(ii) the aggregate nominal value of the share capital of our Company repurchased by our
Company (if any) pursuant to the Repurchase Mandate.

Our Directors may, in addition to the Shares which they are authorised to issue under this
mandate, allot, issue and deal with the Shares pursuant to (a) a rights issue; (b) the exercise of
rights of subscription, exchange or conversion under the terms of any warrants or convertible
securities issued by our Company or any securities which are exchangeable into Shares; (c) the
exercise of the subscription rights under options granted under the Share Option Scheme or any
other similar arrangement of our Company from time to time adopted for the grant or issue to
officers and/or employees and/or consultants and/or advisers of our Company and/or any of its
subsidiaries and/or other persons of Shares or rights to acquire Shares; or (d) any scrip
dividend or similar arrangement providing for allotment of Shares in lieu of the whole or part
of a dividend on Shares in accordance with the Articles of our Company.

The Issue Mandate will expire:
. at the conclusion of our Company’s next annual general meeting;

. upon the expiration of the period within which our Company is required by
applicable laws or the Articles or the Cayman Companies Law to hold its next
annual general meeting; or

. when varied or revoked by an ordinary resolution of the Shareholders in general
meeting, whichever occurs first.

For further details of the Issue Mandate, see the section headed “Statutory and General
Information — A. Further Information about the Company — 4. Written resolutions of our sole
Shareholder” in Appendix VI to this prospectus.
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GENERAL MANDATE TO REPURCHASE SHARES

Conditional on the conditions stated in the paragraph headed “Conditions of the Hong
Kong Public Offering” under the section headed “Structure and Conditions of the Global
Offering” of this prospectus, our Directors have been granted a general unconditional mandate
to exercise all the powers of our Company to repurchase Shares with an aggregate nominal
value of not more than 10% of the total nominal value of the share capital of our Company in
issue immediately following the completion of the Global Offering and the Capitalisation Issue
(such share capital being exclusive of any Shares which may be issued pursuant to the exercise

of the Over-allotment Option).

The Repurchase Mandate relates only to repurchases made on the Stock Exchange and/or
on any other stock exchange on which the Shares are listed (and which is recognised by the
SFC and the Stock Exchange for this purpose), and which are made in accordance with all
applicable laws and requirements of the Listing Rules. A summary of the relevant Listing Rules
is set out in the section headed “Statutory and General Information — A. Further Information
about the Company — 6. Repurchase by our Company of our own securities” in Appendix VI

to this prospectus.
The Repurchase Mandate will expire:
. at the conclusion of our Company’s next annual general meeting;
. upon the expiration of the period within which our Company is required by
applicable laws or the Articles or the Cayman Companies Law to hold its next

annual general meeting; or

. when varied or revoked by an ordinary resolution of the Shareholders in general

meeting, whichever occurs first.

For further information about the Repurchase Mandate, refer to the section headed
“Statutory and General Information — A. Further Information about the Company — 4. Written
resolutions of our sole Shareholder” in Appendix VI to this prospectus.
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You should read the following discussion and analysis in conjunction with our
consolidated financial information and notes thereto set forth in the Accountants’ Report
included as Appendix I and our selected historical consolidated financial information and
operating data included elsewhere in this prospectus. Our consolidated financial
information has been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRS”) as issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA” ).

The following discussion and analysis contain certain forward-looking statements
that reflect our current views with respect to future events and our financial performance.
These statements are based on assumptions and analyses made by us in light of our
experience and perception of historical trends, current conditions and expected future
developments, as well as other factors we believe are appropriate under the
circumstances. However, whether actual outcomes and developments will meet our
expectations and predictions depends on a number of risks and uncertainties over which
we do not have control. See the sections headed “Risk factors” and “Forward-looking

statements” for discussions of those risks and uncertainties.

OVERVIEW

We are principally engaged in the manufacturing and sale of POE umbrellas and nylon
umbrellas. During the Track Record Period, we also produced and sold umbrella parts such as
plastic cloth and shaft to our customers. We principally sold our POE umbrellas and nylon
umbrellas to overseas markets. For domestic market, we sold our POE umbrellas and nylon
umbrellas, part of them under our Jicheng (%i%) brand, and also umbrella parts to our
customers in the PRC. During the Track Record Period, we mainly exported our POE umbrellas
and nylon umbrellas to markets such as Japan, Hong Kong, South Korea, Taiwan, France and
Cambodia.

For the three years ended 31 December 2011, 2012 and 2013 and the ten months ended
31 October 2013 and 2014, our revenue was approximately RMB326 million, RMB377 million,
RMB484 million, RMB420 million and RMBS525 million, respectively; and for the same
periods, our profit after tax was approximately RMB41 million, RMB44 million, RMB60
million, RMB53 million and RMB64 million, respectively.

For further information about our business and operations, please refer to the section

headed “Business” of this prospectus.
BASIS OF PREPARATION

The financial information of our Group has been prepared by our Directors based on the
financial statements of our Group in accordance with HKFRS issued by the HKICPA, on the
basis set out in note 1 to the Accountants’ Report set out in Appendix I to this prospectus, with

no adjustments thereto.
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KEY FACTORS AFFECTING OUR RESULTS OF OPERATION

Our results of operation have been, and will continue to be, affected by many factors,
some of which are beyond our control. The below section summarises certain such key factors
which we believe have affected our operation results during the Track Record Period, and shall
continue to be so in the future.

Cost of raw materials

Cost of raw materials is a major component of our cost of sales, representing
approximately 69.4%, 70.6%, 75.5% and 76.2% of our total cost of sales for the three years
ended 31 December 2013 and the ten months ended 31 October 2014. Fluctuation in the cost
of our raw materials and our ability to pass on any increase in raw material costs to our
customers will affect our total cost of sales and our gross profit margins. During the Track
Record Period, the principal raw materials used in our manufacturing of umbrella were
chemical materials, steel plate, plastic cloth, nylon cloth and components of umbrella frame
such as ribs and shafts. Key factors affecting the purchase price of our principal raw materials
include supply and demand in the market and market competition. Our results of operation may
be either favorably or unfavourably affected by the fluctuation of our principal raw materials.

Although our Group’s gross profit margin changed as a result of movement in raw
material prices and other factors, our gross profit margin remained relatively stable ranging
from 24.7% to 26.2% during the Track Record Period. Our Group generally maintains our gross
profit margin level by adopting a cost-plus pricing model and making recommendation to our
customers to choose the best bargain raw materials in the market that fit into their product
design to minimise the impact of fluctuation in raw materials price on our customers based on
our industry experience and knowledge.

During the Track Record Period, we did not enter into any long-term supply contracts
with our raw material suppliers because we wish to retain the flexibility to choose a supplier
that provides us with relatively competitive price on raw materials in the market. We did not
have any hedging facilities to minimise the risk of raw materials price fluctuation. As a result,
the costs of our principal raw materials will subject to market fluctuation.

Level of demand for our products

We rely on a few major customers. Our sales to our top five customers amounted to
approximately RMB195 million, RMB228 million, RMB230 million, and RMB280 million
which accounted for approximately 59.9%, 60.3%, 47.7% and 53.3%, respectively, of our total
revenue for each of the three years ended 31 December 2013 and the ten months ended 31
October 2014. Sales to our largest customer for each of the three years ended 31 December
2013 and the ten months ended 31 October 2014 amounted to approximately RMB80 million,
RMB99 million, RMB102 million and RMB105 million, respectively, representing
approximately 24.5%, 26.1%, 21.1% and 20.0% of our total revenue, respectively.

We have not entered into long-term contracts with our major customers. However, a
majority of our top five customers during the Track Record Period have working relationship
with us for more than five years. While product quality and price are key factors affecting our

-212 -



FINANCIAL INFORMATION

relationship with our customers, other factors such as our performance track record, including
on-time service delivery, value-added services provided and operational efficiency will also
have an impact. The overall quality of the relationship between us and our major customers is
important for business retention and generation, and it can be leveraged upon to increase
account profitability. In the event that any of our major customers significantly reduce their
purchases from us or our business relationship with them terminates, we may not be able to

maintain the same sales volume.

Macroeconomic effects on consumer spending patterns

During the Track Record Period, a significant portion of our revenue from export sales is
derived from sales to Japan, which accounted for approximately 75.7%, 83.2%, 75.9% and
59.5% of our revenue for each of the three years ended 31 December 2013 and the ten months
ended 31 October 2014. Hence, demand for our products and thus results of our operation may
be tied to the fluctuations of the prevailing macroeconomic conditions such as disposable

income and commercial sales value of the retail industry of Japan.

If our Japanese customers are not able to maintain their existing level of orders, it could
have a material adverse effect on us. To the extent that we do not maintain our existing level
of business with our customers, we will need to attract new customers or secure new business
with existing customers. If we are not able to do so, our business, results of operations and
financial condition may be adversely affected. Sales to Japan are also subject to various risks,
including the earthquake and tsunami which hit Japan in 2011, increase of VAT from 5.0% to
8.0% in 2014, political tension arising from territorial dispute with Japan and economic
instability, other trade barriers and fluctuations in currency rates of foreign currencies against
RMB. We may incur increased costs and experience delays or disruptions in product deliveries
and payments in connection with overseas sales that could cause loss of revenues