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CHARACTERISTICS OF GEM OF THE STOCK EXCHANGE OF
HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to
accommodate small and mid-sized companies to which a
higher investment risk may be attached than other companies
listed on the Stock Exchange. Prospective investors should be
aware of the potential risks of investing in such companies
and should make the decision to invest only after due and
careful consideration.

Given that the companies listed on GEM are generally small
and mid-sized companies, there is a risk that securities traded
on GEM may be more susceptible to high market volatility
than securities traded on the Main Board and no assurance is
given that there will be a liquid market in the securities traded
on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange take no responsibility for the contents of this report,
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 report.

This report, for which the directors (the “Directors”) of Shen You
Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM of the
Stock Exchange (the “GEM Listing Rules”) for the purpose of
giving information with regard to the Company. The Directors,
having made all reasonable enquiries, confirm that to the best of
their knowledge and belief, the information contained in this report
is accurate and complete in all material respects and not misleading
or deceptive, and there are no other matters the omission of which
would make any statement herein or this report misleading.
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Financial Highlights
R

2

For the nine months ended 30 September 2018, the unaudited
operating results of the Company and its subsidiaries (collectively,
the “Group”) were as follows:

° revenue recorded for the nine months ended 30 September
2018 amounted to approximately HK$46.1 million;

° loss after taxation for the nine months ended 30 September
2018 amounted to approximately HK$7.3 million; and

o basic and diluted loss per share of the Company for the nine

months ended 30 September 2018 was approximately
HKO0.92 cents.
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Financial Highlights
&R

FINANCIAL INFORMATION &R

The board of Directors (the “Board”) is pleased to announce the BEZe ([EE®|)MMASHAERREE_Z
unaudited condensed consolidated results of the Group for the —/\EAA=+HIL=EARZILEAABHKREE
three months and nine months ended 30 September 2018 together  #% RS ¥4 ER - — - ER BN ALK

with the comparative unaudited figures for the corresponding T LLEHF » HUABT([Bx])dRE T :
period in 2017, which are presented in Hong Kong dollars (“HK$")
as follows:

Unaudited Condensed Consolidated Statement of Profit or Loss
AEBEZERAGEERR

For the three months and nine months ended 30 September 2018

BE—ZE-NFEAA=1FHIL=EARNEA

For the three months For the nine months
ended 30 September ended 30 September
BENA=THL=Z@EA BEAAZTHLNER

2018 2017 2018 2017

“E-N\F —2+F ZE-N\Ff T tF
Notes HK$'000 HK$'000 HK$'000 HK$'000
iy TER THL TER THT
(unaudited)  (unaudited) (unaudited) (unaudited)

(REER) (RERR) (REER) (REFR)

Revenue L6 4 16,622 18,849 46,077 50,346
Cost of sales HEKAK (13,617) (12,253) (36,714) (32,777)
Gross profit E7 3,005 6,596 9,363 17,569
Other income and gains H A Rt 5 1,604 2 2,478 60
Selling and distribution expenses HERDHEAS (1,630) (1,521) (5,098) (4,037)
Administrative expenses TBHY (4,824) (2,496) (13,891) (7,339)
Other expenses Hifx (38) (5,028) (398) (10,426)
Finance costs MEKAK 6 (232) (462) (636) (1,713)
LOSS BEFORE TAX BHA B 7 (2,115) (2,909) (8,182) (5,886)
Income tax (expense)/credit FiEH (A% E5 8 (17) (475) 840 (722)
LOSS FOR THE PERIOD HNEE (2,132) (3,384) (7,342) (6,608)

LOSS ATTRIBUTABLE TO OWNERS B ARIEA AJE(LEE
OF THE PARENT (2,132) (3,384) (7,342) (6,608)

LOSS PER SHARE ATTRIBUTABLE SYNSIE 2 NG4S

TO OWNERS OF THE PARENT BRER 10
Basic and diluted (expressed in ERREE (ERAILGITR)
HK cents per share) (0.27) (0.56) (0.92) (1.10)

HEZRERAT /2018 EE =FF E£ERE



Unaudited Condensed Consolidated Statement of Comprehensive Income
RAEBEZE ARG S 2 EBAR

For the three months and nine months ended 30 September 2018

For the three months
ended 30 September
BENA=THLE=MEA

BE—ZE-NFAA=1HI-=1AKNEA

For the nine months
ended 30 September
BZNA=TRHILLAEA

2018 2017 2018 2017
“E-NF ZET+F ZB-N\F ZTLF
HK$'000 HK$'000 HK$000 HK$'000
TR THL THT THL
(unaudited)  (unaudited) (unaudited) (unaudited)
(REER) (REBER) (REER) (REER)
LOSS FOR THE PERIOD HNEE (2,132) (3,384) (7,342) (6,608)
OTHER COMPREHENSIVE Hip2@E (&), WA
(LOSS)/INCOME
Other comprehensive income/(loss) to ~ RE& B E3 D B E 18R
be reclassified to profit or loss in Hir2EWA/(EE)
subsequent periods:
Available-for-sale investment: AHEERE
Change in fair value AREEE - = - 120
Income tax effect Fishis 2 - = - (19)
- - - 101
Exchange differences on translation of &84\ £ 7 & 1 £ 58
foreign operations (2,598) 1,225 (3,240) 3,487
OTHER COMPREHENSIVE (LOSS)/ HMREM2E(EE),RA
INCOME FOR THE PERIOD, (BEHMBRTE)
NET OF TAX (2,598) 1,225 (3,240) 3,h88
TOTAL COMPREHENSIVE HANZEBELAE
LOSS FOR THE PERIOD (4,730) (2,159) (10,582) (3,020)
ATTRIBUTABLE TO OWNERS SNt 2 UN;A
OF THE PARENT (4,730) (2,159) (10,582) (3,020)
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Unaudited Condensed Consolidated Statement of Changes in Equity

ER AL LN

A4 =
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g b

For the nine months ended 30 September 2018

BE—ZF

—NEAA=1HILAMEA

Available-for-
sale Retained
Statutory investment Exchange profits/
Share Share Merger surplus  revaluation fluctuation (Accumulated Total
capital premium reserve reserve reserve reserve losses) equity
AHEE EX REEN/
RA R EE AORE EERRERFE REERREE RBEE (RHER) BRBHE
HK'000 HK'000 HK'000 HK'000 HK'000 HK'000 HK'000 HK'000
TER TET TET TR TET TET TET TET
Asat 1 January 2017 (audited) HR=Z—+F—F—H
(E=E%) - - 40,000 5,670 (966) 6,293 10,388 61,385
Loss for the period HRER - - - - - - (6,608) (6,608)
Other comprehensive loss HREMZERS
for the period:
Change in fair value of an AEHEREAAEE
available-for-sale investment, &8 (B MK EIE)
net of tax - - - - 101 - — 101
Exchange differences on BEIBINETER)
translation of foreign EXES
operations - = = = - 3,487 - 3,487
Total comprehensive BAZERA/(BE)
income/(loss) for the period az - - - - 101 3,487 (6,608) (3,020
As at 30 September 2017 R=E—t%NA
(unaudited) =40 (REEZ) - - 40,000 5,670 (865) 9,780 3,780 58,365
As at 1 January 2018 R=Z-N\5—A—B 8,000 57,751 (1,000) 5,670 (825) 11,290 (2,802) 78,084
HKFRS 9 adjustment REBNOEBMT
on retained earnings WEERF 9 - - - - 825 - (825) -
As at 1 January 2018 RZF-N\$—A—A
(after adjustment) (FA%%) 8,000 57,751 (1,000) 5,670 - 11,290 (3.627) 78,084
Loss for the period HREE - - - - - - (7,342) (7.342)
Other comprehensive HREM2EES :
loss for the period:
Exchange differences BEEBNEBNERLZH
on translation of
foreign operations - - - - - (3,240) - (3,240)
Total comprehensive HRE2AEBELEE
loss for the period - - - - - (3,240) (7,342) (10,582)
As at 30 September 2018 R=Z—\$1A
(unaudited) =+H (REEZ) 8,000 57,751 (1,000) 5,670 - 8,050 (10,969) 67,502
HEZERERATE /2018 EE=FEL£ERE



Notes to the Unaudited Condensed Consolidated Financial Statements
FEBIZ AT A SR T

6

For the three months and nine months ended 30 September 2018 & Z—-ZF— \FANA=+HIL=1EARKNEA

CORPORATE AND GROUP INFORMATION 1. ARREEEHR

The Company was incorporated as an exempted company ARRRZZE—ENATN\BIRER
with limited liability in the Cayman Islands under the SERENRIA(RIEE]) ER S B
Companies Law (as revised) of the Cayman Islands on 18 K AERRER AR M EEA
August 2016. The registered office address of the Company 1A Clifton House, 75 Fort Street, P.O.
is Clifton House, 75 Fort Street, P.O. Box 1350, Grand Box 1350, Grand Cayman KY1-1108,
Cayman KY1-1108, Cayman Islands. The shares of the Cayman Islands ° " R Bl H X = =&
Company were listed on GEM of The Stock Exchange of —tF+ A+ RBEEEBBARSFT
Hong Kong Limited (the “Stock Exchange”) on 15 December BRAF([HRAT]) GEM £ »

2017.

The Company is an investment holding company. During the ARANRABIREER AT - KAGIKEA
period, the Company’s subsidiaries were principally engaged AHANTENEEE RSN ERE
in the manufacture and trading of high performance sewing EEAEERES o

threads and broad categories of garment accessories.

The ultimate holding company of the Group is Three Gates N EH & KRR A [ AThree Gates
Investment Limited, which was incorporated in the British Investment Limited ' TIRREBR LS
Virgin Islands (“BVI") with limited liability and is controlled by ((EBELZEE )M ERA
Mr. Wong Kwok Wai, Albert. Al - HEBE e -

BASIS OF PREPARATION 2. mEEE

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (which include
all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants
("HKICPA"), accounting principles generally accepted in
Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance. They have been prepared under
the historical cost convention, except for financial assets at
fair value through profit or loss and available-for-sale
investment which have been measured at fair value. These
financial statements are presented in Hong Kong dollars and
all values are rounded to the nearest thousand except when
otherwise indicated.

The unaudited condensed consolidated financial statements
have been prepared in accordance with the same accounting
policies adopted in the 2017 annual financial statements
except for the adoption of the standards, amendments and
interpretation issued by the HKICPA mandatory for the annual
periods beginning on 1 January 2018. The effect of the
adoption of these standards, amendments and interpretation
is described in our 2017 annual financial statements.
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Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
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For the three months and nine months ended 30 September 2018

2.

BASIS OF PREPARATION (Continued)
Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the nine months ended 30
September 2018. A subsidiary is an entity (including a structured
entity), directly or indirectly, controlled by the Company. Control
is achieved when the Group is exposed, or has rights, to variable
returns from its involvement with the investee and has the
ability to affect those returns through its power over the
investee (i.e. existing rights that give the Group the current
ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and
(c) the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are
consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the three elements of control described above. A
change in the ownership interest of a subsidiary, without a loss
of control, is accounted for as an equity transaction.
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Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
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For the three months and nine months ended 30 September 2018

2.

BASIS OF PREPARATION (Continued)
Basis of consolidation (Continued)

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group's share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The Group has adopted the following new and revised Hong
Kong Financial Reporting Standards(“HKFRSs")(which
include all Hong Kong Financial Reporting Standards, HKASs
and Interpretations) issued by the HKICPA for the first time
for these Financial Statements.

Amendments to Classification and Measurement of

HKFRS 2 Share-based Payment Transactions
Amendments to Applying HKFRS 9 Financial
HKFRS 4 Instruments with HKFRS 4
Insurance Contracts
HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts

with Customers
Clarifications to HKFRS 15 Revenue
from Contracts with Customers

Amendments to
HKFRS 15
Amendment to Transfers of Investment Property

HKAS 40
HK (IFRIC) — Int 22 Foreign Currency Transactions and

Advance Consideration

Amendments to HKFRS 1 and
HKAS 28

Annual Improvements
2014-2016 Cycle

SHEN YOU HOLDINGS LIMITED / THIRD QUARTERLY REPORT 2018
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Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
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For the three months and nine months ended 30 September 2018 EZ—Z%
3. CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

Other than the impact of HKFRS 9 and HKFRS 15 as
disclosed in note 2.3 of the Group's financial statements in
the Group's annual report for the year ended 31 December
2017, the Group expects that the adoption of the above new
and revised standards will have no significant impact on these
financial statements.

4. OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and
trading of high performance sewing threads and broad
categories of garment accessories. For management
purposes, the Group operates in one business unit and has
one reportable operating segment, which is the thread
segment that manufactures and sells sewing threads and
garment accessories. Accordingly, no further operating
segment information is presented.

Geographical information

Revenue from external customers

For the three months ended

—NFAA=+HIE=1EAFRAMEA

BRAKEFEHRAHEBE_—_T—tF+=
A=+ —ALFENTREHBHRERN
23 MBENTRBYBRELERNE N
REBMGHRELEME1SRNTEIN
ANEEE TR R LA 3R] AR EFT R
HrEHLENBERRELEEATE
HER

A
4. REH

AEETBENFEERHEBEEAR

ﬂ%;*éﬁﬁlﬁ“*ﬁﬁﬂr REEEMME @ &
BEe—EXBEMALRER —E2H

%%ﬁ% B R A A A R BB
ﬁﬂmzﬁﬂ/\*ﬁ .U:l::[ﬂ{ &z\g_%/\*/'\
HRR HLA AR -

i EE R
REIIMBEF KK

For the nine months ended

30 September 30 September

BEZENA=1HLE=fEA BENA=tTHILENEAR
2018 2017 2018 2017
—E-N\F —tEF —E-N\F —tF
HK$'000 HK$'000 HK$'000 HK$'000
TER THT TER THET
(unaudited) (unaudited)  (unaudited) (unaudited)
(RBER) (RieER) (REBER)  (REER)
Mainland China Bl 10,222 8,456 27,811 24,980
Hong Kong B8 549 3,620 2,373 6,988
Overseas BN 5,851 6,873 15,893 18,378
16,622 18,849 46,077 50,346

The revenue information is based on the locations of the
customers.

W BB HEREPREE D -
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Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
FEEZ AT S ISR M5 (48)

For the three months and nine months ended 30 September 2018 & Z—-ZF— \FANA=+HIL=1EARKNEA

5. REVENUE, OTHER INCOME AND GAINS 5. W&  Hh A RS
Revenue represents the net invoiced value of goods sold, WHIEE EEmANEREBEFEE (BHk
after trade discounts and sales taxes. R REFEH) o
An analysis of revenue, other income and gains is as follows: e« HURA RIEmM DT ¢
For the three months For the nine months
ended 30 September ended 30 September
BEAA=THL=@EA BEAA=THLAEAR
2018 2017 2018 2017

“§-N\F “FtF —F-N\F "B LF
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TEx T

(unaudited)  (unaudited) (unaudited) (unaudited)

(REER) (REER) (REER) (REER)

Revenue e
Sales of goods HEEM 16,622 18,849 46,077 50,346
Other income and gains Hig AR 855
Bank interest income BATH LA 1 - " 1
Exchange gains, net [ R 2% E 1,028 = 1,235 =
Fair value gain on financial assets at BARBEGABSENEREEN

fair value through profit or loss AnEEER 57 = 114 =
Gain on disposal of items of property, HENE BERREERZ

plant and equipment a5 - 2 - 59
Gross rental income RNt 291 - 891 -
Others Hil 227 - 227 -

1,604 2 2,478 60

1 O SHEN YOU HOLDINGS LIMITED / THIRD QUARTERLY REPORT 2018



Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
FEEZ AL S ISR M5 (48)

For the three months and nine months ended 30 September 2018 #Z —Z— \FANA=1HIF=1EA EKN1EA

6. FINANCE COSTS 6. BERAX
An analysis of finance costs is as follows: RERADITUT -
For the three months For the nine months

ended 30 September ended 30 September
BENA=THL=@A #BEAA=THLAEA
2018 2017 2018 2017
“E-N\E ZEZ—tHf ZE-NF ZT—+F
HK$'000 HK$'000 HK$'000 HK$'000
FHET THT FET THET
(unaudited)  (unaudited) (unaudited)  (unaudited)

(REER) (REBR) (REER) (REER)

Interest on bank loans and overdrafts ROERFIBRES 232 462 636 1,713
7. LOSS BEFORE TAX 7. BRBAIEE
The Group's loss before tax is arrived at after charging/ AREBHBRFAIEEDSNG (GFA) T
(crediting): FIE=S
For the three months For the nine months
ended 30 September ended 30 September
BEAA=THL=@A BEAA=THLAEAR
2018 2017 2018 2017

“E-N\F ZE+tF ZE-\F Z2tF
HK$'000 HK$'000 HK$'000 HK$'000
TET TR THET T
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REER) (REER) (REER) (KEER)

Cost of inventories sold BEERFERA 13,617 12,253 36,714 32,777
Depreciation e 223 93 397 284
Recognition of prepaid lease payments REFRAEETE

for buildings 82 67 246 206
Minimum lease payments under REME HERS -

operating leases:

Land and building and office equipment T3 REF RPN R 496 429 1,361 1,237
Auditor's remuneration 7t il 310 311 1,100 904
Employees' benefit expenses EERHNAX (TaEESEH)

(excluding Directors' remuneration) 4,935 4,572 15,077 11,529
Net exchange loss/(gain) SNEEIE,/(1825) 58 (1,028) 216 (1,235) 1,007
(Gain)/Loss on disposal of fixed assets HERTEEY, (%) /EE - (2) 322 (59)
Listing expenses iniileh - 5,151 - 9,418
Fair value gain on financial assets at BROABEMABENSHEE

fair value through profit or loss MAREEESE (57) - (114) =

HEERERAT /2018EE=FExER:s 1]



Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
FEEZ AT S ISR M5 (48)

For the three months and nine months ended 30 September 2018 & Z—-ZF— \FANA=+HIL=1EARKNEA

8. INCOME TAX 8. MBH
The Group is subject to income tax on an entity basis on RNREBBIREEEERELASNRNAE
profits arising in or derived from the jurisdictions in which BB ARG EKEREREEER
subsidiaries of the Group are domiciled and operate. Pursuant Hm M BN FT1SH - BIEHSHE R K
to the rules and regulations of the Cayman Islands and BVI, BRTHEENRRAEEHE  NEFHA
the Group is not subject to any income tax in the Cayman BNRERESRABEXHENEMEAT
Islands and BVI. 1237 -
Hong Kong profits tax has been provided at the rate of 16.5% EBNEHIIEREE—_E—+tFE R
on the estimated assessable profits arising in Hong Kong E—NFAA=ZTBILABEAREBE
during the nine months ended 30 September 2017 and 2018. ST E AR TR i PR i R 16.5% 1B
R -
Pursuant to the PRC Income Tax Law and the respective BIERBREFRENERBREE  REP
regulations, the subsidiaries which operate in Mainland China A4 & 7 BB A Bl B IR fE R UL AHY
are subject to corporate income tax at a rate of 25% on the 25% SN ZEFRIS R ©
taxable income.
For the three months For the nine months
ended 30 September ended 30 September
BEAA=THL=@EA BEAA=THLAER
2018 2017 2018 2017
“E-\F ZEB+F ZE-N\F ZZ+F
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TEx TR
(unaudited)  (unaudited) (unaudited) (unaudited)
(REER) (REBR) (REER) (REER)
Current — Hong Kong and Mainland China  BNE8 — &7 K& Bl A3t - 421 - 533
Deferred EE 17 54 (840) 189
Tax expense/(credit) BEYH /(KR) 17 475 (840) 722
9. DIVIDENDS 9. RKE

EXgTEINBE_T-A\FNA
=t HIENAEARER RS

The Board does not recommend the payment of an interim
dividend for the nine months ended 30 September 2018.

12
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Notes to the Unaudited Condensed Consolidated Financial Statements (Continued)
FEEZ AL S ISR M5 (48)

For the three months and nine months ended 30 September 2018 #Z —Z— \FANA=1HIF=1EA EKN1EA

10. LOSS PER SHARE ATTRIBUTABLE TO 10. BRFREEABLEEBRER
OWNERS OF THE PARENT

For the three months For the nine months
ended 30 September ended 30 September
BEAA=tHL=EA HBEAA=THLAEA

2018 2017 2018 2017
“E-N\E ZE—+tF ZEBE-N\E ZZ—+F
(unaudited)  (unaudited) (unaudited) (unaudited)

(REER) (REER) (REER) (REER)

Loss attributable to owners of the parent B A BB AELEBE (TET)

(HK$'000) 2,132 3,384 7,342 6,608
Number of shares B 800,000,000 600,000,000 800,000,000 600,000,000
Basic and diluted loss per share (HK cents) &RREA K#55ER (51) 0.27 0.56 0.92 1.10

HEZRERAT /2018 EE =FF E£ERE
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BUSINESS REVIEW

The Group is principally engaged in the manufacturing and selling
of sewing threads. It currently manufactures polyester sewing
threads, which are mainly used for garments. The major product of
the Group is 100% spun polyester sewing threads. Other types of
sewing threads are also offered, including textured polyester
series, elastic filament sewing threads and weft yarn. The Group’s
customers are located in the People’s Republic of China (the
“PRC"), Hong Kong as well as overseas countries, including United
Arab Emirates (“UAE"), Mauritius and Australia. VWhile the Group's
customers in the PRC and Hong Kong are mainly garment
manufacturers, its overseas customers are mainly wholesalers. The
production facilities of the Group, where the sewing threads
manufacturing process is conducted, are located in Liwan,
Guangzhou (the “Guangzhou Production Facilities”).

For the nine months ended 30 September 2018, the Group’s
revenue decreased by approximately 8.5% as compared with that
for the nine months ended 30 September 2017. The gross profit
margin decreased to approximately 20.3% for the nine months
ended 30 September 2018 from approximately 34.9% for the same
period in the preceding year. The decrease in gross profit margin
was mainly attributable to the significant increase in direct material
costs, processing fees and staff costs incurred by the Group for
the nine months ended 30 September 2018.

Non-recurring listing expenses were not recognised in the Group's
unaudited condensed consolidated statements of profit or loss for
the nine months ended 30 September 2018. In comparison, non-
recurring listing expenses of approximately HK$9.4 million were
recognised for the same period in 2017.

The loss attributable to the owners of the parent increased to
approximately HK$7.3 million for the nine months ended 30
September 2018 from approximately HK$6.6 million for the same
period in 2017, representing an increase of approximately 11.1%.
Such increase was primarily due to the increase in staff costs for
the sales department and administrative department, which in turn
increased the Group's selling expenses and administrative
expenses for the nine months ended 30 September 2018.
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Management Discussion and Analysis (Continued)
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FINANCIAL REVIEW

Revenue

The Group's products are sold in the PRC, Hong Kong as well as
overseas. The following table sets out a breakdown of the Group’s
revenue attributable to domestic and overseas sales of the Group's
sewing threads for each of the nine months ended 30 September
2017 and 2018:

AEENERSNTE  FEMEIMNEE - T
REFAEBRNBE_T—FR T N\F
NA=ZTRESNEARERARBIMNEE
AEE B AR EO DN

Nine months ended 30 September
BEhA=+HLEIEA

Rate of
2018 2017 change
—E-N\& —T—+F s

% of total % of total
HK$'000 revenue HK$'000 revenue %
FHET EHERE% THBIT (HBKE % %
PRC =8 27,811 60.4 24,980 49.6 11.3
Hong Kong BB 2,373 5.1 6,988 18.8 (66.0)
Overseas (Note) AN (PR EE) 15,893 345 18,378 36.5 (13.5)
46,077 100 50,346 100 (8.5)

Note: For each of the nine months ended 30 September 2017 and 2018, the Group
exported its products to countries including but not limited to UAE, Mauritius
and Australia.

The Group’s revenue decreased to approximately HK$46.1 million
for the nine months ended 30 September 2018 from approximately
HK$50.3 million for the nine months ended 30 September 2017,
representing a decrease of approximately 8.5%. Such decrease
was mainly attributable to the decrease in sales to the Hong Kong
and overseas markets.

Mz #E T +FR-T-NFAA=THIEENE
A AEEHERHOEZEAER - SFEETRRY)
PR RS ~ ERFRET BN o

AEBNEEHBEE_T—tFNAA=THIE
NEAKB0IBEET  THREBRE_FT—N\
FARA=THIENEAD461BEET  TK
#185% ° TEKIIEBEARRNMAEE KBTS
HEHER D PTER -

HEZRERAT /2018 EE=FFE£ERE
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Cost of sales

The Group’s cost of sales primarily consists of direct material
costs, processing fees, direct labour costs and welfare and social
insurance. The cost of sales increased to approximately HK$36.7
million for the nine months ended 30 September 2018 from
approximately HK$32.8 million for the nine months ended 30
September 2017, representing an increase of approximately
12.0%. The Group’s cost of sales increased due to the significant
increase in direct material costs, processing fees, and staff costs.

Gross profit and gross profit margin

The Group's gross profit decreased to approximately HK$9.3 million
for the nine months ended 30 September 2018 from approximately
HK$17.6 million for the nine months ended 30 September 2017,
representing a decrease of approximately 46.7%. The decrease in
gross profit was mainly attributable to the significant increase in
direct material costs, processing fees and staff costs. The Group’s
gross profit margin decreased to approximately 20.3% for the nine
months ended 30 September 2018 from approximately 34.9% for
the nine months ended 30 September 2017, which was also a
result of the aforementioned reasons.

Other gains/(losses), net

The Group recorded other gains, net of approximately HK$2.1
million for the nine months ended 30 September 2018 as compared
with other losses, net of approximately HK$10.4 million for the nine
months ended 30 September 2017. Such change was mainly
attributable to (i) no listing expenses being recognised for the nine
months ended 30 September 2018; and (2) the recognition of
exchange gain and gross rental income during the nine months
ended 30 September 2018.
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Management Discussion and Analysis (Continued)
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Selling expenses

Selling expenses mainly consist of staff costs of the sales
department and transportation expenses. Selling expenses
increased to approximately HK$5.1 million for the nine months
ended 30 September 2018 from approximately HK$4.0 million for
the nine months ended 30 September 2017, representing an
increase of approximately 26.3%. The increase in the Group’s
selling expenses was mainly attributable to the increase in staff
costs of the sales department.

Administrative expenses

Administrative expenses primarily consist of staff costs of the
administration department, Directors’ remuneration and legal and
professional fees. Administrative expenses increased to
approximately HK$13.9 million for the nine months ended 30
September 2018 from approximately HK$7.3 million for the nine
months ended 30 September 2017, representing an increase of
approximately 89.3%. Such increase was mainly attributable to the
increase in staff costs of the administration department, Directors’
remuneration, audit fee and legal and professional fees.

Listing expenses

For the nine months ended 30 September 2018, the Group did not
recognise any non-recurring listing expenses in the unaudited
condensed consolidated statement of profit or loss. Alternatively,
listing expenses of approximately HK$9.4 million were recorded in
the Group’s unaudited condensed consolidated statement of profit
or loss for the nine months ended 30 September 2017.

Loss before income tax

As a result of the aforesaid, the Group recorded a loss before
income tax of approximately HK$8.2 million for the nine months
ended 30 September 2018, representing an increase of
approximately 39.0% from approximately HK$5.9 million for the
same period of the preceding year.

HERX

HERAX T ZEBHEMFINE TR KLE
WE - HERXHBEE_T—/\FALA=1H
FENAEAMIOEERET BMEHE_T
—\FNAA=1THLENEANIBEETT
HEINAI26.3% © AKEHER IR NI EEH
RIHERRPTEY B TR AL ANFTEL

ITHFX

THASXEZRFETEHBPAINE XA £5
e REZZREEER - THRAXHAEE=
E—+FNA=ZTHIENERLN7IEEET
ERAEHE_Z—\FAA=THILAMBALN
13.9B&BIT ' EF%89.3% - B EHTI=E
DHRITHIFANE THRA - EE5ME - B
BRAMEAERBEEREIMATE

EHRX
REBE-_FT-/\FAA=THLLAEAR  £&
B AR KR ZEALR S B R AR IR

FEEUELETHX - MRBE—T—EFNHA
=tHIENMEAAEEREEXEREEER
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ARALEIE  ARBEREE_Z—/\FNA
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Total comprehensive loss attributable to the owners of
the parent

The total comprehensive loss attributable to the owners of the
parent increased to approximately HK$10.6 million for the nine
months ended 30 September 2018 from approximately HK$3.0
million for the nine months ended 30 September 2017,
representing an increase of approximately 250.4%. Such increase
was mainly attributable to the appreciation of the Renminbi against
the Hong Kong dollar and increase in loss for the nine months
ended 30 September 2018.

Basic and diluted loss per Share

The Company’'s basic and diluted loss per Share for the nine
months ended 30 September 2018 was approximately HK0.92
cents (2017: HK1.10 cents), representing a decrease of
approximately HK0.18 cents, or approximately 16.4%, which was
primarily due to the issue of additional shares of the Company upon
the listing of its shares on the Stock Exchange on 15 December
2017.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim
dividend for the nine months ended 30 September 2018.

CAPITAL STRUCTURE

The shares of the Company (the “Shares”) were listed on 15
December 2017 (the “Listing Date”). There has been no change in
the capital structure of the Group since the Listing Date and the
share capital of the Group only comprises ordinary Shares.

As at 30 September 2018, the Company's issued share capital
amounted to HK$8.0 million, divided by 800,000,000 Shares of
HK$0.01 each.

SIGNIFICANT INVESTMENTS

As at 30 September 2018, the Group did not hold any significant
investments (as at 30 September 2017: Nil).
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FOREIGN EXCHANGE EXPOSURE

The Group is exposed to foreign currency risk when it enters into
transactions which are not denominated in the Group’s functional
currency. Such exposure mainly relates to the distribution and sale
of the Group's products and purchases of raw materials in the PRC.
As at 30 September 2018, the Group did not have a foreign
currency hedging policy. Yet, the Group’s management monitors
foreign exchange exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

CONTINGENT LIABILITIES

As at 30 September 2018, the Group did not have material
contingent liabilities (as at 30 September 2017: Nil).

FUTURE PROSPECTS

The shares of the Company were successfully listed on GEM of
the Stock Exchange on 15 December 2017 (the “Listing”),
signifying a remarkable accomplishment for the Group. Besides
bringing more business opportunities to the Company, the Listing
also enables the Company to enhance its internal corporate
governance functions and image. Further, the Listing provided an
opportunity for the Company to strengthen its internal control
procedures and raise the efficiency of the Group’s daily operations.

The Directors envisage that there are considerable business
opportunities in the sewing threads industry. With the financial
position strengthened and credibility enhanced from the Listing,
the Group has confidence in capturing more business opportunities
in the sewing threads industry and implementing its expansion plan
set out in the section headed “Future Plans and Use of Proceeds”
in the prospectus of the Company dated 30 November 2017. The
Group places much emphasis on satisfying customers’ needs with
high quality and differentiated products and thus maintaining long-
term business relationships with its customers. Apart from the
machinery upgrade and acquisition, the Company is in the process
of setting up a sales office in Zhejiang province with a view to
expanding its sales network and exploring new business
opportunities to further promote growth of the Group.

S EE LB

AEERFT L ARAEINEE B FHER R H &
ZONERR - BRARR T EERN P D 8K H
EXREENERIBERMAER R-F
—N\FAA=1H  NEEILEIE LK
TR AEEEEESE Y ERINER
B2 - WARRNBREFEREAINERR -

HAREE

RZZE-N\FAA=1TH AEELEERK
RBBER_T—LFNAA=1TRH: 8\

RERE

ARBBEMNR_F—tF+ A +THAKIR
BERXFAGEM LM ([ £ ) » BHEAEED
BREBL - L NMERARBFHREZ K -
TMRTTE RN RERBBE R R 1o - £
AR AR ISR A BRIE IR Fr 1Y AR T+ A
SEREZEMRNYE -

EXERHRIRITENABAEDH - AN LD
EHBRAEMBRREELT  AKEEE
DRAIRBARITENIEER S - YRR
ARRBHA-ZT—tF+-A=THHER
BiEF IRKAERAAEFRERE ] —HMHE
MERAE - AREEEFEENREEFHE
BRFEEMNTR  EMEZPRFREN
EBRR - R R RBEKSRN  ARFER
WTERIEERER - UHBEREHEEE
KRERH A BRE - SHEEAKENIE
£ o

HERBARAT /2018 FE =FE#ERE

19



Other Information
H b & R

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ANY
ASSOCIATED CORPORATION

As at 30 September 2018, the interests or short positions of each
of the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong) (the “SFO"), which were (a) required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which
they were taken or deemed to have taken under such provisions of
the SFO); or (b) required to be recorded in the register required to
be kept under section 352 of the SFO; or (c) as otherwise notified
to the Company and the Stock Exchange pursuant to rules 5.46 to
5.67 of the GEM Listing Rules, were as follows:

EEREFETBRAEBREQT REM
HEEBR RS - HERO RE#EE
HHERERAR

RZE—N\FNLA=Z+H XRARZEERE
ZITBABRARB RERE ZB (TERE
BERE EZHFLAEK((BERHBE
&A1) 28XV EB) BIR% 1D ~ ABRIRR (D R EREE
HH@QEBEZSFLBHEEMIFEXVEFET RS
DEPBEMEARRNB KRR FINERIAR (B
EREEH R AE RGN B BIEUREW & 1E
WRIEBERERS FAR) () BRRAESF
K BB 161 58 352 {6647 TE 1Y & 50 i A9 i 25 5800k
B (o) RIEGEM £ BIZE 5.46 £5.67 1§
IRE A MG AN R KB R PR R SR B R
T

Percentage of
issued share

Number of capital of
ordinary the Company
Name of Director Nature of interest/holding capacity Shares held (Note 1)
RN
i ERITREH
EERE REME BRI G ZEREE B (KE1)
Mr. Wong Kwok Wai, Albert Interest of a controlled corporation 600,000,000 (L) 75%
(Notes 2, 3)
600,000,000 &
=HERE Ryt s A7 (L) 75%
(BisE2 - 3)
Notes: Bt
1. As at the date of this report, the Company's issued ordinary share capital was 1 RARERH  ARAMNEBTEBRERAS
HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each. 8,000,0007% 7T * % /800,000,000 % & % 0.01 % 7T
HIRRE °
2. Three Gates Investment Limited (“Three Gates Investment”), a company 2. Three Gates Investment Limited ([ Three Gates

incorporated in the British Virgin Islands on 15 August 2016, is wholly and
beneficially owned by Mr. Wong Kwok Wai, Albert (“Mr. Wong”), who is the
chairman and an executive Director of the Company. Therefore, Mr. Wong is
deemed to be interested in 600,000,000 Shares held by Three Gates
Investment by virtue of the SFO.

& The letter “L" denotes the person’s long position in the Shares.
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Other Information (Continued)
HER (48)

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ANY
ASSOCIATED CORPORATION (Continued)

Save as disclosed above, as at 30 September 2018, none of the
Directors or the chief executive of the Company had any other
interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO), which were required to
be recorded in the register kept by the Company pursuant to
section 352 of the SFO, or as otherwise notified to the Company
and the Exchange according to rules 5.46 to 5.67 of the GEM
Listing Rules.

INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

To the best knowledge of the Directors, as at 30 September 2018,
the following persons or corporations (other than the Directors and
the chief executive of the Company) who had interests and/or short
positions in the shares or underlying shares of the Company which
would be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept under section 336 of the SFO were
as follows:

EERFTETHRAERAE QT REM
MEEEN RS - HERGORERERE
PR X R (&)

B EXHBEEIN R N\FHLA=1+8"
AAREZEFHEEZTHABRARAIHE AW
O EE (& R EBHLKBERAIEXVE) B
fgfn - ARG IEEFPREBELAZSER
BB 0I5 352 (R EA R Al F B M Bt sk
RIEGEM MR BI85 5.46 £5.67 {58 F 7B A
AR R MR TR E R EMERIOAR

FERRRAQARSG REBERS S
MEER AR

BEEMM R N\FALA=TH KX
RERD AR P EERIERE S KRB K
FIEXVEE 2 % 3D BPARE T AR B LA
ANFE 5 N B 155155 336 161 1 9 & FC i 60 1
wBRARRHALTIEB(RRAREERE
RITBABRINGT ¢

Percentage of
issued share

Number of capital of

ordinary the Company

Name of Substantial Shareholder Nature of interest/holding capacity Shares held (Note 1)

RN

i ERITREHN

TERRER BEME RS G EERYE ‘oL (M)

Three Gates Investment Beneficial owner 600,000,000(L) 75%
(Notes 2, 3)

Three Gates Investment EmEa A 600,000,000(L) 75%
(MtzE2 - 3)
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY
(Continued)

Notes:

1. As at the date of this report, the Company’s issued ordinary share capital was
HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each.

2. Three Gates Investment, a company incorporated in the British Virgin Islands
on 15 August 2016, is wholly and beneficially owned by Mr. Wong, who is the
chairman and an executive Director of the Company. Therefore, Mr. Wong is
deemed to be interested in 600,000,000 Shares held by Three Gates
Investment by virtue of the SFO.

8. The letter “L" denotes the person'’s long position in the Shares.

Save as disclosed above, as at 30 September 2018, the Directors
are not aware of any interests and short positions owned by other
parties, other than a Director or the chief executive of the Company
who held interests or short positions in the shares and the
underlying shares of the Company which were required to be
disclosed under the provisions of Divisions 2 and 3 of Part XV of
the SFO, or which were recorded in the register required to be kept
under section 336 of the SFO.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESSES

The Directors and the controlling shareholders of the Company
have confirmed that for the nine months ended 30 September
2018 and up to the date of this report, none of the Directors,
controlling shareholders of the Company or any of their respective
close associates (as defined in the GEM Listing Rules), engaged in
any business that competes or may compete with the business of
the Group, or had any other conflict of interest with the Group.
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CORPORATE GOVERNANCE PRACTICES

The Board believes that cultivating and maintaining a culture
focused on good corporate governance is essential to effect strong
business growth and continue the efficient management of the
Company. The Directors are of the view that strong corporate
governance practices can safeguard the interests of and ensure
accountability to the shareholders of the Company (the
“Shareholders”) as a whole.

The corporate governance code (the “CG Code"”) as set out in
Appendix 15 to the GEM Listing Rules has been adopted by the
Board. Nevertheless, the Directors are committed to regularly
reviewing its corporate governance practices to ensure conformity
with the standard set out in the CG Code, as well as meeting the
rising expectation of the Shareholders and other stakeholders of
the Company.

Except for the deviation from code provision A.2.1 of the CG Code,
the Board is of the view that the Company has complied with the
code provisions of the CG code for the nine months ended 30
September 2018.

Mr. Wong Kwok Wai, Albert is the chairman of the Board and the
chief executive officer of the Company and has been involved in
the daily operations management of the Group since 2008. The
Directors believe that vesting the roles of the chairman of the
Board and the chief executive officer of the Company in Mr. Wong
will ensure strong and consistent leadership, facilitate the Group's
business strategies and boost the effectiveness of its operation.
The Board will continue to review and consider splitting the roles of
chairman of the Board and the chief executive officer of the
Company when such role splitting is beneficial to the Group as a
whole.
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INTERESTS OF THE COMPLIANCE ADVISER

Pursuant to rule 6A.19 of the GEM Listing Rules, the Company has
appointed Huabang Corporate Finance Limited (“Huabang”) to be
the compliance adviser. The Company has been informed by
Huabang that neither Huabang nor its directors or employees or
close associates have, or may have, any interest in the share capital
of the Company or an member of the Group (including options or
rights to subscribe for such securities), which is required to be
notified to the Company pursuant to rule 6A.32 of the GEM Listing
Rules, except for the compliance adviser agreement entered into
between the Company and Huabang dated 29 November 2017.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the standard of dealings regarding
securities transactions by the Directors equivalent to the required
standard of dealings as set out in rules 5.48 to 5.67 of the GEM
Listing Rules. The Directors have all confirmed, having been made
specific enquiry by the Company, that they have complied with the
required standard of dealings and the required standard concerning
securities transactions by the Directors for the nine months ended
30 September 2018.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the nine
months ended 30 September 2018.
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EVENTS AFTER REPORTING DATE

There are no material subsequent events undertaken by the Group
after the reporting period.

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
was established pursuant to rules 5.28 to 5.33 of the GEM Listing
Rules and code provision C.3.3 of the CG Code. The Audit
Committee is mainly responsible for reviewing financial
information, monitoring the Company’s financial reporting system
and internal control procedures and maintaining the relationship
with the Company’s auditors.

The Audit Committee consists of three independent non-executive
Directors, namely, Mr. Sung Alfred Lee Ming (the chairman), Dr.
Yeung Ngai Man, John and Mr. Zhang Guofu. No member of the
current Audit Committee is a member of the previous independent
auditor of the Company. The Audit Committee has reviewed this
report as well as the unaudited third quarterly results of the Group
for the nine months ended 30 September 2018.

Hong Kong, 9 November 2018
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BOARD OF DIRECTORS
Executive Directors

Mr. Wong Kwok Wai, Albert (Chairman)
Mr. Yu Miaogen

Non-executive Director

Mr. Gao Biao
Mr. Shi Guixiang

Independent non-executive Director
Dr. Yeung Ngai Man, John

Mr. Sung Alfred Lee Ming

Mr. Zhang Guofu

COMPLIANCE OFFICER

Mr. Chan Yiu Tung, Enoch

AUTHORISED REPRESENTATIVES

Mr. Wong Kwok Wai, Albert
Mr. Chan Yiu Tung, Enoch

COMPANY SECRETARY

Mr. Chan Yiu Tung, Enoch

AUDIT COMMITTEE

Mr. Sung Alfred Lee Ming (Chairman)
Dr. Yeung Ngai Man, John

Mr. Zhang Guofu

REMUNERATION COMMITTEE

Dr. Yeung Ngai Man, John (Chairman)
Mr. Sung Alfred Lee Ming
Mr. Zhang Guofu
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NOMINATION COMMITTEE

Mr. Wong Kwok Wai, Albert (Chairman)
Mr. Sung Alfred Lee Ming
Mr. Zhang Guofu

AUDITOR

Ernst & Young
Certified Public Accountants

PRINCIPAL BANK
The Hong Kong and Shanghai Banking Corporation Limited

REGISTERED OFFICE

Clifton House

75 Fort Street, PO Box 1350
Grand Cayman, KY1-1108
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN THE PRC

No. 386 Zeng Nan Road
Zeng Jiao Cun

Fang Cun

Liwan District
Guangzhou

China

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

Units 2005-06, 20/F
Enterprise Square Two
No. 3 Sheung Yuet Road
Kowloon Bay

Kowloon, Hong Kong
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Clifton House

75 Fort Street, PO Box 1350
Grand Cayman, KY1-1108
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HONG KONG BRANCH SHARE REGISTRAR AND

TRANSFER OFFICE

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL SHARE REGISTRAR AND

TRANSFER OFFICE

Estera Trust (Cayman) Limited
Clifton House

75 Fort Street, PO Box 1350
Grand Cayman, KY1-1108
Cayman Islands

COMPANY'’S WEBSITE
www.shenyouholdings.com
STOCK CODE

8377
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