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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 paragraph 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 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 as to the contents of this prospectus or any other
documents referred to above.

The Offer Price is expected to be determined by agreement between us and the Lead Manager (on behalf of the Underwriters) on or
before Monday, January 25, 2010 or such later date as may be agreed by us and the Lead Manager, but in any event not later than
Tuesday, January 26, 2010. The Offer Price will be not more than HK$1.43 per Offer Share and is currently expected to be not less than
HK$1.20 per Offer Share, unless otherwise announced. Investors applying for the Public Offer Shares must pay, on application, the
maximum Offer Price of HK$1.43 per Offer Share, together with brokerage of 1%, SFC transaction levy of 0.004% and Stock Exchange
trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$1.43. The Lead Manager (on behalf of the Underwriters)
may, with our consent, reduce the indicative Offer Price range stated in this prospectus at any time prior to the morning of the last day
for lodging applications under the Public Offer. In such case, a notice of the reduction of the indicative Offer Price range will be
published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese), not later than the morning
of the last day for lodging applications under the Public Offer. If applications for Public Offer Shares have been submitted prior to the
day which is the last day for lodging applications under the Public Offer, then even if the Offer Price is so reduced, such applications
cannot subsequently be withdrawn.

If, for any reason, the Offer Price is not agreed between us and the Lead Manager (on behalf of the Underwriters) on or before Tuesday,
January 26, 2010, the Share Offer will not proceed and will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus,
including the risk factors set out in the section headed “Risk Factors” in this prospectus.

Pursuant to certain provisions contained in the Underwriting Agreements in respect of the Offer Shares, the Lead Manager (on
behalf of the Underwriters) has the right in certain circumstances, in its absolute discretion, to terminate the obligations of the
Underwriters pursuant to the Underwriting Agreements at any time prior to 8:00 a.m. (Hong Kong time) on the day on which
dealings in the Shares first commence on The Stock Exchange of Hong Kong Limited. Further details of the terms of such
provisions are set out in the section headed “Underwriting” in this prospectus. It is important that you refer to that section for
further details.
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EXPECTED TIMETABLE®

Application lists open® . ... ... ... .. .. ... ... ... ... 11:45 a.m. on Friday, January 22,

Latest time for lodging WHITE and YELLOW
Application Forms and giving electronic application
instructions to HKSCC® . .. ... ... ... ... ... ...... 12:00 noon on Friday, January 22,

Latest time to complete electronic applications under
HK eIPO White Form service through the designated
website www.hkeipo.hk(4) ......................... 11:30 a.m. on Friday, January 22,

Latest time to complete payment of HK eIPO White Form

applications by effecting internet banking transfer(s) or

PPS payment transfer(s) . ........... .. .. .. .. .. ... 12:00 noon on Friday, January 22,
Application lists close . ............ .. .. .. .. .. ..... 12:00 noon on Friday, January 22,
Expected Price Determination Date . ............. ... ........... Monday, January 25,
(1) Announcement of the Offer Price, the level of indication of interest in

2)

the Placing, level of the applications and basis of allocation of

the Public Offer Shares under the Public Offer to be published in

the South China Morning Post (in English) and the Hong Kong

Economic Times (in Chinese) on or before.................... Friday, January 29,

Results of allocations in the Public Offer (with successful applicants’

identification document numbers, where appropriate) to be available

through a variety of channels (see paragraph headed “Results of

Allocations” in the section headed “How to Apply for the Public

Offer Shares™) from .. ....... ... . . . . Friday, January 29,

A full announcement of the Public Offer containing (1) and (2) above

to be published on the website of the Stock Exchange

at www.hkexnews.hk® and the Company’s website

at www.meike.cn'® from. ... ... .. Friday, January 29,

Despatch of share certificates in respect of wholly or partially

successful applications pursuant to the Public Offer

(7)&(9)

on or before S e Friday, January 29,

Despatch of refund check in respect of wholly successful

(if applicable) or wholly or partially unsuccessful applications

(8)&(9)

pursuant to the Public Offer on or before™ ™" . ... ... ... ... ... .. Friday, January 29,

Dealings in Shares on the Stock Exchange to commence on.......... Monday, February 1,
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EXPECTED TIMETABLE®

Notes:

(1)

(2)

(3)

(4)

(5)

(6)

(7

(8

9

All times refer to Hong Kong local time.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Friday, January 22, 2010, the application lists will not open or close
on that day. Please refer to the section headed “How to Apply for the Public Offer Shares — Effect of bad weather
conditions on the opening of the application lists” in this prospectus. If the application lists do not open and close on
Friday, January 22, 2010, the dates mentioned in this section headed “Expected Timetable” may be affected. A press
announcement will be made by us in such event.

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

You will not be permitted to submit your application through the designated website at www.hkeipo.hk after 11:30 a.m.
on the last day for submitting applications. If you have already submitted your application and obtained an application
reference number from the designated website at or before 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.

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

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

Share certificates for the Offer Shares will become valid certificates of title at 8:00 a.m. on Monday, February 1, 2010
provided that (i) the Share Offer has become unconditional in all respects and (ii) neither of the Underwriting Agreements
has been terminated in accordance with its terms.

Refund checks will be issued in respect of wholly or partially unsuccessful applications pursuant to the Public Offer and
also in respect of wholly or partially successful applications in the event that the final Offer Price is less than the price
payable per Offer Share on application. Part of the applicant’s Hong Kong identity card number or passport number, or,
if the application is made by joint applicants, part of the Hong Kong identity card number or passport number of the
first-named applicant, provided by the applicant(s) may be printed on the refund check, if any. Such data would also be
transferred to a third party for refund purposes. Banks may require verification of an applicant’s Hong Kong identity card
number or passport number before cashing the refund check. Inaccurate completion of an applicant’s Hong Kong identity
card number or passport number may lead to delays in encashment of, or may invalidate, the refund check.

Applicants who have applied on WHITE Application Forms or HK eIPO White Forms for 1,000,000 or more Public
Offer Shares under the Public Offer and have indicated in their applications that they wish to collect any refund checks
and share certificates in person from our Hong Kong Share Registrar, Tricor Investor Services Limited, at 26/F Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong, may do so between 9:00 a.m. to 1:00 p.m. on Friday, January 29,
2010. Applicants being individuals who opt for personal collection may not authorize any other person to make collection
on their behalf. Applicants being corporations who opt for personal collection must attend through their authorized
representatives bearing letters of authorization from their corporation stamped with the corporation’s chop. Both
individuals and authorized representatives of corporations must produce, at the time of collection, identification and
(where applicable) authorization documents acceptable to Tricor Investor Services Limited at the time of collection.
Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Public Offer Shares under the
Public Offer may collect their refund checks, if any, in person but may not elect to collect their share certificates as such
share certificates will be deposited into CCASS for the credit of their designated CCASS participants’ stock accounts or
CCASS Investor Participant stock accounts, as appropriate. The procedures for collection of refund checks for YELLOW
Application Form applicants are the same as those for WHITE Application Form applicants. Applicants who apply for
Public Offer Shares by giving electronic application instructions to HKSCC should refer to the section headed “How
to Apply for the Public Offer Shares — If your application for the Public Offer Shares is successful (in whole or in part)”
in this prospectus for details. Uncollected share certificates and refund checks will be despatched by ordinary post, at
the applicants’ risk, to the addresses specified in the relevant applications. Further information is set out in the sections
headed “How to Apply for the Public Offer Shares — If your application for the Public Offer Shares is successful (in

whole or in part)” and “Refund of your money — additional information” in this prospectus.

Particulars of the structure of the Share Offer, including the conditions thereto, are set out in the
section headed “Structure and Conditions of the Share Offer” in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
Since it is a summary, it does not contain all the information that may be important to you. You
should read this prospectus in its entirety before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Offer Shares are set out in the section headed “Risk Factors” in this prospectus. You should read

that section carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are one of the fast-growing domestic branded sportswear enterprises in the PRC in terms of
sales of branded sportswear products. We design, develop, produce, market and distribute leisure
sportswear products, including footwear and apparel, under the Meike brand. We also design, develop,
market and distribute sports accessories under the Meike brand. According to Frost & Sullivan, we
ranked tenth among the leading domestic sports footwear suppliers in terms of footwear revenue
including domestic sales, OEM income, and export in 2008 in China, of which more detailed
information is set out in the sub-paragraph headed “the sports footwear market” in the section headed
“Industry Overview” in this prospectus. In terms of sales of apparel products, we recorded a CAGR
of approximately 406.0% in 2008 as compared to 2006. During the Track Record Period, we
established and expanded our distribution network of our Meike branded products, starting from 59
counters under concessionary arrangement with department stores and shopping malls as of January
1, 2006 to 1,318 Meike outlets (including Meike distributor outlets directly operated by our
distributors and Meike retailer outlets indirectly managed by our distributors) which exclusively sell
our Meike products in 22 provinces, autonomous regions and municipalities, and more than 514

districts, counties, and county-level cities in the PRC as of the Latest Practicable Date.

We started our business in 1999 as a producer of soles for domestic footwear producers in the
PRC. We commenced our footwear export business through domestic export companies since 2001 and
our sales of Meike branded products to the domestic market in the PRC in 2003. For the three years
ended December 31, 2006, 2007 and 2008, our revenue from sales of our Meike branded products in
the PRC! increased substantially, from RMB48.5 million in 2006 to RMB139.2 million in 2007, and
to RMB229.2 million in 2008, accounting for approximately 26.8%, 42.4% and 62.7% of our total
revenue during the same period, respectively. For the nine months ended September 30, 2009, our
revenue from sales of our Meike branded products was RMB274.2 million, accounting for 78.7% of
our total revenue during the same period. In particular, our sales of Meike apparel experienced
substantial increase during the Track Record Period. Our revenue generated from the sales of our
Meike apparel increased from RMB3.5 million in 2006 to RMB30.0 million in 2007 and further to
RMB&88.8 million in 2008, representing a CAGR of approximately 406.0%. Our revenue generated
from the sales of Meike apparel increased to RMBO92.3 million during the nine months ended
September 30, 2009.

1 In calculating the revenue of our Meike branded products, we included our sales of shoe soles that are not under Meike
brand.



SUMMARY

We have implemented multi-faceted marketing strategies to showcase our Meike branded
products and our Meike brand image to consumers in the PRC. We successfully increased our brand
awareness in the past years by strategically broadcasting TV advertisements that promote our Meike
brand in Channel 1, Channel 2 and Channel 5 of CCTV (& &) and Hunan provincial cable TV
(M 41). We have also entered into spokesperson agreements with entertainment celebrities,
including Mr. Luo Zhixiang (%7 #f), whom we believe can represent our brand image and help raise
our profile among the young consumers within our targeted group of customers of age 16 to 25. Our
Meike brand has been recognized as a “Fujian Provincial Famous Trademark” (& &% 3 & i 1%) by
the Attestation Commission of Fujian Provincial Famous Trademark (fi &8 & A FitLid £ Z HE) in
2006.

Prior to year 2006, we sold our Meike branded products primarily to retailers and through
department stores in the domestic market of the PRC. Beginning in 2006, as our management saw
greater growth opportunity in domestic market and several major PRC sportswear manufacturers
started to sell their branded products via distributors and outlets, we started to change our business
model and sold substantially all our Meike branded products to our Meike distributors with an aim to
further penetrate into the PRC market. During the Track Record Period, we also sold our Meike
branded products through our Self-operated Meike Outlets and under concessionary arrangement with
department stores and shopping malls. As of the Latest Practicable Date, we sold our Meike branded

products in the PRC only through our Meike distributors and Self-operated Meike Outlets.

We signed an annual distributorship agreement with each of our distributors through which we
authorized our distributors to sell our Meike branded products at their Meike distributor outlets. Our
distributors are also authorized to enter into agreement with third party retailers, the Meike retailers,
to authorize such Meike retailers to sell our Meike branded products at their Meike retailer outlets.
As of the Latest Practicable Date, our distributorship network of Meike branded products consisted of
23 distributors, overseeing 1,318 Meike outlets which comprised of 425 Meike distributor outlets and
893 Meike retailer outlets. We also sell our Meike branded products through four Self-operated Meike
Outlets. All of the Meike outlets (including Meike distributor outlets, Meike retailer outlets and our
Self-operated Meike Outlets) operate under our Meike brand and, save as disclosed in the paragraphs
headed “Incident of breach of distributorship agreement by a distributor”, exclusively sell our Meike
products. They cover 22 provinces, autonomous regions and municipalities, and more than 514
districts, counties, and county-level cities in the PRC.

Other than our domestic sales of Meike branded products, we also sell footwear to overseas
customers and export companies in the PRC. The sales of such export products were the major source
of our revenue in the early years of our Track Record Period but their importance had been diminishing
towards the end of our Track Record Period in view of the substantial growth of our domestic Meike
business. For the three years ended December 31, 2006, 2007, 2008 and the nine months ended
September 30, 2009, our revenues from sales of export products were approximately RMB132.5
million, RMB189.5 million, RMB136.5 million and RMB74.1 million, accounting for 73.2%, 57.7%,
37.3% and 21.3% of our total revenues during the same periods, respectively. Our export products
were sold ultimately to 34 overseas countries including Germany, Netherland, the United States,

Switzerland, Turkey, Argentina, France, South Africa and Poland.
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All of our footwear were manufactured at our production facilities in Huian and Jinjiang,
Quanzhou City, Fujian Province. We manufactured approximately 5.4 million, 7.6 million, 5.7 million
and 4.3 million pairs of sports footwear during the three years ended December 31, 2006, 2007 and
2008 and the nine months ended September 30, 2009, respectively. Our actual output of footwear was
decreasing since year 2007 because we shifted our focus from manufacture and sales of export
footwear to design, manufacture and sales of our Meike branded footwear in the PRC, which require
higher production specification and involve more complex manufacturing techniques for particular
footwear such as basketball footwear. We also started to produce a portion of our Meike apparels at
our production facilities in Huian, Quanzhou City, Fujian Province since July 2008. For the nine
months ended September 30, 2009, approximately 24.0% of our Meike apparels was manufactured at
our aforesaid production facilities. We outsourced the production of all our Meike accessories under
contract manufacturing arrangements.

OUR COMPETITIVE STRENGTHS

We believe that our competitive strengths position us well to capitalize on the increasing
spending power of consumers in the PRC and growth in the sportswear industry. We believe our
competitive strengths include:

° Successful brand building

° Innovative design ability

° Stable sales network

° Competitive price advantage

° Integrated production model

° Experienced management team

OUR STRATEGIES

Our primary goal is to expand our Meike business and increase market share of our Meike brand
by continuously building our market position as one of the leading domestic sportswear brands. The
followings set forth our key strategies:

° Strengthen distribution and further expansion of our sales network

° Increase design & R&D resources

° Further increase awareness of our Meike brand

° Expand production capacity
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FUTURE PLANS AND USE OF PROCEEDS

The net proceeds from the Share Offer, after deducting underwriting fees and estimated expenses

payable by us in connection thereto, are estimated to be approximately HK$302.2 million assuming

that the Over-allotment Option is not exercised and assuming an Offer Price of HK$1.32 per Share,

being the mid-point of the proposed Offer Price range of HK$1.20 to HK$1.43 per Share. We presently

intend to apply such net proceeds as follows:

as to approximately HK$91.9 million or 30.4% towards expansion of our production
capacity for apparel products which will include: approximately HK$72.4 million for
construction of manufacturing facilities, warehouse, staff quarters and approximately
HK$19.5 million for the purchase of machinery and equipment, at our land at Shanxia
Village, Shanxia Town, Huian County, Quanzhou City, Fujian Province and upgrading of
current manufacturing facilities, plant and machinery;

as to approximately HK$92.2 million or 30.5% towards expanding and improving the
coverage of our distribution network and providing renovation subsidies in the form of
standardized promotional materials and display equipment to Meike distributor outlets and
Meike retailer outlets;

as to approximately HK$71.9 million or 23.8% towards organizing trade fairs, brand
promotion, sponsorship of sports league and events, media advertising (including but not
limited to television commercials, outdoor media, magazine advertising and web-based
advertising), launching marketing campaigns, activities and engaging celebrities as
spokespersons of Meike brand including approximately HK$51.7 million towards media
advertising and approximately HK$20.2 million towards brand promotion and marketing
activities;

as to approximately HK$24.2 million or 8.0% towards enhancing our research and
development capabilities, including approximately HK$19.8 million for the establishment
of a research and development centre and approximately HK$4.4 million for purchase of
facilities for material research, product testing, innovation and technology development,
and the recruitment of experts and designers; and

as to approximately HK$22.0 million or 7.3% towards working capital and other general
corporate purposes.

There is currently no concrete plans for us to apply the net proceeds towards the acquisition of

any specific property or company to which paragraph 12 of the Third Schedule of the Companies

Ordinance applies.

To the extent that the net proceeds are not sufficient to fund the uses set forth above, we intend

to fund the balance through a variety of means including cash generated from our operations and bank

financing. We currently believe that the net proceeds from the Share Offer, when combined with such

alternate sources of financing, are sufficient for the uses set forth above.
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If the Over-allotment Option is exercised in full, the net proceeds from the Share Offer will
increase to approximately HK$350.1 million, assuming an Offer Price of HK$1.32 per Share, being
the mid-point of the proposed Offer Price range. We intend to apply the additional net proceeds to the
above usage in the proportions stated above. If the Offer Price is set at the high-end or low-end of the
proposed Offer Price range, we intend to adjust the allocation of the net proceeds to the above usage

in the proportions stated above.

To the extent that the net proceeds of the Share Offer are not immediately applied for the above
purposes, it is the present intention of our Directors that such net proceeds will be deposited into

interest-bearing accounts with licensed banks and/or financial institutions.

SUMMARY FINANCIAL INFORMATION

The tables below summarise our consolidated financial information for the financial years ended
December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2008 and 2009, and as
of December 31, 2006, 2007 and 2008 and September 30, 2009. Financial results for the nine months
ended September 30, 2009 are not necessarily indicative of the results that may be expected for the
year ended December 31, 2009. Our consolidated financial information as of and for the nine months
ended September 30, 2008 has not been audited but has been reviewed by our reporting accountants.
The following summary was extracted from our consolidated financial statements included in the
accountants’ report set out in Appendix I to this prospectus. You should read the entire financial

statements, including the notes thereto, included in Appendix I to this prospectus for more details.
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Consolidated Statements of Comprehensive Income

Revenue
Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses
Other operating expenses
Finance costs

Profit before tax

Income tax expense

Profit for the year/period

Other comprehensive income:
Exchange differences on
translating foreign operations

Other comprehensive income
for the year/period, net of tax

Total comprehensive income for
the year/period

Profit for the year/period
attributable to:
Owners of the parent
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the parent
Non-controlling interests

Earnings per share — Basic
(RMB)

Year ended December 31,

Nine months ended
September 30,

2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

180,925 328,728 365,631 305,110 348,378
(132,342) (226,951) (246,480) (206,070)  (231,613)
48,583 101,777 119,151 99,040 116,765
1,985 1,255 3,411 2,842 905
(8,095) (17,602) (29,721) (21,106) (14,479)
(6,905) (11,312) (18,471) (13,114) (15,695)
(2,025) (5,961) (6,624) (4,328) (6,188)
(4,1606) (5,029) (9,460) (6,925) (7,741)
29,377 63,128 58,286 56,409 73,567
(6,228) (5,709) (1,829) (2,169) (10,950)
23,149 57,419 56,457 54,240 62,617

— 13 29) (26) (6)

— 13 (29) (26) (6)
23,149 57,432 56,428 54,214 62,611
22,647 47,305 49,118 47,189 57,869
502 10,114 7,339 7,051 4,748
23,149 57,419 56,457 54,240 62,617
22,647 47,316 49,093 47,167 57,864
502 10,116 7,335 7,047 4,747
23,149 57,432 56,428 54,214 62,611
0.030 0.063 0.065 0.063 0.077
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Consolidated Statements of Financial Position

As of
As of December 31, September 30,
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Assets

Current assets 127,891 200,850 268,899 400,428
Non-current assets 81,065 115,126 152,245 149,248
Total Assets 208,956 315,976 421,144 549,676

Equity and Liabilities
Current liabilities 90,961 143,595 173,039 252,996
Non-current liabilities — — 19,296 5,260
Total Equity 117,995 172,381 228,809 291,420
Total Equity and Liabilities 208,956 315,976 421,144 549,676

Consolidated Statements of Cash Flows

For the nine

For the financial year ended months ended
December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Net cash from/(used in) operating
activities 41,689 46,631 28,313 (16,827)  (39,335)
Net cash used in investing activities (11,734)  (46,351)  (45,428) (21,497) (4,229)
Net cash generated from financing
activities 12,933 30,855 30,540 33,075 48,759
Net increase/(decrease) in cash and cash
equivalents 42,888 31,135 13,425 (5,249) 5,195
Cash and cash equivalents at end of the
year/period, represented by cash and
bank balances 48,289 79,437 92,833 74,162 98,022
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Summary Revenue Components

For the
For the financial nine months ended
year ended December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)
Footwear 171,098 94.6 293,741 89.4 269,374 73.7 230,161 75.4 248,230 71.3
Apparel 3,468 1.9 30,015 9.1 88,774 243 68,794 22.6 92,254 26.5
Accessories and
shoe sole 6,359 3.5 4,972 1.5 7,483 2.0 6,155 2.0 7,894 2.2
Total 180,925 100.0 328,728 100.0 365,631 100.0 305,110 100.0 348,378 100.0
PROFIT ESTIMATE FOR THE YEAR ENDED DECEMBER 31, 2009
Estimated consolidated net profit of our Group " ¢ @ . . .. not less than RMB90.6 million

(approximately HK$103.0 million)

Estimated earnings per Share

e pro forma fully diluted ® ... ... .. ... ... RMBO0.091
(approximately HK$0.103)

Notes:

(1)  The bases on which the above profit estimate for the year ended December 31, 2009 have been prepared are summarized

in Appendix III to this prospectus.

(2)  The estimated consolidated net profit of our Group for the financial year ended December 31, 2009 prepared by the
Directors is based on the audited consolidated net profit of our Group for the nine months ended September 30, 2009,
the unaudited management accounts of our Group for the two months ended November 30, 2009 and an estimate of the
consolidated results of our Group for the one month ended December 31, 2009 and assumes the absence of any unforeseen
circumstances. The estimate has been prepared on the basis of the accounting policies being consistent in all material
respects with those currently adopted by our Group as set out in note 3 “Significant accounting policies” under section

B of the accountants’ report set out in Appendix I to this prospectus.

(3)  The calculation of the estimated earnings per Share on a pro forma fully diluted basis is based on the estimated
consolidated net profit for the year ended December 31, 2009, assuming that our Company had been listed since January
1, 2009 and a total of 1,000,000,000 Shares have been in issue during the entire year. The calculation of the estimated
earnings per Share on a pro forma fully diluted basis does not take into account any Shares which may be issued upon

the exercise of the Over-allotment Option or any options that may be granted under the Share Option Scheme.



SUMMARY

OFFER STATISTICS

Based on Based on
indicative offer indicative offer
price of HK$1.20 price of HK$1.43
per Offer Share per Offer Share

The market capitalization L USROS U UURU SR UURUURRRRT HK$1,200 million HK$1,430 million
Prospective price/earnings multiple

e pro forma fully diluted @ .............cccoeiiiiii 11.7 13.9
Unaudited pro forma adjusted net tangible

asset value per Share™® ... HK$0.61 HK$0.67
Notes:

@) The calculation of the market capitalization is based on the assumption that 1,000,000,000 Shares will be in issue and
outstanding immediately following the completion of the Capitalization Issue and the Share Offer (excluding any Shares

which may be issued under the Over-allotment Option or under the Share Option Scheme).

(2)  The calculation of the prospective price/earnings multiple on a pro forma fully diluted basis is based on the estimated
earnings per Share for the financial year ended December 31, 2009 on a pro forma fully diluted basis at the respective
Offer Prices of HK$1.20 and HK$1.43.

(3)  The unaudited pro forma adjusted net tangible asset value per Share in the above table is calculated after the adjustments
referred to in the “Unaudited Pro Forma Financial Information” in Appendix II to this prospectus and on the basis of
1,000,000,000 Shares in issue immediately following the Capitalization Issue and the Share Offer (excluding any Shares

which may be issued under the Over-allotment Option or under the Share Option Scheme).
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RISK FACTORS

We believe that our business is subject to a number of risk factors, a summary of which is set
out in the section headed “Risk Factors™ in this prospectus. These risks can be broadly classified into:

° Risks relating to our business

° Risks relating to the sportswear industry

° Risks relating to conducting business in the PRC

° Risks relating to the Share Offer and our Shares

Set out below is a summary of the risks referred to above.

Risks relating to our business

° We rely on our Meike brand and failure to effectively promote or maintain our Meike brand
may adversely affect our future success

° Our Meike brand and distribution business model have a limited history in the branded
sportswear industry in the PRC and we may not be successful in expanding our
distributorship network

° Sales of our Meike branded products depend on the market perception and consumer
acceptance of our Meike branded products, which in turn depends on our ability to
anticipate and respond in a timely manner to rapid changes in consumer tastes

° We rely on a limited number of Meike distributors and export customers for a significant
portion of our sales. Our failure to maintain good relationships with our Meike distributors
and export customers may materially and adversely affect our business

° Sales of our Meike branded products depend on our Meike distributors’ performance of
their obligations under their distributorship agreements with us and one of our distributors
breached its distributorship agreement with us during the Track Record Period

° Consumer sales of our Meike branded products are partly conducted by Meike retailers over
whom we have no direct control

° We rely on our Meike distributors to oversee Meike retailers of Meike branded products and
to expand the Meike retail network

° Our ability to accurately track the sales and inventory levels of our Meike branded products
of our Meike distributors and Meike retailers may be limited

— 10 —
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The results of our Meike apparel business during the Track Record Period may not be
indicative of our future performance and we may not be able to sustain our historical rapid
growth in the sales of our Meike branded products

Our sales of export products may fluctuate and our sales of export products may drop
substantially if our export products become subject to anti-dumping measures or tighter
technical standards relating to security, hygiene, technology and environment

We are exposed to concentration of credit risk and our financial condition and results of
operations could be adversely affected if our customers do not pay us for their purchases
in a timely manner or at all

Our average trade receivables turnover days increased substantially during the Track
Record Period

Our ability to increase our operating results in the future depends on the successful
expansion of our production capacity

We are dependent on certain of our key personnel. Our inability to attract, retain and
motivate qualified key personnel could materially and adversely affect our business and
prospects

We rely on a limited number of local suppliers for raw materials and contract manufacturers
for our Meike apparel and accessory products

The prices for the raw materials and the costs for labor may increase

Prices of our products are subject to market factors beyond our control

Any significant damage to our administrative or production facilities could have a material
adverse effect on our results of operations

We may not be able to adequately protect our intellectual property rights, which could harm
our Meike brand and our business and our business could be materially and adversely
affected by claims of third parties for alleged infringement of their intellectual property
rights

Our ability to obtain additional financing may be limited, which could delay or prevent the
completion of one or more of our strategies

Part of our owned and leased properties in the PRC may be subject to legal irregularities

Our current insurance coverage may not be sufficient to cover the risks related to our
operations
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Risks relating to the sportswear industry

° We operate in a competitive market and the intense competition we face may result in a
decline in our market share and lower profit margins

° Our sales are subject to seasonality and weather conditions, which could cause our results
of operations to fluctuate

Risks relating to conducting business in the PRC

° Fluctuations in consumer spending caused by changes in macroeconomic conditions in the
PRC may significantly affect our business, financial condition, results of operations and
prospects

° Changes in the laws, regulations and policies adopted by the PRC Government, including
in relation to the environment, labor and taxation, may adversely affect our business,
financial condition, results of operations and prospects

o Restrictions on foreign exchange and payments of dividends may limit our operating
subsidiaries’ ability to remit payments to our Company

o Our Company is a holding company that heavily relies on dividend payments from our
subsidiaries for funding

° Fluctuations in foreign exchange rates may adversely affect our financial condition, results
of operations and the value of future dividend payments

° Any change in our tax treatment, including an unfavorable change in preferential enterprise
income tax rates in the PRC, may have a material adverse impact on our financial condition
and results of operations

° Gains on the sales of our Shares and dividends on our Shares may be subject to PRC income
taxes

° It may be difficult to effect service of process on, or to enforce judgments obtained outside
the PRC against, us, our Directors or our senior management members who reside in the
PRC

° The PRC legal system is not fully developed and has inherent uncertainties regarding the
interpretation and enforcement of PRC laws and regulations which could limit the legal
protections available to investors

° Changes in existing laws and regulations or additional or stricter laws and regulations on
environmental protection in the PRC may cause us to incur additional capital expenditures



SUMMARY

° Natural disasters, acts of war, political unrest and epidemics, which are beyond our control,

may cause damage, loss or disruption to our business

° The enforcement of the Labor Contract Law and other labor-related regulations in the PRC

may adversely affect our business and our results of operations

Risks relating to the Share Offer and our Shares

° There has been no prior public market for our Shares and an active trading market for our

Shares may not develop

° The liquidity, trading volume and trading price of our Shares may be volatile

° The sale or availability for sale of substantial amounts of our Shares could materially and
adversely affect their market price

° You may face difficulties in protecting your interests because our Company is incorporated
under Cayman Islands laws, which may provide less protection to minority shareholders

than the laws of Hong Kong or other jurisdictions

° The interests of our Controlling Shareholders may not always coincide with the interests of
our Company and our other Shareholders, and our Controlling Shareholders may exert
significant control or substantial influence over us and may take actions that are not in, or

may conflict with, our other Shareholders’ best interests

° Investors will experience immediate dilution in net tangible asset value per Share and may

experience further dilution if we issue additional Shares in the future

° The costs of share options to be granted under the Share Option Scheme may materially and
adversely affect our results of operations and any exercise of the options granted may result
in a material dilution to our Shareholders

° Certain information and statistics with respect to China, the PRC economy and the
sportswear industry in this prospectus are derived from various official sources and may not

be reliable

— 13 —
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following meanings:

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

“Amber Jungle”

“Application Form(s)”

“Articles of Association” or
“Articles”

“associate(s)”
“Meike outlets”
“Board” or “Board of Directors”

“business day”

6‘BVI?,
“CAGR”

“Capitalization Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

Amber Jungle Limited CGHFRAMAT), a limited liability
company incorporated under the laws of BVI on March 12,
2009 and an indirect wholly-owned subsidiary of our
Company

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

the articles of association of our Company adopted on January
6, 2010 and as amended from time to time, a summary of
which is set out in Appendix V to this prospectus

has the meaning ascribed thereto under the Listing Rules
Meike distributor outlets and Meike retailer outlets
the board of Directors

a day on which banks in Hong Kong are generally open for
business to the public and which is not a Saturday, Sunday or
public holiday in Hong Kong

the British Virgin Islands
compound annual growth rate

the issue of 749,000,000 Shares to be made upon
capitalization of certain sums standing to the credit of the
share premium account of our Company referred to in the
paragraph headed “Written resolutions of all our Shareholders
passed on January 6, 2010” under the section headed “Further
Information About Our Company” in Appendix VI to this
prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

— 14 —
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“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“Companies Law”

“Companies Ordinance”
&

“Company” or “our Company’

“Connected Person(s)”

“Controlling Shareholders”

“Corporate Reorganization”

“Deeds of Non-competition”

“Director(s)”

“export customer(s)”

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

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

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

the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands

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

Meike International Holdings Limited (3% ¢ B B #E B A BR A
A]), an exempted company with limited liability incorporated
under the laws of the Cayman Islands on June 25, 2009

has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, refers to Glory Hill and
Mr. Ding who, together, will hold a 56.25% equity interest in
our Company immediately after the Capitalization Issue and
the Share Offer (assuming that the Over-allotment Option is
not exercised)

the corporate reorganization of our Group conducted in
preparation for the Listing, details of which are set out in the
paragraph headed “Corporate reorganization” under the
section headed “Further Information About Our Company” in
Appendix VI to this prospectus

the deeds of non-competition dated January 6, 2010 entered
into by our Controlling Shareholders in favor of our
Company, details of which are disclosed in the section headed
“Relationship with our Controlling Shareholders” in this
prospectus

the director(s) of our Company

the export companies and overseas customers who purchase
our products for sales in overseas markets
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“Frost & Sullivan”

“Fujian Meike”

“Fujian Meisike”

“Fuzhou Meikesen”

“GDP”

“Glory Hill”

“governmental authority”

“GREEN Application Form(s)”

9 EE RT3

“Group”, “our Group”, “we” or

13 ’

us

“HKS$” and “cents”

“HKAS(s)”

Frost & Sullivan (Beijing) Inc. (57 W4 vb #) SC b m0) ak
A B/ F]), a global market research and consulting company,
which is an Independent Third Party

Fujian  Meike Leisure Sports Goods Co., Ltd.
(EEETAKRFEEHSARAF)  (formerly known as
Hengqiang (Fujian) Footwear Plastic Development Company
Limited (1H%E (#54) $E85E A R/AF) and Fujian Meike
Leisure Sports Joint Stock Company Limited (ff& % 3 v #E )
IRIFE A A FRZAF])), a wholly foreign-owned enterprise
established under the laws of the PRC on February 12, 1999
and an indirect wholly-owned subsidiary of our Company

Fujian Meisike Sports Goods Co., Ltd. (fR & & E Wi w5 H
i A PR/ 7)), a sino-foreign equity joint venture enterprise
established under the laws of the PRC on March 15, 2007 and
an indirect wholly-owned subsidiary of our Company

Fuzhou Meikesen Sports Goods Co., Ltd. (fi/JH 3 s #k 8 & H
i A FRZAF]), a limited liability company established under
the laws of the PRC on May 23, 2007 and an indirect
wholly-owned subsidiary of our Company

gross domestic product

Glory Hill Enterprises Limited (#1134 FR 2 7)), a limited
liability company incorporated under the laws of BVI on
February 19, 2009 and a Controlling Shareholder

any public, regulatory, taxing, administrative or governmental
agency or authority (including, without limitation, the Stock
Exchange and the SFC), other authority and any court at the
national, provincial, municipal or local level

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

our Company and its subsidiaries or, where the context so
requires in respect of period before our Company became the
holding company of its present subsidiaries, the present
subsidiaries of our Company and the businesses carried on by
such subsidiaries or (as the case may be) their predecessors

Hong Kong dollars and cents respectively, the lawful currency
for the time being of Hong Kong

Hong Kong Accounting Standards

— 16 —



DEFINITIONS

“HK eIPO White Form”

“HK eIPO White Form Service
Provider”

“HKFRS(s)”

“HKICPA”
“HKSCC”
“HKSCC Nominees”

“Hong Kong”, “HKSAR” or
AéHK”

“Hong Kong Share Registrar”

“Independent Third Party(ies)”

“Jinhairuo”

“Latest Practicable Date”

“Laws”

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

the HK eIPO White Form service provider designated by our
Company, as specified on the designated website
www.hkeipo.hk

Hong Kong Financial Reporting Standard(s) (including
HKASs and Interpretations) issued by HKICPA

Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited

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

Jinhairuo (Fujian) Investment Industrial Company Limited
(BEARE)RETEEAMRAF), a limited liability
company established in the PRC, which was wholly-owned by
Mr. Lin Yangshan (MFFiL%E4), an executive Director,
immediately before the Corporate Reorganization and
formerly a shareholder of Fujian Meike

January 11, 2010, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining
certain information in this prospectus prior to its publication

all laws, rules, statutes, ordinances, regulations, guidelines,
opinions, notices, circulars, orders, judgments, decrees or
rulings of any governmental authority and “Law” includes
any one of them
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i

“Lead Manager” or “Sponsor’

“Listing”

“Listing Date”

“Listing Rules”

“Lock-up Period”

“Mega Pacific”

“Meike distributor(s)”

“Meike distributor outlets”

“Meike Hong Kong”

“Meike retailer(s)”

“Meike retailer outlets”

“Memorandum of Association” or
“Memorandum”

China Merchants Securities (HK) Co., Limited, a corporation
licensed under the SFO to conduct Type 1 (dealing in
securities), Type 2 (dealing in futures contracts), Type 4
(advising on securities), Type 6 (advising on corporate
finance) and Type 9 (asset management) of the regulated
activities (as defined under the SFO), being the sole
bookrunner, Lead Manager and Sponsor

listing of the Shares on the Main Board of the Stock Exchange

the date, expected to be on or about February 1, 2010, on
which dealings in the Shares first commence on the Stock
Exchange

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

the period commencing from the Latest Practicable Date up to
and including the date falling six months after the Listing
Date

Mega Pacific Enterprises Limited (KSR RAT]), a
limited liability company incorporated under the laws of
Hong Kong on March 30, 2009 and an indirect wholly-owned
subsidiary of our Company

distributors who are authorized by us to distribute our Meike
branded products

outlets directly operated by Meike distributors which sell
exclusively our Meike branded products

Meike (H.K.) Trade Company Limited (£ 5 (5if5) & 5 % &
A BRZF]), a limited liability company incorporated under the
laws of Hong Kong on August 31, 2007 and an indirect
wholly-owned subsidiary of our Company

third party retailers who are authorized by Meike distributors
to sell our Meike branded products at the Meike retailer
outlets

outlets owned and operated by Meike retailers which sell
exclusively our Meike branded products

the memorandum of association of our Company
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“Mr. Ding”

“Ms. Ding”

“ODM”

“OEM”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“Placing”

“Placing Shares”

Mr. Ding Sigiang (T #554:), an executive Director, a
Controlling Shareholder and the Chairman and President of
our Company, and the spouse of Ms. Ding

Ms. Ding Xueleng (T Z# % 1), an executive Director and
the Vice President of our Company, and the spouse of Mr.
Ding

acronym for original design manufacturer, a business that
designs and manufactures goods for branding and resale by
others

acronym for original equipment manufacturer, a business that
manufactures goods or equipment for branding and resale by
others

the final Hong Kong dollar price per Offer Share (exclusive of
brokerage, SFC transaction levy and Stock Exchange trading
fee) which will be not more than HK$1.43 and is expected to
be not less than HK$1.20, such price to be determined in the
manner as further described in the section headed “Structure
and Conditions of the Share Offer” in this prospectus

the Public Offer Shares and the Placing Shares, individually
and collectively

the option to be granted by our Company to the Lead Manager
on behalf of the Placing Underwriters, pursuant to which our
Company may be required to allot and issue up to 37,500,000
additional new Shares, representing 15% of the Shares
initially available under the Share Offer, at the Offer Price, to,
among other things, cover over-allocations in the Placing (if
any) as further described in the section headed “Structure and
Conditions of the Share Offer” in this prospectus

the conditional placing of the Placing Shares by the Placing
Underwriters on behalf of the Company with professional and
institutional investors for cash at the Offer Price, as further
described in the section headed “Structure and Conditions of
the Share Offer” in this prospectus

the 225,000,000 Shares being initially offered for
subscription under the Placing together, where relevant, with
any additional Shares that may be issued pursuant to any
exercise of the Over-allotment Option, subject to adjustment
as described in the section headed “Structure and Conditions
of the Share Offer” in this prospectus
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“Placing Underwriters”

“Placing Underwriting
Agreement”

“PRC Government” or “State”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

“Quanzhou Meike”

“RMB” or “Renminbi”

“Ruixiang”

the several underwriters of the Placing

the underwriting agreement relating to the Placing expected
to be entered into between, amongst others, our Company and
the Placing Underwriters on or around January 25, 2010

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

the date, expected to be on or before January 25, 2010 or such
later date as may be agreed by us and the Lead Manager, but
not later than January 26, 2010, on which the Offer Price is
fixed for the purposes of the Share Offer

the offer of the Public Offer Shares for subscription by the
public in Hong Kong for cash at the Offer Price, on and
subject to the terms and conditions described in this
prospectus and in the Application Forms

the 25,000,000 Shares being initially offered by our Company
for subscription under the Public Offer at the Offer Price
(subject to adjustment as described in the section headed
“Structure and Conditions of the Share Offer” in this
prospectus)

the several underwriters of the Public Offer listed in the
paragraph headed “Public Offer Underwriters” under the
section headed “Underwriting” in this prospectus

the underwriting agreement relating to the Public Offer dated
January 18, 2010 between, amongst others, our Company and
the Public Offer Underwriters

Quanzhou Meike Sports Goods Co., Ltd. (&7 3 s i & H
i A PR/ F]), a sino-foreign equity joint venture enterprise
established under the laws of the PRC on January 30, 2007
and an indirect wholly-owned subsidiary of our Company

Renminbi, the lawful currency of the PRC

Jinjiang Ruixiang Investment Industrial Company Limited
(B E I E EEABR/AT), a limited liability company
established in the PRC, which was wholly-owned by Mr.
Huang Renhe (¥ {-F15¢4:) immediately before the Corporate
Reorganization and formerly a shareholder of Fujian Meike
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“SAFE”

“Self-operated Meike Outlets”

“SFC”

“SFO”

“Share(s)”

“Share Offer”

“Share Option Scheme”

“Shareholder(s)”

ER)

“Stock Borrowing Agreement

“Stock Exchange”

“subsidiary(ies)”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “US”
“US dollars” or “US$” or “USD”

“%”

the State Administration of Foreign Exchange of the People’s
Republic of China (H#E A R ILF KOMIEE P JR))

outlets owned and operated by our Group which sell
exclusively our Meike branded products to consumers

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

ordinary share(s) with a nominal value of HK$0.01 each in
the capital of our Company, which are to be subscribed for
and traded in Hong Kong dollars and listed on the Stock
Exchange

the Public Offer and the Placing

the share option scheme conditionally adopted by our
Company on January 6, 2010, the principal terms of which are
summarized in the paragraph headed “Share Option Scheme”
in Appendix VI to this prospectus

holder(s) of the Share(s)

a securities lending agreement to be entered into between the
Lead Manager and Glory Hill pursuant to which Glory Hill
agrees to lend certain Shares to the Lead Manager on the
terms set out therein

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in Section 2 of the
Companies Ordinance

the three financial years ended December 31, 2006, 2007 and
2008 and the nine months ended September 30, 2009

the Public Offer Underwriters and the Placing Underwriters

the Public Offer Underwriting Agreement and the Placing
Underwriting Agreement

the United States of America
United States dollars, the lawful currency of the United States

per cent.
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Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the

Over-allotment Option.

In this prospectus, unless otherwise stated, certain amounts denominated in Renminbi have been
translated into HK dollars at an exchange rate of RMB0.88 = HK$1.00 and into US dollars at the
historical or forecasted average exchange rate for the applicable year (e.g., for 2004, RMB8.2768 =
US$1.00; for 2008, RMB6.9477 = US$1.00; and for 2013, RMB6.1800 = US$1.00), for illustration
purpose only. Such conversions shall not be construed as representations that amounts in Renminbi
were or may have been converted into HK dollars or US dollars at such rates or any other exchange

rates.

Certain amounts and percentage figures 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 preceding them.

In this prospectus, the English names of the PRC Government authorities or PRC entities are
translations of their Chinese names and included herein for identification purposes only. In the event

of any inconsistency, the Chinese names shall prevail.



FORWARD-LOOKING STATEMENTS

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

° our business strategies and plan of operation;

° our capital expenditure plans;

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

° our operations and business prospects;

° our dividend policy;

o projects under construction or planning;

° our strategies, plans, objectives and goals;

° the regulatory environment of our industry in general;

° capital market developments;

° actions and developments of our competitors;

° future developments, trends and conditions in our industry in China; and

° other statements in this prospectus that are not historical facts.

13 Lt}

The words “anticipate”, “believe”, “can”, “could”, “continue”, “expect”, “going forward”,
“intend”, “may”, “ought to”, “plan”, “potential”, “predict”, “project”, “prospects”, “seek”, “sustain”,
“should”, “will”, “would” and similar expressions, as they relate to us, are intended to identify a
number of these forward-looking statements. These forward-looking statements reflecting our current
views with respect to future events are not a guarantee of future performance and are subject to certain
risks, uncertainties and assumptions, including the risk factors described in this prospectus. One or
more of these risks or uncertainties may materialize, or underlying assumptions may prove incorrect.

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

Potential investors should consider carefully all the information set out in this prospectus
and, in particular, should consider and evaluate the following risks associated with an investment
in our Company before making any investment decision in relation to our Company. If any of the
possible events described below materializes, our business, financial condition and prospects could
be materially and adversely affected and the market price of the Offer Shares could fall
significantly.

RISKS RELATING TO OUR BUSINESS

We rely on our Meike brand and failure to effectively promote or maintain our Meike brand may
adversely affect our future success

Our revenues during the Track Record Period comprised mainly sales of our Meike branded
products in the PRC and sales of footwear products to export customers. Our revenues from sales of
our Meike branded products in the PRC and our shoe soles were approximately RMB48.5 million,
RMB139.2 million, RMB229.2 million and RMB274.2 million, representing approximately 26.8%,
42.4%, 62.7% and 78.7% of our total revenues for the three financial years ended December 31, 2006,
2007 and 2008 and the nine months ended September 30, 2009, respectively. As the proportion of sales
of our Meike branded products in our total revenue is increasing, our Meike brand is critical for our
success in the future as we believe that market perception and consumer acceptance of a brand is one
of the most important determining factors for consumers in the PRC in purchasing sportswear
products. We spent approximately RMB1.5 million, RMB6.9 million, RMB14.3 million and RMB4.8
million on our advertising and marketing activities for our Meike branded products for the three
financial years ended December 31, 2006, 2007 and 2008 and the nine months ended September 30,
2009, respectively. These amounts represented approximately 0.8%, 2.1%, 3.9% and 1.4% of our total
revenue for such periods, respectively.

If we are unsuccessful in promoting our Meike brand or fail to maintain consumer acceptance of
our Meike brand, sales of our Meike branded products may drop and our business, financial condition,
results of operations and prospects may be materially and adversely affected. In addition, as we
promote our Meike brand through, among others, endorsement by entertainment celebrities as
spokesperson, we are dependent on market perception and consumer acceptance of such spokesperson
over whom we have no control. Any negative publicity or disputes regarding our Meike brand,
products, spokesperson who endorses our Meike brand or management or the loss of any award or
accreditation associated with our Meike brand or products could materially and adversely affect our
business, financial condition, results of operations and prospects.

Our Meike brand and distribution business model have a limited history in the branded
sportswear industry in the PRC and we may not be successful in expanding our distributorship
network

Our Meike brand, which was first introduced to the sportswear market in the PRC in 2003, has
a limited history and we have a limited operating history in the branded sportswear industry in the
PRC. In addition, we only started our distributorship business model in 2006. Under the
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distributorship business model for domestic sales of our Meike branded products in the PRC, we sell
our Meike branded products to Meike distributors who then sell our Meike branded products to
consumers at the Meike distributor outlets directly operated by them or to other third party Meike
retailers within the exclusive geographic areas in the PRC assigned to them pursuant to our annual
distributorship agreements with them. The Meike retailers then sell our Meike branded products to
consumers at the Meike retailer outlets operated by them. As our distributorship business model is
relatively new to us, it is difficult to identify all the difficulties that we may encounter in our

continued expansion of our sales network of Meike distributors in the PRC.

You should consider our business and prospects in light of the risks and difficulties we may face
with a limited operating history of our Meike brand and our distributorship network in the branded
sportswear industry in the PRC. You should not rely on our past expansion in our Meike
distributorship network and our past results of operations as indications of our future performance. If
we are unable to successfully handle these risks and difficulties, our business, financial condition,

results of operations and prospects could be materially and adversely affected.

Sales of our Meike branded products depend on the market perception and consumer acceptance
of our Meike branded products, which in turn depends on our ability to anticipate and respond
in a timely manner to rapid changes in consumer tastes

Sales of our Meike branded products depends on the market perception and consumer acceptance
of our products, which are dependent on our ability to cater to consumer tastes of our target group of
consumers between the ages of 16 and 25. This requires continued anticipation and responsiveness to
ever changing market and fashion trends. Our in-house design team produced all designs of our Meike
branded products during the Track Record Period and among such designs, 106 styles, 307 styles, 436
styles and 415 styles of our Meike branded products were sold to our customers for the three years
ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009. If we are
unable to anticipate accurately and respond to market and fashion trends in a timely manner, demand
for our Meike branded products may decrease. We made provisions for obsolete inventory of
approximately RMB529,000 and RMB62,000 for the financial years ended December 31, 2007 and
2008 during the Track Record Period, respectively, and our inventory at our Self-operated Meike
Outlets may become obsolete in the future. As a result, our business, financial condition, results of

operations and prospects could materially suffer.
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We rely on a limited number of Meike distributors and export customers for a significant portion
of our sales. Our failure to maintain good relationships with our Meike distributors and export
customers may materially and adversely affect our business

Our five largest customers accounted for approximately 71.8%, 59.3%, 42.4% and 35.1% of our
total sales for the three financial years ended December 31, 2006, 2007 and 2008 and the nine months
ended September 30, 2009, respectively, and our largest customer accounted for approximately 46.6%,
39.2%, 17.1% and 9.9% of our total sales for the same period. The table below set out the details of
our five largest customers and the percentages of our sales to them during the Track Record Period:

Nine months

ended
Financial year ended December 31, September 30,

2006 2007 2008 2009

No. of No. of No. of No. of

Five largest customers customers % customers % customers % customers %
Meike distributors — — 2 10.2 4 253 5 35.1
Export customers 5 71.8 3 49.1 1 17.1 — —
Total: 5 71.8 5 593 5 424 5 35.1

As we do not have long-term agreements with our Meike distributors or export customers, our
sales to them may not continue on similar or more favorable terms to us or at all. If any of our Meike
distributors or export customers terminates or does not renew its distributorship agreement or
cooperation with us, we may not be able to locate a new Meike distributor or export customer in a
timely manner on terms acceptable to us, or at all. Any new Meike distributor or new export customer
may not be able to maintain the previous amount of purchases of products from us by their
predecessors and our business, financial condition, results of operation and prospects may be
adversely affected.

Sales of our Meike branded products depend on our Meike distributors’ performance of their
obligations under their distributorship agreements with us and one of our distributors breached
its distributorship agreement with us during the Track Record Period

As each of our Meike distributors has exclusive distribution rights over a certain geographic area
in the PRC, any failure by such Meike distributor to perform its obligations under its annual
distributorship agreement with us may result in a material adverse effect on the business of Meike
outlets operating in such area. Most of our Meike distributors are either granted exclusivity over one
province, autonomous region or municipality, or one or more areas within a province. A number of
Meike distributors are granted exclusivity over more than one province, autonomous region or
municipality due to their local resources and business network in those provinces or areas.

During the Track Record Period, one of our Meike distributors had engaged in the distribution
of another branded sportswear products in addition to acting as our distributor of Meike branded
products in breach of the terms of our distributorship agreement with it. We had no prior knowledge
of the distributor’s engagement in the distribution of another branded sportswear products, which
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commenced in June 2007, until we discovered such breach in November 2009. We were entitled under
the distributorship agreement to terminate its distributorship of Meike branded products and claim
damages against it for the relevant breach but we chose to impose monetary compensation and future
monitoring measures instead in view of our history of cooperation with this distributor and its
importance to our distribution network. Please refer to the paragraphs headed “Incident of breach of
distributorship agreement by a distributor” in the section headed “Business” in this prospectus for
details of such breach. We are not able to guarantee that similar breach(es) would not happen in the
future or we are able to discover any such breach in a timely manner, and our business, financial
conditions, results of operations and prospects would be adversely affected if similar incidents happen

in the future.

Our Meike distributors are required to meet minimum purchase targets per year under our annual
distributorship agreement with them. However, if our Meike distributors do not place orders at
historical levels or at all, or if any Meike distributor substantially reduces its volume of purchases
from us or ceases its business relationship with us and ceases to supply our Meike branded products
to Meike outlets in the geographic area over which such Meike distributor has exclusive distribution
rights, the business of the Meike outlets operating in such geographic area will be materially and
adversely affected. Such disruption in the distribution network of our Meike branded products may
materially and adversely affect our reputation, brand, image and future prospects. As a result, our
business, financial condition, results of operations and prospects may be materially and adversely
affected.

Consumer sales of our Meike branded products are partly conducted by Meike retailers over
whom we have no direct control

Starting from 2006, we adopted the distributorship business model for the majority of our sales
of Meike branded products in the PRC. For the domestic market in the PRC, other than Meike branded
products that we sell directly to consumers through our Self-operated Meike Outlets, we currently sell
all our Meike branded products exclusively to Meike distributors, who in turn sell our Meike branded
products through Meike distributor outlets directly operated by them or to third party Meike retailers.
The Meike retailers then sell our Meike branded products to consumers in their Meike retailer outlets.
Under the distributorship business model, we consider actions carried out by Meike retailers as if such
actions were carried out by the Meike distributor overseeing them but we do not have direct
contractual relationships with the Meike retailers and we rely on our Meike distributors to oversee the
Meike retailers. As a result, our ability to ensure the Meike retailers’ adherence to our policies, such
as operational requirements, exclusivity, customer service, store image and pricing, is limited. If the
Meike retailers fail to comply with our policies or discounting of the retail prices of our Meike
branded products for various reasons, it may result in the erosion of goodwill, a decrease in the market
value of our Meike brand and an unfavorable public perception about our Meike branded products
which would result in a material adverse effect on our business, financial condition, results of
operations and prospects. Our business prospects and financial performance will also suffer if a
substantial number of third party Meike retailers terminate or do not renew their contracts with our
Meike distributors and sufficient replacement of such third party Meike retailers cannot be recruited

promptly or at all.
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We rely on our Meike distributors to oversee Meike retailers of Meike branded products and to
expand the Meike retail network

While we do not have direct contractual relationships with Meike retailers, our Meike
distributors enter into separate agreements with the Meike retailers and require them to comply with
our standard operating procedures which include, among others, guidelines on the design and layout
of Meike outlets, product pricing and customer service. If our Meike distributors are not effective in
enforcing our retail policies on the Meike retailers, the public perception of our Meike brand and
products and our reputation may be materially and adversely affected. In addition, we rely on our
Meike distributors to expand the Meike retail network by requiring each Meike distributor to establish
a minimum number of new Meike outlets during the term of the annual distributorship agreement.
During the Track Record Period, all Meike distributors achieved our minimum purchase targets but
there were 3, 6 and 10 distributors who failed to achieve our expansion requirements in the years
ended December 31, 2006, 2007 and 2008, respectively. As we only evaluate a distributor’s
performance on a half yearly basis, there is no relevant information as to whether any Meike
distributor has failed to achieve their minimum purchase targets for the nine months ended September
30, 2009. Neither do we have relevant information as to whether any Meike distributor has failed to
achieve their expansion requirements during the same period. If our Meike distributors fail to satisfy
our expansion requirements, we will not be able to meet our expansion goals, which will result in our

inability to achieve desired growth.

Our ability to accurately track the sales and inventory levels of our Meike branded products of
our Meike distributors and Meike retailers may be limited

Our ability to track the sales of our Meike distributors to Meike retailers and the ultimate retail
sales of the Meike distributor outlets and the Meike retailer outlets, and consequently their respective
inventory levels, may be limited. We do not currently have in place an effective, comprehensive
enterprise resource planning system. Our annual distributorship agreements allow us to conduct
on-site inspection of our Meike distributors, their Meike distributor outlets and Meike retailer outlets
supervised by them. As at the Latest Practicable Date, we have five regional sales managers
overseeing 23 district sales officers each of whom is responsible for a Meike distributor. Our regional
sales managers and district sales officers regularly conduct on-site inspections at randomly selected
Meike outlets as well as provide us with local market condition reports on a regular basis. Obtaining
the accurate information of the inventory level of our Meike distributors requires the cooperation of
Meike distributors in accurate and timely provision of the relevant data to our regional sales managers
and district sales officers. There is no assurance that the data provided by our Meike distributors are
accurate. Accordingly we may not be able to accurately track the sales and inventory levels of our
Meike branded products at the Meike outlets, or to identify or prevent any excessive inventory
build-up at the Meike outlets. If our Meike distributors are not able to manage inventory levels, their
future orders of our Meike branded products may be reduced, which would materially and adversely

affect our future business, financial condition, results of operations and prospects.
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The results of our Meike apparel business during the Track Record Period may not be indicative
of our future performance and we may not be able to sustain our historical rapid growth in the
sales of our Meike branded products

We have experienced rapid revenue growth in our Meike apparel business. The revenues from our
apparel business were RMB3.5 million, RMB30.0 million, RMB88.8 million and RMB92.3 million for
the three financial years ended December 31, 2006, 2007 and 2008 and the nine months ended
September 30, 2009, respectively. This rapid growth in our Meike apparel business is partially due to
the successful promotion of our Meike brand, our expansion of the Meike retail network, improved
apparel design, expansion of our range of apparel offerings, and our successful distributorship
business model. However, as we only commenced our Meike apparel business in 2006, the sharp
increase of our revenues in Meike apparel business from 2006 to 2008 may not be indicative of our
future performance.

Our revenue from Meike branded products grew at a CAGR of approximately 117.5% for the
three financial years ended December 31, 2008 due to our successful promotion of the Meike brand,
rapid expansion of our Meike retail network, improved product design and the expansion of our range
of product offerings. However, we may not be able to maintain our fast growth if we fail to effectively
manage the various challenges relating to our rapid growth, which may impose significant additional
responsibilities on our management, including the need to identify, recruit, train and integrate
additional employees and to oversee the expansion of our production facilities. Additional capital and
human resources may also be required to manage relationships with new Meike distributors and their
Meike retailers and to oversee an increasing number of Meike outlets, as well as other third parties,
including contract manufacturers, raw material suppliers, equipment providers, consultants and others.
In addition, our administrative and operational infrastructure, in particular our internal accounting and
financial reporting processes and systems, may be insufficient in the face of rapid and significant
growth. If we are unable to effectively manage the expansion of our distribution networks or other
aspects of our business operation mentioned above as a result of our rapid growth, it may be difficult
for us to maintain our rapid growth.

Our sales of export products may fluctuate and our sales of export products may drop
substantially if our export products become subject to anti-dumping measures or tighter
technical standards relating to security, hygiene, technology and environment

Our sales of sports leisure footwear to our export customers during the three financial years
ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009 were
approximately RMB132.5 million, RMB189.5 million, RMB136.5 million and RMB74.1 million,
respectively. Our sales to our export customers fluctuated during the Track Record Period due to
various factors including economic conditions of the overseas markets where our export products were
sold and the purchase orders made by our export customers which we have no control and any
substantial drop in such sales may materially and adversely affect our business, financial conditions,
results of operation and prospects.

Our export products are sold directly and indirectly to overseas customers in different countries
including Germany, Netherland, the United States, Switzerland, Turkey, Argentina, France, South
Africa and Poland. In the past, some of such countries and regions have taken anti-dumping measures
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to exclude imported footwear in order to protect their local industry. In addition, a number of such
countries have passed standards relating to security, hygiene, technology and environment, some of
which have impacted the importation of shoes from the PRC. Our export products are mainly sports
footwear, which are not the target of the aforesaid measures. However, if any of the countries and
regions which imports our products adopts any anti-dumping measures or if such country or region
adopts tighter standards relating to security, hygiene, technology and environment in the future, which
restrict the importation of the type of footwear we produce and ultimately sell to such countries or
regions, our export sales may drop substantially, and hence materially and adversely affect our
business, financial conditions, results of operation and prospects.

We are exposed to concentration of credit risk and our financial condition and results of
operations could be adversely affected if our customers do not pay us for their purchases in a
timely manner or at all

During the Track Record Period, we were exposed to concentration of credit risk. As of
December 31, 2006, 2007 and 2008 and September 30, 2009, approximately 39%, Nil, 1% and 13%
of our total trade receivables were due from our largest customer, respectively, and approximately
42%, 25%, 39% and 42% of the total trade receivables were due from our five largest customers,
respectively. If our five largest customers experience financial distress, including potential
insolvency, our customers may terminate the distributorship agreements with us if such customers are
our Meike distributors, or do not place new orders to us if such customers are export companies.

We have granted our Meike distributors credit terms of no more than 180 days. We generally
granted our export customers credit terms between 40 and 90 days. We perform ongoing credit
evaluations of our Meike distributors’ financial condition and generally require no collateral from
them to secure their payment obligations. As our sales increase, the amount of accounts receivable
from our Meike distributors or export customers will increase. In addition, as we implement our
expansion plans and require our Meike distributors to increase the number of Meike outlets, we may
determine to extend the credit periods we grant to our Meike distributors. If any Meike distributor or
export customer does not pay us for its purchases in a timely manner or at all, our financial condition
and results of operations could be materially and adversely affected.

Our average trade receivables turnover days increased substantially during the Track Record
Period

For our domestic sales, we offer our customers credit terms from 80 to 180 days. For our sales
of export products, we offer our customers credit terms from 40 days to 90 days.

During the three financial years ended December 31, 2006, 2007 and 2008 and the nine months
ended September 30, 2009, we recorded average trade receivables turnover days of 38, 42, 66 and 117,
respectively. The substantial increase from 66 days (for the year ended December 31, 2008) to 117
days (for the nine months ended September 30, 2009) was primarily due to (i) the granting of longer
credit terms from approximately 80 days to 180 days to our domestic customers in order to encourage
them to expand the number of Meike outlets; and (ii) the decrease in our export sales and increase in
domestic sales. Our trade receivables turnover days are within the credit period granted by us to our
export customers from 40 days to 90 days and Meike distributors from 80 days to 180 days but in the
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event that any material portion of such trade receivables cannot be collected by us, our operations and
financial condition may be adversely affected. In addition, in the event that our trade receivables could
not be timely collected and we are required to finance our working capital requirement by internal
resources or borrowings, any increase in interest rate may adversely affect our financial position due

to increase in finance costs.

Our ability to increase our operating results in the future depends on the successful expansion
of our production capacity

Our current footwear production capacity is approximately 9.5 million pairs per year". Our
production of footwear during the Track Record Period were approximately 5.4 million, 7.6 million,
5.7 million and 4.6 million pairs, respectively. Our actual output of footwear was decreasing from
2007 because we shifted our focus from manufacture and sales of export footwear to design,
manufacture and sales of our Meike branded footwear in the PRC, which require higher production
specification and involve more complex manufacturing techniques for particular footwear such as
basketball footwear. We are still within the range of our footwear production capability but if the
market demand increases suddenly, we may not be able to increase our production capacity to meet
the market demand. Production of most of our Meike apparel products are outsourced to third party
contract manufacturers. If there is a sudden increase of market demand, we may not be able to increase
our production capacity of apparel products and locate additional contract manufacturers for apparels
in a short time and hence fail to meet the market demand. If we miss the opportunity to expand our

market shares, our future prospects may be materially and adversely affected.

We are dependent on certain of our key personnel. Our inability to attract, retain and motivate
qualified key personnel could materially and adversely affect our business and prospects

Our success and ability to expand our operations depend heavily on our ability to attract, retain
and motivate qualified key personnel. In particular, we rely on the continued services of our Chairman
and President, Mr. Ding and our Vice President, Ms. Ding for their expertise in developing business
strategies, product design and development, business operations and sales and marketing. Mr. Ding
and Ms. Ding played a key role in the founding of our Group and the creation of the Meike brand. They
have contributed substantially to the success of our Group by making key decisions in our operations,
setting main strategies to cope with the constantly changing market environment, and by representing
our Group in the dealing with our customers, suppliers and various market participants. Mr. Ding has
been a director of Fujian Meike, our principal operating subsidiary, since its establishment and has
been responsible for all major decisions and strategic moves of our Group. Ms. Ding was a director
of Fujian Meike upon its establishment and has been serving our Group since then, in charge of the
management of our footwear and apparel operations. We do not maintain insurance with respect to the
loss of any our key personnel. If we lose the services of any of these key personnel without securing
adequate replacement in a timely manner, such event could limit our competitiveness and our business

and prospects may be materially and adversely affected.

(1)  Calculated on the basis that our production facilities are operating at sixteen hours per day, 29 days per month and 11

months per year.
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We rely on a limited number of local suppliers for raw materials and contract manufacturers for
our Meike apparel and accessory products

The principal raw materials used in the production of our footwear products are leather, fabrics,
rubber and plastics. We obtain most of these materials from local suppliers in the Fujian Province of
the PRC. We also purchase a majority of our Meike apparel products from contract manufacturers in
the PRC. The table below set out our purchases from our five largest suppliers during the Track Record
Period:

Nine months ended

Financial year ended December 31, September 30,
2006 2007 2008 2009
No. of RMB No. of RMB No. of RMB No. of  RMB
Five largest suppliers suppliers — million % suppliers — million % suppliers — million % suppliers — million %
Raw material suppliers 5 27.1 224 5 35.8 19.5 2 28.7 17.8 3 313 17.5
Apparel contract manufacturers — — — — — — 3 30.8 19.1 2 14.7 8.2
Total: 5 27.1 224 5 35.8 19.5 5 59.5 36.9 5 46.0 25.7

Prior to 2008, all our Meike apparel products were produced by our contract manufacturers. We
launched our own apparel production in July 2008 and for the nine months ended September 30, 2009,
approximately 24.0% of our Meike apparel products were produced at our apparel production facilities
at Huian, Quanzhou, Fujian Province. For our apparel outsourcing production, we rely principally on
12 contract manufacturers. All our Meike accessory products were produced by our contract
manufacturers and we rely principally on six contract manufacturers for such products.

We do not enter into long-term agreements with our raw material suppliers or contract
manufacturers of apparel and accessory products and generally procure the raw materials or apparel
and accessory products that we require through purchase orders issued by us from time to time which
set out the terms regarding the price, purchase quantity, delivery terms and settlement terms, amongst
others. To the extent our major suppliers or apparel or accessory contract manufacturers do not
continue to supply us with the raw materials or apparel or accessory products at favorable or similar
terms or at all, our reputation, business, results of operations, financial condition and prospects could
materially suffer. In addition, as some of our contract manufacturers also produce products for other
companies that compete with us, our contract manufacturers may not treat our purchase orders as a
priority when allocating their production capacity to their various customers.

The prices for the raw materials and the costs for labor may increase

Raw material cost is one of the major components in our cost of sales. We purchase a majority
of our raw materials from local suppliers in the PRC. The prices for our major raw materials i.e.
leather, fabrics, rubber and plastics, fluctuate depending mainly on the general market conditions of
the local and the PRC market, and to some extent, depending on the oil price. Increases in the costs
of such raw materials and our inability to pass on such increases in raw material costs to our Meike
distributors or export customers by increasing the prices of our products may materially and adversely
affect our cost of sales and our gross profit margins.
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The sportswear manufacturing industry is labor intensive. Labor costs in the PRC have been
increasing over the past few years, and we cannot assure you that the cost of labor in the PRC will
not continue to increase in the future or that we will be able to increase the prices of our products to
offset such increases. If we are unable to identify and employ other appropriate means to reduce our
costs of production or to pass on the increased labor and other costs of production to our Meike
distributors or export customers by selling our products at higher prices, our business, financial
condition, results of operations and prospects could be materially and adversely affected.

Prices of our products are subject to market factors beyond our control

The prices at which our Meike distributors or consumers are willing to purchase our products are
driven mainly by various factors such as our competitors’ pricing strategies, consumers’ purchasing
power and general economic conditions in the PRC, many of which are beyond our control. For our
Meike branded products, we sell our Meike branded products to all of our Meike distributors at a
uniform discount to the suggested retail prices of the products. We set the suggested retail prices of
our Meike branded products prior to our sales fair and the prices are subject to adjustment depending
on the volume of purchase orders and feedback received from our Meike distributors. Our Meike
distributors then sell our Meike branded products either at their Meike distributor outlets to consumers
at the suggested retail prices, or sell our Meike branded products to the Meike retailers they oversee
at a discount to the suggested retail prices, as determined between our Meike distributors and the
Meike retailers.

The prices at which we sell our export products are driven mainly by different factors such as
the design and cost for a particular footwear and the target consumers of a particular overseas market.

If we are unsuccessful in implementing the suggested retail pricing system or if we are unable
to maintain selling prices of our Meike branded products at desired levels, the market value of our
Meike brand could be eroded and the public perception of our brand may deteriorate, which could have
a material adverse effect on our business, financial condition, results of operations and prospects. If
we are not able to maintain selling prices of our export products at desired levels, our business,
financial condition, results of operations and prospects may be materially and adversely affected.

Any significant damage to our administrative or production facilities could have a material
adverse effect on our results of operations

Our ability to meet demands of, and our contractual obligations with, our Meike distributors and
export customers and our ability to grow our business are dependent on efficient, proper and
uninterrupted operations at our facilities. Power failure or disruption, breakdown, failure or
substandard performance of equipment, improper installation or operation of equipment, and
destruction of buildings, equipment and other facilities due to fire or natural disasters such as
hurricanes or earthquakes would severely affect our ability to continue our operations. As of the Latest
Practicable Date, we did not carry any business interruption insurance and our existing insurance
policies may not be sufficient to compensate us for the actual cost of replacing such buildings,
equipment and infrastructure. Any such events and any losses or liabilities that are not covered by our
current insurance policies could have a material adverse effect on our business, financial condition,
results of operations and prospects.
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We may not be able to adequately protect our intellectual property rights, which could harm our
Meike brand and our business and our business could be materially and adversely affected by
claims of third parties for alleged infringement of their intellectual property rights

We believe our trademarks and other intellectual property rights are crucial to our success. Our
principal intellectual property rights include our trademarks for our Meike brand as well as patents for
certain designs of footwear and apparels. As of the Latest Practicable Date, we are in the process of
obtaining the registration of certain trademarks. The registration of these trademarks depends upon a
number of factors, and we may not be successful in registering trademarks currently under application
or which we may develop in the future. We depend, in large part, on PRC laws to protect our
trademarks, patents and other intellectual property rights. We rely on the registration of trademarks
and patents to protect our intellectual property, but this measure may not be sufficient to prevent any
misappropriation of our intellectual property or to prevent our competitors from independently
developing designs and technologies that are substantially similar to ours. The legal framework
governing intellectual property in the PRC is still evolving and the level of protection of intellectual
property rights in the PRC differs from those in other more developed jurisdictions such as the United
States and the United Kingdom. Third parties may infringe our intellectual property rights. In the past,
we discovered counterfeit versions of our Meike branded products on the market, and had initiated
legal or administrative proceedings in order to safeguard our intellectual property rights. We may have
to initiate legal or administrative proceedings if we find counterfeit versions of our Meike branded
products on the market in the future. Our efforts to enforce or defend our intellectual property rights
may not be adequate, may require significant attention from our management and may be costly. The
outcome of any legal actions to protect our intellectual property rights is uncertain. If we are unable
to adequately protect or safeguard our intellectual property rights, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

We may face claims from time to time that our products infringe the intellectual property rights
of third parties, including our competitors. If any legal proceeding against us for infringement of
intellectual property rights is successful, and if we are unable to obtain a licence for the usage of such
intellectual property right on acceptable terms, or at all, or unable to design around such intellectual
property right, we may be prohibited from manufacturing or selling products which are dependent on
the usage of such intellectual property. In such case, we may experience a material adverse effect on
our business and reputation, and this type of proceeding and its consequences could divert
management’s attention from our business, all of which could have a material adverse effect on our
business, financial condition, results of operations and prospects.

Our ability to obtain additional financing may be limited, which could delay or prevent the
completion of one or more of our strategies

We have, to date, financed our working capital and capital expenditure needs primarily from
capital contributions of shareholders of our operating entities, bank loans provided by local banking
institutions and operating cash flows. We expect our working capital needs and our capital expenditure
needs to increase in the future as we continue to expand and enhance our production facilities, increase
our design, research and development capabilities and as we continue to implement our other
strategies. Our ability to raise additional capital will depend on the financial success of our current
business and the successful implementation of our key strategic initiatives, as well as financial,
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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 at required times, or at all.
Further, equity financings may have a further dilutive effect on our Shareholders. If we require
additional debt financing, the lenders may require us to agree on restrictive covenants that could limit
our flexibility in conducting future business activities, and the debt service payments may be a
significant drain on our free capital allocated for research and other activities. If we are unsuccessful
in raising additional capital or if new capital funding costs are higher than our prior capital funding
costs, our business operations and our development programs may be materially and adversely
impacted, with similar effects on our results of operations and financial condition.

Part of our owned and leased properties in the PRC may be subject to legal irregularities

As at the Latest Practicable Date, we had not obtained valid building ownership certificates with
respect to a gross floor area of 338.46 sq.m. of our buildings, which are used by us as security guard
rooms and back-up power distribution room, representing approximately 0.5% of the total gross floor
area of all the buildings used by us. These buildings do not contribute directly any revenue or profit
to our Group and are not material to our operation. In respect of these irregularities, we are exposed
to a fine ranging from approximately RMB13,018 to RMB26,036 in aggregate for failure to obtain the
required title documents. We may also be required to cease occupation and usage of the above
buildings in respect of which no valid building ownership certificates have been issued, in which case
we will have to relocate the premises. If our Group is required to vacate these properties, our Directors
estimate that additional costs of approximately RMBO0.5 million may be incurred, including relocation
expenses, and it may take up to approximately 1 month to complete the relocation.

As at the Latest Practicable Date, we leased a gross floor area of approximately 357.97 sq.m.
retail outlets at Fuzhou, Fujian Province from certain Independent Third Parties, which are used by
us for our four Self-operated Meike Outlets. The lessors of these properties have not provided us with
any title certificates or other documents evidencing they have the right to lease the properties to us.
As advised by our legal advisors as to PRC laws, Fujian Zenith Law Firm, it is not certain if the lessors
of these properties possess the required title documents. The lease agreements for these properties had
not been registered with the relevant authorities in the PRC. The four Self-operated Meike Outlets in
aggregate contributed approximately nil, 0.5%, 1.1% and 0.7% of our total revenue for the three years
ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009. If we are
unable to continue our operations on these premises, our Directors estimate that it will take around
one month to relocate the operations on these properties with aggregate relocation cost of
approximately RMBO0.8 million.

Our current insurance coverage may not be sufficient to cover the risks related to our operations

Our operations are subject to hazards and risks normally associated with manufacturing
operations, which may cause damage to persons or property. Currently, we maintain insurance policies
in respect of damage to real estate property, employer liability for personal injury of employees and
third party liability for vehicle-related accidents. In addition, we believe risks in claiming product
liability against us may increase as legal concepts of product liability begin to develop and mature in
the PRC and in other countries and regions where our products may be sold. We do not have insurance
coverage for product liability and therefore, we may be exposed to product liability claims and may
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have to expend significant financial and managerial resources to defend against such claims in the
event that any of our products is alleged to have caused bodily injury or other adverse effects. In
addition, we do not maintain third-party liability insurance against claims for property damage,
personal injury or environmental liabilities. Regardless of the ultimate merits of a claim or dispute,
we may face significant costs and expenses to defend against such claims or enter into settlement
agreements, and we may suffer serious damage to our reputation, be subject to material monetary
damages and be subject to government investigations. In such cases we may be fined or sanctioned,
which could materially and adversely affect our reputation, business, prospects, financial condition
and results of operations. Any losses or liabilities that are not covered by our current insurance
policies may have a material adverse effect on our business, financial condition, results of operations

and prospects.

RISKS RELATING TO THE SPORTSWEAR INDUSTRY

We operate in a competitive market and the intense competition we face may result in a decline
in our market share and lower profit margins

The ever-evolving sportswear industry in the PRC is highly competitive. Participants in the
sportswear industry in the PRC market include international and domestic brands which compete in,
among other things, brand loyalty, product variety, product design, product quality, marketing and
promotion, distribution network coverage, price and the ability to meet delivery commitments to
customers. This competition has led to leading brands continuing to gain market share at the expense
of less established, lower-end brands. We may not be able to compete effectively against competitors
who may have greater financial resources, greater scales of production, superior technology, better
brand recognition and a wider, more diverse and established distribution network. To compete
effectively and maintain our market share, we may be forced to, among other actions, increase
marketing efforts, optimise our production costs, provide more sales incentives to our Meike
distributors and increase capital expenditures, which may in turn materially and adversely affect our
profit margins and other results of operations. See also “Industry Overview” and “Business —

Competition™.

Our sales are subject to seasonality and weather conditions, which could cause our results of
operations to fluctuate

Our industry has historically experienced seasonality, which we expect to continue. Our Meike
branded products typically achieve lower sales when we sell our Meike branded products for the
spring and summer seasons to our Meike distributors due to seasonality of demand for sportswear and
the lower average suggested retail selling prices of spring and summer products as compared to
autumn and winter products. We generally sell and distribute our spring and summer seasonal products
from February to August, and our autumn and winter seasonal products from September to January.
Consumer sales are also affected by seasonal shopping patterns during the Chinese New Year in early
spring, the National Labor Day holiday in early May, the summer months, the National Day holiday
in early October and other PRC national holidays. In addition, weather conditions, such as unusual

weather or temperatures, may affect our sales, which are dependent on the sales of our Meike



RISK FACTORS

distributors and Meike retailers. Our quarterly results of operations may fluctuate from period to
period based on consumer demand and the seasonality of consumer spending on sportswear products.
Therefore, any comparison of our results of operations between interim and annual results may not be
meaningful. Our results of operations are likely to continue to fluctuate due to seasonality.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Substantially all of our assets are located in the PRC and all of our revenues are derived from
our operations in the PRC. As a result, our assets and operations are subject to significant political,
economic, legal and other uncertainties associated with doing business in the PRC, which are
discussed in more detail below.

Fluctuations in consumer spending caused by changes in macroeconomic conditions in the PRC
may significantly affect our business, financial condition, results of operations and prospects

A substantial portion of our revenues have been generated in the PRC. Our sales and growth are
dependent on consumer consumption and the continued improvement of macroeconomic conditions in
the PRC, which in turn depend significantly on worldwide economic conditions and their impact on
levels of consumer spending, which have recently deteriorated significantly in many countries and
regions and may remain depressed for the near future. There are many factors affecting the level of
consumer spending, including but not limited to interest rates, currency exchange rates, recession,
inflation, deflation, political uncertainty, taxation, stock market performance, unemployment level and
general consumer confidence. In addition, we believe that our historical growth rates were largely
dependent on the general growth of the PRC economy. The failure of the PRC economy to continue
to grow at historical or anticipated rates, or at all, and any slowdowns or declines in the PRC economy
or consumer spending, may materially and adversely affect our business, financial condition, results
of operations and prospects.

Changes in the laws, regulations and policies adopted by the PRC Government, including in
relation to the environment, labor and taxation, may adversely affect our business, financial
condition, results of operations and prospects

The political, economic and social conditions in the PRC differ from those in more developed
countries in many respects, including structure, government involvement, level of development,
growth rate, control of foreign exchange, capital reinvestment, allocation of resources, rate of
inflation and trade balance position. For the past three decades, the PRC Government has implemented
economic reform and measures emphasizing the utilization of market forces in the development of the
PRC economy. Although these economic reforms and measures could have a positive effect on the
PRC’s overall and long-term development, the resulting changes also may have a material adverse
effect on our current or future business, financial condition, results of operations and prospects.
Despite these economic reforms and measures, the PRC Government continues to play a significant
role in regulating industrial development, the allocation of natural resources and production, pricing
and management of currency, and there can be no assurance that the PRC Government will continue
to pursue a policy of economic reform or that the direction of reform will continue to be market
friendly.
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Our ability to successfully expand our business operations in the PRC depends on a number of
factors, including macroeconomic and other market conditions and credit availability from lending
institutions. Stricter lending policies in the PRC may affect our ability to obtain external financing,
which may reduce our ability to implement our expansion strategies. We cannot give assurance that
the PRC Government will not implement any additional measures to tighten lending standards or that,
if any such measure is implemented, it will not materially and adversely affect our future results of
operations or profitability.

Demand for our products and our business, financial condition, results of operations and
prospects may be materially and adversely affected by the following factors: (a) political instability
or changes in social conditions of the PRC, (b) changes in laws, regulations, and administrative
directives or the interpretation thereof, (c) measures which may be introduced to control inflation or
deflation, (d) changes in the rate or method of taxation, and (e) reduction in tariff protection and other
import and export restrictions. These factors are affected by a number of variables which are beyond
our control.

Restrictions on foreign exchange and payments of dividends may limit our operating
subsidiaries’ ability to remit payments to our Company

At present, RMB is not freely convertible to other foreign currencies, and the conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. Under current PRC
laws and regulations, payments of current account items including profit distributions, interest
payments and operation-related expenditures may be made in foreign currencies without prior
approval from SAFE, but are subject to procedural requirements including presenting relevant
documentary evidence of such transactions and conducting such transactions at designated foreign
exchange banks within China that are licensed to engage in foreign exchange business. Strict foreign
exchange control continues to apply to capital account transactions. These transactions must be
approved by or registered with SAFE, and repayment of loan principal, distribution of return on direct
capital investment and investment in negotiable instruments are also subject to restrictions.

Under our current structure, our Company’s source of funds will primarily consist of dividend
payments by our subsidiaries in the PRC denominated in RMB. We cannot give any assurance that we
will be able to meet all of our foreign currency obligations or to remit profit out of China. If our
subsidiaries are unable to obtain SAFE approval to repay loans to our Company or if future changes
in relevant regulations were to place restrictions on the ability of the subsidiaries to remit dividend
payments to our Company, our Company’s liquidity and ability to satisfy its third-party payment
obligations and its ability to distribute dividends in respect of the Shares could be materially and
adversely affected.

Our Company is a holding company that heavily relies on dividend payments from our
subsidiaries for funding

Our Company is a holding company incorporated in the Cayman Islands and operate our core
business through our subsidiaries in the PRC. Therefore, the availability of funds to us to pay
dividends to our Shareholders depends upon dividends received from these subsidiaries. If our
subsidiaries incur debt or losses, such indebtedness or loss may impair their ability to pay dividends
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or other distributions to us. As a result, our ability to pay dividends will be restricted. PRC laws
require that dividends be paid only out of the net profit calculated according to PRC accounting
principles, which differ in many aspects from generally accepted accounting principles in other
jurisdictions, including HKFRSs and International Financial Reporting Standards. PRC laws also
require foreign-invested enterprises to set aside part of their net profit as statutory reserves. These
statutory reserves are not available for distribution as cash dividends. In addition, restrictive
covenants in bank credit facilities or other agreements that we or our subsidiaries may enter into in
the future may also restrict the ability of our subsidiaries to provide capital or declare dividends to
us and our ability to receive distributions. Therefore, these restrictions on the availability and usage

of our major source of funding may impact our ability to pay dividends to our Shareholders.

Fluctuations in foreign exchange rates may adversely affect our financial condition, results of

operations and the value of future dividend payments

All our costs of sales and other expenses were paid in RMB while substantially all of our
revenues were received in RMB. We commenced direct export of our export products in 2007 and
recorded revenues for direct export of approximately RMB20.6 million, RMB28.3 million and
RMBS.0 million in foreign currency for the two financial years ended December 31, 2007 and 2008
and the nine months ended September 30, 2009.

The value of RMB against other foreign currencies is subject to changes in the PRC
Government’s policies and international economic and political developments. Under the unified
floating exchange rate system, the conversion of RMB into foreign currencies, including Hong Kong
and US dollars, has been based on rates set by the People’s Bank of China, which have generally been
stable. However, the PRC Government reformed the exchange rate regime on July 21, 2005 by moving
into a managed floating exchange regime based on market supply and demand with reference to a
basket of currencies. As a result, the RMB appreciated against the Hong Kong and US dollars by
approximately 2.0% on the same date. On September 23, 2006, the PRC Government widened the daily
trading band for RMB against non-US dollar currencies from 1.5% to 3.0% to improve the flexibility
of the new foreign exchange system.

There has been pressure from foreign countries on the PRC recently to adopt a more flexible
currency system that could lead to further appreciation of the RMB. The RMB may be revalued further
against the US dollar or other currencies or may be permitted to enter into a full or limited free float,
which may result in an appreciation or depreciation in the value of the RMB against the US dollar or
other currencies. It is uncertain if the exchange rates of US dollars and other currencies against RMB
will further fluctuate. Any appreciation of the RMB may subject us to increased exchange loss and
competition from imported sportswear products. Also, since our revenues and profit are denominated
in RMB, any depreciation of RMB would materially and adversely affect the value of, and any
dividends payable on, our Shares in foreign currency terms, as well as our ability to service any of

our foreign currency obligations.
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Any change in our tax treatment, including an unfavorable change in preferential enterprise
income tax rates in the PRC, may have a material adverse impact on our financial condition and
results of operations

On March 16, 2007, the National People’s Congress of the PRC promulgated the Enterprise
Income Tax Law of the PRC (the “New Tax Law”), which came into effect on January 1, 2008 and
supersedes both the Foreign-invested Enterprise and Foreign Enterprise Income Tax Law of the PRC
and the Provisional Regulations on Enterprise Income Tax of the PRC (the “Old Tax Regime”). The
New Tax Law consolidates the two separate tax regimes for domestic enterprises and foreign-invested
enterprises and imposes a unified enterprise income tax rate of 25% for both types of enterprises.

Under the New Tax Law and the Notice of the State Council on the Implementation of the
Transitional Preferential Policies in respect of Enterprise Income Tax (2755 [ BH i B fti i 2 T 15 i 4t
U {3 BB SR (%) 4 ), foreign-invested enterprises that enjoyed a preferential tax rate prior to the New
Tax Law’s promulgation will gradually transit to the new tax rate over five years from January 1,
2008. Foreign-invested enterprises that enjoyed a tax rate of 24% will have their tax rate increased to
25% in 2008. Enterprises which enjoyed a fixed period of tax exemption and reduction prior to the
New Tax Law’s promulgation will continue to enjoy such preferential tax treatment until the expiry
of such prescribed period, and for those enterprises whose preferential tax treatment has not
commenced before due to lack of profit, such preferential tax treatment has commenced from January
1, 2008.

Under the Old Tax Regime and as approved by the relevant tax authorities, Fujian Meisike, a
foreign-invested enterprise, was exempted from the enterprise income tax for its first two profitable
years commencing from January 1, 2007, and thereafter was entitled to a 50% reduction in the
enterprise income tax for the subsequent three years until December 31, 2011. Fujian Meisike enjoyed
a full exemption from enterprise income tax in 2007 and 2008, which had a significant positive effect
on our profit after taxation during the financial years ended December 31, 2007 and 2008. Under the
New Tax Law, Fujian Meisike enjoys a 50% reduction of the phased-in enterprise income tax rate of
25% until December 31, 2011 and will thereafter been subject to a 25% tax rate.

Under the New Tax Law, Quanzhou Meike is exempted from the enterprise income tax
commencing from January 1, 2008 and thereafter is entitled to a 50% reduction in the phased-in
enterprise income tax rate of 25% for the subsequent three years until December 31, 2012. We expect
that upon the expiry of the full exemption from the enterprise income tax currently enjoyed by
Quanzhou Meike, the tax rate applicable to Quanzhou Meike will increase from 2010 onwards and will
further increase from 2013 following the expiry of the above preferential tax treatment.

Under the New Tax Law, the enterprise income tax rate applicable to Fuzhou Meikesen has
reduced from 33% to 25% since January 1, 2008, which had a positive effect on our profit after
taxation during the financial year ended December 31, 2008.

Under the New Tax Law, if an enterprise incorporated outside the PRC has its “effective
management” located within the PRC, such enterprise may be recognized as a PRC tax resident
enterprise and be subject to the unified enterprise income tax rate of 25% for its worldwide income.
Our members that are not incorporated in the PRC may in the future be recognized as a PRC tax
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resident enterprise according to the New Tax Law by the PRC taxation authorities. Our Directors
understand that there would be no effect to our financial results during the Track Record Period if the
members of our Group which are not incorporated in the PRC are treated as PRC tax resident
enterprises, as such members were investment holding entities which did not record any income during
the Track Record Period. According to the New Tax Law, dividends received by a qualified PRC tax
resident from another PRC tax resident are exempted from enterprise income tax. However, given the
limited history of the New Tax Law, it remains unclear as to the detailed qualification requirements
for such exemption and whether dividends declared and paid by our members in the PRC to their
overseas holding companies will be exempted from enterprise income tax if they are recognized as
PRC tax residents.

The State Administration of Taxation of the PRC issued Notice on Interpretation and
Confirmation of Beneficial Owners Under Tax Treaty ([ 40 {a] 3 fif F1 58 Bl i b 2 o2 4 T 57 A
()38 %) on October 27, 2009, which addresses which entities are treated as “beneficial owners” under
the treaty articles on dividends, interest and royalties. According to this document, the PRC tax
authorities must evaluate whether an applicant (income recipient) qualifies as a “beneficial owner” on
a case-by-case basis based on the “substance over form” principle. It is possible, based on these
principles, that the tax authorities would deny the claim for the reduced rate of withholding tax. Under
current law, this might result in dividends from Fujian Meike, Quanzhou Meike and Fujian Meisike
to Mega Pacific being subject to PRC withholding tax at a 10% rate instead of a 5% rate. This would
negatively impact us and it would impact our ability to pay dividends. Please refer to the paragraphs
headed “Withholding tax” in the Accountants’ Report of our Group in Appendix I to this prospectus
for the tax payable on dividends.

Gains on the sales of our Shares and dividends on our Shares may be subject to PRC income taxes

Under the New Tax Law and its implementation rules, our Company may in the future be
recognized as a PRC tax resident enterprise by the PRC taxation authorities, and capital gains realized
by foreign Shareholders from sales of our Shares and dividends on our Shares payable to foreign
Shareholders may be regarded as income from “sources within the PRC” and therefore become subject
to a 10% withholding income tax. If we are required under the New Tax Law to withhold PRC income
tax on capital gains on sales of Shares and/or dividends on our Shares payable to foreign Shareholders,
the value of our foreign Shareholders’ investment in our Shares may be materially and adversely
affected.

It may be difficult to effect service of process on, or to enforce judgments obtained outside the
PRC against, us, our Directors or our senior management members who reside in the PRC

We are incorporated in the Cayman Islands. Substantially all of our Directors and senior
management members reside in the PRC and substantially all of our assets and the assets of such
persons are located in the PRC. Accordingly, it may be difficult for investors to effect service of
process on any of these persons or to enforce judgments obtained outside of the PRC against us or any
of these persons. On July 14, 2006, Hong Kong and the PRC entered into the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters by the Courts
of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of Court
Agreements Between Parties Concerned (the “Arrangement”), pursuant to which a party with a final
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court judgment rendered by a Hong Kong court requiring payment of money in a civil and commercial
case according to a choice of court agreement in writing may apply for recognition and enforcement
of the judgment in the PRC. Similarly, a party with a final judgment rendered by a PRC court requiring
payment of money in a civil and commercial case pursuant to a choice of court agreement in writing
may apply for recognition and enforcement of such judgment in Hong Kong. A choice of court
agreement in writing is defined as any agreement in writing entered into between parties after the
effective date of the Arrangement in which a Hong Kong court or a PRC court is expressly designated
as the court having sole jurisdiction for the dispute. Therefore, it is not possible to enforce a judgment
rendered by a Hong Kong court in China if the parties in dispute do not agree to enter into a choice
of court agreement in writing. As a result, it may be difficult or impossible for investors to effect
service or process against our assets or our Directors in China in order to seek recognition and
enforcement for foreign judgments in China. Furthermore, the PRC does not have treaties or
agreements providing for the reciprocal recognition and enforcement of judgments awarded by courts
of the United States, the United Kingdom, or most other western countries. Hence, the recognition and
enforcement in the PRC of judgments of a court in any of these jurisdictions in relation to any matter
not subject to a binding arbitration provision may be difficult or even impossible.

The PRC legal system is not fully developed and has inherent uncertainties regarding the
interpretation and enforcement of PRC laws and regulations which could limit the legal
protections available to investors

Substantially all of our operations are conducted in the PRC. The PRC legal system is based on
written statutes, and prior court decisions can only be cited as reference and are non-binding. Since
1979, the PRC Government has been developing a comprehensive system of laws, rules and
regulations in relation to economic matters, such as foreign investment, corporate organization and
governance, commerce, taxation and trade. However, as these laws and regulations have not yet been
fully developed and because of the limited volume of published cases and their non-binding nature,
the interpretation and enforcement of these laws, rules and regulations involve some degree of
uncertainty, which may lead to additional restrictions and uncertainty for our business and uncertainty
with respect to the outcome of any legal action investors may take against us in the PRC.

Changes in existing laws and regulations or additional or stricter laws and regulations on
environmental protection in the PRC may cause us to incur additional capital expenditures

Our business operation in the PRC is subject to the environmental laws and regulations issued
by the PRC Government. The relevant environmental laws and regulations may be revised by the PRC
Government from time to time to reflect the latest environmental needs or policies. We paid
RMB9,600, RMB9,600, RMB20,290 and RMB36,200 in respect of regulatory compliance with
applicable environmental protection requirements in the PRC for the three financial years ended
December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009, respectively. Any
changes to such regulations and guidelines may materially increase our cost and regulatory exposure
in complying with them.

Further, we plan to expand our production facilities at Huian, Quanzhou City, Fujian Province
for our apparel production, which we expect will commence production in or around 2010, and the new
production facilities are subject to PRC environmental protection laws and regulations. These laws
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and regulations require enterprises engaged in manufacturing that may create environmental waste to
adopt effective measures to control and properly dispose of this waste. If any failure to comply with
such laws or regulations results in pollution, the administrative department for environmental
protection can levy fines. Moreover, the PRC Government has the discretion to cease or close any
operation if the failure to comply with such laws or regulations is serious. The PRC Government, in
addition, may impose additional or stricter laws or regulations in the future. Compliance with any of
these additional or stricter laws or regulations may cause us to incur additional material capital
expenditure, the cost of which we may be unable to pass on to our customers through higher prices
for our products.

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

Natural disasters, acts of war, political unrest and epidemics, which are beyond our control, may
materially and adversely affect the economy, infrastructure and livelihood of the people of the PRC.
Some cities in the PRC are particularly susceptible to floods, earthquakes, sandstorms, snowstorms
and droughts. Our business, financial condition, results of operations and prospects may be materially
and adversely affected if such natural disasters occur in places where we operate or indirectly sell our
products. Political unrest, acts of war and terrorists attacks may cause damage or disruption to us, our
employees, our facilities, the distribution channels operated by our Meike distributors or their Meike
retailers and our markets, any of which could materially and adversely affect our sales, cost of sales,
overall results of operations and financial condition. The potential for war or terrorists attacks may
also cause uncertainty and cause our business to suffer in ways that we cannot currently predict. In
addition, certain Asian countries, including the PRC, have encountered epidemics, such as SARS or
incidents of the avian flu. Past occurrences of epidemics have caused different degrees of damage to
the national and local economies in the PRC. A recurrence of an outbreak of SARS, avian flu or any
other similar epidemic such as the HINI flu (swine flu) could cause a slowdown in the levels of
economic activity generally, which could in turn materially and adversely affect our results of
operations and the price of our Shares.

The enforcement of the Labor Contract Law and other labor-related regulations in the PRC may
adversely affect our business and our results of operations

On June 29, 2007, the National People’s Congress of China enacted the Labor Contract Law
(*%)\Ei’%*ﬂ%@j/ﬁ\ﬁ%), which became effective on January 1, 2008. Compared to the Labor
Law ("3 A\ R AL AEY 25 87 7%), the Labor Contract Law establishes more restrictions and increases the
cost to employers upon termination of employment, including specific provisions related to fixed-term
employment contracts, temporary employment, probation, consultation with the labor union and
employee general assembly, employment without a contract, dismissal of employees, compensation
upon termination and overtime work, and collective bargaining. According to the Labor Contract Law,
an employer is obligated to sign an unlimited term labor contract with an employee if the employer
continues to employ the employee after two consecutive fixed term labor contracts. The employer also
has to pay compensation to employees if the employer terminates an unlimited term labor contract.
Unless an employee refuses to extend an expired labor contract, compensation is also required when
the labor contract expires and the employer does not extend the labor contract with the employee under
the same terms or better terms than those in the original contract. Further, under the Regulations on
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Paid annual Leave for Employees (HﬁI%g?iﬁt{&{%%), which became effective on January 1, 2008,
employees who have served more than one year with an employer are entitled to a paid vacation
ranging from five to 15 days, depending on their length of service. Employees who waive such
vacation time at the request of employers shall be compensated at three time their normal salaries for
each waived vacation day. As a result of these new protective labor measures, our labor costs may
increase. We cannot give assurance that any disputes, work stoppages or strikes will not arise in the

future.
RISKS RELATING TO THE SHARE OFFER AND OUR SHARES

There has been no prior public market for our Shares and an active trading market for our
Shares may not develop

Our Shares are not listed on any stock exchange or organized trading market, including in the
PRC. Prior to the Share Offer, there has not been a public market for our Shares. While we have
applied to list and deal in the Shares on the Stock Exchange, we cannot give assurance that an active
or liquid public market for our Shares will develop or be sustained if developed. The initial Offer Price
range and the Offer Price of our Shares will be determined through negotiations between us and the
Lead Manager (on its behalf and the Underwriters), and they may not necessarily be indicative of the
market price of our Shares after the Share Offer is completed. An investor who purchases our Shares
in the Share Offer may not be able to resell such Shares at or above the Offer Price and, as a result,
may lose all or part of the investment in such Shares. In addition, as there will be a four business day
(as defined in the Listing Rules) gap between the pricing and trading of our Shares offered in the Share
Offer, the initial trading price of our Shares could be lower than the Offer Price due to a variety of
reasons including material adverse events affecting our Company.

The liquidity, trading volume and trading price of our Shares may be volatile

The price at which the Shares will trade after the Share Offer will be determined by the market,
which may be influenced by many factors (some of which are beyond our control), including (a) our
financial condition and results of operations, (b) changes in securities analysts’ estimates, if any, of
our financial performance, (c) the history of, and the prospects for, us and the industry in which we
compete, (d) an assessment of our management, our past and present operations and the prospects for,
and timing of, our future revenues and cost structures, such as the views of independent research
analysts, if any, (e) the present state of our development and investors’ perception of us and our future
business plans, (f) the valuation of publicly traded companies that are engaged in business activities
similar to ours, and (g) general market sentiment regarding the sportswear industry and sportswear
companies.

In addition, the Stock Exchange has from time to time experienced significant price and volume
fluctuations that have affected the market prices for the securities of companies quoted on the Stock
Exchange, including most recently as a result of the recent financial difficulties and economic
conditions in the United States, Europe and elsewhere. As a result, investors in our Shares may
experience volatility in the market price of their Shares and a decrease in the value of Shares
regardless of our operating performance or prospects.
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The sale or availability for sale of substantial amounts of our Shares could materially and
adversely affect their market price

Sales of substantial amounts of Shares in the public market after the completion of the Share
Offer, or the perception that these sales could occur, could materially and adversely affect the market
price of our Shares and could materially and adversely impair our future ability to raise capital through
offerings of our Shares. The total number of Shares issued immediately after the Share Offer will be
1,000,000,000, assuming the Underwriters do not exercise their Over-allotment Option. Our
Controlling Shareholders and other existing Shareholders are subject to a lock-up of six months from
the Listing Date, but Shares which are not subject to a lock-up represent 25% of the total issued share
capital immediately after the Capitalization Issue and the Share Offer (assuming no exercise of the
Over-allotment Option) and will be freely tradable immediately after the Share Offer.

You may face difficulties in protecting your interests because our Company is incorporated under
Cayman Islands laws, which may provide less protection to minority shareholders than the laws
of Hong Kong or other jurisdictions

Our corporate affairs are governed by our Memorandum and Articles and by the Companies Law
and common law of the Cayman Islands. The laws of the Cayman Islands relating to the protection of
the interests of minority shareholders differ in some respects from those in Hong Kong and other
jurisdictions. Such differences may mean that our minority shareholders, including investors in our
Shares, may have less protection than they would otherwise have under the laws of Hong Kong or
other jurisdictions. For example, the Cayman Islands does not have a statutory equivalent of section
168A of the Companies Ordinance which provides a remedy for shareholders who have been unfairly
prejudiced by the conduct of a company’s affairs. See “Summary of the Constitution of Our Company
and Cayman Islands Companies Law” in Appendix V to this prospectus.

The interests of our Controlling Shareholders may not always coincide with the interests of our
Company and our other Shareholders, and our Controlling Shareholders may exert significant
control or substantial influence over us and may take actions that are not in, or may conflict
with, our other Shareholders’ best interests

Glory Hill and its beneficial owner Mr. Ding will remain as our Controlling Shareholders and
together control the exercise of 56.25% of the voting rights of the Shares eligible to vote in the general
meeting of our Company immediately after the completion of the Capitalization Issue and the Share
Offer (assuming the Over-allotment Option is not exercised). Accordingly, our Controlling
Shareholders will continue to be able to exercise controlling influence over our operations and
business strategy through their ability to effect actions without the approval of our other Shareholders.
Subject to our Company’s Memorandum and Articles of Association as well as the Companies Law,
our Controlling Shareholders will also be able to control the election of our Directors and senior
management, adjust our capital structure, make amendments to our Company’s Memorandum and
Articles of Association, determine the timing and amount of our dividends, if any, and pass resolutions
to acquire or merge with another company not connected with our Controlling Shareholders. Such
voting control may discourage certain types of transactions, including those involving an actual or
potential change of control of our Company. Our Controlling Shareholders may cause us to take
actions that are not in, or may conflict with, the interests of us or those of our other Shareholders. In
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the case where the interests of our Controlling Shareholders conflict with those of our other
Shareholders, or if our Controlling Shareholders choose to cause us to pursue objectives that would
conflict with the interests of our other Shareholders, such other Shareholders could be left in a
disadvantageous position by such actions initiated by our Controlling Shareholders and the price of
the Shares could be materially and adversely affected.

Investors will experience immediate dilution in net tangible asset value per Share and may
experience further dilution if we issue additional Shares in the future

The Offer Price of our Shares will be higher than the net tangible asset value per Share
immediately prior to the Share Offer. As a result, investors will experience immediate dilution in our
net tangible asset value per Share of HK$0.64, assuming an Offer Price of HK$1.32 (being the
mid-point of the indicative Offer Price range). If the Placing Underwriters exercise the Over-allotment
Option or if we issue additional Shares in the future, purchasers of our Shares may experience further
dilution. In addition, we may need to raise additional funds through the issuance of new Shares or
equity-linked securities of our Company in the future to finance business expansion, and if we do so
our Shareholders’ interests in our Company may be materially diluted accordingly.

The costs of share options to be granted under the Share Option Scheme may materially and
adversely affect our results of operations and any exercise of the options granted may result in
a material dilution to our Shareholders

We have adopted the Share Option Scheme pursuant to which we will in the future grant to our
employees and business partners options to subscribe for Shares. No options have been granted
pursuant to the Share Option Scheme as of the Latest Practicable Date. The fair value of the options
at the date on which they are granted with reference to the valuer’s valuation will be charged as
share-based compensation, which may materially and adversely affect our results of operations.
Issuance of Shares for the purpose of satisfying any award made under the Share Option Scheme will
also increase the number of Shares in issue after such issuance and thus may result in the dilution to
the percentage of ownership of our Shareholders and the net asset value per Share.

Details of the Share Option Scheme are set out in the section headed “Share Option Scheme” in
Appendix VI to this prospectus.

Certain information and statistics with respect to China, the PRC economy and the sportswear
industry in this prospectus are derived from various official sources and may not be reliable

Certain information and statistics contained in this prospectus relating to China, the PRC
economy and the sportswear industry have been derived from official publications generally believed
to be reliable. Our Directors have taken reasonable care in the reproduction of such information. They
have not been independently verified by us, the Sponsor, the Lead Manager, the Underwriters or any
of our or their respective affiliates or advisors and, therefore, we make no representation as to the
accuracy of such information and statistics. Due to possibly flawed or ineffective collection methods
or discrepancies between published information and market practice and other problems, such
information and statistics may be inaccurate or may not be comparable to information and statistics
produced for other economies.
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WAIVERS FROM COMPLIANCE WITH THE LISTING RULES
AND THE COMPANIES ORDINANCE

In preparation for the Listing, we have sought the following waivers from strict compliance with
the relevant provisions of the Listing Rules and the Companies Ordinance:

MANAGEMENT PRESENCE

Pursuant to Rule 8.12 of the Listing Rules, our Company must have a sufficient management
presence in Hong Kong. This normally means that at least two of our executive Directors must be
ordinarily resident in Hong Kong. Given that the business and operation of our Group are primarily
located, managed and conducted in the PRC and none of our executive Directors are ordinarily
resident in Hong Kong, our Company does not and will not, in the foreseeable future, have a
management presence in Hong Kong.

Accordingly, our Company has applied to the Stock Exchange for a waiver from compliance with
the requirements under Rule 8.12 of the Listing Rules. The Stock Exchange has granted the requested
waiver to our Company from strict compliance with the requirements under Rule 8.12 of the Listing
Rules on condition that our Company would adopt the following arrangements to maintain regular
communication with the Stock Exchange:

(a) our Company has appointed two authorized 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 two authorized representatives are Mr. Li Dongxing (&£ %4), an
executive Director, and Mr. Li Yik Sang (FZE4:5E4), our chief financial officer and
company secretary who is ordinarily resident in Hong Kong. Each of the authorized
representatives will be available to meet with the Stock Exchange in Hong Kong upon
reasonable short notice and will be readily contactable by telephone, facsimile or email.
Each of the two authorized representatives is authorized to communicate on behalf of our
Company with the Stock Exchange;

(b) both authorized representatives have means to contact all members of the Board (including
our independent non-executive Directors) and of the senior management team promptly at
all times as and when the Stock Exchange wishes to contact them or any of them for any
matters. To enhance the communication between the Stock Exchange, the authorized
representatives and our Directors, our Company will implement a number of policies
whereby (i) each of the executive Directors and independent non-executive Directors shall
provide his/her mobile phone numbers, residential phone numbers, office phone numbers,
fax numbers (if available) and email addresses (if available) to the authorized
representatives and the Stock Exchange; and (ii) in the event that an executive Director or
independent non-executive Director expects to travel and be out of office, he/she shall
provide the phone number of the place of his/her accommodation to the authorized
representatives;

(c) if the circumstances require, meetings of the Board can be convened and held in such
manner as permitted under the Articles of Association at short notice to discuss and address
any issue with which the Stock Exchange is concerned in a timely manner;
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AND THE COMPANIES ORDINANCE

(d) a compliance advisor, China Merchants Securities (HK) Co., Limited, has been appointed
by our Company to provide our Company with professional advice on continuing
obligations under the Listing Rules, and to act at all times, in addition to the two authorized
representatives of our Company, as our Company’s principal channel of communication
with the Stock Exchange for the period commencing on the Listing Date and ending on the
date on which our Company publishes its annual report in respect of its first full financial
year commencing after the Listing Date pursuant to Rule 3A.19 of the Listing Rules;

(e) meetings between the Stock Exchange and our Directors could be arranged through the
authorized representatives or the compliance advisor, or directly with our Directors within
a reasonable time frame. Our Company will inform the Stock Exchange promptly of any

change in the authorized representatives or the compliance advisor; and

(f) all our Directors have confirmed that they possess or can apply for valid travel documents
to visit Hong Kong and would be able to come to Hong Kong and meet with the Stock
Exchange upon reasonable notice.

WAIVER IN RELATION TO THE ACCOUNTANTS’ REPORT

According to Rule 4.04(1) of the Listing Rules and paragraph 27 of the Third Schedule to the
Companies Ordinance, we are 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.

According to Rule 4.04(1) of the Listing Rules and paragraph 31 of the Third Schedule to the
Companies Ordinance, we are 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.

The accountants’ report for each of the three years ended December 31, 2008 and the nine months
ended September 30, 2009 has been prepared and is set out in Appendix I to this prospectus.

An application has been made to the SFC for a certificate of exemption from strict compliance
with paragraphs 27 and 31 of the Third Schedule to the Companies Ordinance in relation to the
inclusion of the accountants’ report for the full year ended December 31, 2009 in this prospectus on
the ground that it would be unduly burdensome for us to do so within a short period of time after
December 31, 2009. A certificate of exemption has been granted by the SFC under section 342A of
the Companies Ordinance.

An application has also been made to the Stock Exchange for a waiver from strict compliance
with Rule 4.04(1) of the Listing Rules, and such waiver has been granted by the Stock Exchange
subject to the condition that the Listing Date is on or before March 31, 2010.

48 —



WAIVERS FROM COMPLIANCE WITH THE LISTING RULES
AND THE COMPANIES ORDINANCE

Our Directors have confirmed that they have performed, and will continue to perform, sufficient
due diligence on our Group to ensure that up to the date of this prospectus, there has been no material
adverse change in the financial and trading positions or prospects of our Group since September 30,
2009, and there will not be any event since September 30, 2009 which would materially affect the
information shown in the accountants’ report as set out in Appendix I to this prospectus. Our Directors
are of the view that all information that is necessary for the public to make an informed assessment

of the financial results and the financial position of our Group has been included in the prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies 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 to the public with regard to our Group. Our
Directors collectively and individually accept full responsibility for the accuracy of the information
contained in this prospectus and confirm, having made all reasonable enquiries, that to the best of their
knowledge and belief there are no other facts the omission of which would make any statement in this
prospectus misleading.

INFORMATION ON THE SHARE OFFER

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

FULLY UNDERWRITTEN

The Share Offer comprises the Placing and the Public Offer. A total of 250,000,000 Offer Shares
will initially be made available under the Share Offer, of which 225,000,000, representing 90% of the
total number of Offer Shares will initially be placed (subject to restrictions stated in the paragraph
headed “Selling Restrictions” below) with professional and institutional investors and, to the extent
permitted by applicable laws, other investors in Hong Kong and elsewhere at the Offer Price under the
Placing. The remaining 25,000,000 Offer Shares, representing 10% of the total number of the Offer
Shares, will be offered in Hong Kong to the public for subscription at the Offer Price under the Public
Offer. The number of Shares offered for subscription under the Share Offer will be subject to
re-allocation and the Over-allotment Option. Details of the structure of the Share Offer are described
in the section headed “Structure and Conditions of the Share Offer” in this prospectus.

This prospectus is published in connection with the Share Offer which together with the
Application Forms, set out the terms and conditions of the Share Offer.

The Share Offer is sponsored by the Sponsor and managed by the Lead Manager. The Public
Offer is fully underwritten by the Public Offer Underwriters. For further information about the
Underwriters and the underwriting arrangements, please refer to the section headed “Underwriting” in
this prospectus.

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which is expected to be determined by
agreement between the Lead Manager, on behalf of the Underwriters, and our Company on or before
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January 25, 2010 or such later time as may be agreed by the Lead Manager, on behalf of the
Underwriters, and our Company, but in any event no later than January 26, 2010. If the Lead Manager,
on behalf of the Underwriters, and our Company are unable to reach agreement on the Offer Price by
January 26, 2010, the Share Offer will not proceed.

SELLING RESTRICTIONS

Each person acquiring the Offer Shares will be required, and is deemed by his acquisition of the
Offer Shares, to confirm that he is aware of the restriction on offers or sales of the Offer Shares
described in this prospectus and that he is not acquiring, and has not been offered, any Offer Shares

in circumstances that contravene any such restrictions.

No action has been taken in any jurisdiction other than Hong Kong to permit any public offer of
the Offer Shares or the distribution of this prospectus. Accordingly, 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 offer or invitation is not authorized or to any person to whom it is

unlawful to make such offer or invitation.

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

citizenship, residence or domicile.

Singapore

This prospectus has not been registered as a prospectus with the Monetary Authority of
Singapore. Accordingly, this prospectus and any other document or material in connection with the
offer or sale, or invitation for subscription or purchase, of our Shares may not be circulated or
distributed, nor may our Shares be offered or sold, or be made the subject of an invitation for
subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an
institutional investor under section 274 of the Securities and Futures Act, Chapter 289 of Singapore
(the “SFA™), (ii) to a relevant person pursuant to section 275(1), or any person pursuant to section
275(1A), and in accordance with the conditions specified in section 275, of the SFA or (iii) otherwise

pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.

Where our Shares are subscribed or purchased under section 275 of the SFA by a relevant person
which is:

(a) a corporation (which is not an accredited investor (as defined in section 4A of the SFA))
the sole business of which is to hold investments and the entire share capital of which is

owned by one or more individuals, each of whom is an accredited investor; or
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(b) a trustee of a trust (where the trustee is not an accredited investor) whose sole purpose is
to hold investments and each beneficiary of the trust is an individual who is an accredited
investor,

the shares, debentures and units of shares and debentures of that corporation or the beneficiaries’
rights and interest (howsoever described) in that trust shall not be transferred within six months after
that corporation or the trustee of that trust has acquired our Shares pursuant to an offer made under
section 275 except:

(1) where the transfer is made only to an institutional investor (for corporations, under section
274 of the SFA) or to a relevant person defined in section 275(2) of the SFA, or to any
person pursuant to an offer that is made on terms that such shares, debentures and units of
shares and debentures of that corporation or such rights and interest in that trust are
acquired at a consideration of not less than S$S$200,000 (or its equivalent in a foreign
currency) for each transaction, whether such amount is to be paid for in cash or by exchange
of securities or other assets. In the case where the transfer is made by a corporation, such
transfer must also be made in accordance with the conditions specified in section 275(1A)
of the SFA;

(2) where no consideration is or will be given for the transfer; or
(3) where the transfer is by operation of law.
PRC

This prospectus has not been and will not be circulated or distributed in the PRC, and the Offer
Shares may not be offered or sold, and will not be offered or sold to any person for re-offering or
resale, directly or indirectly, to any resident of the PRC except pursuant to applicable laws and
regulations of the PRC.

Cayman Islands

The Offer Shares may not be offered or sold, and will not be offered or sold, to any resident of
the Cayman Islands.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has applied to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned herein including the Offer
Shares (including any Shares which may be issued pursuant to the exercise of the Over-allotment
Option) and any Shares which may fall to be issued pursuant to the exercise of the options to be
granted under the Share Option Scheme as described in Appendix VI to this prospectus. No part of our
Company’s share capital is listed or dealt in on any other stock exchange. At present, our Company
is not seeking or proposing to seek the listing of, or permission to deal in, the Shares on any other
stock exchange. All the Shares will be registered on our register of members in order for them to be
traded on the Main Board of the Stock Exchange.
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PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of the subscription for, purchase, holding or
disposal of, dealing in, or the exercise of any rights in relation to the Offer Shares, you should consult
an expert. Our Company, the Lead Manager, the Sponsor, the Underwriters, their respective directors,
agents or advisors or any other party involved in the Share Offer do not accept responsibility for any
tax effects on, or liabilities of, any person resulting from the subscription for, purchase, holding or
disposal of, dealing in, or the exercise of any rights in relation to, the Offer Shares.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

All of the Shares issued pursuant to the Share Offer will be registered on our Hong Kong register
of members to be maintained in Hong Kong by our Hong Kong Share Registrar, Tricor Investor
Services Limited. Our principal register of members will be maintained by our principal registrar and
transfer agent, Butterfield Fulcrum Group (Cayman) Limited, in the Cayman Islands. Only Shares
registered on our Hong Kong register of members maintained in Hong Kong may be traded on the
Stock Exchange.

Dealings in the Shares registered on our Hong Kong register of members in Hong Kong will be
subject to Hong Kong stamp duty. The current rate of stamp duty in Hong Kong is HK$2.0 for every
HK$1,000.0 (or part thereof) of the consideration or, if higher, the fair value of the Shares being sold
or transferred.

PROCEDURES FOR APPLICATION FOR PUBLIC OFFER SHARES

The procedures for applying for the Public Offer Shares are set out in the section headed “How
to Apply for the Public Offer Shares” in this prospectus and on the relevant Application Forms.

STRUCTURE OF THE SHARE OFFER

Details of the structure and conditions of the Share Offer, including details of the Over-allotment
Option, are set out in the section headed “Structure and Conditions of the Share Offer” in this
prospectus.

OFFER SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the Offer Shares on the Stock
Exchange and 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 Listing Date 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 (as
defined in the Listing Rules) 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. All
necessary arrangements have been made for the Offer Shares to be admitted into CCASS. Investors
should seek the advice of their stockbroker or other professional advisor for details of those settlement
arrangements and how such arrangements will affect their rights and interests.
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DIRECTORS

Name Address Nationality

Executive Directors

Mr. Ding Siqgiang No. 108 Yanjiang Road Chinese
Xibian Village
Chendai Town
Jinjiang City
Fujian Province
The PRC

Ms. Ding Xueleng No. 108 Yanjiang Road Chinese
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Fujian Province
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INDUSTRY OVERVIEW

This section contains information and statistics relating to the Chinese economy and the
industry in which we operate. We have derived such information and data partly from publicly
available government official sources and industry sources as well as a report we commissioned
from Frost & Sullivan, an Independent Third Party. We believe that such sources of information are
appropriate sources for information we used in this section and we have taken reasonable care
extracting and reproducing such information. We have no reason to believe that such information
is false or misleading or that any fact has been omitted that would render such information false
or misleading. The information has not been independently verified by us, the Sponsor, the
Underwriters or any other party involved in the Share Offer and no representation is given as to
its accuracy.

FROST & SULLIVAN REPORT

We commissioned Frost & Sullivan, an independent global market research and consulting
company based in the United States which was founded in 1961, to conduct an analysis of, and to
report on, the sportswear market in the PRC as well as some brief sportswear market information on
Europe and United States at an aggregate fixed fee of RMB228,000. The Frost & Sullivan report we
commissioned includes information on the PRC sportswear market such as sales value, market share
and ranking of brand sportswear companies, total sportswear consumption, consumption per capita and
other economic data, which have been quoted in this prospectus. Frost & Sullivan’s independent
research was undertaken through both primary and secondary research obtained from various sources.
Primary research involves interviewing leading industry participants including sportswear brand
companies and sportswear retailers. Secondary research involves reviewing company reports,
independent research reports and data based on Frost & Sullivan’s own research database. Projected
total sportswear consumption and total sales value in the PRC were obtained from historical data
analysis plotted against macroeconomic data as well as specific related industry drivers such as level
of brand awareness, product variety, awareness of sporting activities, potential in tier two and tier
three cities, mapped against available projected drivers obtained through interviews with industry
experts and participants.

In the preparation of its report, Frost & Sullivan has made the following major assumptions:

° The post-Olympics effect is likely to drive the development of the PRC sportswear

industry;

° The PRC’s economy is expected to remain steady growth in the next decade, even under the

global financial crisis;

° Chinese people, especially urban residents, are likely to spend more on sportswear due to

increased disposable income;



INDUSTRY OVERVIEW

° Sportswear is becoming popular since people tend to wear them on casual occasions more

and more; and

° The PRC’s social, economic, and political environment is believed to remain stable in the

forecast period, which ensure the stable development of sportswear industry.

Certain information and statistics set forth in this section are derived from publications of
International Monetary Fund (the “IMF”), an Independent Third Party. The IMF was created in July
1944 and has 186 member countries as at the Latest Practicable Date. The work of IMF is of three main
types, which includes (i) monitoring of economic and financial developments, and the provision of
policy advice; (ii) lending to countries with balance of payments difficulties and low-income
countries; and (iii) providing countries with technical assistance and training in its areas of expertise.

Publications of IMF were not commissioned by our Company.

INTRODUCTION

During the Track Record Period, our principal product was sports footwear which accounted for
approximately 94.6%, 89.4%, 73.7% and 71.3% of our total revenue. Notwithstanding the aforesaid,
we gradually increased our focus on sports apparel which accounted for approximately 1.9%, 9.1%,
24.3% and 26.5% of our total revenue during the same period. In terms of geographical coverage, we
sell our products in the PRC as well as overseas countries including Germany, Netherland, the United
States, Switzerland, Turkey, Argentina, France, South Africa and Poland. During the Track Record
Period, we gradually shifted our market focus to the PRC and concentrate largely in the second and
third tiers cities.

THE PRC MARKET

Overview

The PRC has the largest population in the world which rendering it a large consumer market. As
a result of the rapid economy growth over the past thirty years in the PRC during which the PRC
government implemented its economic and social opening reform, there has been remarkable increase
in disposable income and substantial improvement in living standards of the Chinese population,
which have resulted in the increased awareness of healthy life styles. According to Frost & Sullivan,
sportswear has now become an indispensable item of people’s daily lives in the PRC and the total
expenditure on sportswear in the PRC has grown rapidly from approximately USD3.3 billion in 2004
to approximately USD9.8 billion in 2008. The global financial crisis in the fourth quarter of 2008 has
mild impact on Chinese sportswear industry because the drop in the export volume of sportswear
products was compensated by the increased domestic demand. It is expected that the total expenditure

on sportswear in the PRC will reach approximately USD42.1 billion by the end of 2013.
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Economy Growth

According to the National Bureau of Statistics of China, the PRC recorded nominal GDP of
approximately USD4,327.6 billion (RMB30,067.0 billion) in 2008, representing a CAGR of
approximately 22.3%, from approximately USD1,931.6 billion (RMB15,987.8 billion) in 2004. The
PRC’s nominal GDP per capita in 2008 amounted to USD3,267.0 (RMB22,698.0), representing a
growth of approximately 119.2% from USD1,490.4 (RMB12,336.0) in 2004. According to IMF, it is
projected that the PRC’s nominal GDP per capita may experience continuous growth in the coming
years. The following diagrams illustrate the respective historical nominal GDP and nominal GDP per
capita in the PRC from 2004 to 2008.

Nominal GDP in the PRC, 2004-2008
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Nominal GDP per capita in the PRC, 2004-2008
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Accelerating Urbanization Trend

With the sustained economic growth in the PRC, urbanization has grown steadily. The PRC’s
urbanization is represented by the continuous increase in size and number of cities and towns. From
2004 to 2008, the urbanization rate in the PRC increased from 41.8% to 45.7%. The average annual
growth rate was 2.3%, representing approximately 2.9 times of the average annual growth rate of the
world in the same period. According to Frost & Sullivan, the urbanization rate for the PRC will
experience continuous growth in coming years. The following chart illustrates the urban population
and urbanization rate in the PRC from 2004 to 2008.

Urban Population and Urbanization Rate in the PRC, 2004-2008
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Rising disposable income

Together with the continuous growth in economy and urbanization, the average income level of
the PRC’s households has also increased continuously in recent years. The following chart illustrates
the actual annual per capita disposal income of urban households in the PRC from 2004 to 2008.

Annual Per Capita Disposable Income of Urban Households in the PRC, 2004-2008
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Furthermore, in terms of consumption expenditure between first tier, second tier and third tier
cities, the annual per capita consumption expenditure of urban households in tier one cities have
experienced rapid growth since 1995. However, in recent years, the growth rate in tier one cities have
slowed down while that of tier two and/or three cities inched up, which is mainly driven by the PRC’s

continuous economic growth.
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Changing consumption habit and continuous growth

As a result of the rapid growth in economy, the accelerating urbanization and the rising
disposable income, the retail market in the PRC has grown at a rapid pace. The total value of retail
sales of consumer goods in the PRC has grown at a CAGR of approximately 21.4% from
approximately US$718.9 billion (RMB5,950.1 billion) in 2004 to approximately US$1,561.5 billion
(RMB10,848.8 billion) in 2008. Along with the increase in consumption power, PRC consumers has
become more sensible of the quality, design and fashion of consumer goods. According to Frost &
Sullivan, the young generation born between 1980 and 1990 is likely to become the main consumer
group in the PRC among the population. The following chart illustrates the historical total retail sales
of consumer goods in the PRC from 2004 to 2008.

Total Retail Sales of Consumer Goods in the PRC, 2004-2008
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THE PRC SPORTSWEAR INDUSTRY
Overview

In the PRC sportswear market, the most common distribution channel is via distributors (i.e.
wholesalers and/or retailers) and almost all sportswear brand manufacturers have various distributors.
In addition, some sportswear manufacturers have self-owned retail outlets and sell directly to end
retail consumers. As some major sportswear brands implement both wholesale and retail sales and the
proportions of each differ by company, Frost & Sullivan, in preparing its report as commissioned by
us, used ex-factory revenue, i.e., sportswear brand manufacturers’ sales revenue to distributors (as
opposed to end retail consumers), for market share to be consistent and to reflect the market better as
compared to computing revenue on a retail sales basis. For sportswear brand manufacturers without
retail sales which sell all products to distributors, ex-factory revenue equals the manufacturers’ sales
revenue. For sportswear brand manufacturers which have retail sales, Frost & Sullivan converted their

retail sales into ex-factory revenue according to the discount for their own distributors.
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The sportswear industry in the PRC has three segments: (i) the sport apparel market; (ii) the
sports footwear market; and (iii) the sports accessories market. Among which the sports footwear
market is the biggest segment but is forecast to be overtaken by the sports apparel market in a few
years. Sports accessories market has been the smallest segment in the entire sportswear market. In
terms of total ex-factory revenue, the sports footwear market in the PRC amounted to USD3.9 billion
(RMB27.1 billion) in 2008 whereas the sports apparel market amounted to USD3.5 billion (RMB24.3
billion) and the sports accessories market amounted to USD 0.3 billion (RMB2.1 billion). With the
encouragement of an optimistic PRC’s economy and rising disposable incomes, it is expected that
there is still huge potential for further growth. The following diagrams illustrate the ex-factory
revenue growth in the PRC sports footwear, apparel and accessories markets from 2004 to 2008.

Sportwear Ex-factory Revenue in the PRC, 2004-2008
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According to Frost & Sullivan, the PRC had more than 200 second tier and third tier cities in
2008 and the main market for domestic sportswear suppliers lies in these cities. By comparing to tier
one cities (i.e. Shanghai, Beijing, Shenzhen and Guangzhou), the individual consumption power for
tier two and tier three cities is lower, but given the numerous number of these cities and the consumers
in these cities are more willing to choose domestic brands due to price concern, it is expected that
second tier and/or third tier cities in the PRC will become the engine for the growth of sportswear
market. During the past few years, PRC domestic suppliers (including Meike) are expanding their
sales network rapidly in second tier and/or third cities.

The top three regions in each year/period comprising the Track Record period which contributed
mostly to Meike’s sales were Changsha, Dongguan, Xuzhou, Wuhan, Xiamen, Chengdu and Yunnan
(the “Regions”). According to Frost & Sullivan, the brand outlet number of leading domestic
sportswear suppliers in the Regions increased greatly during 2007 and 2008 and this reflects the trend
for PRC domestic sportswear suppliers to explore the potential within these markets. With intense
competition with multinational corporations (“MNC”) suppliers in tier one cities, huge demand
expectation in tier two and tier three cities, as well as different pricing strategies, the PRC domestic
brands have invested a lot in tier two and tier three cities, and positioned their main business within
tier two and tier three cities instead of tier one cities.
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Set out below is a chart showing the annual per capita consumption expenditure of urban
households in each province comprising the Regions for the years of 2004 to 2008. The CAGR of
annual per capita consumption expenditure of urban households was ranging from 7.3%-13.1% during
2004 and 2008. From the chart illustrated below, these seven provinces have been benefiting from the

fast growth of annual per capita consumption expenditure of urban households.

Annual Per Capita Consumption Expenditure of Urban Households in Guangdong, Fujian,
Jiangsu, Hunan, Sichuan, Hubei and Yunnan Provinces in the PRC, (2004-2008)
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Market Segmentation

(i) Local brands and MNC brand

According to Frost & Sullivan, the Chinese sportswear market is highly fragmented, with nearly
100 active sportswear brands. In terms of ex-factory revenue in 2008, the chart below headed “2008
Breakdown of the PRC Sportswear Market” below illustrates the 2008 market shares of sportswear
brands in the PRC. Although MNC’s sportswear brand take the leading positions in top 10 sportswear
brands in China in 2008, in general and as shown under the charts headed “Market share of sportswear
brands (the PRC) : Local vs MNC, 2005-2008” on page 69 of this prospectus, for the period from 2005
to 2008, PRC local sportswear brands have higher growth rate than MNC’s brands and the gap between
MNC brand and PRC local brand is narrowing.

2008 Breakdown of the PRC Sportswear Market
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in the chart above. Such brands include, amongst others, Meike (approximately 0.7%), Mizuno and Converse.

Source: Frost & Sullivan



INDUSTRY OVERVIEW

Market Share of Sportswear Brands (the PRC): Local vs MNC, 2005-2008
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(ii) The sports footwear market

The total sports footwear retail sales in the PRC increased from approximately USD1.9 billion
in 2004 to USD 5 billion in 2008, and is expected to growth further into approximately USDS.2 billion
in 2010. In addition, the main market for domestic sportswear suppliers lies in tier two and tier three
cities. The consumers in these regions have great purchasing potential, and are more willing to choose
domestic brands due to price concern. During the past few years, domestic suppliers are expanding
their sales network rapidly in tier two and tier three cities. According to Frost & Sullivan, we ranked
tenth among the leading domestic sports footwear suppliers in terms of footwear revenue including
domestic sales, OEM income, and export in 2008 in China. Set out below is a table illustrating the
market share of top 10 local brands in the PRC in 2008. Furthermore, the top three domestic markets
of Meike in 2008 are Hubei province, Hunan province and Fujian province which according to Frost
& Sullivan, Meike was respectively ranked 9th, 6th and 8th in local brands in terms of footwear
revenue in 2008.

Sports Footwear Market (China): Market Share of Local Brands, 2008
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(iii) The sports apparel market

The total sports apparel retail sales in the PRC increased from approximately USD1.3 billion in
2004 to USD4.5 billion in 2008, and is expected to growth further into approximately USD8.4 billion
in 2010. According to Frost & Sullivan, the increasing popularity of casual life style is likely to
accelerate the growth of sports apparel market in the PRC. In addition, the post-Olympics effect and
a series of grand international or national sport events to be held in the PRC from 2009 to 2013 (i.e.
2009 F1 Grand Prix in Shanghai, 2009 China Open Tennis Tournament in Beijing, 2010 Asian Games
in Guangzhou and 2011 Universiade in Shenzhen) are expected to continuously fuel the development
of the sports apparel market in the PRC.

THE GLOBAL SPORTSWEAR MARKET

Overview

According to Frost & Sullivan, the global total sportswear expenditure per capita in 2008 is lead
by top rank international countries such as the United States (approximately USD232.8), Canada
(approximately USD211.4), and major members of European Union (i.e. Germany (approximately
USD176.3), the United Kingdom (approximately USD136.5) and France (approximately USD133.3)).
In 2008, China’s total sportswear expenditure per capita was USD7.4 (RMB51.6), which was far less
than the expenditure of the above mentioned countries. Given the PRC’s huge population and fast
urbanization process, Frost & Sullivan projected that the total sportswear expenditure per capita in the
PRC will enjoy a continuous grow.

GDP of and Sportswear expenditure in European Union and the United States

(i) GDP

According to the Frost & Sullivan report, the nominal GDP of European Union and the United
States in 2008 amounted to approximately USD18,394.1 billion and approximately USD14,264.6
billion. However, under the influence of the financial crisis, GDP for the European Union met major
setback while the GDP of United States was in stagnant situation in 2009. It is expected that GDP in
both regions is likely to hit bottom in 2009 and slightly recover for the next few years till 2013.

(ii) The Sportswear Expenditure in Europe

Consisting of 50 member nations, Europe has a total population of over 700 million. The
European sportswear market has maintained steady growth, up from approximately USD44.8 billion
(RMB370.8 billion) in 2004 to approximately USD48.0 billion (RMB333.49 billion) in 2008 at a
CAGR of 1.7%. Being the birth place for modern sports and Olympics, Europe has a long history of
sports development. Europeans are fond of sports activities and are willing to spend on sportswear
products. Under the influence of the global financial crisis, European sportswear market is expected
to have negative growth in 2009. However, with the economy recovers gradually, the Europe market
is likely to resume positive growth in the future. The diagram on page 71 of this prospectus illustrates
the sportswear expenditure in Europe for the period from 2004 to 2008.
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Total Sportswear Expenditure in Europe, 2004-2008
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US is the largest sportswear market globally. The US sportswear market has grown from
approximately USD62.6 billion in 2004 to approximately USD71.3 billion in 2008 at a CAGR of 3.3%.
The casual and fashion trend is the driving force of the sportswear market in US. Sports
advertisements, modern physical education, and athletes celebrities also promote the prosperity of the
US sportswear industry. However, with the global financial crisis, US sportswear market has witnessed
a contraction in 2008. The sportswear expenditure decreased by 0.5% in 2008, and is anticipated to
decrease by 2% in 2009 and to increase by only 0.5% in 2010. According to Frost & Sullivan, the
market expects a promising rise after the economic recovery in a long term. Set out below is a chart
illustrating the sportswear expenditures in the US for the period from 2004 to 2008.

Total Sportswear Expenditure in US, 2004-2008
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REGULATIONS

This section sets out summaries of certain aspects of PRC laws and regulations, which are

relevant to our Group’s operation and business.
Establishment, operation and management of a foreign-invested enterprise

The establishment, operation and management of corporate entities in China are governed by the
Company Law of the PRC (13 A RILANE 2 7)) (the “Company Law™), which was promulgated
on December 29, 1993 and became effective on July 1, 1994. It was subsequently amended and became
effective on December 25, 1999 and August 28, 2004 and amended on October 27, 2005, which
amendment became effective on January 1, 2006. The companies are classified into
categories—Ilimited liability companies and limited companies by shares. The Company Law shall also
apply to foreign-invested limited liability companies. According to the Company Law, where laws on

foreign investment have other stipulations, such stipulations shall apply.

The establishment procedures, approval procedures, registered capital requirement, foreign
exchange, accounting practices, taxation and labor matters of a wholly foreign-owned enterprise are
regulated by the Wholly Foreign-owned Enterprise Law of the PRC (' # A\ 3L A1 41 & 2615 (the
“Wholly Foreign-owned Enterprise Law”), which was promulgated on April 12, 1986 and amended
and became effective on October 31, 2000, and the Implementation Regulation of the Wholly
Foreign-owned Enterprise Law (9% A R ALAIE /M E 26 H i 41 HI), which was promulgated on
December 12, 1990 and amended and became effective on April 12, 2001.

The establishment procedures, approval procedures, registered capital requirement, foreign
exchange, accounting practices, taxation and labor matters of a Sino-foreign equity joint venture are
regulated by the Sino-foreign Equity Joint Venture Law of the PRC (H & A &I A H 4h & & £80 1
Z1%) (the “Sino-foreign Equity Joint Venture Law”), which was promulgated on July 8, 1979 and
amended and became effective on April 4, 1990, and March 15, 2001, respectively, and the
Implementation Regulation of the Sino-foreign Equity Joint Venture Law ("3 A\ RILFIE H 405 &
gL EHMANAD), which was promulgated on September 20, 1983, and amended and became
effective on July 22, 2001.

Investment in the PRC conducted by foreign investors and foreign-owned enterprises is governed
by the Guidance Catalogue of Industries for Foreign Investment (JMEi#% & EEFGEH k) (the
“Catalogue”), which was amended and promulgated by the Ministry of Commerce of the PRC
(H#EN E%*ﬂ?sﬁﬁ%%ﬁ) and the National Development and Reform Commission of the PRC
(P EE N R AN B B R 8% R AN #5 25 B &) on October 31, 2007 and became effective on December 1,
2007. The Catalogue is a long-standing tool that PRC policymakers have used to manage and direct
foreign investment. Similar to the 2002 and 2004 editions, the Catalogue divides industries into three
basic categories: encouraged, restricted, and prohibited. Industries not listed in the catalog are
generally open to foreign investment unless specifically barred in other PRC regulations.

Foreign-invested enterprises in encouraged industries are often permitted to establish wholly
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foreign-owned enterprises. Parts of industries in the restricted category may be limited to equity or
contractual joint ventures, in some cases with the Chinese partner as the majority shareholder.
Restricted category projects are also subject to higher-level government approvals. Industries in the

prohibited section are closed to foreign investment.
Taxation
Income tax

Prior to January 1, 2008, income tax payable by foreign-invested enterprises in the PRC was
governed by the Foreign-invested Enterprise and Foreign Enterprise Income Tax Law of the PRC
(N B B A 4 A SE N AN A 2E T 1S B L) (the “FIE Tax Law”) promulgated on April 9,
1991 and effective on July 1, 1991 and the related implementation rules. Pursuant to the FIE Tax Law,
a foreign-invested enterprise was subject to a national income tax at the rate of 30% and a local tax
at the rate of 3% unless a lower rate was provided by laws or administrative regulations. The income
tax on foreign-invested enterprises established in Special Economic Zones, foreign enterprises which
have establishments or places in Special Economic Zones engaged in production or business
operations, and on foreign-invested enterprises of a production nature in Economic and Technological
Development Zones, was levied at the reduced rate of 15%. The income tax on foreign-invested
enterprises of a production nature established in coastal economic open zones or in the old urban
districts of cities where the Special Economic Zones or the Economic and Technological Development
Zones are located, was levied at the reduced rate of 24%. Any foreign-invested enterprise of a
production nature scheduled to operate for a period of not less than ten years was exempted from
income tax for two years commencing from the first profit-making year (after offsetting all tax losses
carried forward from previous years) and allowed a fifty percent reduction in the following three

consecutive years.

According to the newly promulgated Enterprise Income Tax Law of the PRC ("' #E A [ H: A=
5 8i7%) (the “New Tax Law”), which was promulgated on March 16, 2007 and became
effective on January 1, 2008, the income tax for both domestic and foreign-invested enterprises will
be at the same rate of 25% effective from January 1, 2008. In order to clarify some provisions in the
New Tax Law, The Implementation Rules to the New Tax Law ("7 A B 340 [0 4> 2 BT 75 B 74 B il 40
All) (the “Implementation Rules”) was promulgated on December 6, 2007, effective from January 1,
2008. The New Tax Law provides certain relief during the transition period that apply to enterprises
that were established prior to March 16, 2007 (i) if foreign-invested enterprises enjoy reduced tax
rates under the laws and regulations, the tax rate will be gradually increased to coincide with the new
tax rate within five years starting from 2008; and (ii) if foreign-invested enterprises enjoy tax holidays
for a fixed period under laws and regulations, such foreign-invested enterprises can continue the
holiday until its expiry. However, if an enterprise has not started to enjoy the tax holiday due to a lack
of profit, 2008 will be regarded as the first profit-making year and the enterprise starts to enjoy the
tax holiday.
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Value-added tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC (' #& A [ 301 5 14 {5 B
gﬁfz’%@ﬂ) effective from January 1, 1994 (amended on November 5, 2008, which amendment became
effective on January 1, 2009) and its implementation rules, all entities or individuals in the PRC
engaging in the sale of goods, the provision of processing services, repairs and replacement services,
and the importation of goods are required to pay value-added tax (“VAT”). VAT payable is calculated
as “output VAT” minus “input VAT”. The rate of VAT is 17% or in certain limited circumstances, 13%,
depending on the product type.

Foreign currency exchange and dividend distribution
Foreign currency exchange

The principal regulation governing foreign currency exchange in China is the Foreign Exchange
Administration Rules of the PRC ("% A RILFIE HPES P H]) (the “Foreign Exchange
Administration Rules”). It was promulgated by the State Council of the PRC (H#E A R L 5 [ 15
BE) on January 29, 1996, became effective on April 1, 1996 and was amended and became effective
on January 14, 1997 and amended on August 1, 2008, the last amendment becoming effective on
August 5, 2008. Under these rules, Renminbi is generally freely convertible for payments of current
account items, such as trade and service-related foreign exchange transactions and dividend payments,
but not freely convertible for capital account items, such as capital transfer, direct investment,
investment in securities, derivative products or loan unless prior approval of the SAFE is obtained.

Under the Foreign Exchange Administration Rules, foreign-invested enterprises in the PRC may
purchase foreign exchange without the approval of SAFE for paying dividends by providing certain
evidencing documents (board resolutions, tax certificates, etc.), or for trade and services-related
foreign exchange transactions by providing commercial documents evidencing such transactions. They
are also allowed to retain foreign currency (subject to a cap approval by SAFE) to satisfy foreign
exchange liabilities. In addition, foreign exchange transactions involving overseas direct investment
or investment and exchange in securities, derivative products abroad are subject to registration with
SAFE and approval or file with the relevant governmental authorities (if necessary).

Dividend distribution

Before the promulgation of the New Tax Law, the principal regulations governing distribution of
dividends paid by wholly foreign-owned enterprises include the Wholly Foreign-owned Enterprise
Law and the Implementation Regulation of the Wholly Foreign-owned Enterprise Law.

Under these regulations, wholly foreign-owned enterprises in China may only pay dividends
from accumulated after-tax profit, if any, determined in accordance with PRC accounting standards
and regulations. Dividends paid to its foreign investors are exempt from withholding tax. However,
this provision has been revoked by the New Tax Law. The New Tax Law prescribes a standard
withholding tax rate of 20% on dividends and other China-sourced passive income of non-resident
enterprises. However, the Implementation Rules reduced the rate from 20% to 10%, effective from
January 1, 2008.

— 74 —



REGULATIONS

The PRC and the government of Hong Kong signed Arrangement between the Mainland of the
PRC and Hong Kong for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
respect to Taxes on Income (A L 1 B ¥ 45 1l A7 IBC [ B 72 368 o 75 50 ek e 18 o 400 R 97 1 T B 1 22 )
on August 21, 2006 (the “Arrangement”). According to the Arrangement, no more than the 5%
withholding tax rate applies to dividends paid by a PRC company to a Hong Kong resident, provided
that the recipient is a company that holds at least 25% of the capital of the PRC company. The 10%
withholding tax rate applies to dividends paid by a PRC company to a Hong Kong resident if the
recipient is a company that holds less than 25% of the capital of the PRC company.

Domestic resident SAFE registration

According to the Notice on Issues Relating to the Administration of Foreign Exchange in
Fund-raising and Return Investment Activities of Domestic Residents Conducted via Offshore Special
Purpose Vehicle (A 5% A 8 B 55 MR IR H A0 7] & KR FE 484 40 RE A 1 B 14 R A0 3 60 )
(the “SAFE Circular 75”), which was issued by SAFE on October 21, 2005 and effective on
November 1, 2005, domestic residents engaged in reorganization of domestic entities or assets in the
PRC involving offshore special purpose vehicles are required to apply for registration with SAFE. For
details of the application of such regulation to our shareholders, please refer to the paragraphs headed
“SAFE Registration” in the section headed “History and Corporate Structure” in this prospectus.

As we would receive the proceeds of the Share Offer in Hong Kong dollars while our major
operation is in the PRC, we plan to utilize such proceeds to increase the registered capital of our
subsidiaries in the PRC and in projects which are not restricted or prohibited for investment by
foreign-invested enterprises and in compliance with the national industrial development policies and
foreign investment policies in the PRC.

Our legal advisors as to PRC laws, Fujian Zenith Law Firm, have advised that Mr. Ding, being
the relevant ultimate beneficial shareholder of our Group and a domestic resident of the PRC, have
completed his foreign exchange registration of overseas investments at the Fujian Branch of SAFE
under the SAFE Circular 75. Mr. Ding has also undertaken to us to complete appropriate filing and
other procedures regarding the special purpose vehicle’s change in net assets and the repatriation of
its overseas assets into PRC pursuant to the SAFE Circular 75 and the relevant administrative
procedures after the completion of the Share Offer. Based on the above, our legal advisors as to PRC
laws have also advised that our Company will not violate the relevant PRC laws in transferring the
proceeds of the Share Offer to the PRC and in using such proceeds in the PRC. Accordingly, our
Directors are of the view that the possibility of us not being allowed to use the proceeds of the Share
Offer is extremely low and therefore we do not foresee any liquidity impact as a result of the foreign
exchange regulations of the PRC.

Product Quality

The principal legal provisions governing product liability are set out in the Product Quality Law
of the PRC (H#E A\ R LI B 7 /) &L & 7%) (the “Product Quality Law™), which was promulgated on
February 22, 1993 and becoming effective on September 1, 1993 and amended on July 8, 2000, which
amendment became effective on September 1, 2000.
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The Product Quality Law is applicable to all activities of production and sale of any product
within the territory of the PRC, and the producers and sellers shall be liable for product quality in
accordance with the Product Quality Law.

Consumer Protection

The principal legal provisions for the protection of consumer interests are set out in the
Consumer Protection Law of the PRC ("%t NRICHIE Y2 & i fR7875) (the “Consumer
Protection Law”), which was promulgated on October 31, 1993 and came into effect on January 1,
1994,

According to the Consumer Protection Law, the rights and interests of the consumers who buy
or use commodities for the purposes of daily consumption or those who receive services are protected
and all manufacturers and Meike distributors involved must ensure that the products and services will
not cause damage to persons and properties.

Environmental protection

According to the Environmental Protection Law of the PRC (H % A R ILAIE B 5T PR 7 1L) (the
“Environmental Protection Law”), which was promulgated and effective on December 26, 1989:

° any entity that discharges pollutants must establish environmental protection rules and
adopt effective measures to control or properly treat waste gas, waste water, waste residues,
dust, malodorous gases, radioactive substances, noise, vibration and electromagnetic
radiation and other hazards it produces;

° any entity that discharges pollutants must report to and register with the relevant
environmental protection authorities; and

° any entity that discharges pollutants in excess of the prescribed national or local standards
must pay a fee therefore.

The purposes of the Environmental Protection Law are to protect and enhance living
environment, prevent and cure contamination and other public hazards, and safeguard human health.
The Ministry of Environmental Protection of the PRC (H'#E A LA E BREE R ) implements
uniform supervision and administration of environmental protection work nationwide and formulates
the national waste discharge standards. Local environmental protection bureaus at county level and
above are responsible for the environmental protection in their jurisdictions. Government authorities
shall impose different penalties against persons or enterprises in violation of the Environmental
Protection Law depending on the individual circumstances and the extent of contamination. Such
penalties include warnings, fines, decisions to impose deadlines for cure, orders to stop protection,
orders to re-install contamination prevention and cure facilities which have been removed or left
unused, imposition of administrative actions against relevant responsible persons, or orders to close
down those enterprises or authorities.



REGULATIONS

Exportation Regulations

Our legal advisors as to PRC laws, Fujian Zenith Law Firm, confirmed that our export business
is in full compliance with the laws and regulations of the PRC. We have not exported any products
through or to our Hong Kong subsidiaries, and we have not exported our products to or through Hong
Kong. Our Directors confirmed that it is the overseas customers’ obligation to fulfill the import
requirements of the importing countries and regions while our obligation is completed upon delivery
within the PRC, where only PRC export rules apply. Since we began our export business, we have not
violated any exportation laws or regulations of any country we export products to, and there has not

been any dispute, litigation, arbitration or administrative procedure in relation to our export business.
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OUR HISTORY

We were incorporated in the Cayman Islands as an exempted company with limited liability on
June 25, 2009 in anticipation of the Share Offer. Our Group is principally engaged in the design,
development, production, marketing and distribution of leisure sportswear products including
footwear and apparel under the Meike brand.

We commenced our business in 1999 as a producer of soles for domestic footwear producers in
the PRC. In 1999, Fujian Meike was established as a wholly foreign-owned enterprise in the PRC with
a registered capital of HK$10,000,000 by Heng Qing (H.K.) Trading Co (1H3%(F )Y 7~ H))
(formerly known as Heng Qing (H.K.) Shoes & Plastic Co.). Since Fujian Meike’s establishment, it
has been the major operating subsidiary of our Group in the PRC. Our other operating subsidiaries

include Quanzhou Meike, Fujian Meisike and Fuzhou Meikesen.
OUR MAJOR OPERATING SUBSIDIARIES
Fujian Meike

On February 12, 1999, Fujian Meike (formerly known as Hengqiang (Fujian) Footwear Plastic
Development Company Limited (185 (%) B AR /A A) and Fujian Meike Sports Leisure
Joint Stock Limited Company (ffi %3 s @ B KPR 13 A R F])) was established as a wholly
foreign-owned enterprise in the PRC with a registered capital of HK$10,000,000. Upon its
establishment, Heng Qing (H.K.) Trading Co (8% (& #5)E %/~ 7l) was its sole equity holder. Heng
Qing (H.K.) Trading Co ({H 5 (% ¥#5)® %/~ Fl) was a sole proprietorship owned by Mr. Huang Tzu Jan
(¥ A#RJEE), who is the brother-in-law of Mr. Ding.

Mr. Ding has been a director of Fujian Meike since its establishment, and has been in charge of
its operations and management. Heng Qing (H.K.) Trading Co (1H4# (% #5)® 5 /A F]) was a passive
investor. Mr. Huang Tzu Jan (& H#A5E4:) or his wife (who was the representative of Heng Qing
(H.K.) Trading Co who oversaw the business of Fujian Meike) did not participate in the management
of Fujian Meike. Mr. Ding desired to further develop the business of Fujian Meike by increasing its
registered capital. However, Heng Qing (H.K.) Trading Co (18 % (% #) ¥ %/~ 7l) decided not to make
further financial commitments. As Fujian Meike has been managed and operated by Mr. Ding, and out
of kinship, Heng Qing (H.K.) Trading Co (18 5 (7 #5) & % /2 F]) agreed to sell all its interests in Fujian
Meike to Mr. Ding for a consideration equivalent to the registered capital contributed by Heng Qing
(H.K.) Trading Co (fHi##(F#)HE %A Hl), i.e. HK$10,000,000. The consideration had been fully
settled by cash. Heng Qing (H.K.) Trading Co (5% (%)% % /A F]) and Mr. Ding entered into a share
transfer agreement which became effective on March 27, 2003, and as approved by Jinjiang Foreign
Trade and Economic Cooperation Bureau (%?Iﬁ%ﬁl‘fﬁ%ﬁ@é\f/ﬁ)%) on March 27, 2003, Heng
Qing (H.K.) Trading Co (155 (% #5)® Z) /2 A) transferred its 100% equity interest in Fujian Meike to
Mr. Ding for a consideration of HK$10,000,000, and the registered capital of Fujian Meike was
increased from HK$10,000,000 to HK$60,000,000 which was contributed by Mr. Ding. The Certificate
of Approval for Establishment of Enterprises with Investment of Taiwan, Hong Kong, Macao and
Overseas Chinese in the People’s Republic of China (*#E A R LAl 5 £ s WG 15 & A SE R HERE ) for
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the aforesaid transfer of equity interest and increase in registered capital of Fujian Meike was issued
by the Fujian Provincial People’s Government on March 31, 2003, and the relevant filing with
Quanzhou Administration for Industry and Commerce was effected on April 10, 2003. After the said

equity transfer, Mr. Ding became the sole equity holder of Fujian Meike.

In contemplation of conversion into a joint stock limited company which requires at least two
promoters under the Companies Law of the PRC, Fujian Meike introduced two corporate shareholders
which contributed additional registered capital to Fujian Meike. On October 18, 2006, Mr. Ding,
Jinhairuo and Ruixiang entered into a joint-venture management agreement, and as approved by
Jinjiang Commerce Bureau (F /LM E#5/A) on October 26, 2006, the registered capital of Fujian
Meike was further increased from HK$60,000,000 to HK$68,960,000. Jinhairuo and Ruixiang made
contributions in the amounts of HK$5,510,000 and HK$3,450,000, respectively, for the purpose of the
said increase in registered capital. The Certificate of Approval for Establishment of Enterprises with
Investment of Taiwan, Hong Kong, Macao and Overseas Chinese in the People’s Republic of China
(FEENRILAE & # IR AG & £ HEREE) for the aforesaid increase in registered capital and
conversion of Fujian Meike was issued by the Fujian Provincial People’s Government on October 27,
2006, and the relevant filing with Quanzhou Administration for Industry and Commerce was effected
on October 30, 2006. The entire equity interest in Jinhairuo was owned by Ms. Ding prior to the
transfer of such equity interest to Mr. Lin Yangshan (&[5 111 55%E), the son of the younger sister of Mr.
Ding, in July 2007. Ruixiang has been wholly-owned by Mr. Huang Renhe (#{~F1554:). Save for his
investment in Fujian Meike and being a former director of Fujian Meike, Mr. Huang Renhe
(B {-M4E4E) is an Independent Third Party. Fujian Meike was converted into a sino-foreign equity
joint venture enterprise in the PRC as a result of the introduction of Jinhairuo and Ruixiang as its
equity holders. Upon completion of the said increase in the registered capital of Fujian Meike, its
entire equity interest was owned as to 87%, 8% and 5% by Mr. Ding, Jinhairuo and Ruixiang,

respectively.

As confirmed by various capital verification reports issued by PRC accounting firms, the
registered capital of Fujian Meike of HK$68,960,000 had been fully paid up. Although part of the
registered capital of Fujian Meike had not been contributed in accordance with the required time frame
under applicable PRC laws and regulations, such shortfall in the registered capital had subsequently
been fully paid up, and the Quanzhou Administration for Industry and Commerce had confirmed that
it would not penalize Fujian Meike or its equity holders for the delayed payments. Our legal advisors
as to PRC laws advised that the delayed capital contributions did not affect the due establishment and

valid existence of Fujian Meike.

On May 31, 2007, Mr. Ding, Jinhairuo and Ruixiang entered into a promoter’s agreement, and
as approved by the Ministry of Commerce of the PRC ("3 A\ R ILA B P E6) on July 2, 2007,
Fujian Meike was converted into a joint stock limited company in the PRC with a registered capital
of RMB100,000,000. As at December 31, 2006, the net asset value of Fujian Meike amounted to
RMB117,156,315.51, of which RMB100,000,000 had been converted into 100,000,000 shares and
issued to its then shareholders in proportion to their then capital contributions to Fujian Meike, and

the remaining amount was converted into capital surplus of Fujian Meike. The name of Fujian Meike
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was changed to Fujian Meike Leisure Sports Joint Stock Company Limited (ff# & 3% v 45 5y 4[] ik £
A BR/ 7], The Certificate of Approval for Establishment of Enterprises with Investment of Taiwan,
Hong Kong, Macao and Overseas Chinese in the People’s Republic of China (*F 3£ A\ R ILFIE & i 17
&% & b EHUERE ) for the aforesaid conversion and change of name of Fujian Meike was issued by
the Fujian Provincial People’s Government on July 2, 2007, and the relevant filing with Quanzhou
Administration for Industry and Commerce was effected on August 8, 2007. Upon completion of the
said conversion into a joint stock limited company, the entire equity interest of Fujian Meike was

owned as to 87%, 8% and 5% by Mr. Ding, Jinhairuo and Ruixiang, respectively.

As part of the Corporate Reorganization, the two minority shareholders of Fujian Meike agreed
to transfer their interests in Fujian Meike to Mr. Ding. On May 27, 2009, Mr. Ding, Jinhairuo and
Ruixiang entered into a share transfer agreement, and as approved by Fujian Foreign Trade and
Economic Cooperation Bureau (& & & ¥ 48 5 K & VEHE) on June 23, 2009, Mr. Ding acquired 8%
equity interest in Fujian Meike from Jinhairuo for a consideration of RMB19,021,665.90 and 5%
equity interest in Fujian Meike from Ruixiang for a consideration of RMB11,888,541.19, which were
determined with reference to the net asset value of Fujian Meike as at December 31, 2008 as assessed
by an independent PRC valuer. The name of Fujian Meike has since changed to Fujian Meike Leisure
Sports Goods Co., Ltd. (fad 3 sk H 88 & H fh A BR/A 7)), and Fujian Meike was converted into a
wholly foreign-owned enterprise in the PRC. The Certificate of Approval for Establishment of
Enterprises with Investment of Taiwan, Hong Kong, Macao and Overseas Chinese in the People’s
Republic of China (¥ A\ R ILANE & W IR G £ & A £ MRS ) for the aforesaid transfer of shares,
change of name and conversion was issued by the Fujian Provincial People’s Government on June 23,
2009, and the relevant filing with Quanzhou Administration for Industry and Commerce was effected
on July 3, 2009. After the said acquisition of equity interests, Mr. Ding owned the entire equity interest

in Fujian Meike. Mr. Ding has settled the consideration to each of Jinhairuo and Ruixiang by cash.

As part of the Corporate Reorganization, Mr. Ding and Mega Pacific entered into a share transfer
agreement on July 4, 2009, and as approved by Jinjiang Commerce Bureau (& VL1 P %5 7) on July 16,
2009, Mr. Ding transferred his entire equity interest in Fujian Meike to Mega Pacific for a
consideration of RMB 100,000,000, which was determined with reference to the amount of registered
capital of Fujian Meike. The consideration was satisfied by way of issue of share of Amber Jungle to
Glory Hill. The Certificate of Approval for Establishment of Enterprises with Investment of Taiwan,
Hong Kong, Macao and Overseas Chinese in the People’s Republic of China (*# A\ R ILH B & il
BRE R EMUETEF) for the aforesaid transfer of equity interest in Fujian Meike was issued by the
Fujian Provincial People’s Government on July 20, 2009, and the relevant filing with Quanzhou
Administration for Industry and Commerce was effected on July 21, 2009. After such transfer of
equity interest, Mega Pacific owns the entire equity interest in Fujian Meike.

The scope of business of Fujian Meike covers the manufacture of sports footwear, plastic
footwear, shoe soles, leisure sports clothing, hats, socks, bags and sports instruments; research and
development and design of sports footwear, plastic footwear, shoe soles, leisure sports clothing, hats,
socks and packaging materials; and export and import of goods and technologies (not including

distribution).
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Quanzhou Meike

On January 30, 2007, Quanzhou Meike was established as a sino-foreign equity joint venture
enterprise in the PRC with a registered capital of RMB85,000,000. The entire equity interest of
Quanzhou Meike was owned as to 65% and 35% by Fujian Meike and Ms. Ding Meizhu (also known
as Ting Mei Chu) (] E¥KZ L), respectively. Ms. Ding Meizhu (also known as Ting Mei Chu)
(T £ZEL L) is the elder sister of Mr. Ding.

As Ms. Ding Meizhu (also known as Ting Mei Chu) (T ¥ %« L) decided against investing in
Quanzhou Meike for personal reasons, she agreed to transfer her 35% equity interest in Quanzhou
Meike to Meike Hong Kong. On September 10, 2007, Ms. Ding Meizhu (also known as Ting Mei Chu)
(T %% L) and Meike Hong Kong entered into a share transfer agreement, and as approved by
Huian Foreign Trade and Economic Cooperation Bureau (2 % 5 ¥4ME 5 £ 5 1F %) on October 8,
2007, Ms. Ding Meizhu (also known as Ting Mei Chu) (] ¥k 1) transferred her 35% equity
interest in Quanzhou Meike to Meike Hong Kong for nil consideration as the capital contribution of
Ms. Ding Meizhu (also known as Ting Mei Chu) (] £ % 1) to Quanzhou Meike was not made up
to the date of the said equity transfer. The Certificate of Approval for Establishment of Enterprises
with Investment of Taiwan, Hong Kong, Macao and Overseas Chinese in the People’s Republic of
China (*F#E N RILFE & B IRG I E A EHUEREE) for the aforesaid transfer of equity interest of
Quanzhou Meike was issued by the Fujian Provincial People’s Government on October 22, 2007, and
the relevant filing with Quanzhou Administration for Industry and Commerce was effected on
November 19, 2007. Upon completion of the said equity transfer, the entire equity interest in
Quanzhou Meike was owned as to 65% and 35% by Fujian Meike and Meike Hong Kong, respectively.
As confirmed by various capital verification reports issued by a PRC accounting firm, the registered
capital of Quanzhou Meike of RMB85,000,000 had been fully paid up.

Although the registered capital of Quanzhou Meike had not been contributed in accordance with
the required time frame under applicable PRC laws and regulations for the first stage payment, such
shortfall in the registered capital had subsequently been fully paid up, and the Quanzhou
Administration for Industry and Commerce had confirmed that it would not penalize Quanzhou Meike
or its equity holders for the delayed payment. Our legal advisors as to PRC laws advised that the
delayed capital contribution did not affect the due establishment and valid existence of Quanzhou
Meike.

As part of the Corporate Reorganization, Meike Hong Kong and Mega Pacific entered into a
share transfer agreement on July 21, 2009, and as approved by Fujian Foreign Trade and Economic
Cooperation Bureau (8 & & ¥ /& 5 £ % &5 /EHE) on August 12, 2009, Meike Hong Kong transferred
its 35% equity interest in Quanzhou Meike to Mega Pacific for a consideration of RMB29,750,000,
which was determined with reference to the amount of registered capital of Quanzhou Meike. The
Certificate of Approval for Establishment of Enterprises with Investment of Taiwan, Hong Kong,
Macao and Overseas Chinese in the People’s Republic of China ("% A R ILANE & W G % & 2%
HEHEREF) for the aforesaid transfer of equity interest in Quanzhou Meike was issued by the Fujian
Provincial People’s Government on August 12, 2009, and the relevant filing with Quanzhou

Administration for Industry and Commerce was effected on August 18, 2009. After the said equity
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transfer, the entire equity interest of Quanzhou Meike is owned as to 65% and 35% by Fujian Meike
and Mega Pacific, respectively. As both of Meike Hong Kong and Mega Pacific are our wholly-owned
subsidiaries, the aforesaid consideration remained as inter-companies balances as at the Latest
Practicable Date.

The scope of business of Quanzhou Meike covers the manufacture of clothing, shoes, shoe
materials, precision moulds, plastic products, high-class metal hardware products (not including
plating) and sports products and research and development of the aforesaid related products; and
wholesale of clothing, shoes, shoe materials (not including natural rubber), precision moulds, plastic

products, high-class metal hardware products and sports products.
Fujian Meisike

On March 15, 2007, Fujian Meisike was established as a sino-foreign equity joint venture
enterprise in the PRC with a registered capital of HK$20,000,000. The entire equity interest of Fujian
Meisike was owned as to 75% and 25% by Fujian Meike and Mr. Huang Kai Kak (¥ # % 5c4),
respectively. Mr. Huang Kai Kak (# 4 $5E2E) is the son of Mr. Huang Tzu Jan (¥ H A 454) and Ms.
Ding Meizhu (also known as Ting Mei Chu) (T £ & L),

As Mr. Huang Kai Kak (## % 55/E) did not participate in the management of Fujian Meisike,
he decided not to invest in Fujian Meisike and agreed to transfer his interests in Fujian Meisike to
Meike Hong Kong. On September 12, 2007, Mr. Huang Kai Kak (¥ # % C/£) and Meike Hong Kong
entered into a share transfer agreement, and as approved by Jinjiang Commerce Bureau

(BVLTH P % J5) on November 16, 2007, Mr. Huang Kai Kak (F# % 5/E) transferred his 25% equity
interest in Fujian Meisike to Meike Hong Kong for a consideration of RMB7,930,386.18, which was
determined with reference to the audited net asset value of Fujian Meisike as at August 31, 2007
reported by a firm of PRC accountants. The Certificate of Approval for Establishment of Enterprises
with Investment of Taiwan, Hong Kong, Macao and Overseas Chinese in the People’s Republic of
China (HF#E AN RALFIE & # R ER E S EMUEREF) for the aforesaid transfer of equity interest in
Fujian Meisike was issued by the Fujian Provincial People’s Government on December 5, 2007, and
the relevant filing with Quanzhou Administration for Industry and Commerce was effected on
December 14, 2007. Upon completion of the said equity transfer, the entire equity interest of Fujian
Meisike was owned as to 75% and 25% by Fujian Meike and Meike Hong Kong, respectively. The

consideration was fully settled by cash.

As part of the Corporate Reorganization, Meike Hong Kong and Mega Pacific entered into a
share transfer agreement on July 21, 2009, and as approved by Jinjiang Commerce Bureau
(BILT ¥ 7)) on July 24, 2009, Meike Hong Kong transferred its 25% equity interest in Fujian
Meisike to Mega Pacific for a consideration of HK$5,000,000, which was determined with reference
to the amount of registered capital of Fujian Meisike. The Certificate of Approval for Establishment
of Enterprises with Investment of Taiwan, Hong Kong, Macao and Overseas Chinese in the People’s
Republic of China (3 A R ILFIE & W5 6 4% & > FEMUEEE) for the aforesaid transfer of equity
interest in Fujian Meisike was issued by the Fujian Provincial People’s Government on August 5,

2009, and the relevant filing with Quanzhou Administration for Industry and Commerce was effected
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on August 7, 2009. Upon completion of the said equity transfer, the entire equity interest of Fujian
Meisike is owned as to 75% and 25% by Fujian Meike and Mega Pacific, respectively. As both of
Meike Hong Kong and Mega Pacific are our wholly-owned subsidiaries, the aforesaid consideration

remained as inter-companies balances as at the Latest Practicable Date.

As confirmed by various capital verification reports issued by a PRC accounting firm, the

registered capital of Fujian Meisike had been fully paid up.

The scope of business of Fujian Meisike covers the manufacture of sports footwear, plastic
footwear, shoe soles, leisure sports clothing, hats, socks, bags, sports instruments and sale of

self-manufactured products.
Fuzhou Meikesen

On May 23, 2007, Fuzhou Meikesen was established as a limited liability company in the PRC
with a registered capital of RMB500,000. The entire equity interest of Fuzhou Meikesen is owned by
Fujian Meisike and as confirmed by a capital verification report issued by a firm of PRC accountants,
the registered capital had been fully paid up. There has been no change in the equity ownership of

Fuzhou Meikesen since its establishment.

The scope of business of Fuzhou Meikesen covers the wholesale and acting as agent for the sale

and purchase of clothing, shoes, hats, bags and sports products.
OUR GROUP STRUCTURE

As part of the Corporate Reorganization, a number of equity transfers had been effected and
pursuant to which Mega Pacific became the sole equity holder of Fujian Meike, and has 35% and 25%
equity interest, respectively, in Quanzhou Meike and Fujian Meisike, and our Company became the
holding company of our Group. We completed the Corporate Reorganization on September 10, 2009
in preparation for the Listing. Details of the Corporate Reorganization are set out in the paragraph

headed “Corporate reorganization” in Appendix VI to this prospectus.

After completion of the Corporate Reorganization and before the Capitalization Issue and the
Share Offer, as part of the family arrangements between Mr. Ding and his children, Glory Hill, the
personal holding company of Mr. Ding, transferred 10%, 10% and 5% shareholding interests in our
Company to the personal holding companies of his two sons, namely Mr. Ding Jinbo (] 4 %c/E) and
Mr. Ding Haibo (T ¥ %), and the personal holding company of his daughter, Ms. Ding Ruosen
(THEHZRLL), respectively, each for a nominal consideration of HK$1, on January 4, 2010.
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Our corporate structure immediately before completion of the Capitalization Issue and the Share

Offer is set out as follows:

. Mr. Ding Mr. Ding Ms. Ding
Mr. Ding Jinbo Haibo Ruosen
100% 100% 100% 100%
Deep Wealth Bromyard Rainbow Star
Glory Hill Resources Investments Worldwide
Limited Limited Limited
75% 10% 10% 5%
Our Company
(incorporated in the Cayman Islands)

100%

Amber Jungle

(incorporated in the BVI)
(Note 1)

100%

Mega Pacific

(incorporated in Hong Kong)
(Note 2)
100%
Fujian Meike
(established in the PRC)
| 75% 100%
65%
|/35% 25%
Quanzhou Meike Fujian Meisike Meike Hong Kong
(established in the (established in (incorporated in
PRC) the PRC) Hong Kong) (Note 3)

100%

Fuzhou Meikesen
(established in
the PRC)
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The following diagram sets out the corporate structure of our Group immediately after
completion of the Capitalization Issue and the Share Offer (assuming that the Over-allotment Option
is not exercised):

. Mr. Ding Mr. Ding Ms. Ding
Mr. Ding Jinbo Haibo Ruosen
100% 100% 100% 100%
Deep Wealth Bromyard Rainbow Star
Public Glory Hill Resources Investments Worldwide
Limited Limited Limited
25% 56.25% 7.5% 7.5% 3.75%
Our Company
(incorporated in the Cayman Islands)
100%
Amber Jungle
(incorporated in the BVI)
(Note 1)
100%
Mega Pacific
(incorporated in Hong Kong)
(Note 2)
100%
Fujian Meike
(established in the PRC)
| 75% 100%
65%
|?5% 25%
Quanzhou Meike Fujian Meisike Meike Hong Kong
(established in (established in (incorporated in
the PRC) the PRC) Hong Kong) (Note 3)
100%

Fuzhou Meikesen
(established in

the PRC)
Notes:
(1) Amber Jungle is an investment holding company.
(2)  Mega Pacific is an investment holding company. It will provide certain administrative services to our Group in
Hong Kong.
(3)  On August 31, 2007, Meike Hong Kong was incorporated in Hong Kong as a limited liability company and Fujian

Meike has been its sole shareholder since its incorporation. Meike Hong Kong is an investment holding company
and may serve as a trading company of our Group in Hong Kong.
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SAFE REGISTRATION

According to the Notice on Issues Relating to the Administration of Foreign Exchange in
Fund-raising and Return Investment Activities of Domestic Residents Conducted via Offshore Special
Purpose Vehicle (BHJA BT A & B8 4 55 AMRR IR H #9287 & SR B 1504 A BE 7 34 8 B R 1 4 )
(the “SAFE Circular 75”), which was issued by SAFE on October 21, 2005, and effective on
November 1, 2005:

° domestic residents who plan to establish or control an offshore special purpose vehicle must
conduct foreign exchange registration with the local foreign exchange authority;

° domestic residents who have contributed their assets or shares of a domestic enterprise into
an offshore special purpose vehicle, or have raised funds offshore after such contribution,
must conduct foreign exchange registration for the modification of the record concerning
the offshore special purpose vehicle with the local foreign exchange authority; and

° domestic residents who are the shareholders of an offshore special purpose vehicle are
required to go through registration for the modification of the record with the local foreign
exchange authority within 30 days from the date of any major capital change event, such
as an increase/decrease of capital, share transfer, share swap, merger or division, long term

equity or debt investment or foreign guarantee where no round-trip investment is involved.

Our legal advisors as to PRC laws have advised that Mr. Ding, being the relevant beneficial
shareholder of our Group and domestic resident of the PRC, has completed his foreign exchange
registration of overseas investments at the Fujian Branch of SAFE and confirmed that the
requirements under the SAFE Circular 75 have been duly satisfied. Our legal advisors as to PRC laws
have further advised that Mr. Ding Jinbo (T ¥ %c/E), Mr. Ding Haibo (T ¥ #5/E) and Ms. Ding
Ruosen (T # # L 1) are not “domestic residents” of the PRC, and are not required to file foreign

exchange registrations of overseas investments with SAFE under the SAFE Circular 75.

OUR CORPORATE REORGANIZATION AND THE RULES ON THE MERGER AND
ACQUISITION OF DOMESTIC ENTERPRISES BY FOREIGN INVESTORS

Under the Rules on the Acquisition of Domestic Enterprises by Foreign Investors in the PRC
(B MR 45 3 B B B N A 26 B A2 ) (the “M&A Rules™), which was issued by the Ministry of
Commerce of the PRC and effective on September 8, 2006, a foreign investor is required to obtain
necessary approvals when (i) a foreign investor acquires equity in a domestic company thereby
converting it into a foreign-invested enterprise, or subscribes for new equity via an increase of
registered capital thereby converting it into a foreign-invested enterprise; (ii) a foreign investor
establishes a foreign-invested enterprise which purchases and operates the assets of a domestic
enterprise, or which purchases the assets of a domestic enterprise and injects those assets to establish
a foreign-invested enterprise. The acquisition shall be based on the results of the appraisals on the

equity or assets to be acquired. According to Article 15 of the M&A Rules, where parties to an
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acquisition are related including where the control is only de facto, the parties must “provide an
explanation on the purpose of the acquisition and whether the results of the appraisals are consistent
with fair market value”. Avoidance of this requirement by using trusts, nominees, or other means is
prohibited.

Our legal advisors as to PRC laws have advised that the acquisitions by Mega Pacific of equity
interests in Fujian Meike, Quanzhou Meike and Fujian Meisike do not fall within the scope of the
above regulated activities stipulated under the M&A Rules as Fujian Meike, Quanzhou Meike and
Fujian Meisike have been established as foreign-invested enterprises upon approval of competent
commerce authorities since their respective dates of establishment, and have been remained as
foreign-invested enterprises and not “domestic companies”. Fujian Meike was established as a wholly
foreign-owned enterprise in the PRC on February 12, 1999. On October 30, 2006, Fujian Meike was
converted into a sino-foreign equity joint venture enterprise, and on August 8, 2007, in contemplation
for an application for listing of its shares on the Shenzhen Stock Exchange, Fujian Meike was
converted into a foreign-invested joint stock limited company in the PRC. The listing application in
the PRC was discontinued in 2008. As part of the Corporate Reorganization, on July 3, 2009, Fujian
Meike was converted into a wholly foreign-owned enterprise in the PRC. As advised by our legal
advisors as to PRC laws, foreign-invested enterprises include sino-foreign equity joint venture
enterprises, sino-foreign cooperative joint venture enterprises, wholly foreign-owned enterprises and
foreign-invested joint stock limited companies. Therefore, despite the aforesaid changes in the
corporate nature of Fujian Meike, it has been a foreign-invested enterprise since its date of
establishment.

We prepared for listing on the Shenzhen Stock Exchange in 2007 and did not secure approval
from the China Securities Regulatory Commission (“CSRC”), the PRC regulatory body of securities
listing, in our first attempt. CSRC raised certain comments regarding our listing application. In view
of the uncertainty in listing timetable as there were a vast number of other applicants for listing on
the Shenzhen Stock Exchange and the market condition at that time, we did not resume or continue
our listing application on the Shenzhen Stock Exchange in 2008. We believe the comments made by
CSRC are no longer applicable to us for the reasons set out below. Below is the summary of the
comments made by CSRC and our current status regarding such comments:

Comments raised by CSRC Our current status regarding such comments

The viability of our plan to We believe this comment is no longer applicable to us because
expand self-owned outlets and we will continue to implement our distributorship business
our plan to increase our model for domestic sales of our Meike branded products and
production capacities for both we do not intend to expand self-owned outlets. We only intend
footwear and apparel by using the to further expand the apparel production facilities to reduce
proceeds from the listing in PRC, our reliance on contract manufacturers of Meike apparel
and how we plan to increase our products and to better control our production output. We
sales after the possible increase intend to increase our sales through the further expansion of
of our production capacity. our distribution networks, which depend on the growth in

number of Meike distributors and/or increase in number of
retail outlets owned by them or third party retailers under
their supervision.
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Comments raised by CSRC

Whether we can implement our
plan to change our production
model to produce apparel through
self-owned facilities.

Whether there exists any
competing business by our
Directors, Mr. Ding and Ms.
Ding, in e E A LW EHMA
PRy 7] (Fujian Mingle Sports
Products Co., Ltd.) and % %4(+
B) A FR A F] (Mingle (China) Co.,
Ltd.).

The reason for Mr. Ding’s
disposal of his equity interest in
Ao e 5% v e g O A A R W
(Fujian Meike Hengqgiang Sports
Products Co., Ltd.) and &% 7L
e S EE S A PR 7] (Fujian
Jinjiang Hengqiang Plastic Shoe
Co., Ltd.) in 2007.

Whether certain amounts due
from related parties have been
repaid

Our current status regarding such comments

Under the current expansion plan and leveraged on the
successful record of self-production capabilities of apparel
since July 2008, we believe we can better manage our future
growth and expansion.

Our Directors, Mr. Ding and Ms. Ding, have both confirmed
that they have (i) no previous employment with, (ii) no direct
or indirect interest in, and (iii) not involved in any
management of, MWEZLLEBEHMARAR  (Fujian
Mingle Sports Products Co., Ltd.) and % %&(H ) R A
(Mingle (China) Co., Ltd.).

Our Controlling Shareholder, Mr. Ding, disposed of his equity
interest in HREFEIEEES F MM ARA R (Fujian Meike
Henggqiang Sports Products Co., Ltd.) and #& & & VL7 16 &
AR/ (Fujian Jinjiang Henggiang Plastic Shoe Co.,
Ltd.) to avoid potential competing business with our Group
prior to the application for listing on Shenzhen Stock
Exchange. We were informed that such entities had been
dissolved.

Our Directors have confirmed that all amounts due from
related parties have been settled as at the Latest Practicable
Date.

Please also refer to the sections headed “Business — Our Strategy — Strengthen distribution and

further expansion of our sales network”, “Business — Our Strategy — Expand production capacity”,

“Relationship With Our Controlling Shareholders — Family members engaging in sports footwear,

apparel and accessories businesses”, where we discussed the related matters in details.

Our legal advisors as to PRC laws have advised that all approvals or permits required under PRC

laws and regulations in connection with each stage of the Corporate Reorganization have been

obtained and the Listing is not subject to the approval of CSRC.
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OVERVIEW

We are one of the fast-growing domestic branded sportswear enterprises in the PRC in terms of
sales of branded sportswear products. We design, develop, produce, market and distribute leisure
sportswear products, including footwear and apparel, under the Meike brand. We also design, develop,
market and distribute sports accessories under the Meike brand. According to Frost & Sullivan, we
ranked tenth among the leading domestic sports footwear suppliers in terms of footwear revenue
including domestic sales, OEM income, and export in 2008 in China, of which more detailed
information is set out in the sub-paragraph headed “the sports footwear market” in the section headed
“Industry Overview” in this prospectus. In terms of sales of apparel products, we recorded a CAGR

of approximately 406.0% in 2008 as compared to 2006.

During the Track Record Period, we established and expanded our distribution network of our
Meike branded products, starting from 59 counters under concessionary arrangement with department
stores and shopping malls as of January 1, 2006 to 1,318 Meike outlets (including Meike distributor
outlets directly operated by our distributors and Meike retailer outlets indirectly managed by our
distributors) which sell our Meike products exclusively in 22 provinces, autonomous regions and
municipalities, and more than 514 districts, counties, and county-level cities in the PRC as of the
Latest Practicable Date.

We started our business in 1999 as a producer of soles for domestic footwear producers in the
PRC. We commenced our footwear export business through domestic export companies since 2001 and
our sales of Meike branded products to the domestic market in the PRC in 2003. For the three years
ended December 31, 2006, 2007 and 2008, our revenue from sales of our Meike branded products in
the PRC! increased substantially, from RMB48.5 million in 2006 to RMB139.2 million in 2007, and
to RMB229.2 million in 2008, accounting for approximately 26.8%, 42.4% and 62.7% of our total
revenue during the same period, respectively. For the nine months ended September 30, 2009, our
revenue from sales of our Meike branded products was RMB274.2 million, accounting for 78.7% of
our total revenue during the same period. In particular, our sales of Meike apparel experienced
substantial increase during the Track Record Period. Our revenue generated from the sales of our
Meike apparel increased from RMB3.5 million in 2006 to RMB30.0 million in 2007 and further to
RMBS88.8 million in 2008, representing a CAGR of approximately 406.0%. Our revenue generated
from the sales of Meike apparel increased to RMB92.3 million during the nine months ended
September 30, 2009.

We have implemented multi-faceted marketing strategies to showcase our Meike branded
products and our Meike brand image to consumers in the PRC. We successfully increased our brand
awareness in the past years by strategically broadcasting TV advertisements that promote our Meike
brand in Channel 1, Channel 2 and Channel 5 of CCTV (% #l &) and Hunan provincial cable TV
(W FEf ). We have also entered into spokesperson agreements with entertainment celebrities,

including Mr. Luo Zhixiang (%5 #f), whom we believe can represent our brand image and help raise

1 In calculating the revenue of our Meike branded products, we included our sales of shoe soles that are not under Meike
brand.
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our profile among the young consumers within our targeted group of customers of age 16 to 25. Our
Meike brand has been recognized as a “Fujian Provincial Famous Trademark” (ff& &% 3 & i 1%) by
the Attestation Commission of Fujian Provincial Famous Trademark ({8 &8 E A MR EZ B ) in
2006.

Prior to year 2006, we sold our Meike branded products primarily to retailers and through
department stores in the domestic market of the PRC. Beginning in 2006, as our management saw
greater growth opportunity in domestic market and several major PRC sportswear manufacturers
started to sell their branded products via distributors and outlets, we started to change our business
model and sold substantially all our Meike branded products to our Meike distributors with an aim to
further penetrates into the PRC market. During the Track Record Period, we also sold our Meike
branded products through our Self-operated Meike Outlets and under concessionary arrangement with
department stores and shopping malls. As of the Latest Practicable Date, we sold our Meike branded
products in the PRC only through our Meike distributors and Self-operated Meike Outlets.

We signed an annual distributorship agreement with each of our distributors through which we
authorized our distributors to sell our Meike branded products at their Meike distributor outlets. Our
distributors are also authorized to enter into agreement with third party retailers, the Meike retailers,
to authorize such Meike retailers to sell our Meike branded products at their Meike retailer outlets.
As of the Latest Practicable Date, our distributorship network of Meike branded products consisted of
23 distributors, overseeing 1,318 Meike outlets which comprised of 425 Meike distributor outlets and
893 Meike retailer outlets. We also sell our Meike branded products through four Self-operated Meike
Outlets. All of the Meike retail outlets (including Meike distributor outlets, Meike retailer outlets and
our Self-operated Meike Outlets) operate under our Meike brand and, save as disclosed in the
paragraphs headed “Incident of breach of distributorship agreement by a distributor”, exclusively sell
our Meike products. They cover 22 provinces, autonomous regions and municipalities, and more than
514 districts, counties, and county-level cities in the PRC.

Other than our domestic sales of Meike branded products, we also sell footwear to overseas
customers and export companies in the PRC. The sales of such export products were the major source
of our revenue in the early years of our Track Record Period but their importance had been diminishing
towards the end of our Track Record Period in view of the substantial growth of our domestic Meike
business. For the three years ended December 31, 2006, 2007, 2008 and the nine months ended
September 30, 2009, our revenues from sales of export products were approximately RMB132.5
million, RMB189.5 million, RMB136.5 million and RMB74.1 million, accounting for 73.2%, 57.6%,
37.3% and 21.3% of our total revenues during the same periods, respectively. Our export products
were sold ultimately to 34 overseas countries including Germany, Netherland, the United States,
Switzerland, Turkey, Argentina, France, South Africa and Poland.

All of our footwear were manufactured at our production facilities in Huian and Jinjiang,
Quanzhou City, Fujian Province. We manufactured approximately 5.4 million, 7.6 million, 5.7 million
and 4.3 million pairs of sports footwear during the three years ended December 31, 2006, 2007 and
2008 and the nine months ended September 30, 2009, respectively. Our actual output of footwear was
decreasing since year 2007 because we shifted our focus from manufacture and sales of export
footwear to design, manufacture and sales of our Meike branded footwear in the PRC, which require
higher production specification and involve more complex manufacturing techniques for particular



BUSINESS

footwear such as basketball footwear. We also started to produce a portion of our Meike apparels at
our production facilities in Huian, Quanzhou City, Fujian Province since July 2008. For the nine
months ended September 30, 2009, approximately 24.0% of our Meike apparels was manufactured at
our aforesaid production facilities. We outsourced the production of all our Meike accessories under

contract manufacturing arrangements.
OUR COMPETITIVE STRENGTHS

We believe that our competitive strengths position us well to capitalize on the increasing
spending power of consumers in the PRC and growth in the sportswear industry. We believe our

competitive strengths include:
Successful brand building

We are one of the leading domestic branded sportswear enterprises in the PRC in terms of sales
of footwear. According to Frost & Sullivan, we ranked tenth among the leading domestic sports
footwear suppliers in terms of footwear revenue including domestic sales, OEM income, and export
in 2008 in China. Our Meike brand has been recognized as “Fujian Provincial Famous Trademark”
(HREHELMEE) by the Attestation Commission of Fujian Provincial Famous Trademark
(REH E L BT EZ B ) in 2006 and we received the award “Certificate for Product Exemption
from Quality Surveillance Inspection” (/& ji& & M7 F) awarded by the State General
Administration of Quality Supervision, Inspection and Quarantine of the PRC (I8 Z'H & i B A5 55 i
PEHEJA)) in 2006, amongst others.

We consider our promotional programs and campaigns to market our Meike branded products as
efficient and successful in raising our profile among our targeted group of consumers of the age from
16 to 25. We have engaged entertainment celebrities such as Mr. Luo Zhixiang (% 1) as the
spokesperson of our Meike brand and to promote our Meike branded products. In addition, we have
utilized multi-media advertisement programs, sponsorship, brand identification program, outlet
corporate image program, and Meike VIP club to promote our Meike brand. Our Directors consider
that our product theme for each season is in line with our brand image, and each of our products is
designed to embrace and enhance our Meike brand image. From 2004, we adopted % &je 3 [Ff 3£ 5
as our slogan to promote Meike as a leisure and fashionable sportswear brand. We believe we have

achieved successful results through these promotional programs and campaigns.
Innovative design ability

We believe we have a strong capacity to design and produce innovative styles of sportswear
products. As at the Latest Practicable Date, our dedicated in-house design team comprises of 48 staff,
who design innovative and stylish sportswear for our end-customers for a wide variety of sport
activities as well as daily leisure use. We produced approximately 900 footwear designs, 800 apparel
designs and 100 accessory designs in year 2008, out of which 321 footwear designs, 99 apparel
designs and 25 accessory designs proceeded with mass production and were sold by us as our Meike

— 9] —
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branded products and export footwear. In addition, our Directors consider that our ability to design
and manufacture soles gives us the flexibility in creating new and innovative designs of footwear and
to use new raw materials.

Stable sales network

As of the Latest Practicable Date, our distributorship network of Meike branded products
consisted of 23 distributors, overseeing 1,318 Meike outlets which comprised of 425 Meike distributor
outlets and 893 Meike retailer outlets. These Meike outlets cover 22 provinces, autonomous regions
and municipalities, and more than 514 districts, counties, and county-level cities in the PRC. Starting
from 2007, we also sell our Meike branded products through Self-operated Meike Outlets, which
allowed us to have first hand feedback from our consumers. We currently own and operate four
Self-operated Meike Outlets, all of which are located in Fuzhou City, Fujian Province. For further
information about these Self-operated Meike Outlets, please refer to the paragraphs headed
“Properties” under this section.

We plan to expand our retail network of Meike branded products to over 1,800 Meike outlets by
the end of 2010. We conduct detailed planning and research for each Meike outlet’s location, taking
into consideration its sufficiency of pedestrian flow, traffic flow, convenience of transportation, rental
value and proposed floor area, and potential competition with our other Meike outlets and competition
with other branded sportswear. All new Meike outlets for our Meike branded products must receive
our approval before it commences its business and we work with our distributors to choose the
locations of the new outlets.

Competitive price advantage

We believe that in terms of pricing, our Meike branded products have competitive advantages as
compared with our domestic competitors in the PRC. Furthermore, as most of our Meike outlets are
located in tier two and three cities in the PRC, we believe that our competitive price advantages enable
us to remain competitive and hence to further penetrate into the PRC market.

Integrated production model

We believe our design, manufacture and sales of sports footwear are vertically integrated. We
have a complete production chain, covering all the core production stages of footwear, including the
mould making (BH#%), foaming (#%£7fl), rubber mixing (JIE), palletizing (#5%%), injection (4 i),
molding (¥ %), high frequency welding (#%H) and forming (). In addition, among all the
materials used in the manufacturing of footwear, we believe shoe sole is one of the most important
components of footwear, the quality of which defines the functionality and the comfortableness of
footwear. With our experience in our research and development capabilities of soles, we are able to
factor in the functions and characteristics of soles during the design of footwear. This process allows
us to design different types of footwear that satisfy the different functional requirements of our
footwear products. In addition, with a decade of experience in manufacturing soles, we have the
capacities to manufacture soles with the specifications, functions and characteristics that match the
designs of our footwear. We believe this vertically integrated design and manufacturing process of
soles and footwear also enabled us to better manage the cost of our footwear.
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During the nine months ended September 30, 2009, of all soles we used in the manufacturing of
footwear, 86.0% were produced by ourselves. We believe our integrated production capacity for
footwear products has positioned us well for future expansion of our Meike business.

Experienced management team

Our professional management team has extensive experience in sportswear marketing and
manufacturing industries. Our Chairman and President, Mr. Ding Siqiang and our Vice President, Ms.
Ding Xueleng, each has over 16 years of experience in sportswear operations and management. Our
Vice President, Mr. Sun Keqian, who is in charge of our product quality and manufacturing, also has
over 13 years of experience in sportswear operation and management in the PRC sportswear industry.
We believe we are able to adapt to changing trends in the sportswear industry in the PRC because of
the extensive experience and diverse expertise of our senior management team in production,
marketing and research and development.

OUR STRATEGIES

Our primary goal is to expand our Meike business and increase market share of our Meike brand
by continuously building our market position as one of the leading domestic sportswear brand. The
followings set forth our key strategies:

Strengthen distribution and further expansion of our sales network

We plan to strengthen our existing distribution network of our Meike branded products in our
five core markets, namely Hunan, Guangdong, Hubei, Sichuan and Jiangsu Provinces by establishing
new Meike outlets in these areas. We also intend to establish new Meike outlets in area in the PRC
where we believe they have higher potential for expansion of our distribution network and which is
not yet covered by our distribution network. By working with our distributors, we aim to increase the
total number of our Meike outlets to over 1,800 by the end of 2010.

As we believe the perception of our Meike outlets is critical to our Meike brand’s recognition,
we plan to assist our Meike distributors to upgrade Meike distributor outlets directly operated by them
and Meike retailer outlets indirectly managed by them after the Listing through increasing the size and
improving the layout and appearance of these outlets to provide an improved purchasing experience
to the consumers.

In addition, we intend to increase our investment in training programs to assist our Meike
distributors and Meike retailers in improving operation management by offering additional trainings
to the outlet managers, store display managers and the management of our distributors through
physical meetings and online resources.

Increase design & R&D resources
In order to maintain and elevate our position as a leading domestic sportswear brand that offers
stylish products, we intend to increase our investment in design and research and development and

recruit additional expertise to expand our new product design and research and development
capabilities.
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We believe our design capacity to create diversified Meike product portfolio has been one of the
keys to our success and will continue to be an important factor in our continued success and growth.
We intend to further enhance our design capability and further diversify our Meike product portfolio
by increasing our investment in design technology and equipment, and by recruiting additional

designers in the sportswear industry.

In addition to strengthening our design capacity, we intend to incorporate the latest technological
innovations into our Meike branded products to enhance their performance attributes. To achieve this
goal, we intend to increase our investment in research and development, including setting up a
centralized R&D department, acquiring state-of-the-art technologies and equipment, recruiting more

technology professionals and engaging in cooperation with R&D institutes.
Further increase awareness of our Meike brand

We intend to continue to increase our investment in the marketing of our Meike brand in order
to further increase the awareness of our Meike branded products. We plan to increase the exposure of
our Meike brand by increasing the frequency of advertisements in different media and sponsorship to
TV programs and major sports events, continuing our engagement of entertainment celebrities as the

spokesperson of our Meike brand and holding exhibition of our Meike branded products.

To improve the loyalty, reputation and recognition of our Meike brand, we will also strengthen
our market research activities and we plan to collaborate with third party marketing and publicity
consultants to engage in in-depths research of our marketing and media strategies. This may allow us
to fine tune our marketing strategies and give us better understanding as to in which areas should we
commit more marketing resources, engage in more marketing activities and implement more product

development programs.
Expand production capacity

We believe that the enhancement of our production flexibility will allow us to better respond to
the rapid changes in consumer preferences. We plan to expand our apparel production capacity of
apparel from approximately 0.6‘" million pieces per annum for the nine months ended September 30,
2009 to approximately 5.8 million pieces per annum in 2011 by constructing new apparel production
facility in our Huian factory. The total cost of the new apparel production facilities and machineries
are expected to be approximately RMB80.9 million (equivalent to HK$91.9 million). We expect this
new production facility will significantly increase our production output and capacity of apparels and
hence will provide us with greater flexibility in our production operations and increase our ability to

quickly respond to market changes and to capture market opportunities.

Note: Calculated on the basis that our production facilities are operating at 16 hours per day, 29 days per month and 11 months

per year.
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OUR BUSINESS MODEL

The following diagrams illustrate our two-folded business model:

Domestic Sales (Meike branded footwear, apparel and accessories and soles)

Self-
Manufacture
Product Sales Fair
Desien (footwear
g and apparel) Sales to Distribution
distributors network
Outsource or consumers management
Research & Order by Meike Manufacture
Development distributors (apparel and
accessory)

Export Sales (Both Meike branded footwear and other branded footwear)

ODM Product
Design
Research &
Development Offer by Deliver to
export Manufacture export

OEM customers customers

Research &

Development

We adopted the distributorship model for our domestic sales of Meike branded products in the
PRC in 2006 and prior to this we sold our Meike branded products directly to shopping malls and

department stores under concessionary arrangements.
MEIKE BUSINESS
Our Meike brand name

Our Meike brand is well recognized in the domestic market. It has been recognized as a “Fujian
Provincial Famous Trademark” (& & & % 44 i 1) by the Attestation Commission of Fujian Provincial
Famous Trademark (&% & & £ FiE# £ Z B &) in 2006. We have also successfully registered our

Meike brand trademark in China and under the Madrid Agreement and Protocol.

Our Meike brand’s core value is the combination of sports and beauty with delight and leisure
way of living. We endeavor to establish a brand image that represents the healthy, energetic, free,
sporty, fashionable and outstanding life attitude of young people, and our Meike branded products are

marketed primarily to the fast-growing group comprised of young people between the age of 16 to 25.
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We design and promote our Meike branded products to match our Meike brand image. Our design
team for Meike branded products constantly keeps track of the latest fashion trends of young people,
and we engage young entertainment celebrities who we think match with our brand image as our
spokespersons. In addition to spokespersons, we have also utilized multi-media advertisement
programs, sponsorship, brand identification program, outlet image program, and Meike VIP club to
promote our Meike brand. Our Directors consider that our product theme for each season is in line
with our brand image, and each of our products is designed to embrace and enhance our Meike brand

image.

We endeavor to enhance the awareness of our Meike brand through increased marketing efforts
and by marketing our Meike brand continuously and consistently throughout our various marketing
activities. We also plan to implement innovative marketing activities and promotion activities in the

foreseeable future.

Our Meike branded products

Our Meike sportswear include footwear, apparel and accessories, each designed to provide young
generation between the age 16 to 25 an experience of comfort and function. Our Meike sportswear are
offered in four seasonal collections, each tailored to include fashionable elements in the Asia and
global sportswear markets. Many of our products are designed to contain leisure and fashionable

elements that serve the daily life of young people for multiple purposes and occasions.

Our main line of footwear products include running shoes, basketball shoes, outdoor shoes,
scooter shoes, canvas shoes and fashion shoes. Our apparel products include sports suits, casual suits,
basketball suits, cropped trousers, T-shirts and sports clothes. Our accessories include bags, caps,

socks, protective gear, balls, and scarves.

Some examples of our Meike branded products in each of the above categories include:

Footwear:

Basketball shoes

Scooter shoes Canvas shoes Fashion shoes
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Apparel:

Sports suits Casual suits

h.

Basketball suits Cropped trousers

e ' 2

T-shirts Sports clothes
Accessories:

A\ /9 “_‘F

A ¥,
- S BN o]

2 o' &

Bags Socks

Protective Gear Balls Scarves
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The following table sets forth a breakdown of our revenues from Meike branded products in the
PRC by product categories during the Track Record Period:

For the nine

For the years ended months ended
December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 RMB’000
(unaudited)
Our Meike sportswear
PRC
footwear 38,627 104,231 132,921 107,920 174,086
apparel 3,468 30,015 88,774 68,794 92,254
accessories and shoe sole 6,359 4,972 7,483 6,155 7,894
Total 48,454 139,218 229,178 182,869 274,234

Our awards and achievements

Members of our Group, our trademark and products have received a number of awards and
certificates which include the following:

Year of grant Award/Certificate Awarding Body

2006 Fujian Provincial Famous Trademark Attestation Commission of Fujian
(TR % 4 F ) for the “wg™" Provincial Famous Trademark
trademark e (EEEESHERERAES)
Certificate for Product Exemption State General Administration of
from Quality Surveillance Inspection Quality Supervision, Inspection and
(FE WhVE &Rt ) Quarantine of the PRC

(I % 8 B B h B A 48 =) )
2007 Environmental Management System Zhongdahuayuan Certification Center

Certificate (JR5TH ML R0 (PRI B O
(GB/T24001-2004 idt ISO 14001:2004)

Quality Management System Beijing United Intelligence
Certificate (B &% M R HE) Certification Co. Ltd.
(IS09001: 2000) bt B & B ERE AR A A

High-Tech Enterprise (/= #1H i1 4> 3%) Fujian Provincial Department of
Science and Technology

(e 122 7 R B 11 )

Strategic Cooperation Partner Chinese Hockey Association
(B 5 AR LK) (H R g R K B )

2008 Enthusiastic Supporter of Sports Chinese Hockey Association
Activities (1B R BR )
(BLIRBE H)

2009 Contributor Award for Beijing Olympic Chinese Hockey Association
Games (b5t BL%E & 5 5 48) ([0 R AR BR 1 )



BUSINESS

DISTRIBUTION NETWORK FOR OUR MEIKE BRANDED PRODUCTS

The following map illustrates our distribution network in the PRC as of the Latest Practicable
Date:

Heilongjiang

Jilin

. ! Beijing
Tianjin
Hebei
rShandong (101)
Tibet
Shaanxi ‘

Inner Mongolia

Jiangsu (172)

#— Shanghai (53)

‘7 Zhejiang (23)
Fujian (77)
Taiwan

Guangdong
(105)

[ Provinces and districts covered by our
distribution network
(numbers of Meike outlets, including
Meike distributor outlets, Meike retailer
outlets and our Self-operated Meike Outlets)

Hainan

Before 2006, we distributed our Meike branded products primarily through retailers at shopping
malls and department stores under concessionary arrangements in the domestic market in the PRC.
Beginning in 2006, as our management saw greater growth opportunity in domestic market and several
major PRC sportswear manufacturers started to sell their branded products via distributors and outlets,
and with an aim to further penetrates into the PRC market, we started to change our business model
towards making substantially all our sales of Meike branded products to our Meike distributors who
in turn sell our Meike branded products through Meike distributor outlets or Meike retailer outlets.
Meike distributors were our major customers of Meike branded products during the Track Record
Period. We also sold our Meike branded products through our Self-operated Meike Outlets starting
from August 2007 and under concessionary arrangement with department stores and shopping malls
in 2006. Other than the four Self-Operated Meike Outlets located in Fuzhou City, Fujian Province, we
do not have control or ownership over any Meike outlets operated by our Meike distributors or Meike
retailers.
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The following table sets forth a breakdown of our sales of our Meike branded products through
Meike outlets (including Meike distributor outlets and Meike retailer outlets), concessionary
arrangement with department stores and shopping malls, and Self-operated Meike Outlets during the
Track Record Period:

For the nine months ended
For the financial year ended December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)

Sales through:

Meike outlets
(including Meike
distributor outlets
and Meike retailer

outlets) 35291 72.8 128,585 924 216,237 943 172,755 945 264,578  96.5
Concessionary

arrangement with

department stores 6,877 14.2 3,164 2.3 3,367 1.5 2,372 1.3 1,844 0.7
Self-operated Meike

Outlets® — — 3,506 2.5 6,840 3.0 5914 32 2,343 0.8
Shoe sole” 6,286 13 3,963 2.8 2,734 1.2 1,828 1.0 5,469 2.0

Total Domestic Sales 48,454 100.0V 139,218 100.0V 229,178 100.0" 182,869 100.0'V 274,234  100.0"

Note (1): Non-Meike soles direct sales to customers
(2): On 1 August 2007, four of our Self-operated Meike Outlets commenced business, among which two of such outlets
ceased business in November 2008 due to rebuilding of the relevant area by the local authority. Two additional

Self-operated Meike Outlets commenced business on 10 May 2008 and 8 June 2008, respectively.

Save as disclosed in the paragraphs headed “Incident of breach of distributorship agreement by
a distributor” in this section, all of our distributors exclusively sell our Meike branded products in the
appointed geographical area under the distributorship agreement and outlets operated by them in such
area and none of them is involved in the distribution and retail sale of other branded sports products
which are in competition with our Meike branded products in such geographical area or any outlets
(whether operated by them or not) in such area. All products sold in our Meike outlets (including

Meike distributor outlets and Meike retailer outlets) are Meike branded products only.

Our Meike distributors either sell our Meike branded products at the Meike distributor outlets or
sell our Meike branded products to authorized Meike retailers who in turn sell Meike products at
Meike retailer outlets approved by us in advance. All of our distributors enjoy exclusive

distributorship over certain appointed geographic area.

The majority of our distributors or their shareholder(s) commenced distributorship relationship
with us since 2006 and have at least 3-year experience in the sportswear industry in the PRC. In 2007,

we entered into distributorship agreements with four new distributors and we did not renew
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distributorship agreements with five distributors. Of these five distributors, three were not retained by
us as they failed to achieve our expansion requirements and two did not renewed their distributorship
agreements with us but continued their distributorship business with us through their business partners
who entered into new distributorship agreements with us, respectively, in 2007. We also added two
new distributors in 2007, who purchased the distributorship business operated by two of our previous
distributors. During the year ended December 31, 2008 and the nine months ended September 30,
2009, we renewed all distributorship agreements with our distributors, and we did not terminate any
of our 23 distributors. Except as disclosed in this paragraph, we did not terminate any distributorship
agreement with any of our distributors, nor have we replaced any distributor with any new distributor
during the Track Record Period. As of the Latest Practicable Date, we have maintained active business

relationships with each of the 23 distributors.

We have been working with our distributors to expand the Meike retail network and the number
of Meike outlets operated by our distributors and Meike retailers has grown rapidly without significant
fluctuations during the Track Record Period from nil as of January 1, 2006 to 1,318 Meike outlets
(including Meike distributor outlets and Meike retailer outlets) as of the Latest Practicable Date.
During the year ended December 31, 2007, a total of 320 Meike outlets were newly opened, including
83 Meike distributor outlets and 237 Meike retailer outlets, and only 10 Meike outlets were closed,
including 3 Meike distributor outlets and 7 Meike retailer outlets, all due to the termination of our
relationship with the five distributors as described in the above paragraph. During the year ended
December 31, 2008, a total number of 344 Meike outlets were newly opened, including 108 Meike
distributor outlets and 236 Meike retailer outlets, and a total number of 17 Meike retailer outlets were
closed, mainly due to the rebuilding of the relevant area by the local authority. During the nine months
ended September 30, 2009, a total number of 357 Meike outlets were newly opened, including 128
Meike distributor outlets and 229 Meike retailer outlets, and only 1 Meike distributor outlet was

closed due to the rebuilding of the relevant area by the local authority.

As of the Latest Practicable Date, our distributorship network of Meike branded products
consisted of 23 distributors, overseeing 1,318 Meike outlets which comprised of 425 Meike distributor
outlets and 893 Meike retailer outlets. These Meike outlets (together with our Self-operated Meike
Outlets) cover 22 provinces, autonomous regions and municipalities, and more than 514 districts,

counties, and county-level cities in the PRC.

Among the 23 Meike distributors as of the Latest Practicable Date, 10 were individuals and they,
similar to the other distributors which are corporate entities, have established management teams
consisting of their employees who are responsible for market development, sales management,

products delivery and statistics preparation in their business operation.

We will continue to expand and optimise the Meike retail network by working with our
distributors and leveraging their local resources and business networks. We currently anticipate that
the number of our Meike outlets will surpass 1,800 by the end of 2010.
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The following table sets forth the total number of our Meike distributors and Meike outlets
(including Meike distributor outlets and Meike retailer outlets) in the PRC by region as of December
31, 2006, 2007 and 2008 and September 30, 2009, respectively:

As of December 31, As of September 30, As of the Latest

2006 2007 2008 2009 Practicable Date
Meike Meike Meike Meike Meike
Distributor  outlet Distributor outlet Distributor outlet Distributor outlet Distributor outlet
Central South China'" 6 68 6 205 6 335 6 479 6 510
East China®® 8 91 10 206 10 331 10 481 10 529
Southwest China® 4 46 4 94 4 167 4 215 4 219
Northwest China® 3 16 2 24 2 26 2 30 2 31
North China®® 3 19 1 21 1 18 1 28 1 29

Total: 24 240 23 5507 23 877 23 1,233 23 1,318

Notes:

[@)) Central South China includes Hunan, Hubei, Henan, Guangdong and Guangxi;

(2)  East China includes Shanghai, Jiangsu, Zhejiang, Anhui, Fujian, Jiangxi and Shandong;
(3) Southwest China includes Chongqing, Sichuan, Guizhou and Yunnan;

(4)  Northwest China includes Gansu, Qinghai, Ningxia and Xinjiang;

(5) North China includes Liaoning and Shanxi;

(6) 77 were Meike distributor outlets and 163 were Meike retailer outlets;

(7) 157 were Meike distributor outlets and 393 were Meike retailer outlets;

(8) 265 were Meike distributor outlets and 612 were Meike retailer outlets;

9) 392 were Meike distributor outlets and 841 were Meike retailer outlets;

(10) 425 were Meike distributor outlets and 893 were Meike retailer outlets.

We experienced a significant growth in our sales of Meike branded products during the Track
Record Period and we believe this growth was healthy and was not due to the accumulation of
inventory at our distributors and Meike outlets directly operated or indirectly managed by our
distributors. During the Track Record Period, as a part of sales efforts, our district sales officers and
regional sales managers kept weekly communications, including through phone calls and site visits,
with our distributors to collect information relating to their operation status, including their sales
progress and inventory levels. According to the distributorship agreements with our distributors, we
have the right to require the distributors to provide their operational information to us. During the
Track Record Period, we have, from time to time, collected inventory data from our major Meike
distributors including the ten largest distributors measured by our sales to them during the Track
Record Period. We have also required all of our distributors to provide us with inventory report
starting from October 2009. In addition, one important task during the inspections conducted by our
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district sales officers and regional sales managers on our Meike distributor outlets or Meike retail
outlets is to evaluate the inventory level, upon which specific advices may be given to the outlets or
distributors, for example, recommendations for a promotional sales event to clear their out of season

inventories or an increase of inventory to prepare for upcoming holidays.

In addition, as we believe making aggressive purchases of our products may impose risks on the
stability of our sales network, we do not encourage our distributors to place aggressive purchase order.
Our sales department also helps our distributors set out reasonable expansion plans basing on each
distributor’s historical sales records, the local market conditions and the feedbacks we collected from
such distributor. In order to better estimate our distributors’ appropriate expansion strategies, prior to
each sales fair, we would invite a number of major distributors to discuss with each of them their
respective growth plan with a view that their expansion plan should be viable. During the sales fairs,
our sales department would also work closely with our distributors and help our distributors set
appropriate purchase amounts for different types of products they purchase with a view to ensure that
products purchased from us can be sold to the end retail consumers for each season. Please refer to
paragraphs headed “Seasonal Sales Fairs and Ordering Process” for details of our sales fairs. We do
not set any maximum purchase amounts per month or per order for our Meike distributors or the Meike
retailers, nor do we cease to supply additional products to our Meike distributors or the Meike retailers
if we find the inventory amount of any of them exceeds certain limits to prevent accumulation of
inventory at the distributors or retailers level. However, we believe our long-term relationship with
our distributors has put us in a better position to estimate what is the appropriate and viable expansion
plan and minimum purchase targets for our distributors, through which our growth will continue to be
based on actual sales of our products rather than a reflection of inventory accumulation at the
distributor or retailer level.

Distributorship relationship

Our relationships with our distributors have been stable as most of these distributors or their

shareholder(s) have been our customers throughout the Track Record Period.

Each of our distributors has been carefully selected by us. Various criteria were applied in the
selection process, including capital resources, local recognition, social resources, managerial abilities,
industry and retail experience and the principal personnel who hold our corporate culture and

development strategies in high regard.

We also evaluate our distributors twice a year on their operation results, maintenance of our
corporate image in the outlets, network expansion and scale and compliance of our standards of
operations. As each of our distributors have been carefully selected, managed and regularly evaluated,
we believe we can maintain long-term relationships with each of them and also keep abreast of the

development of our distributors.
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Distributorship agreements

Our distributors have entered into standardized distributorship agreements with us and have
entered into separate sales arrangements with their third-party retailers, under a standard form of
agreement provided by us containing terms and conditions similar to those stipulated in the

distributorship agreements.

Each distributor has made certain undertakings under the distributorship agreement with us. They
undertake to sell only our Meike products within their appointed geographic area and not to sell other
branded products. They undertake to meet our minimum purchase targets and to establish a minimum
number of new outlets each year. They are also required to comply with our pricing policies and
promotion arrangements, obtain our approval before developing new retailers and opening new
outlets, cooperate with our inspections, and enforce our standardized outlet design and layout,
promotional materials, and marketing guidelines upon their respective retail outlets. Please refer to the
paragraphs headed “Incident of breach of distributorship agreement by a distributor” in this section

for details of a Meike distributor’s breach of the terms of its distributorship agreement with us.

Under the distributorship agreement, we provide internal designs for newly opened Meike outlets
(including Meike distributor outlets and Meike retailer outlets) at our expense and we supply
promotional materials and display devices such as display shelves to our distributors, to maintain
consistency of our brand image. At our distributors’ requests, we may develop and provide plans for
advertisement campaign and promotional activities to our distributors. We are also required under the
distributorship agreement to provide product information to our distributors. We also provide a credit
limit to our distributors. However, we are not required to provide any subsidy to our distributors
pursuant to the distributorship agreements and we do not provide any form of financing to our Meike

distributors or Meike retailers or their respective Meike outlets during the Track Record Period.

Our distributorship agreements have a term of twelve months, which may be renewed by
agreement of the parties and may be terminated with three months prior notice. Distributors violating
their undertakings are subject to penalties, which include monetary fine and early termination of the
distributorship agreement. We are entitled to terminate the exclusivity relationship or the agreement
itself under certain circumstances, for instance, failure by the distributor to meet our sales targets for
six months or to meet our annual minimum purchase targets or failure to open the targeted number of
new outlets. Please refer to the paragraphs headed “Incident of breach of distributorship agreement by
a distributor” in this section for details of monetary fine and other measures we imposed in that

incident.

For the three years ended December 31, 2006, 2007 and 2008 and the nine months ended
September 30, 2009, the top five of our customers accounted for approximately 71.8%, 59.3%, 42.4%,
and 35.1% of our total revenue, respectively, and the largest customer accounted for approximately
46.6%, 39.2%, 17.1%, and 10% of our total revenue, respectively. Among our top five customers
during the Track Record Period, nil, two, four and five of them were our distributors of Meike branded
products and sales to them accounted for approximately nil, 10.2%, 25.3% and 35.1% of our total

revenue during the same periods, respectively.
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Our top five customers for each year during the Track Record Period and all of our Meike
distributors are Independent Third Parties. None of our Directors, our chief executive, or any person
who, to the knowledge of our Directors, owns more than 5% of the issued share capital of our
Company or any of our subsidiaries, or any of their respective associates, had any interest in any of
our top five customers and our Meike distributors during the Track Record Period.

Management of distribution network

We require all of our Meike outlets (including Meike distributor outlets, Meike retailer outlets
and our Self-operated Meike Outlets) to comply with certain guidelines set by us, including guidelines
on the design and layout of the outlets and customer service. The Meike distributors are required to
comply with these rules under the distributorship agreements. While we do not have direct contractual
relationships with Meike retailers, our distributors enter into separate agreements with Meike retailers
and require them to comply with our standard operating procedures, some of which include guidelines
on the design and layout of the outlets and customer service. Under the guidelines on the design and
layout of Meike outlets, all Meike outlets (including Meike distributor outlets, Meike retailer outlets
and our Self-operated Meike Outlets) are required to properly use our Meike logo, including the color,
proportion and materials of such logos, the design and usage of mannequins, shoe racks, the display
methods of our Meike branded products, the design of checkout counter, dressing rooms and mirrors,
the construction of the outlet and the completion acceptance of such construction. Our guidelines for
customer service explains in detail the required service procedures, sales skills, and courtesies.

To ensure compliance with the distributorship agreement and the standard procedures applicable
to Meike distributor outlets and Meike retailer outlets, our regional sales managers and our district
sales officers will conduct on-site inspections at randomly selected Meike outlets (including Meike
distributor outlets and Meike retailer outlets). The subjects we inspect include number of Meike
retailer outlets, sales volume, sales activities, consistency of our brand image, marketing activities,
training programs and analytical ability of our Meike distributors and Meike retailers regarding local
market trend and inventory control. We also inspect the layout of the outlets, the display of products,
the promotion activities and the customer service procedures in order to ensure the compliance of the
guidelines on the design and display and the customer service. The frequency of such visits were
approximately 7, 6 and 6 times per outlet during the three years ended December 31, 2006, 2007 and
2008, respectively, and approximately 5 times per outlet during the nine months ended September 30,
2009. In addition, we have offered Meike distributors and Meike retailers a variety of training
programs according to our detailed training plans, including sales skills, inventory management,
product knowledge, product display, team work, corporate culture and etiquette.

Our Meike distributors are required to ensure that Meike retailers follow our pricing policies and
adopt our standard operating procedures. We believe this requirement strengthens our brand
recognition and helps to build a consistent brand image and management system at the retail level,
which is the direct contact point with the consumers. Any non-compliance with our guidelines by
Meike retailers will be referred to our relevant distributors which would be responsible to cause the
relevant Meike retailers to rectify the non-compliance and the extent of compliance with our
guidelines by the relevant Meike retailers supervised by the Meike distributor is one of our criteria
for renewal of our distributorship agreements with such distributor. We believe this evaluation process
has caused our distributors to better comply with our policies and procedures at the outlet level.
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During the Track Record Period and until the Latest Practicable Date, save as disclosed in the
paragraphs headed “Incident of breach of distributorship agreement by a distributor” in this section,
we are not aware of any of our distributors committing any material breach of the distributorship
agreement with us.

As of the Latest Practicable Date, we have 5 regional sales managers and 23 district sales officers
to manage and oversee the operations of the Meike distributors and Meike retailers. These managers
and officers will oversee the implementation of the sales, direct and supervise our distributors, collect
and analyze feedbacks from such distributors and Meike outlets (including Meike distributor outlets
and Meike retailer outlets) they visited.

Distributors must obtain our approval for the location of the new Meike outlets (including Meike
distributor outlets and Meike retailer outlets) and for the opening of such new Meike outlets. We work
with distributors to choose the locations of the new outlets and we would conduct in-depth analysis
when determining such location. Key factors we take into account in considering the geographical
location of the outlets include sufficiency of pedestrian flow, traffic flow, rental value and proposed
floor area, and potential competition with our other Meike outlets or Self-operated Meike Outlets and
with retail outlets of other branded sportswear. The interior design of the new outlet is mandated by
our third party designer to ensure the consistency of our Meike brand image.

In addition, our sales and marketing personnel work together with our Meike distributors and
Meike retailers on various marketing, promotional, and advertising campaigns and programs for our
sportswear products. We also provide regular training programs and customized training programs for
our Meike distributors and Meike retailers, through which we seek to increase the efficiency of the
sales activities, standardize the operation of the retail outlets, and enhance a consistent Meike brand
image. Our regional sales managers also communicate with our distributors to collect market
information and report such information to our design and R&D department on a weekly basis. We
believe keeping a relationship with our distributors and Meike retailers may facilitate our long-term
development strategy, help us better understand the market trends, and enhancing the competitiveness
of our Meike branded products.

Save for their relationships as the distributors and retailers of our Meike branded products, all
our Meike distributors and Meike retailers are independent of our Group, our shareholders, Directors,
members of our senior management and their respective associates.

Seasonal sales fairs and ordering process

We introduce new products to our distributors and Meike retailers at our sales fairs. We have
historically held two major sales fairs and two supplementary sales fairs per year. Our major sales fairs
have historically been held in March or April and August or September of each year, for the sportswear
for the upcoming fall and summer seasons, respectively. We usually hold our sales fairs in Jinjiang and
Huian, Quanzhou City, Fujian Province. All of our distributors and some of our Meike retailers would
attend our sales fairs, where they have the opportunity to view samples of the new products. Our
supplementary sales fairs are historically held after the major sales fairs with less number of
attendants.
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Our sales fairs enable us to communicate with our distributors and evaluate the sportswear
market’s ever-changing trends and demands. Our sales and design personnel are involved in the sales
fairs to collect feedbacks from our distributors and to identify the market preferences. Historically, at
each sales fair, we presented approximately 400 newly designed samples of clothes and 250 newly
designed samples of footwear to our customers.

The following diagram illustrates our ordering process:

‘We provide
guidance and briefing
on order requirements

to distributors

We distribute preliminary

product list to distributors

Distributors place
preliminary purchase
orders with us which will be
reviewed by our regional
sales managers

We distribute
final product list
to distributors

We adjust our preliminary
product list according to |«

the result of statistics

We conduct
statistics analysis based on
the preliminary
purchase orders received

Distributors place
formal purchase
orders with us
which will be reviewed
and confirmed by our
regional sales managers

We conduct analysis
statistics based on the

formal purchase orders
received

The final purchase
orders are submitted
to the sales and marketing
department for further
processing

Pricing policies

We sell our Meike branded products to all of our distributors at a fixed discount to the suggested
retail prices of our Meike branded product. Our distributors then sell our products either at the Meike
distributor outlets to customers at the suggested retail price, or sell our Meike branded products to the
Meike retailers they oversee at wholesale prices agreed between themselves. We have a recommended
wholesale price for our distributors but our distributors are not obliged to follow this recommended
wholesale price. In determining our pricing strategies, we take into account various economic and
competitive factors, many of which are beyond our control, as well as internal production costs. Meike
distributors and Meike retailers may, after taking into account local market conditions and consumer
preferences, sell a product at a discount to the suggested retail price. Such discount is subject to our
prior approval if the product concerned is new to the market, and Meike distributors and Meike
retailers are generally not allowed to offer discounts of greater than 30% of the suggested retail price,
unless the discounted sale is part of an out of season sales event or a promotional event. We implement
our pricing policy by regularly conducting on-site inspections at randomly selected Meike outlets
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(including Meike distributor outlets and Meike retailer outlets), during which one of the items we
inspect is the implementation of our pricing policy. The frequency of such visits were approximately
7, 6 and 6 times per outlet during the three years ended December 31, 2006, 2007 and 2008,
respectively, and approximately 5 times per outlet during the nine months ended September 30, 2009.
As a result, we believe most of our distributors and Meike retailers comply with our pricing policy
during the Track Record Period.

Payment terms, credit control and return policies

Our distributors usually arrange third party transportation contractors to pick up their purchased
products at our premises. As set forth in our distributorship agreements, after we deliver our products
to the transportation contractor at our premises, the title of the products transfers to the distributors
and the risk of loss of such products passes to the distributor as well. We do not have recourse to the
products already delivered to our distributors or their transportation contractors. We recognize our
revenues at the time of such delivery and we usually invoice our distributors upon or within two days
from such delivery.

We usually set forth a credit limit for each distributor in the distributorship agreement in the
form of certain percentage of their total purchase price. We also set forth a credit period in the
distributorship agreement by which a credit period of no more than 180 days after the date of delivery
of our products is granted to the distributors. Our Meike distributors usually pay us through bank
transfer. Our distributors may give Meike retailers certain credit limits but we are not aware of, and

no approval is required for, the terms of such credit limits.

We perform ongoing credit evaluations of our distributors’ financial condition and generally
require no collateral from them to secure their payment obligations. We require our distributors to
comply with our credit policies, and our finance and sales departments carry out regular
reconciliations of outstanding balances. We monitor our receivable balances from each distributor on
a monthly basis, and will make appropriate assessments in a timely manner as to whether or not a bad

debt provision will need to be made.

We adopt a sales return policy pursuant to which products may be returned for reasons related
to product quality defects in accordance with the applicable laws and regulations of the PRC. We have
not received any such returns notification during the Track Record Period. We are not responsible for

defects caused by improper storage by the distributors, or improper use by the consumers.
Incident of breach of distributorship agreement by a distributor

During the Track Record Period, = ¥ £ il ¥ il fifi %2 % A7 BR 2 7 (Changsha Xintonghong Apparel
Trading Co., Ltd.) (“Changsha Xintonghong”), a Meike distributor for the Hunan Province, had
engaged into the distribution of another branded sportswear products in Hunan Province (the “Other
Brand Business”) in addition to acting as our distributor of Meike branded products and this was in

breach of its undertaking under our distributorship agreement not to sell any products in Hunan
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Province other than our Meike branded products. Changsha Xintonghong commenced its Other Brand
Business in June 2007 and this continued until March 2009. We had no prior knowledge of Changsha
Xintonghong’s involvement in the Other Brand Business until we discovered its involvement in
November 2009.

Under our distributorship agreement with Changsha Xintonghong, we are entitled to terminate its
distributorship of Meike branded products in Hunan Province and claim damages against it for the
breach described above. However, taking into account the substantial amount of purchases of Meike
branded products by Changsha Xintonghong during the Track Record Period, its status as the largest
Meike distributor measured by purchases made with us during the two financial years ended December
31, 2007 and 2008 and the nine months ended September 30, 2009 and its contribution to the
development of the retail network of Meike products in Hunan Province from 20 Meike outlets as of
year end of 2006 to 145 Meike outlets as of September 30, 2009, we decided to impose monetary
compensation and future monitoring measures to address the breach committed by Changsha
Xintonghong under our distributorship agreement with it instead of appointing a new distributor in the
same region. We take the view that it would be in the best interests of our Group and our Shareholders
to continue our business relationship with Changsha Xintonghong as a distributor of Meike branded

products in the Hunan Province in view of the reasons set out above.

To address the abovementioned breach of Meike distributorship agreement, Changsha
Xintonghong and Fujian Meisike entered into an agreement (the “Compensation Agreement”) on 13
November 2009 pursuant to which (i) Changsha Xintonghong agreed to make a compensation payment
of RMB600,000 to us, which was arrived at after arm’s length negotiation between us and Changsha
Xintonghong and based on 1.5% of the monetary value of Changsha Xintonghong’s total purchases in
the Other Brand Business and (ii) Changsha Xintonghong would provide its half year and full year

audited financial statements to us during the term of its Meike distributorship in the future.

In order to strengthen the supervision of Meike distributors and to prevent similar incidents in

the future, we have adopted the following measures:

1. all Meike distributors must appoint auditors approved by us to conduct audit of their
financial statements and submit such audited financial statements to us within four months
after each financial year end (Changsha Xintonghong is required to comply with more

stringent requirement to also provide half year audited financial statements to us);

2. a monetary penalty equals to 1-3% of the total amount of purchases of other branded
products will be imposed on any Meike distributor which shall be discovered to be engaged

in the distribution of other branded products; and

3. each Meike distributor shall prepare monthly business report to us and the preparation and
submission of such monthly report will be part of the consideration in the annual renewal
of distributorship of the Meike distributors.
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MARKETING AND PROMOTION OF MEIKE BRANDED PRODUCTS

Our Directors believe that our success depends on the successful sales of our Meike branded
products, which ultimately depends on the market recognition of our Meike brand. Therefore, our
marketing strategy has focused on the functionality and utility of our products to consumers. We have
implemented multi-faceted marketing strategies to showcase our products and our brand image to
consumers, including spokesperson, multi-media and flat media advertisement programs, sponsorship,
brand identification program and Meike VIP club.

Multi-media advertisement programs

We successfully increased our brand awareness in the past years by strategically broadcasting TV
advertisements that promote our Meike brand in CCTV Channel 1, Channel 2, Channel 5 and Hunan
provincial cable TV. We broadcasted these advertisements at times during which we believe the
viewers are likely to be our targeted consumers.

We have also successfully engaged several portal websites such as youku.com to make online
advertisement campaign in the summer vacation in 2009 to promote our brand among the young
customers. We have worked with public relation firms to promote our brand as well.

Spokesperson

We had entered into spokesperson arrangements for our Meike brand to appoint entertainment
celebrities that we believe can represent our brand image and can raise our profile among our targeted
group of consumers of the age from 16 to 25. We had entered into an exclusive spokesperson
arrangement with Mr. Luo Zhixiang (R EFE), a Taiwan artist, since September 30, 2007 and under the
existing agreement Mr. Luo will be our spokesperson until October 31, 2011. During the term of this
agreement, we were entitled to use marketing materials containing images of Mr. Luo for the
promotion of our Meike branded products in the PRC and to hold publicity activities with the
participation of Mr. Luo. We believe such spokesperson arrangement is effective in establishing our
image as a trendy and leading leisure sportswear brand among our targeted group of young consumers
in the PRC and we will continue to enter into such spokesperson arrangement with suitable
entertainment celebrities or individuals with popularity among young consumers in the PRC.

Brand identification program

Our Company has started building a consistent brand image since 2003. Our goal is to set up a
unique and special brand identification for our Meike brand. We try to enhance and implement our
brand image by designing products that embrace our brand image, mandating the outlets’ interior
design and displays, standardizing our sales activities, and managing the marketing and promotional
materials and activities.

Customer service

In order to foster customer loyalty and maintain our connection with our customers, we set up
a nation-wide hotline, by which we can collect our customers’ advices and suggestions. We also
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include a customer survey form in the shoebox of our footwear products to collect product feedback
from the consumers. Through a lottery, the consumers participating in our survey may be awarded with
certain gifts. In addition, we started the “Meike VIP Club” since 2006. Under this program, a VIP may
enjoy certain privileges, including receiving discounts when purchasing our products. We encourage
our distributors to promote this program and they are responsible for the implementation and
management of the Meike VIP Club members in their respective assigned geographic area. Our
distributors are responsible for providing discounts to the Meike VIP Club members of their respective
assigned areas and the cost of such discount would be borne by our distributors. A Meike VIP Club
member may only enjoy membership discount in the geographic area such distributor has exclusive
distributorship in. As of the Latest Practicable Date, approximately 180,000 Meike VIP Club members
purchased our Meike products starting from January 1, 2009 until the Latest Practicable Date, and
approximately 74,000 Meike VIP Club members purchased our Meike products twice during the same
period. As of the Latest Practicable Date, we have approximately 185,000 VIP members. We believe
our Meike VIP Club program increases our brand awareness and creates loyalty among our

end-customers.

Other advertisement campaigns

Through advertisement agents, we have initiated brand advertisement campaign in over 40
universities all over China, posting advertisements in or around basketball grounds, stadiums and
other sports facilities of the universities. We have also posted advertisements on the public buses of
certain major cities in our sales network.

We also initiated advertisement campaigns seasonally on sports newspapers and other flat media.

We create and use advertisement images that match the product theme of the relevant season.

A majority of our advertisement activities are carried out through third party advertisement
agencies. We provide guidelines and directions and we closely supervise the advertisement agencies
in their marketing and promotional activities. Our expenditures on promotion and marketing for the
years ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009 were
RMBI1.2 million, RMB6.8 million, RMB14.3 million and RMB4.8 million, respectively, which
represented 0.7%, 2.1%, 3.9% and 1.4% of our total revenue, respectively, for the corresponding
periods. We estimated that we have used RMB10.5 million on promotion and marketing for the year
ended December 31, 2009.

Sponsorship of sports team

We entered into a cooperation agreement on October 18, 2007 with Chinese Hockey Association
for our sponsorship to the Chinese Women Hockey Team for their preparation prior to the 2008 Beijing
Olympic Games in order to capture the enormous worldwide attention on the event and increase our
media exposure. Pursuant to such cooperation, members of the Chinese Women Hockey Team attended
our promotion activities related to the 2008 Beijing Olympic Games and our sponsorship to the
Chinese Women Hockey Team was completed. Other than this cooperation agreement, we did not have

cooperation with other sports teams as at the Latest Practicable Date.
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EXPORTATION BUSINESS MODEL

Export products

For export products, we mainly sell footwear through export companies or directly to overseas
customers. Before 2007, export products were a major source of our revenue. In 2006, as we adjusted
our strategy to further develop our Meike branded products, we changed our focus of operation from
export products to our Meike branded products. Since then, the percentage of our revenue contributed

from our export segments continued to drop.

During the three financial years ended December 31, 2006, 2007 and 2008 and the nine months
ended September 30, 2009, our sales to export customers amounted to RMB132.5 million, RMB189.5
million, RMB136.5 million and RMB74.1 million and accounted for approximately 73.2%, 57.7%,

37.3% and 21.3% of our total revenue during the same periods, respectively.

We applied Meike logo on some of the footwear we exported under ODM contracts during the
Track Record Period. In terms of our accounting treatment, however, we do not distinguish those
footwear applied with Meike logo with other footwear and none of the export sales of our Group is
recorded as sales of Meike products. According to our internal records, our revenues from export of
footwear with our Meike logo amounted to RMB37.3 million, RMB66.3 million, RMB50.2 million and
RMB28.0 million, accounting for 20.6%, 20.2%, 13.7% and 8.1% of our total revenue, for the three
years ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009,
respectively.

Distribution network and our relationship with our export customers

A majority of our export sales was negotiated and made directly with local export companies in
Fujian Province, the PRC. We were approached by either such local export companies or ultimate
overseas customers. We will enter into sales contracts with the export companies or overseas
customers, which will set forth the terms for the purchase and sale of our products. For the sales to
export companies, we will deliver our products at the location designated by the export companies and
after the delivery of our products, we will not be involved in or have any contractual liability for the
export sales subsequently engaged by such export companies. For the sales to overseas customers, we
will deliver our products to the port designated by the overseas customers and complete the custom
clearance of our products.

Prior to May 2007, we only entered into contracts with export companies for our sales of export
products. To explore diversified export business model, which might generate higher profit margin, we
commenced our direct export of footwear to overseas customers in 2007 by obtaining custom
registration form in accordance with PRC’s export laws. Due to our increased focus on the PRC
market, the relatively high costs related to direct export, such as staff costs and the exchange rate risks
associated with direct export sales, we do not expect to continue direct export of footwear to overseas
customers in the near future. Such direct export sales were approximately RMB20.6 million, RMB28.3
million and RMBS8.0 million, accounting for 6.3%, 7.8% and 2.3% of our total revenue for the years
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ended December 31, 2007 and 2008 and the nine months ended September 30, 2009, respectively. We
believe our cessation of direct export sales would not affect our current working relationships with the
local export companies or ultimate overseas customers in view of our long term relationship with
them.

Through the abovementioned export companies and overseas customers, our export products
were ultimately sold to 34 overseas countries, including Germany, Netherland, the United States,
Switzerland, Turkey, Argentina, France, South Africa and Poland. As many of our local export
company customers and overseas customers have long term relationship with us, we believe such
customers have been and will continue to be loyal to us. We will continue to enhance our product
design capacity, better control our product costs and maintain the high quality of our products to meet
the requirements of our export company customers and overseas customers.

For the three years ended December 31, 2006, 2007 and 2008 and the nine months ended
September 30, 2009, among our top five customers, five, three, one and nil of them were our export
customers and sales to them accounted for approximately 71.8%, 49.1%, 17.1% and nil of our total
revenue during the same periods, respectively.

None of our Directors, our chief executive, or any person who, to the knowledge of our Directors,
owns more than 5% of our issued share capital or any of our subsidiaries, or any of their respective
associates, had any interest in any of our export customers during the Track Record Period.

Pricing policies

We priced our products for export sales based on the various factors including internal
production costs, history of business relationship with the customers, particular styles of products,
quality and delivery requirements of customers and location of the overseas market where our products
are sold.

Payment terms and credit control

We invoiced our export customers upon delivery of our products. Although we do not provide for
a credit period in our sales agreement with such export customers, in practice, we allow our export
customers to pay us within a limited period of time. As a policy, such credit period is no more than
90 days.

PRODUCT DEVELOPMENT AND DESIGN

We believe that product development and design has been one of the keys to our sustained
success and will continue to be an important factor in our continued success and growth. As of the
Latest Practicable Date, we employed a total of 48 full-time employees for design and research and
development. Our total expenditures for design and research and development amounted to
approximately RMB2.0 million, RMBS5.2 million, RMB6.1 million and RMB4.8 million for the three
financial years ended December 31, 2006, 2007 and 2008 and the nine months ended September 30,
2009, representing 1.1%, 1.6%, 1.7% and 1.4% of our total revenue for such periods, respectively. We
expect such expenditure will increase in the future.
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Our design experience

We have started to develop our design capacity since 1999 and with the experience in sole design
and footwear design, we are able to design innovative and stylish sportswear for a wide variety of
sports activities as well as daily leisure purpose. We believe that our advantage in product design has
been one of the key factors to our success and will continue to be a key factor in our continued growth
and we have a track record in the design of apparels and accessories. Our Directors believe that our
outstanding sportswear design ability has won us a well-received reputation in the sportswear industry.
As of the Latest Practicable Date, we have applied for 2 appearance design patents and have been

granted 14 appearance design patents.

Our design team

Currently, each of our footwear and apparel segments has its own dedicated in-house design team
to design products that meet the tastes and preferences of our target consumers. The core members of
our design teams have extensive experience in the design industry and graduated from design or art
schools in the PRC. Substantially all of our design team members graduated from college in the PRC
and have design or art related diploma. Substantially all of our design team members have more than
4 years design related experience after joining us. To maintain an international perspective to our
designs, each product design team from time to time visited the leading fashion stores, shopping
centers and fashion shows in South Korea, North America and Europe, which we believe have been,
and will continue to be, influential in determining fashion trends in the PRC. We believe this practice
enables our design team to cater to the latest fashion trends while echoing thematic elements from our

integrated marketing campaigns to establish a consistent image for our brand and products.

We have also subscribed for an internet website which allow us to access the latest fashion and

design information in the world, keeping us abreast of the latest development in the fashion industry.

We also plan to increase our investment in resources for our design ability including construction

of a new R&D center and to seek cooperation opportunities with design institutes.

During the Track Record Period, we had not been involved in any patent or design infringement

disputes.

Our design capacity and design process

We have produced 900 footwear designs, 800 apparel designs and 100 accessory designs for
Meike branded products and export products in the year 2008, out of which 321 footwear designs, 99
apparel designs and 25 accessory designs were produced and sold to our customers. We believe that
our three product design teams have a track record in identifying and responding to sportswear market

trends.
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Our design process is divided into several stages and incorporates several rounds of internal

evaluations. The diagrams below illustrate the typical design process for our products:

Footwear Design Flow-chart:

Information Review

Information Collection l—»

Trial Production |

A Y l
Review of
Prototype Sample
Colouring |—>| Determining Colour Mix |
A,
| Mass Production |
y
X X Sewing and Stitching
Review and Improving < Review and Determining
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Submitting the Improved Sample to the Marketing Department
Apparel and Accessory Design Flow-chart:
Design Blueprint by
Information Information Establishing the Designers/Outsourced
Collection Review Product Planning Manufacturers according
to Product Planning
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—_—f . . e Trial Production
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Our integrated design and marketing efforts

We believe that the maintenance of our Meike brand image and the public’s perception of our
Meike brand are critical to our success. Therefore, we have paid great attention to building a uniform
Meike brand image through the process of designing and marketing of our Meike branded products.

In order to promote our Meike brand recognition, we have implemented an integrated marketing
strategy centered around the development of seasonal themes that recur in all aspects of our operation,
including product design, advertising and retail promotion. Our designers were asked to participate in
the initial discussion of seasonal themes, and to reflect such themes in their product design for such
season. Our marketing personnel will also apply the seasonal theme in all aspects of our marketing
activities for such season, including the design of marketing materials, the marketing campaigns and
the design of our outlet displays. They would also provide feedback on latest market trend and
responses from our Meike distributors and Meike retailers on the designs of our Meike branded
products.

Our research and development

We believe technological innovation can help us in developing new, functional, and innovative
products that will meet the needs of our customers and targeted consumers. We currently apply a
variety of techniques in our design and manufacturing processes, including the usage of 3D imaging
technologies.

We believe we are in a leading position in our research and development capabilities of soles,
which is one of our competitive strengths in the footwear industry. We are able to apply various soling
materials and technologies in our footwear products for different purposes in order to increase the
comfortableness, extend the life span and strengthen the functionality of our footwear.

With more than 10 years of experience in the development and design of soles for sports
footwear, we have successfully developed several soles technologies, including high abrasion resistant
sole technology (= i JE # BB K JEE F21lT), blown runner inner layer technology (WX il ¥ 18 A & $ l7) and
full rubber outer layer combination technology (&M AME4 A H1l7), and have applied these
technologies in the manufacturing of our products. As evidenced by a statement by National Footwear
Manufacturing Industry Information Center (4 #il#E T 2(5 8 #.0), these technologies are the
state-of-the-art sole manufacturing technologies in the PRC and we are in a leading position in the
research and development of soles.

In August 2007, we commenced our cooperation with the College of Mechanical Engineering and
Automation of Huagiao University (HEA& KEHE & A B {L 2B, “Huagiao MEA College”) in (i) the
establishment of footwear last (¥£4&) database; (ii) the realization of the personalized footwear last
(¥EAE) digital design through CAD software; (iii) the integration of the personalized design and the
production process and equipment; and (iv) the achievement of technical standards for digital control
processing for the actual production of footwear last (¥:4&). Huagiao MEA College has strong
research capacities in many areas such as digital manufacturing technologies and CAD/CAM
technologies. It is also in charge of several national and provincial science and research programs.
Under our cooperation agreement with Huaqiao MEA College, Huaqiao MEA College would use its
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equipment and technology to collect data from our footwear last (¥£4&) and establish the footwear last
(#:fH) database and provide us with CAD software to improve the footwear last making machine,
which enabled us to develop and design our soles and footwear. The footwear last database belongs
to Huaqiao MEA College and we are entitled to use it free of charge. The patent derived from our
cooperation with Huagiao MEA College will belong to Huagqiao MEA College but we are able to use
such patent free of charge. The costs involved in our cooperation with Huaqiao MEA College are
mainly salaries for our staff, raw materials and depreciation of our equipment. We did not pay Huaqiao
MEA College any fees or other compensation for the cooperation and we did not share profits or loss
with Huaqiao MEA College. Our cooperation with Huaqiao MEA College in respect to the objectives
set forth under the cooperation agreement has been completed in March 2008 but Huaqiao MEA
College continue to provide us maintenance service, as there is no validity period of the cooperation

agreement with Huaqiao MEA College.

We believe our capabilities in the design and manufacturing of soles allow us to produce
functioning footwear that better fits our customers’ requirements, vertically integrate the production

process of footwear, and better control the cost for our footwear.

We believe our future success depends on our ability to deliver new technologies and to adopt
existing technologies for application in our products. We will continue to conduct research and
development on new raw materials for the manufacturing of our products and improvement of existing
technologies to enable our products to exceed the expectations of our target consumers. During the
years ended December 31, 2006, 2007, 2008 and the nine months ended September 30, 2009, we
incurred approximately RMB2.0 million, RMB5.2 million, RMB6.1 million and RMB4.8 million on

research and development costs, respectively.

RAW MATERIALS AND SUPPLIERS

The principal raw materials used in the production of our footwear products are leather, fabrics,
rubber and plastic. In addition, although we produce approximately 87.7% of the soles by our own
production line during the nine months ended September 30, 2009, we sourced some soles from third
parties for our footwear production because the purchase prices for such soles were lower than the
estimated production cost of such soles by us due to the development costs for specific equipment (i.e.
molds) that we do not already have. The amount of soles required for a specific style of footwear did
not justify the cost of purchasing new equipment and therefore we sourced such soles from third

parties.

We also purchase a majority of our Meike apparel products from contract manufacturers in the
PRC. A majority of our suppliers are located in Quanzhou, Fujian Province, where our manufacturing
facilities are also located. We have developed stable relationships with most of our key suppliers. In
our relationships with our suppliers, we have not experienced any material delays in receiving supplies

from our suppliers during the Track Record Period.
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We are granted credit periods primarily between 40 to 50 days by our suppliers. Our purchases
attributable to five largest suppliers accounted for approximately 22.4%, 19.5%, 36.9% and 25.7% of
our total purchase from all suppliers for the three years ended December 31, 2006, 2007 and 2008 and
the nine months ended September 30, 2009, respectively. The table below sets out our purchases from

our five largest suppliers during the Track Record Period:

Nine months ended

Financial year ended December 31, September 30,
2006 2007 2008 2009
No. of RMB No. of RMB No. of RMB No. of RMB
Five largest suppliers suppliers — million % suppliers  million % suppliers  million % suppliers — million %
Raw material suppliers 5 27.1 22.4 5 35.8 19.5 2 28.7 17.8 3 31.3 17.5
Apparel contract manufacturers — — — — — — 3 30.8 19.1 2 14.7 8.2
Total: 5 27.1 22.4 5 35.8 19.5 5 59.5 36.9 5 46.0 25.7

Our largest supplier accounted for approximately 5.9%, 6.7%, 12.0% and 9.9% of the aggregate
amount of purchase from all suppliers for the three years ended December 31, 2006, 2007 and 2008
and the nine months ended September 30, 2009, respectively.

None of our Directors, our chief executive, or any person who, to our knowledge, owns more
than 5% of our issued share capital or any of our subsidiaries, or any of their respective associates,

had any interest in any of our top five suppliers during the Track Record Period.

INVENTORY

We generally procure raw materials and commence production after having confirmed purchase
orders with our distributors following our sales fairs in order to control the levels of raw material and
keep finished goods inventories at an optimal level to meet our production and sales needs. We did
not receive any cancelled purchase orders during the Track Record Period. In addition, we will
coordinate with our distributors to reallocate products already delivered to them to regions where
demand is larger. All such reallocation of products must receive our prior approval but we are not
parties to the sale and purchase of the reallocated products between our distributors.

We carry out physical stock counts from time to time to identify obsolete or damaged goods.
Specific provision will be made on an item of inventory if the carrying amount is lower than the net

realizable value. During the Track Record Period, we did not make any provisions for inventories.

For the years ended December 31, 2006, 2007 and 2008 and for the nine months ended September
30, 2009, our average inventory turnover days was 121, 88, 103 and 85, respectively, while the balance
of our inventory as at December 31, 2006, 2007 and 2008 and the nine months ended September 30,
2009 accounted for approximately 23.8%, 18.9%, 19.0% and 11.4%, respectively, of our total assets.
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COMPETITION

The demand for sportswear in the PRC has grown rapidly in recent years, in line with the
economic growth and the increased awareness of healthy life styles of the PRC. Participants in the
sportswear industry in the PRC market include international and domestic brands, which compete on,
among other things, brand loyalty, product variety, product design, product quality, marketing and
promotion, price, and the ability to meet delivery commitments to distributors and retailers. This
competition has led to industry consolidation, through which smaller, less profitable enterprises have
been acquired by enterprises with capital and plans for expansion in the market.

Our major competitors in the PRC market are domestic sportswear brands. We mainly compete
with these domestic branded sportswear competitors in the tier two and tier three cities in the PRC.
Our targeted group of consumers are between the age of 16 and 25. In this regard, we compete with
our competitors in terms of design, pricing and sales networks. In addition, we have adopted the
following competitive measures and will implement them in our future operation:

° Product design: emphasize on the use of different designs, popular colors and concepts,
develop products that focus on the elements of being “healthy, vigorous, hopeful, free,
happy and outstanding” and emphasize on the fast development and marketing of new
products.

° Selection of location of our outlets: when deciding to open new outlets, not only select the
core business area, but also select areas with concentration of young people and wage

earners such as university campus and factories.

° Product pricing: not focus on high sales prices but on the high performance and cost ratio
and on the high quality of products.

° Marketing activities: select suitable product spokesman and in launching marketing
activities, target on potential groups of customers.

We believe we are able to compete effectively with our competitors principally due to the
following factors:

° Successful brand building;

° Innovative design ability;

° Stable sales network;

° Integrated production model;

° Competitive price advantage; and

° Experienced management team.
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We believe that competition in the PRC branded sportswear product industry will continue to
remain intense in the near future. However, we also believe that our competitive advantages as stated
in the section headed “Our competitive strengths” above will continue to allow us to differentiate

ourselves from our competitors.
MANUFACTURING AND PRODUCTION
Our production facilities

We have our own production facilities for footwear and apparel. We produced all of our footwear
products and some apparel products at our own production facilities located in Jinjiang and Huian of
Quanzhou City, Fujian Province, the PRC. We operated six, eight, nine and ten footwear production
lines with aggregate production capacity of approximately 5.7 million, 7.6 million, 8.6 million and 9.5
million pairs of footwear per annum‘"’ as of December 31, 2006, 2007 and 2008 and September 30,
2009, respectively. We commenced our own apparel production in July 2008 with an aggregate
production capacity of approximately 0.6 million pieces of apparel products per annum‘" for the nine
months ended September 30, 2009. The utilization rates (calculated by dividing the actual production
output for the relevant period by the production capacity for such period ) of our footwear production
facilities were approximately 94.7%, 100.0%, 66.3% and 60.0% for the years ended December 31,
2006, 2007 and 2008 and the nine months ended September 30, 2009, respectively. The upward
utilization rate from the year ended December 31, 2006 to the year ended December 31, 2007 was
primarily due to the growing demand of our products. For the year ended December 31, 2008, the
addition of footwear production facilities, which increased our production capacity to approximately

8.6 million pairs of footwear per annum‘"

, and the change of our business model to focus on domestic
sales, contributed to the declining utilization rate during the same period. The utilization rate of our

apparel production facility was approximately 85.3% for the nine month ended September 30, 2009.

While we believe that our current production facilities are cost competitive, we are constantly
trying to refine and improve our production facilities and production lines to improve production
equipment utilization rates, reduce stoppages and improve quality control. As of the Latest Practicable
Date, our 10 footwear production lines and apparel production facilities were staffed with a total of

approximately 1,860 production staff.

We commenced our own apparel production in July 2008 and, in line with our outsourcing
strategy, we intend to continue to outsource some of our apparel production to contract manufacturers.
In order to meet the increasing growth of this product segment, produce products that adhere to our
strict quality requirements, control costs and respond rapidly to changing conditions in the market

trends and preferences. We plan to apply approximately HK$91.9 million (equivalent to RMB80.9

(1) Calculated on the basis that our production facilities are operating at 16 hours per day, 29 days per month and 11 months

per year.
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million) of the proceeds from the Share Offer to establish a new apparel production facility which will
increase our apparel annual production capacity from approximately 0.6 million pieces in 2008‘" to
approximately 5.8 million‘” pieces in 2011. We expect this facility to commence trial production in

end of 2010 and will be in full operation in 2011.

As a contingency plan to deal with electricity shortages and suspensions, we have installed 8
electricity generators which we believe are capable of generating sufficient electricity for our
production and administrative operations. We did not experience any material interruption of our
production operations resulting from electricity shortages or suspensions during the Track Record
Period.

Footwear Manufacturing

Our footwear manufacturing process is divided into six main stages: (1) raw materials inspection
and testing; (2) materials preparation and processing; (3) sewing and stitching; (4) assembly; (5)
finished product inspection and testing; and (6) packaging.

The main raw materials used in footwear production are those relating to the manufacturing of
soles, such as rubber, TPU and EVA, and those relating to the manufacturing of uppers, which include
leather, fabrics and plastics. Raw materials are generally inspected and tested before being used in
production. Raw materials for the manufacturing of uppers are cut and trimmed into individual
components of the desired shape and size by various cutting machines, moulding machines and
trimming machines. Logos and embroidery are affixed to the components. Individual components of
different shapes and materials are then sewn and stitched together. The next process is the assembly
of the semi-finished footwear components. Inspection and testing are carried out at each stage of the
manufacturing process to ensure high-quality. Finally, the finished footwear is given a final inspection
by our quality control staff members before it is packaged and prepared for delivery.

Apparel Manufacturing

Our apparel manufacturing process is divided into seven main stages: (1) raw materials
inspection and testing; (2) materials preparation and processing; (3) sewing and stitching; (4)
assembly; (5) ironing; (6) finished product inspection and testing; and (7) packaging.

The main raw materials used in producing apparel are fabrics. Fabrics and other materials are
generally inspected and tested before being cut and trimmed into individual components of the desired
shape. Raw materials that pass our quality control tests are then processed in preparation for sewing
and stitched together. The next process is the assembly of individual components such as sleeves, front
and back to form the finished products. Ironing might be necessary to preserve the shape and
appearance of the apparel products. Finished products will be packed and prepared for delivery after
final inspection by our quality control staff members to ensure high quality of products.

(1) Calculated on the basis that our production facilities are operating at 16 hours per day, 29 days per month and 11 months

per year.
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Production outsourcing

During the two years ended December 31, 2006 and 2007, we purchased all our Meike branded
apparel products from external contract manufacturers. We commenced our internal production of
Meike branded apparel products in July 2008 and for the nine months ended September 30, 2009,
approximately 24.0% of our Meike branded apparel products were manufactured by us. All our Meike
branded accessory products were manufactured by our external contract manufacturers. For the nine
months ended September 30, 2009, we engaged 12 apparel and 6 accessory contract manufacturers,
which were principally located in southern China. All of such contract manufacturers are Independent
Third Parties.

In the past, before we enter into purchase agreements with any external contract manufacturers,
our representatives from our quality control department, manufacture and production department, and
sales and marketing department would visit the production facilities of the potential external contract
manufacturers to inspect and evaluate their production capacity, management, equipment status, and
their creditability. After the on-site inspection, we would usually make three orders in small amounts
from the potential external contract manufacturer. Only when we are satisfied with the quality of the
ordered products would we enter into purchase contract.

The materials and specification of the products must be approved by us. We also dispatch quality
control personnel to the external contract manufacturers to inspect the quality at different phases. We
test the quality of the products not only before they are delivered to us, but also before we deliver them
to our customers. If external contract manufacturer delays the delivery of the products, they will be
fined for 2% of the purchase price of the products for every three days of delay. The Directors
confirmed that no external contract manufacturer has been fined during the Track Record Period.

We pay our external contract manufacturers by installments. We general pay 30% of the total
purchase price in the first week after the purchase contract is entered into, 50% after the delivery of
the products are accepted by us, and the remaining 20% after the products are sold by us without
quality complaints.

QUALITY MANAGEMENT SYSTEM

We have developed a comprehensive and effective quality management system, which is
evidenced by the accreditation of ISO9001:2000 quality management system certificate for our
footwear design and manufacturing issued by the Beijing United Intelligence Certification Co. Ltd.
(AL A R £ R R A IR A ) since 2007. We have been granted the “Certificate of Exemption from
Product Quality Surveillance Inspection” (7 it B & % i 7% &) by the State General Administration of
Quality Supervision, Inspection and Quarantine of the PRC (I & & B B 4 b5 A 7 42 7)) with a term
of three years commencing from December 2006.

We have a quality control department, equipped with a product testing laboratory with
professional equipment and stringent testing standards for footwear and apparel product testing. As of
the Latest Practicable Date, we had 59 employees performing quality control functions.
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Our quality control activities starts at the design and development stage and is carried out during
the manufacturing processes. At the design stage, we consider the functionality, quality and safety of
the raw materials and other manufacturing components to be used for manufacturing. In order to
ensure that the raw materials and manufacturing components purchased from our suppliers meet our
quality standards, we inspect the raw materials and other manufacturing components upon delivery by
their appearance. We also use our testing equipment to test the physical characteristics of such raw
materials, including raw materials used for footwear and apparel materials. We from time to time
engage inspection institutions to test the raw materials and other manufacturing components provided
by suppliers. When new materials which we have never used before are presented to us for use on our
products, we would require the suppliers to provide us a quality test report by inspection institutions,
and we may engage other inspection institutions to test such new raw materials at the expense of the
supplier. During the Track Record Period, we have engaged inspection institutions to test the raw
materials for 53, 64, 59 and 42 times during each of the three years ended December 31, 2008 and the
nine months ended September 30, 2009, respectively.

During our manufacturing process, our quality control department is responsible for monitoring
the quality of our products in the production process at different manufacturing stages. After our
products are finished, our staff from quality control department inspect the general quality of the

products.

We dispatch at least one quality controller to each of our contract manufacturers to monitor the
quality of our products and production procedures, who spends most of the working time at the
contract manufacturers and reports to us every week. We also conduct tests or engage testing
institutions to test the quality of the finished products delivered to us by the contract manufacturers

in order to assess their functionality and quality.

EMPLOYEES

We made contributions to mandatory social security funds for our employees to provide for
retirement, medical, unemployment, work-related injury and maternity benefits as required by the
PRC social security regulations. Our contributions to such social insurance funds for the three years
ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009 amounted
to approximately RMBO.1 million, RMB1.6 million, RMB4.4 million and RMBO0.5 million,
respectively. Because the basis of our contribution for the nine months ended September 30, 2009 was
different from that of the financial year ended December 31, 2008, we made a provision of

approximately RMB1.5 million for our contribution to the social insurance fund for such period.

As confirmed by relevant government authorities and our Directors, we have complied with

relevant national and local labor and social welfare laws and regulations in the PRC.
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INTELLECTUAL PROPERTY RIGHTS

We use our Meike brand for the marketing and sales of our Meike branded products. As of the
Latest Practicable Date, we have registered or are in the course of application for registration of our
Meike trademark in Hong Kong, the PRC and under the Madrid Agreement and Protocol to applicable
countries. For more information, please see the paragraph headed “Intellectual Property Rights of our

Group” in Appendix VI to this prospectus.

Protection of intellectual property rights

We rely on various intellectual property laws, especially trademark and patent laws, to protect
our intellectual property rights. We recognize the importance of protecting and enforcing intellectual
property rights. We encountered one incident of counterfeit products before the Track Record Period.
In 2005, we initiated a trademark litigation in the PRC against an infringer of our Meike trademark.
The Intermediate People’s Court of Zhangzhou City, Fujian Province awarded a judgment in favor of
us. During the Track Record Period, we did not encounter any incident of counterfeit products. Save
as disclosed above, as at the Latest Practicable Date, we were not aware of any material infringement
of our intellectual property rights and we believe that we have taken all reasonable measures to
prevent any infringement of our intellectual property rights. Neither have we reported, informed or
cooperated with the relevant PRC government authorities in any actions carried out in relation to
counterfeited products during the Track Record Period. As at the Latest Practicable Date, we were also
not aware of any pending or threatened claims against us or any of our subsidiaries in relation to the

infringement of any intellectual property rights of third parties.

PROPERTIES

As of the Latest Practicable Date, we had a total site area of approximately 231,187.4 sq.m. of
land and a total gross floor area of approximately 67,805 sq.m. of buildings, all of which are situated
in the PRC.

As of the Latest Practicable Date, approximately 42,129.34 sq.m. of our buildings are used by
us as workshops, warehouse and office buildings, representing approximately 62.1% of the total gross
floor area of all of our buildings, and approximately 19,881.68 sq.m. of our buildings are used as
dormitories of our employees, representing approximately 29.3% of the total gross floor area of all of
our buildings. One of our buildings with a gross floor area of 149.72 sq.m. is used as power
distribution room. One of our buildings with a gross floor area of 5,305.8 sq.m. is used as both an
office and a dormitory. We had also constructed security guard rooms and backup power distribution

room with a total gross floor area of 338.46 sq.m.

Save as disclosed under the paragraph headed “Part of our owned and leased properties in the
PRC may be subject to legal irregularities” under the section headed “Risk Factors” in this prospectus,
our legal advisor as to PRC laws, Fujian Zenith Law Firm, have confirmed that we hold valid land use

right certificates and building ownership certificates with respect to all of our land and buildings.
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As of the Latest Practicable Date, we leased the following properties in the PRC:

° a total gross floor area of approximately 13,173.75 sq.m. factory buildings at Jinjiang,
Fujian Province from a connected person of our Company. The factory buildings were used
for production and storage purposes. As the leases will continue after our Listing, they
would constitute continuing connected transactions of us and please refer to section headed
“Connected Transactions” for details of such leases;

° a total gross floor area of approximately 1,600 sq.m. warehouse at Fuzhou, Fujian Province
from an Independent Third Party for the purpose of storage of stocks; and

° a total gross floor area of approximately 357.97 sq.m. retail outlets at Fuzhou, Fujian
Province from Independent Third Party landlords for our four self-operated Meike Outlets.
As the landlords of our Self-operated Meike Outlets were not able to provide valid title
documents of their properties leased to us, all these tenancy agreements were not registered
with the relevant authority. As we are not able to verify the landlords’ title to the relevant
properties, our leases for such properties are subject to challenge by third party who may
claim to be the legal owner of such properties and we may be forced to leave such
properties. Our Directors do not consider the properties leased to us for our self-operated
Meike Outlets are crucial to our operation and believe that shops of similar size are readily
available in nearby location.

Our Controlling Shareholders have undertaken under the Deed of Indemnity to indemnify us
against any damages, losses or liabilities which are or become payable or incurred by any members
of our Group, including relocation costs and expenses (if any), as a direct or indirect result of any title
defects of the property used by our Group after the Listing or if we are forced to leave premises leased
to us.

Details of the properties are set out in the section headed “Property Valuation” in Appendix IV
to this prospectus.

ENVIRONMENTAL MATTERS

We are subject to PRC environmental laws and regulations, which include the Environmental
Protection Law of the PRC, Law of the PRC on the Prevention and Control of Water Pollution, Law
of the PRC on the Prevention and Control of Atmospheric Pollution, Law of the PRC on the Prevention
and Control of Pollution From Environmental Noise and 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, noise emissions and water and waste discharge.

According to current PRC national and local environmental protection laws and regulations, any
enterprise which discharges wastewater, waste products, 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 relevant environmental standards to treat wastewater,
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waste products and polluted air treatment before discharging such waste. In addition, the current PRC
national and local environmental protection laws and regulations impose fees for the discharge of
pollutants and, in cases where the pollutants have not been properly treated, fines for such discharge.
The relevant environmental laws and regulations empower certain governmental authorities to shut
down any enterprise that violates such laws and regulations through the discharge of pollutants.

PRC environmental laws and regulations also stipulate that all enterprises that may cause
environmental pollution and other public health hazards are also required to incorporate
environmental protection measures into their plans and establish a reliable system for environmental
protection. These measures and systems must work to effectively prevent and control pollution levels
and harm caused to the environment by waste gas, waste water, solid waste, dust, malodorous gas,
radioactive substances, noise, vibration and electromagnetic radiation generated in the course of
production, construction, or other activities of the enterprise.

During the Track Record Period, we carried out the relevant environmental impact assessments
before commencing construction of our production facilities and have obtained all the required
permits and environmental approvals for our production facilities. We have obtained confirmation
from the Jinjiang City Environmental Protection Bureau (& 7LTMER5E{#7#%)%) and Huian County
Environmental Protection Bureau (B #2IR5E{R3# 5)) confirming that we have complied with the
environmental laws, regulations, rules and policies promulgated by the central government, Fujian
province, Jinjiang City and Huian County; our production and operation, and the discharge and control
of our polluted air, water and objects are all in compliance with the requirements and standards under
the environmental laws, regulations, rules and policies in the PRC; we have not been fined for any
violation of environmental laws, regulations or rules in the PRC since our establishment; and there is
no circumstances under which we are expected to be punished due to environmental issues.

Pursuant to the Measures for the Administration of Pollution Discharge Fee Collection and Usage
(PE5 2 F Aol B & B0 491), Jinjiang City Environmental Protection Bureau (& VI ER3E{RGE )
charge us pollution discharge fees at the second half of every year for the pollution we discharge in
the previous year. During the years ended December 31, 2006, 2007, 2008 and the nine months ended
September 30, 2009, we paid RMB9,600, RMB9,600, RMB20,290 and RMB36,200 for such fees
respectively. Other than the pollution discharge fees, we do not pay other annual fees relating to
compliance with applicable PRC environment laws, regulations and policies which are material during
the Track Record Period. Our Directors are of the view that the annual cost of compliance with
applicable PRC environment laws, regulations and policies was not material during the Track Record
Period and will be at similar level in the future.

As we do not produce material quantities of industrial waste in our production and we do not
anticipate that our production will produce any material quantities of industrial waste in the future,
other than the expenses incurred for compliance with the current PRC environmental laws and
regulations, we have not allocated additional resources to new technology or to research and
development to reduce our impact on the environment.

As of the Latest Practicable Date, we had obtained all the pollutant discharge permits required
under the PRC laws and regulations.
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We believe that our production process does not emit material quantities of pollutants and that
our operation will not be subject to any future environmental risk. However, in order to ensure that
we comply with the relevant PRC environmental laws and regulations, we have appointed our
executive Director, Mr. Sun Keqian, to oversee environmental protection related matters within our
Group. We will ensure that we comply with applicable PRC environmental laws and regulations in the
future by (i) empowering Mr. Sun to oversee and maintain our compliance with environmental
protection policies, (ii) providing both regular, annual training and special, as-needed training upon
the promulgation of new environmental laws and regulations with respect to the latest PRC
environmental laws and regulations and encouraging our team staff to attend environmental protection
training sessions organized by the local environmental protection authorities, (iii) conducting on-site
inspections every week, (iv) providing relevant training to our staff, including but not limited to
providing training to our Directors regarding compliance with PRC environmental laws and
regulations, (v) immediately reporting to our Directors any incident or non-compliance with the
relevant PRC environmental laws and regulations and (vi) immediately reporting to and coordinating

with competent authorities in the case that any incident or non-compliance arises.

INSURANCE

We have purchased employee social insurance for our employees, including insurance for
retirement, medical, unemployment, work-related injury and maternity, and we have purchased
property insurance. We believe that our insurance coverage is adequate for our operations. Since it is
not required by PRC law, and consistent with the usual industry practice in the PRC, we do not carry

any business interruption or product liability insurance or third-party liability insurance.

As of the Latest Practicable Date, we have not made or been the subject of any insurance claims

which are material to us.

LEGAL COMPLIANCE AND PROCEEDINGS

As of the Latest Practicable Date, we have no legal, administrative or arbitration proceedings,
pending or threatened against us that had a material adverse effect on our financial condition or results
of operations.

Save as disclosed in the paragraphs headed “Part of our owned and leased properties in the PRC
may be subject to legal irregularities” under the section headed “Risk Factors — Risks Relating to Our
Group’s Business” in this prospectus, our legal advisors as to PRC laws, Fujian Zenith Law Firm, has
confirmed that we have complied with the relevant laws and regulations in all material aspects,
including laws and regulations relating to environmental protection, product quality and technology
standards, tax and labor, and have obtained all licences, approvals and permits from appropriate
regulatory authorities for our business operations in the PRC. As confirmed by our legal advisors as
to PRC laws, Fujian Zenith Law Firm, under PRC laws and regulations, a foreign-invested enterprise
will be deemed as conducting foreign investments in commercial fields if it engages in the
“distribution of non-self-manufactured products”, and will be required to obtain approvals from the
Ministry of Commerce or its provincial counterparts. As confirmed by our legal advisors as to PRC
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laws, Fujian Zenith Law Firm, none of the sales activities currently engaged by us falls into the
category of “distribution of non-self-manufactured products” and therefore, does not require approval
from any government authorities.

Jinjiang City Labor and Social Security Bureau (& VL7 25 8 fil 4t & {f /% %)) confirmed that as of
August 7, 2009, Fujian Meike has paid all social security payments in accordance with PRC laws and
regulations; there were no outstanding social security payments payable by us, and none of Fujian
Meike and Fujian Meisike had been penalized by reason of breach of any PRC laws and regulations
in respect of social security. Huian County Labor and Social Security Bureau (2% %45 B Fl 4t & f
5%‘)%) confirmed that as of August 8, 2009, Quanzhou Meike has complied with all PRC laws and
regulations in respect of social security and had not been penalized by reason of breach of any PRC
laws and regulations in respect of social security. Our legal advisors as to PRC laws, Fujian Zenith
Law Firm has confirmed that Jinjiang City Labor and Social Security Bureau (¥ VL1745 8 Fl 4t € f£
f%5)5) and Huian County Labor and Social Security Bureau (HZHi%58)F14t &R /5) had the
authority to issue such confirmations.

In order to maintain our on-going compliance with the relevant regulatory requirements in the
PRC, we have appointed Mr. Li Dongxing, our executive Director, to be in charge of all legal matters
and engaged Hesheng Law Firm (4% & fl & /i F 5 1), a PRC law firm, to advise us on legal matters
in the PRC. We have also established and implemented various internal control rules and guidelines
in connection with the various aspects of our Group’s business and operations, which will be regularly
adjusted as the business and operations environment develops. When necessary, we would also make
enquiries with the relevant governmental authorities, agencies or legal experts for specific matters.
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OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the Capitalization Issue and the Share Offer, Glory Hill and

Mr. Ding will control more than 30% of our issued share capital, irrespective of whether the

Over-allotment Option is exercised partially or fully, or at all. For the purpose of the Listing Rules,

Glory Hill and Mr. Ding are our Controlling Shareholders. Each of Glory Hill and Mr. Ding confirms

that it/he does not hold or conduct any business which competes, or is likely to compete, either

directly or indirectly, with our business.

INDEPENDENCE OF OUR GROUP

In the opinion of our Directors, our Group is capable of carrying on our businesses independently

of, and does not place undue reliance on, the Controlling Shareholders, their respective associates or

any other parties, taking into account the following factors:

(i)

(i)

(iii)

Financial independence: our Group has an independent financial system and relies
principally on cash from operations to carry on its business and bank facilities during the

Track Record Period. This is expected to continue after the Listing.

Operational independence: we have established our own organizational structure comprised
individual departments, each with specific areas of responsibilities. Our Group has not
shared our operational resources, such as suppliers, customers, marketing, sales and general
administration resources with the Controlling Shareholders and/or their associates. Other
than the property lease agreements entered into with Hengqiang (China) Co., Ltd.
(lEE(FBEHABR/A ) as set out in the section headed “Connected transactions” in this
prospectus, no services, premises and facilities will be provided by the Controlling
Shareholders and/or their associates to our Group. Our Group is able to operate

independently from the Controlling Shareholders after the Listing.

Independence of management: our Company aims at establishing and maintaining a strong
and independent Board to oversee our Group’s business while preserving the management
and operational continuity of our Group. The Board’s main function includes the approval
of the overall business plans and strategies of our Group, monitoring the implementation
of these policies and strategies and the management of our Company. Our Group has an
independent management team, which is led by a team of senior management with
substantial experience and expertise in our business, to implement our Group’s policies and
strategies. In addition, the business of our Group has been operated under substantially the
same management throughout the Track Record Period and up to the Latest Practicable
Date.
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(iv) Independence of major suppliers: our Directors confirm that none of our Controlling
Shareholders, nor our Directors and their respective associates, has any relationship with
the major suppliers of our Group (other than the business contacts in the ordinary and usual

course of business of our Group) during the Track Record Period.

(v) Independence of major customers: our Directors confirm that none of our Controlling
Shareholders, nor our Directors and their respective associates, has any relationship with
the major customers of our Group (other than the business contacts in the ordinary and

usual course of business of our Group) during the Track Record Period.

(vi) Ownership of trademarks and patents: as at the Latest Practicable Date, our Group has
registered or obtained licenses for, or is in the process of applying for the registration of,
trademarks and patents, which are relevant to our Group’s operation. Such details are set
out under the paragraph headed “Intellectual property rights” in Appendix VI to this

prospectus.

RULE 8.10 OF THE LISTING RULES

The Controlling Shareholders and our Directors do not have 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 under Rule 8.10 of the Listing Rules.

NON-COMPETITION UNDERTAKING

In order to avoid any possible future competition between our Group and each of Glory Hill and
Mr. Ding (the “Covenantors”), the Covenantors have executed two deeds of non-competition (“Deeds
of Non-competition”) on January 6, 2010 in favor of us (for ourselves and for the benefit of each
member of our Group). Pursuant to the Deeds of Non-competition, during the period that the Deeds
of Non-competition remain effective, each of the Covenantors irrevocably and unconditionally
undertakes with us (for ourselves and for the benefit of each member of our Group) that he/it shall
not, and shall procure any of the companies in which he/it has 30% or more interest (“Controlled
Entity(ies)”) (other than members of our Group) not to, directly or indirectly engage, participate or
hold any right or interest in or render any services to or otherwise be involved in any business in
competition with or likely to be in competition with the existing business activity of any member of
our Group save for the holding of not more than 5% shareholding interests in any company listed on
a recognized stock exchange and at any time the relevant listed company shall have at least one
shareholder whose shareholding interests in the relevant listed company is higher than that of the

relevant Covenantor.
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Where business opportunities which may compete with the business of our Group arise, the
respective Covenantor(s) shall, and shall procure their respective Controlled Entity(ies) to, give us
notice in writing and we shall have a right of first refusal to take up such business opportunities. We
shall only exercise the right of first refusal upon the approval of all the Directors (who do not have
any interest in such proposed transactions). The relevant Covenantor(s) and the other conflicting
Directors (if any) shall abstain from participating in and voting at and shall not be counted as quorum
at all meetings of the Board where there is a conflict of interests or potential conflict of interests
including but not limited to the relevant meeting of the independent non-executive Directors for
considering whether or not to exercise the right of first refusal.

Our Board will establish a committee comprising all the independent non-executive Directors
which will be delegated with the authority to review on an annual basis the above undertakings from
the Covenantors. The Covenantors also undertake to provide all information necessary for the
enforcement of the Deeds of Non-competition as requested by the committee from time to time.

The undertakings mentioned above are conditional upon the fulfillment of the conditions stated
in the paragraph headed “Conditions of the Share Offer” under the section headed “Structure and
Condition of the Public Offer” in this prospectus. If any of such conditions is not fulfilled on or before
the date falling 30 days after the date of this prospectus, the Deeds of Non-competition shall become
null and void and cease to have any effect whatsoever and no party shall have any claim against the
other under the Deeds of Non-competition.

The Deeds of Non-competition shall terminate on the earliest of the date on which (i) the
Covenantors shall cease to hold in aggregate 30 per cent. or more of the entire issued share capital
of our Company or otherwise cease to be a Controlling Shareholder; or (ii) the Shares shall cease to
be listed and traded on the Stock Exchange (except for temporary suspension of trading of the Shares
on the Stock Exchange due to any reason).

Family members engaging in sports footwear, apparel and accessories businesses

Certain family members of Mr. Ding have held equity interests in entities which engaged in
businesses that compete (directly or indirectly) with our Group’s business, details of which are set out
below:

Shareholding and relationship
Name of Entity with Mr. Ding Business of the Entity

HEEVFwmRBBEEHANA Its registered capital is owned as to ~ Manufacture and sales

FR/A 7] (Guanlan Youth 53.33% by Mr. Ding Siyong of branded sports
(Fujian) Sports Products (THEBHESAE) and as to 46.67% by footwear in the PRC
Co., Ltd.) Mr. Ding Jiabing (T MR 5EE). Mr.

Ding Siyong (T B HESEA) is the
elder brother of Mr. Ding. Mr. Ding
Jiabing (T HIMSE4E) is a remote
relative of Mr. Ding.
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Shareholding and relationship

Name of Entity with Mr. Ding Business of the Entity
24P B A R/AF (Mingle  Tts registered capital is wholly- Manufacture and sales
(China) Co., Ltd.) owned by Mingle (International) of sports footwear,
Limited, which is a company apparel and accessories
wholly-owned by Mr. Ding Siliang  under the brand “#%%%”
(T B 5E5EE). Mr. Ding Siliang in the PRC
(T B35 E) is the brother of Mr.
Ding.
Mingle (International) Its issued share capital is wholly- Investment holding in
Limited owned by Mr. Ding Siliang 244 (B A IR
(T EsE5eE). (Mingle (China) Co.,
Ltd.)
B A YT M ABRAR Its registered capital is owned as to ~ Manufacture of sports
(Fujian Mingle Sports 70% by Mr. Ding Siliang footwear, apparel and
Products Co., Ltd.) (T BSE5E4E), 7.5% by Mr. Ding accessories under the

Jinlong (T & #E%EE), 7.5% by Mr.  brand “4%%” in the
Ding Jiankang (T fEEEA), 7.5% PRC.

by Mr. Ding Jiabing (T HIA5E4:)

and 7.5% by Mr. Ding Siyong

(T B 5EE). Mr. Ding Jinlong

(T4 8E5EE) and Mr. Jiankang

(T @ JE4E) are remote relatives of

Mr. Ding.

Mr. Ding and Ms. Ding confirmed that they had no direct or indirect equity interest in any of the
above entities and were not involved in any management of the above businesses, which are separated

and independent from the business of our Group.

Save as disclosed in note 32 of the accountants’ report set out in Appendix I to this prospectus,
there were no business transactions between the companies owned by family members of Mr. Ding as
detailed above and our Group during the Track Record Period. As confirmed by the Directors, save
and except the property lease agreements as disclosed in the section headed “Connected Transactions”
of this prospectus, all the transactions as described in note 32 to the accountants’ report set out in

Appendix I to this prospectus had ceased as at the Latest Practicable Date.
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DIRECTORS
Executive Directors

Mr. Ding Siqiang (T & 58), aged 47, is the Chairman and President of our Company. He was
appointed as a Director on June 25, 2009 and redesignated as an executive Director of our Company
on January 6, 2010. He is primarily responsible for making key decisions on our Group’s overall
strategies, plans and business development. Mr. Ding has 16 years of experience in the sportswear
industry since he started to operate Fujian Jinjiang Hengqiang Shoes and Plastics Company
(BB BVL T EREEE A R/ F) in 1993, He joined our Group in 1999 as the vice chairman of
Fujian Meike. He served as the legal representative and general manager of Fujian Meike since
February 2003 and became the president of Fujian Meike since August 2007. He is a director of all
our subsidiaries except Fuzhou Meikesen. He has been a member of the Ninth and Tenth Fujian
Provincial Committee of the Chinese People’s Political Consultative Conference (1[5 A K BUIA 1
FHEEEE IR 1 EZ B) since December 2002. He was appointed as a Standing Director of
the First Session of the Jinjiang City Overseas Friendship Association (& VLT ¥ #MNh Re € 56 — i % %5
M=) in December 2002. He was appointed as a Honorary Chairman of the First Council of the
Jinjiang City Charity Federation (F{LTHZAEM Oy HMEETEETR) in December 2002. He was
appointed as a director of the Fifth Board of Directors of Huaqiao University (¥ KEE5 T e # 5
¥ %) in December 2002. He was appointed as a Honorary Chairman of the Third Council of the
Quanzhou City Footwear Chamber of Commerce (RN #E2Ep & %8 = M FH &S 2 € ) in January
2006. He was appointed as the Honorary Leader of Chinese Women Hockey Team
(B L AR BR 4 2 4HBK) by Chinese Hockey Association (9B #i #2ER %5 &) in October 2007. He
also received his diploma in a course for chief executive officer in China (1 [F 1> 2& 48 %k /= S HIE BT )
from Peking University (At 5 K%2) in September 2003. Mr. Ding is Ms. Ding Xueleng’s husband. Mr.
Ding did not hold any directorship with any public companies whose securities are listed on a stock
exchange during the three years prior to his appointment.

Ms. Ding Xueleng (T &%), aged 45, is our executive Director, appointed on January 6, 2010
and is the Vice President of our Company. She is primarily responsible for the management of our
footwear and apparel operations, design, research and development, financial management and overall
administration management. Ms. Ding has 16 years of experience in the sportswear industry since she
became the director of Fujian Jinjiang Hengqiang Shoes and Plastics Company (4 ## & & VL 1 15 5 %E
AR/ 7). Ms. Ding joined us in February 1999 and was appointed as a director of Fujian Meike
in 1999. She has also been the manager of Fujian Meike starting from February 1999 and was then
appointed as the deputy general manager since February 2003. In August 2007, Ms. Ding was
appointed the general manager of Fujian Meike. Ms. Ding is a director of each of Fujian Meike and
Quanzhou Meike. Ms. Ding is the spouse of Mr. Ding. Ms. Ding did not hold any directorship with
any public companies whose securities are listed on a stock exchange during the three years prior to
her appointment.

Mr. Sun Keqian (R A #), aged 55, was appointed as an executive Director of our Company on
January 6, 2010 and is the Vice President of our Company. He is primarily responsible for the
management of our product quality and manufacturing. Mr. Sun has 13 years of experience in the
sportswear industry as he served as a director and the general manager from April 1996 to April 1998
in Qingdao Double Stars Stock Limited Company (7558 2R A RAT), a company listed in
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Shenzhen Stock Exchange formerly known as Qingdao Double Stars Footwear Stock Limited
Company (77 &% B2 FEZERM A BR/AF]). Mr. Sun joined our Group in February 1999 as the deputy
manager of Fujian Meike. He is a director of each of Fujian Meike and Fujian Meisike. He received
the title of the Outstanding Young Entrepreneur in Qingdao City (& T EH HFMHELXK) by six
governmental and commercial institutions in Qingdao City in September 1995. Mr. Sun received his
diploma in a course for Chinese Communist Party and Governmental Officials (2 B &8 K F 55 I HE)
from School of Kunming City Committee of Chinese Communist Party (M EIILE MR IHT Z 5 & K
) in July 1987. Mr. Sun did not hold any directorship with any public companies whose securities
are listed on a stock exchange during the three years prior to his appointment.

Ms. Ding Jinzhu (T #82k), aged 32, was appointed as an executive Director of our Company on
January 6, 2010 and is the assistant to Ms. Ding. She is primarily responsible for the management of
our accessory operation. Ms. Ding Jinzhu has 10 years of experience in the sportswear industry as she
joined our Group in February 1999 as the deputy general manager of Fujian Meike. She served as the
assistant to the deputy manager of Fujian Meike since February 2003 and as the assistant to the
manager of Fujian Meike since October 2007. She became a director of Fujian Meike since October
2006. Ms. Ding Jinzhu’s early responsibilities include communicating with government authorities
and coordinating with administrative matters. Ms. Ding Jinzhu received her diploma in financial
accounting (M# &%) from Jinjiang City Chendai Town Vocational Middle School
(B VLT PRERER 2 H £2) in July 1995. Ms. Ding Jinzhu is the daughter of the elder brother of Ms. Ding.
Ms. Ding Jinzhu did not hold any directorship with any public companies whose securities are listed
on a stock exchange during the three years prior to her appointment.

Mr. Lin Yangshan (#fZ L), aged 30, was appointed as an executive Director of our Company
on January 6, 2010 and is the head of the sales and marketing department of our Company. He is
primarily responsible for the management of the marketing matters of our Company. Mr. Lin has 7
years of experience in sportswear industry as he joined our Group in 2002 as the sales manager of
Fujian Meike. He is a director of Fujian Meike. He served as an executive director and manager of
Jinhairuo (Fujian) Investment Industrial Co., Ltd. (& & (EE) B EEEAGIRAF) since August
2007. Mr. Lin received his bachelor’s degree in economics from Xiamen University (& '] K£%) in July
2002. Mr. Lin is the son of the younger sister of Mr. Ding. Mr. Lin did not hold any directorship with
any public companies whose securities are listed on a stock exchange during the three years prior to
his appointment.

Mr. Li Dongxing (ZR £), aged 35, was appointed as an executive Director of our Company on
January 6, 2010 and is the assistant to the chairman of our Company. He is primarily responsible for
assisting our chairman in making decisions on overall strategies, planning and business development
and he is responsible for the human resources of the Group. Mr. Li has 6 years of experience in the
footwear industry. He served as a tax officer in Jinjiang City State Tax Bureau (& VLT[ ZFLH )
from November 1997 to August 2007. Starting from 2003, his tax practice has focused on footwear
companies. He joined our Group in August 2007 and has served as the secretary of the board of
directors of Fujian Meike since then. Mr. Li received his bachelor’s degree in taxation from Xiamen
University (J&MK%) in May 1997. He obtained a qualification certificate of taxation execution of
the PRC issued by the State Administration of Taxation of the PRC in April 2003. Mr. Li did not hold
any directorship with any public companies whose securities are listed on a stock exchange during the
three years prior to his appointment.
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Independent non-executive Directors

Mr. Yang Chengjie (#5##£), aged 52, was appointed as an independent non-executive Director
of our Company on January 6, 2010. Mr. Yang was appointed as an independent director of Fujian
Meike for the period from August 2007 to May 2009. Mr. Yang has 9 years of experience in the
footwear industry. He obtained the title of Professor of Engineering (Z4%#% =& LFEHT) from the
Appraising and Approval Committee for Professional and Technical Competence of Sinolight
Corporation ("Bl T4E @ /A Rl R ERMEMEFHFZET) in December 2002. He has been the
director of China Leather and Footwear Industry Research Institute ([ Rz %A il & T 250 57 ir)
since September 2000. He was appointed a part-time professor and a tutor to master degree students
in Shaanxi University of Science and Technology (BRVPGFl4Z K£:) in May 2002. Mr. Yang received his
bachelor’s degree in leather from Shaanxi University of Science and Technology (PRPYE KE:)
(formerly known as Northwest Light Industry College (P§1t# T.2£52F¢)) in July 1982. He received
a certificate in a 4-day course for senior management of listed companies conducted by Shenzhen
Stock Exchange in January 2008. Mr. Yang did not hold any directorship with any public companies

whose securities are listed on a stock exchange during the three years prior to his appointment.

Mr. Xiang Shimin (38 £ #)), aged 43, was appointed as an independent non-executive Director
of our Company on January 6, 2010. Mr. Xiang was appointed as an independent director of Fujian
Meike since August 2007. He has 17 years of experience in general enterprise management. He
obtained the title of Associate Research Fellow (FE|ff% &) from Fujian Provincial Personnel
Department (fa& & AFHEE) in November 2000. He has worked in Huaqiao University (FEf& KE)
since 1992 and he is currently the head of Foreign Affairs Office in Huaqiao University
(EfGREINEHE/NE). He has been a member of the Tenth Quanzhou City Fujian Provincial
Committee of the Chinese People’s Political Consultative Conference (1 A REBUA T & k&S
RS T EZE B) since January 2007. Mr. Xiang received his master’s degree in power plant
thermal energy engineering from Northeast Dianli University (RJL% /1 KE) (formerly known as
Northeast Dianli College (3R4tFE J7EFE)) in March 1992. Mr. Xiang did not hold any directorship
with any public companies whose securities are listed on a stock exchange during the three years prior

to his appointment.

Mr. Xie Weichun (#/E%), aged 47, was appointed as an independent non-executive Director
of our Company on January 6, 2010. He served as an accountant, a manager and a partner of Fujian
Lixin Mindu Certified Public Accountants Limited (ff & 3715 [ &R & 51 il <555 i A BR/A 7]) (formerly
known as Fuzhou Accounting Firm (48 & 51 Hli 2 %5 fT)) since 1989. Mr. Xie received his diploma in
industrial and enterprise financial accounting from Fuzhou Technical School (4 T.2££44%) in July
1983. He received his diploma in statistics from Xiamen University (J& ] KX £) in April 1988. He also
received a certificate in a 4-day course for senior management of listed companies conducted by
Shenzhen Stock Exchange (IRINKEESE S i) in September 2007. Mr. Xie became a Certified Public
Accountant in the PRC (%[ 5E it € 51 Ffi) in December 1999. He received a qualification certificate
for senior accountant (= &% & 1 Flif%#%) by Fujian Provincial Personnel Department (&% & A F &)
in May 2007. Mr. Xie did not hold any directorship with any public companies whose securities are

listed on a stock exchange during the three years prior to his appointment.
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SENIOR MANAGEMENT

Mr. Li Yik Sang (ZZE4), aged 35, joined the Group in August 2009 and is the chief financial
officer, authorized representative and company secretary of our Company. Mr. Li served as an audit
assistant and a semi-senior auditor in Grant Thornton from November 2000 to December 2002. He
served as a staff accountant, senior accountant and manager in Ernst & Young from January 2003 to
January 2007. He had been the chief financial officer of China Packaging Group Company Limited
(stock code: 572) from January 2007 to July 2009. Mr. Li has approximately 10 years of experience
in auditing, finance and accounting. He received his bachelor’s degree in commerce from the
University of Queensland, Australia in December 1998. He received his master’s degree in commerce
(information systems) from the University of Queensland, Australia in August 2000. Mr. Li has been
a member of CPA Australia since April 1999 and was granted a certificate of certified practicing
accountant of CPA Australia in November 2006 and he has been a member of HKICPA since February
2007.

Mr. Luo Zhenye (##x2), aged 34, is the head of the marketing department of our Company.
He joined our Group as the marketing manager of Fujian Meike since March 2006. Mr. Luo has about
12 years of experience in the marketing industry. From March 1997 to January 2000, he served as an
operating officer in Guangzhou New Era Exhibition Co., Ltd. (& JHTi#7 4 )& % A R /A 7). From
March 2000 to December 2002, he served as a customer manager in Guangzhou Jindi Cultural
Propagation Advertisement Co., Ltd. (&M &# LM E L5 AR ). From March 2003 to
December 2005, he served as a customer manager in Longjuanfeng Film and Television Advertisement
Planning Co., Ltd. (BB & R 25 5 #1457 PR/ A]). Mr. Luo received his diploma in mechanical and
electrical engineering (# & LFEE B2 1/) from Nanchang Higher Junior College (B2 =% 2 &
) in June 1996.

Mr. Lin Kongfeng (% #.[Bl), aged 38, is the head of the accounting department of our Company.
He joined our Group in March 2006 as a manager of Fujian Meike’s accounting department. From
August 1991 to December 2003, he worked in the finance department in Fujian Provincial Datian
Taoyuan State-owned Forest Farm (ff & & K H Bk JR B A #35). From April 2005 to February 2006, he
served as an accounting manager in K-boxing Men’s Wear Stock Limited Company ($I%i % A
FRZyH]). Mr. Lin received his diploma in accounting from Xiamen University (1 K2%) in June
1999. He obtained the qualification certificate of middle level of accountant issued by the Ministry
of Finance of the PRC in December 2000.

Mr. Chen Shuzhun (FRBEZE), aged 33, is the head of the export department of our Company. Mr.
Chen has 11 years of experience in the sportswear industry in the PRC as he joined our Group in
September 1999 as a manager for the export department of Fujian Meike. Mr. Chen received his
diploma in business management from Liming Vocational University (32 B2 K 22) in June 1999. He
received the title of outstanding employer by the Chentai Town Commission of the Chinese
Communist Party and Chentai Town People’s Government in December 2004 and the title of
outstanding talented manager by the Chentai Town Commission of the Chinese Communist Party and

Chentai Town People’s Government in May 2006.
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Mr. Wang Dongrong (ER %), aged 31, is the head of the apparel research and development
department of our Company. Mr. Wang joined our Group in November 2003 as the manager for the
apparel department of Fujian Meike. Mr. Wang has 12 years of experience in the sportswear design
industry. From October 1997 to November 2000, he served as a designer of apparel in Quanzhou City
Kipone Apparel Co., Ltd. (S JH 7 f8 £ Iz fi A7 BR A 7]). From December 2000 to November 2003, he
served as the manager of the production department in Quanzhou City Huangxing Apparel Co., Ltd.
CRM TR B A A FR/AF]). Mr. Wang received his diploma in apparel design from Fujian Textile
Light Industry College (f& & %4k T3 24%) in September 1996.

Mr. Liu Xiaohong (ZIB4T), aged 40, is the head of research and development department for
footwear of our Company. He joined us in March 2005 as the manager for design and research
department for Fujian Meike. Mr. Liu has 17 years of experience in the sportswear design industry.
From October 1992 to December 1996, he served as a designer of footwear in Fujian Qinglu Footwear
Co., Ltd. (8% 78 tk =2 H FR/A 7). From March 1997 to January 2000, he served as a manager of the
design department in Daoqi (Fujian) Footwear Co., Ltd. (%I (% %) #: A fR /> 7). From February
2000 to February 2005, he served as the manager of the design department in Fujian Jinjiang City
Canhuang Footwear and Apparel Co., Ltd. (f& @ & VLT B IE #E IR 4 FR /A 7). He received the award of
national sports footwear design (%[ &) # % 5H4%) by the China Leather Industry Association
(P B Rz T2 W) in April 2003. Mr. Liu received his diploma in art from Sichuan University
(VU K2 in July 1992.

COMPANY SECRETARY

Mr. Li Yik Sang is our Company Secretary and please refer to his biography in the paragraphs

headed “Senior Management” above for details.
MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules requires that a new applicant applying for a primary listing on the
Stock Exchange must have a sufficient management presence in Hong Kong. This normally means that
at least two of its executive directors must be ordinarily resident in Hong Kong. Since the principal
business operations and manufacturing facilities of our Group are primarily located in China, the
senior management members of our Group are and will therefore continue to be based in China. At
present, Mr. Li Yik Sang, the company secretary and chief financial officer of our Company, is
ordinarily resident in Hong Kong and none of the executive Directors are ordinarily resident in Hong
Kong. We have applied to the Stock Exchange for a waiver from the strict compliance with the
requirement under Rule 8.12. For details of the waivers, please see the paragraph headed
“Management Presence” under the section headed “Waivers from compliance with the Listing Rules

and the Companies Ordinance” in this prospectus.
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STAFF

As at the Latest Practicable Date, our Group had a total of 2,111 full-time employees. The
following table shows a breakdown of employees of our Group by department as of the Latest
Practicable Date:

As of the Latest
Practicable Date

Number of Employees

Manufacture and production 1,860
Quality control 59
Sales and marketing 55
Design, research and development 48
Finance and accounting 24
Procurement 18
Logistics 16
Apparel 11
Management and administration 10
Others 10
Total 2,111

THE GROUP’S RELATIONSHIP WITH STAFF

We recognize the importance of a good relation with our employees. The remuneration payable
to the employees includes salaries and allowances. We continue to provide training for our staff to
enhance technical and product knowledge as well as knowledge of industry quality standards and work
place safety standards.

We have not experienced any significant problems with our employees or disruption to our
operations due to labor disputes, nor have we experienced any difficulties in the recruitment and
retention of experienced staff. Our Directors believe that we have a good working relationship with
our employees.

SOCIAL INSURANCES AND HOUSING FUNDS

We made contributions to mandatory social insurance funds for our employees to provide for
retirement, medical, unemployment, work-related injury and maternity benefits as required by the
PRC social security regulations. Our contributions to such social insurance funds for the three years
ended December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009 amounted
to approximately RMBO0.1 million, RMB1.6 million, RMB4.4 million and RMBO0.8 million,
respectively. Because the basis of our contribution for the nine months ended September 30, 2009 was
different from that of the financial year ended December 31, 2008, we made a provision of
approximately RMB1.5 million for our contribution to the social insurance fund for such period.
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REMUNERATION POLICY AND REMUNERATION OF DIRECTORS AND HIGHEST PAID
INDIVIDUALS DURING THE TRACK RECORD PERIOD

Our Directors and senior management receive compensation in the form of salaries, benefits in
kind and discretionary bonuses relating to the performance of our Group. We also reimburse them for
expenses which are necessarily and reasonably incurred for providing services to us or executing their
functions in relation to our operations. Upon and after Listing, the remuneration package will be

extended to include options granted or to be granted under the Share Option Scheme.

For the three financial years ended December 31, 2006, 2007 and 2008 and the nine months
ended September 30, 2009, the aggregate of the emoluments paid and other benefits granted to our
Directors by our Group were approximately RMBO0.4 million, RMBO0.7 million, RMB0.9 million and
RMBO0.8 million, respectively.

During the Track Record Period, no amount was paid or payable by our Group to the directors
as an inducement to join or upon joining our Group or as compensation for loss of office. There was
no arrangement under which a director waived or agreed to waive any remuneration during the Track
Record Period.

Save as disclosed in note 13 to the accountants’ report set out in Appendix I to this prospectus,
no other emoluments have been paid, or are payable, in respect of the three financial years ended
December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009 by us to our

Directors.

We estimate that the aggregate of the remuneration payable to, and benefits receivable by, our
Directors (excluding discretionary bonus) for the financial year ended December 31, 2009 would be
approximately HK$1.0 million. After listing, we currently intend to pay our Chairman, Mr. Ding, a
salary of RMB500,000 annually, to our executive Director and Fujian Meike’s general manager, Ms.
Ding, a salary of RMB300,000 annually, to each of our executive Directors, Mr. Sun Keqian and Mr.
Li Dongxing, a salary of RMB200,000 annually, to our other executive Directors each a salary of
RMB120,000 annually, and to our independent non-executive Directors each a salary of RMB35,000
annually. Under the arrangements currently in force, we estimate that the aggregate of the
remuneration payable to, and benefits receivable by, our Directors (excluding discretionary bonus) for

the financial year ending December 31, 2010 will be approximately RMB1.5 million.

For additional information on Directors’ remuneration during the Track Record Period as well as
information on the highest paid individuals, please refer to notes 13 and 14 to our consolidated

financial statements, included in the accountants’ report set out in Appendix I to this prospectus.
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OTHER BOARD COMMITTEES

Audit Committee

We established an audit committee pursuant to a resolution of our Directors passed on January
6, 2010 in compliance with Rule 3.21 of the Listing Rules. The primary duties of the audit committee
are mainly to review the material investment, capital operation and material financial system of our
Company; to review the accounting policy, financial position and financial reporting procedures of our
Company; to communicate with external audit firms; to assess the performance of internal financial
and audit personnel; and to assess the internal control of our Company. At present, the audit committee
of our Company consists of all the independent non-executive Directors, who are Mr. Xie Weichun,
Mr. Yang Chengjie and Mr. Xiang Shimin. Mr. Xie Weichun is the chairman of the audit committee.

Remuneration Committee

We established a remuneration committee on January 6, 2010 with written terms of reference.
The primary duties of the remuneration committee include: (i) reviewing the terms of the remuneration
package of each Director and member of senior management and making recommendations to the
Board regarding any adjustment thereof; (ii) reviewing and evaluating the performance of individual
executive Directors for determining the amount of bonus (if any) payable to them; and (iii)
considering the grant of options to Directors pursuant to the Share Option Scheme. No Director shall
participate in any discussion about his or her own remuneration. The remuneration committee consists
of three members, namely Mr. Ding Siqiang, Mr. Xiang Shimin and Mr. Xie Weichun. Mr. Ding

Sigiang is the chairman of the remuneration committee.

Nomination Committee

We established a nomination committee on January 6, 2010 with written terms of reference. The
primary duties of the nomination committee include the review of the structure, size and composition
(including the skills, knowledge and experience) of the Board on a regular basis and to make
recommendations to the Board regarding any proposed change, identify individuals suitably qualified
to become board members and select or make recommendations to the Board on the selection of,
individuals nominated for directorships, assess the independence of independent non-executive
Directors. The nomination committee of our Company consists of three members, namely Mr. Ding
Siqiang, Mr. Xiang Shimin and Mr. Yang Chengjie. Mr. Ding Siqiang is the chairman of the

nomination committee.
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COMPLIANCE ADVISOR

We have appointed China Merchants Securities (HK) Co., Limited as our compliance advisor
pursuant to Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the

compliance advisor will advise us on the following matters:

(i) the publication of any regulatory announcement, circular or financial report;

(i1)) where a transaction, which might be a notifiable or connected transaction, is contemplated

including share issues and share repurchases;

(iii) where we propose to use the proceeds of the Share Offer in a manner different from that
detailed in this prospectus or where its business activities, developments or results deviate

from any forecast, estimate, or other information in this prospectus; and

(iv) where the Stock Exchange makes an inquiry of us regarding unusual movements in the price

or trading volume of the Shares of our Company.

The term of the appointment shall commence on the Listing Date and end on the date on which
we distribute our annual report in respect of our financial results for the first full financial year
commencing after the Listing Date and such appointment may be subject to extension by mutual

agreement.
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So far as our Directors are aware, the following persons will, immediately following completion

of the Capitalization Issue and the Share Offer (without taking into account any Shares which may be

issued upon the exercise of the Over-allotment Option, any options that may be granted under the

Share Option Scheme or the arrangements under the Stock Borrowing Agreement), have interests or

short

positions in the Shares or underlying Shares which would fall to be disclosed to us and the Stock

Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will be directly

or indirectly, interested in 10% or more of the nominal value of any class of share capital carrying

rights to vote in all circumstances at general meetings of any other member of our Group:

Approximate

Number of percentage of

Name Capacity/Nature of interest Shares held shareholding

Glory Hill Beneficial owner 562,500,000 56.25%

Mr. Ding Interest in controlled 562,500,000 56.25%

corporation (Note 1)

Ms. Ding Interest of spouse (Note 2) 562,500,000 56.25%

Deep Wealth Resources Limited Beneficial owner 75,000,000 7.5%

Mr. Ding Jinbo (T & 5EH) Interest in controlled 75,000,000 7.5%
(Notes 3 & 4) corporation

Bromyard Investments Limited Beneficial owner 75,000,000 7.5%

Mr. Ding Haibo (T W 5E4) Interest in controlled 75,000,000 7.5%
(Notes 3 & 5) corporation

Notes:

()

(2)

(3)

(4)

(5)

Mr. Ding owns the entire issued share capital of Glory Hill, which owns 56.25% equity interest in our Company.
Therefore, Mr. Ding is deemed or taken to be interested in all the Shares which are beneficially owned by Glory Hill
for the purpose of the SFO. Mr. Ding is the sole director of Glory Hill.

Ms. Ding is the spouse of Mr. Ding. Therefore, Ms. Ding is deemed or taken to be interested in all the Shares in which
Mr. Ding is interested for the purpose of the SFO.

Mr. Ding Jinbo (T 4% %64) and Mr. Ding Haibo (T 1% JE4F) are the sons of Mr. Ding and Ms. Ding.

Mr. Ding Jinbo (] 4 ¥ 5E4:) owns the entire issued share capital of Deep Wealth Resources Limited, which owns 7.5%
equity interest in our Company. Therefore, Mr. Ding Jinbo (1 4554 ) is deemed or taken to be interested in all the
Shares which are beneficially owned by Deep Wealth Resources Limited for the purpose of the SFO. Mr. Ding Jinbo
(T4 %e4) is the sole director of Deep Wealth Resources Limited.

Mr. Ding Haibo (T ¥ J£5E%E) owns the entire issued share capital of Bromyard Investments Limited, which owns 7.5%
equity interest in our Company. Therefore, Mr. Ding Haibo ( J Wi J2/E) is deemed or taken to be interested in all the
Shares which are beneficially owned by Bromyard Investments Limited for the purpose of the SFO. Mr. Ding Haibo
(T 564 is the sole director of Bromyard Investments Limited.
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Save as disclosed above, our Directors are not aware of any other persons who will, immediately
following completion of the Capitalization Issue and the Share Offer (without taking into account any
Shares which may be issued upon the exercise of the Over-allotment Option, any options that may be
granted under the Share Option Scheme or the arrangements under the Stock Borrowing Agreement),
have interests or short positions in the Shares or underlying Shares which would fall to be disclosed
to us and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
will be directly or indirectly, interested in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of our Company or any of our

subsidiaries.
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Assuming the Over-allotment Option is not exercised at all, and without taking into account any
Shares which may be issued upon the exercise of any options that may be granted under the Share
Option Scheme, our issued share capital immediately following the Share Offer will be as follows:

HK$

Authorized share capital:
10,000,000,000  Shares 100,000,000.00

Issued and to be issued, fully paid or credited as fully paid upon completion of the Share Offer:

HK$

1,000,000  Shares in issue at the date of this prospectus 10,000.00

749,000,000  Shares to be issued pursuant to the Capitalization Issue 7,490,000.00

250,000,000  Shares to be issued pursuant to the Share Offer 2,500,000.00
Total:

1,000,000,000  Shares 10,000,000.00

Assuming the Over-allotment Option is exercised in full, and without taking into account any
Shares which may be issued upon the exercise of any options that may be granted under the Share

Option Scheme, our issued share capital immediately following the Share Offer will be as follows:

HK$

Authorized share capital:
10,000,000,000  Shares 100,000,000.00

Issued and to be issued, fully paid or credited as fully paid upon completion of the Share Offer:

HK$
1,000,000  Shares in issue at the date of this prospectus 10,000.00
749,000,000  Shares to be issued pursuant to the Capitalization Issue 7,490,000.00
250,000,000  Shares to be issued pursuant to the Share Offer 2,500,000.00
37,500,000  Shares to be issued upon exercise of the Over-allotment 375,000.00
Option in full
Total:

1,037,500,000  Shares 10,375,000.00
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RANKING

The Offer Shares will rank pari passu in all respects with all the Shares now in issue or to be
issued as mentioned in this prospectus, and, in particular, will qualify in full for all dividends or other
distributions declared, made or paid on the Shares in respect of a record date which falls after the date

of Listing other than participation in the Capitalization Issue.

CAPITALIZATION ISSUE

Pursuant to the resolutions of our Shareholders passed on January 6, 2010, subject to the share
premium account of our Company having sufficient balance, or otherwise being credited as a result
of the issue of Offer Shares pursuant to the Share Offer, our Directors are authorized to allot and issue
a total of 749,000,000 Shares credited as fully paid at par to the holders of Shares on the register of
members of our Company at the close of business on January 5, 2010 in proportion to their respective
shareholdings (save that no Shareholder shall be entitled to be allotted or issued any fraction of a
Share) by way of capitalization of the sum of HK$7,490,000 standing to the credit of the share
premium account of our Company, and the Shares to be allotted and issued pursuant to this resolution

shall rank pari passu in all respects with the existing issued Shares.

GENERAL MANDATE TO ISSUE SHARES

Conditional on the conditions as stated in “Structure and Conditions of the Share Offer” of this
prospectus, our Directors have been granted a general unconditional mandate to allot, issue and deal
with Shares and to make or grant offers, agreements or options which might require such Shares to
be allotted and issued or dealt with subject to the requirement that the aggregate nominal value of the
Shares so allotted and issued or agreed conditionally or unconditionally to be allotted and issued
(otherwise than pursuant to a rights issue, or scrip dividend scheme or similar arrangements, or a

specific authority granted by our Shareholders) shall not exceed:

(a) 20% of the aggregate nominal value of the share capital of our Company in issue
immediately following the completion of the Share Offer and the Capitalization Issue; and

(b) the aggregate nominal value of the share capital of our Company repurchased pursuant to
the authority granted to our Directors referred to in “General Mandate to Repurchase

Shares” below.

This mandate does not cover Shares to be allotted, issued, or dealt with under a rights issue or
upon the exercise of the Over-allotment Option or the options which may be granted under the Share

Option Scheme. This general mandate to issue Shares will remain in effect until:

(a) the conclusion of our Company’s next annual general meeting;
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(b) the expiration of the period within which our Company’s next annual general meeting is

required to be held by any applicable laws or the Articles of Association; or

(c) it is varied or revoked by an ordinary resolution of our Shareholders at general meeting,
whichever is the earliest.

For further details of this general mandate, please refer to “A. Further Information about our
Company — 3. Written resolutions of all our Shareholders passed on January 6, 2010 in Appendix
VI to this prospectus.

GENERAL MANDATE TO REPURCHASE SHARES

Conditional on conditions as stated in “Structure and Conditions of the Share Offer” of this
prospectus, our Directors have been granted a general unconditional mandate to exercise all our
powers to repurchase Shares (Shares which may be listed on the Stock Exchange or on any other stock
exchange which is recognized by the SFC and the Stock Exchange for this purpose) with an aggregate
nominal value of not more than 10% of the aggregate nominal value of our Company’s share capital
in issue immediately following the completion of the Capitalization Issue and the Share Offer
(excluding Shares which may be issued under the Over-allotment Option or pursuant to the exercise
of the options which may be granted under the Share Option Scheme).

This mandate only relates to repurchases made on the Stock Exchange, or on any other stock
exchange on which the Shares may be listed (and which is recognized by the SFC and the Stock
Exchange for this purpose), and made in connection with all applicable laws and regulations and the
requirements of the Listing Rules. A summary of the relevant Listing Rules is set out in the sub-section
headed “Repurchases of our Shares by our Company” in Appendix VI to this prospectus.

The general mandate to repurchase Shares will remain in effect until:

(i) the conclusion of our Company’s next annual general meeting;

(i) the expiration of the period within which our Company’s next annual general meeting is

required to be held by any applicable laws or the Articles of Association; or

(ii1) it is varied or revoked by an ordinary resolution of our Shareholders at general meeting,

whichever is the earliest.

For further details of this general mandate, please refer to “A. Further Information about our
Company — 3. Written resolutions of all our Shareholders passed on January 6, 2010” in Appendix
VI to this prospectus.
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SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme. Details of the principal terms of the
Share Option Scheme are summarized in the sub-sections headed “D. Share Option Scheme” as set out

in Appendix VI to this prospectus.

Our Group does not have any outstanding share options, warrants, convertible instruments,

pre-IPO share options or similar rights convertible into the Shares as at the Latest Practicable Date.
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During the Track Record Period, we have entered into a number of related party transactions,
details of which are set out in note 32 to the accountants’ report set out in Appendix I to this
prospectus. Our Directors have confirmed that these related party transactions were conducted in the
ordinary course of business and on normal commercial terms. Save as described below, these related
party transactions have discontinued before the Latest Practicable Date. These related party
transactions, if continue after the Listing, may constitute connected transactions under the Listing
Rules.

Following the Listing, the following transactions will continue between our Group and the
relevant connected persons (as defined in the Listing Rules), which will constitute continuing
connected transactions under the Listing Rules.

EXEMPT CONTINUING CONNECTED TRANSACTION

The following transactions have been carried out by our Group and our connected person during
the Track Record Period and are expected to continue following the Listing. The transactions will
constitute continuing connected transactions which are exempt from all reporting, announcement and
independent shareholders’ approval requirements set out in Chapter 14A of the Listing Rules upon
Listing:

Property Lease Agreements

On January 6, 2010, Henggiang (China) Co., Ltd. (fE5(FE)A R/ Hl) (the “Lessor”) and
Fujian Meike entered into a property lease agreement pursuant to which Fujian Meike agreed to lease
from the Lessor premises of a gross floor area of approximately 10,172.50 square meters situated at
Xibian Village, Chendai Town, Jinjiang City, Fujian Province, the PRC for use as warehouse and
workshop for a term commencing on January 6, 2010 and ending on December 31, 2012 at an
aggregate rental of approximately RMB610,350, RMB610,350 and RMB 610,350 for the three years
ending December 31, 2010, 2011 and 2012, respectively. This property lease agreement supersedes the
property lease agreements entered into between the Lessor and Fujian Meike dated January 25, 2009
regarding the above premises and December 25, 2006 regarding premises of a gross floor area of
approximately 8,409.58 square meters situated at Xibian Village, Chendai Town, Jinjiang City, Fujian
Province, the PRC. Rent paid by Fujian Meike to the Lessor for the three years ended December 31,
2006, 2007 and 2008 and the nine months ended September 30, 2009 were approximately RMBO,
RMB555,032, RMB555,032 and RMB493,843, respectively. The rent payable under each of these
property lease agreements was determined with reference to the prevailing market rate.

On January 6, 2010, the Lessor and Fujian Meisike entered into a property lease agreement
pursuant to which Fujian Meisike agreed to lease from the Lessor premises of a gross floor area of
approximately 3,001.25 square meters situated at Xibian Village, Chendai Town, Jinjiang City, Fujian
Province, the PRC for use as warehouse and workshop for a term commencing on January 6, 2010 and
ending on December 31, 2012 at an aggregate rental of approximately RMB180,075, RMB 180,075 and
RMB180,075 for the three years ending December 31, 2010, 2011 and 2012, respectively. This
property lease agreement supersedes the property lease agreement entered into between the Lessor and
Fujian Meisike dated February 22, 2007 regarding the same premises. Rent paid by Fujian Meisike to
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the Lessor for the three years ended December 31, 2006, 2007 and 2008 and the nine months ended
September 30, 2009 were approximately RMB0O, RMB165,069, RMB198,083 and RMB148,562,
respectively. The rent payable under these property lease agreements was determined with reference

to the prevailing market rate.

The Lessor is wholly-owned by Heng Qiang (International) Limited (e (BB A BRA R,
which is owned as to 80% and 20% by Mr. Ding and Mr. Huang Tzu Jan (8 H %8 Jc4E), respectively.
Mr. Ding is our Chairman, an executive Director and our substantial shareholder, and is therefore our
connected person for the purpose of the Listing Rules. Mr. Huang Tzu Jan (3% H/R%EH) is the
brother-in-law of Mr. Ding. The transactions contemplated under the property lease agreements will
constitute continuing connected transactions for us under Chapter 14A of the Listing Rules upon the

Listing.

Given that the aggregate annual rental payable under the property lease agreements referred
above is less than HK$1,000,000 and none of the percentage ratios, on an annual basis, equals or
exceeds 2.5%, and that they were entered into in the ordinary and usual course of business of our
Group, the transactions are exempt continuing connected transactions of the Company pursuant to
Rule 14A.33(3)(b) of the Listing Rules, which are not subject to any disclosure or shareholders’

approval requirement.

BMI Appraisals Limited, an independent property valuer, has confirmed that the total rent
payable under the property lease agreements referred above is comparable to the current market rent.
Our Directors (including our independent non-executive Directors) and the Sponsor have confirmed
that the terms of the property lease agreements (including the annual caps) were entered into in the
ordinary and normal course of our business and on normal commercial terms which are fair and

reasonable and in the interests of our Company and Shareholders as a whole.
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Potential investors should read the following discussion and analysis of our financial
condition as of December 31, 2006, 2007 and 2008 and as of September 30, 2009 and results of
operations together with our consolidated financial information for the financial years ended
December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2008 and 2009 and
the accompanying notes included in the accountants’ report set out in Appendix I to this prospectus.
Our consolidated financial information as of and for the nine months ended September 30, 2008 has
not been audited but reviewed by our reporting accountants. Our consolidated financial statements
have been prepared in accordance with HKFRSs. Potential investors should read the whole of the
accountants’ report set out in Appendix I to this prospectus and not rely merely on the information
contained in this section. For additional information regarding these risks and uncertainties,
please refer to the section headed “Risk Factors” in this prospectus.

OVERVIEW

We are one of the fast-growing domestic branded sportswear enterprises in the PRC in terms of
sales of branded products. We design, develop, produce, market and distribute leisure sportswear
products, including footwear and apparel, under the Meike brand. We also design, develop, market and
distribute sports accessories under the Meike brand. According to Frost & Sullivan, we ranked tenth
among the leading domestic sports footwear suppliers in terms of footwear revenue including domestic
sales, OEM income, and export in 2008 in China, for details, please refer to the information set out
in the sub-paragraph headed “the sports footwear market” in the section headed “Industry Overview”
in this prospectus. In terms of sales of apparel products, we recorded a CAGR of approximately
406.0% in 2008 as compared to 2006. During the Track Record Period, we established and expanded
our distribution network of our Meike branded products, starting from 59 counters under
concessionary arrangement with department stores as of January 1, 2006 to 1,318 Meike outlets owned
or oversaw by our distributors, which sell our Meike products exclusively in 22 provinces,
autonomous regions and municipalities, and more than 514 districts, counties, and county-level cities
in the PRC as of the Latest Practicable Date.

We started our business in 1999 as a producer of soles for domestic footwear producers. We
commenced our footwear export business through domestic export companies since 2001 and our sales
of Meike branded products to the domestic market in the PRC in 2003.

Prior to year 2006, we sold our Meike branded products primarily to retailers and through
department stores in the domestic market of the PRC. Beginning in 2006, as our management saw
greater growth opportunity in domestic market we changed our business model and sold substantially

all our Meike branded products to our distributors.

Other than our Meike branded products, we also sell footwear to overseas customers and export
companies. The sales of such export products were the major source of our revenue in the early years
of our Track Record Period but their importance had been diminishing towards the end of our Track
Record Period in view of the substantial growth of our Meike branded business. For the three years
ended December 31, 2006, 2007, 2008 and the nine months ended September 30, 2009, our revenues
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from export sales were approximately RMB132.5 million, RMB189.5 million, RMB136.5 million and
RMB74.1 million, accounting for 73.2%, 57.7%, 37.3% and 21.3% of our total revenues during the
same periods, respectively. Our export products were sold ultimately to countries including Germany,

the United States, Netherland, Switzerland, Turkey, Argentina, France, South Africa and Poland.

All of our Meike footwear and export footwear were manufactured at our production facilities
in Huian and Jinjiang, Quanzhou City, Fujian Province. We manufactured approximately 5.4 million,
7.6 million, 5.7 million and 4.6 million pairs of sports footwear during the three financial years ended
December 31, 2006, 2007 and 2008 and the nine months ended September 30, 2009, respectively. We
also produced a portion of our Meike apparel products at our production facilities in Huian, Fujian
Province since July 2008. For the nine months ended September 30, 2009, 21.3% of our Meike
apparels was manufactured at our aforesaid production facilities. We outsource production of all our

Meike accessories under contract manufacturing arrangements.

Our revenue for the financial year ended December 31, 2006, 2007 and 2008 were RMB180.9
million, RMB328.7 million and RMB365.6 million, respectively. Our gross profit for the financial
year ended December 31, 2006, 2007 and 2008 were RMB48.6 million, RMB101.8 million and
RMBI119.2 million, respectively. Our total comprehensive income for the financial year ended
December 31, 2006, 2007 and 2008 were RMB23.1 million, RMB57.4 million and RMB56.4 million,
respectively. Our revenue for the nine months ended September 30, 2008 and 2009 were RMB305.1
million and RMB348.4 million, respectively. Our gross profit for the nine months ended September
30, 2008 and 2009 were RMB99.0 million and RMBI116.8 million, respectively. Our total
comprehensive income for the nine months ended September 30, 2008 and 2009 were RMB54.2
million and RMB62.6 million, respectively.

BASIS OF PRESENTATION OF FINANCIAL INFORMATION

Our consolidated statements of comprehensive income, consolidated statements of changes in
equity, and consolidated statements of cash flows as set out in Appendix I to this prospectus for the
Track Record Period included the results of operations of our Group of which we are comprised (or
where the companies were incorporated/established at a date later than January 1, 2006, for the period
from the date of incorporated/established to September 30, 2009) as if the current group structure had
been in existence throughout the Track Record Period. Our consolidated statements of financial
position as of December 31, 2006, 2007 and 2008 and September 30, 2009 as set out in Appendix I
to this prospectus have been prepared to present the state of affairs of the companies of which we are
comprised as of those dates, as if the current group structure had been in existence as of the respective

dates.

The consolidated financial information included in the accountant’s report in Appendix I to this
prospectus has been prepared in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs”) promulgated by the Hong Kong Institute of Certified Public Accountants (“HKICPA™),
the disclosure requirements of the Hong Kong Companies Ordinance and the applicable disclosure

provisions of the Listing Rules. HKFRSs include HKASs and Interpretations.
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We did not prepare consolidated financial statements previously. This is our first HKFRSs
consolidated financial information, and HKFRS 1 “First-time adoption of Hong Kong Financial
Reporting Standards” has been applied.

During the Track Record Period, the HKICPA issued a number of new and revised HKFRSs. For
the purpose of preparing the financial information, we have adopted all of these new and revised
HKFRSs applicable to the Track Record Period, except for any new standards or interpretations that
are not yet effective for the accounting periods beginning on or after January 1, 2009. See note 2 to

the consolidated financial statements in Appendix I to this prospectus.

Inter-group balances and transactions are eliminated in full in preparing the consolidated

financial information.

FACTORS AFFECTING OUR FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Our financial condition and results of operation have been and will continue to be affected by

a number of factors, including those factors discussed below, some of which are beyond our control.

Consumer demand for sportswear in the PRC

Consumer demand in PRC for sportswear is one of the key drivers of our revenues from sales
of our Meike products and depends in large part on the general economic conditions in the PRC, the
growth in disposable income of residents of the PRC and consumption patterns in the PRC. The
increase in the purchasing power of PRC residents is expected to enhance the consumers’ degree of
preference purchase of sportswear products that has a recognized brand, which may improve our
results of operations. Our growth also depends on the existence and the continuation of consumer
spending preferences for sportswear in the PRC. However, changes in consumption patterns and
preferences in the PRC or a less than expected increase in consumer spending for sportswear products

may materially and adversely affect our financial condition and results of operations.

Our ability to maintain our competitive strengths

The demand for sportswear in the PRC has grown rapidly in recent years, in line with the general
economic growth of the PRC. We believe that our industry is highly competitive in the PRC and will
continue to be so in the near future. Competitors in the sportswear industry in the PRC market include
both international and domestic brands, which compete in brand loyalty, product variety, product
design, product quality, marketing and promotion, distribution networks, price and the ability to meet
delivery commitments to distributors and authorized retailers. We will continue to maintain and
enhance our competitive strengthens, such as our innovative design, innovative marketing and
promotion strategies and fast-growing distribution network in order to meet the industry competition

and to offer quality and innovative products to our customers.
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Our ability to continuously maintain and enhance our Meike brand recognition

Our financial condition and results of operations will be affected by our ability to continuously
maintain and enhance recognition of our Meike brand. In particular, we believe that our success will
depend on our ability to implement our innovative multimedia marketing and promotion strategies and
improve our authorized distributors and retail outlets in terms of size, location and layout. For the
financial years ended December 31, 2006, 2007 and 2008 and nine months ended September 30, 2009,
our advertising and marketing expenses incurred were approximately RMB1.5 million, RMB6.9
million, RMB14.3 million and RMB4.8 million, accounted for approximately 0.8%, 2.1%, 3.9% and
1.4% of our total revenue, respectively. We intend to increase our expenditure in advertising and
marketing in order to strengthen our brand and market position in future. If we are unsuccessful in
promoting our Meike brand or fail to maintain our brand position, market perception and consumer
acceptance of our Meike brand may be eroded, and our business, financial condition, results of
operations and prospects may be materially and adversely affected.

Our ability to continue to expand and develop the distribution network

Prior to 2006, we sold our Meike branded products primarily to retailers and through department
stores in the domestic market of the PRC. Beginning in 2006, we established a distributorship business
model, under which we sell our Meike branded products to our Meike distributors, who in turn sell
our Meike branded products in Meike distributor outlets directly operated by them or to third party
Meike retailers which then sell our Meike branded products to consumers in their Meike outlets. We
believe that our rapid growth in the PRC market was attributable to our ability to leverage the
resources of our distributors after adoption the new business model in 2006. However, we cannot
assure that the rapid growth since the adoption of our new business model in 2006 will be sustainable
or achieved at all in the future. Our financial condition and results of operations will be affected by
our ability to expand and optimise our network of distributors, and the ability of our distributors and
authorized retailers to further enhance the network of Meike authorized retail outlets being operated
within their exclusive geographical regions. If we fail to expand and develop the distribution network
of our Meike branded products, our financial condition and results of operations may be materially and
adversely affected. See “Risk Factors — Our Meike brand have a limited history in the branded
sportswear industry and we may not be successful in expanding our distributorship network™ and
“Risk Factors — We rely our Meike distributors to oversee Meike retailers of Meike branded products
and to expand the Meike retail network”.

Our ability to maintain our internal and external production

We attained a utilization rate of our footwear production facilities of approximately 94.7%,
100.0%, 66.3% and 60.0% of our footwear products in terms of production volume at our own product
facilities, located in Jinjiang City, Fujian Province, the PRC, for the financial years ended December
31, 2006, 2007 and 2008 and the nine months ended September 30, 2009, respectively. Although we
are still below the maximum designed capability for our footwear production facilities, if the market
demand increases suddenly, we may not be able to increase our production capacity to meet the market
demand. In addition, a portion of the production of most of our apparel products and all our
accessories are outsourced to our third party contract manufacturers. If there is a sudden increase in
market demand, we may not be able to increase our production capacity or locate additional contract
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manufacturers for apparels and accessories in a short time. As a result, we may fail to meet the market
demand and our business will be adversely affected. Our financial condition and results of operations
will be significantly affected by our ability to maintain strong production capacity and our flexibility
in making effective use of our internal production and contract manufacturers.

Cost of raw materials

Cost of raw materials is the largest component of the cost of sales, which accounted for
approximately 75.1%, 71.2%, 59.7% and 63.8% of our total cost of sales for each of the three years
ended December 31, 2006, 2007, 2008 and the nine months ended September 30, 2009. Amongst the
various raw materials used by us, fabrics and rubber are the key raw materials and together accounted
for approximately 52.0%, 43.4%, 50.7% and 36.6% of our total raw material costs for each of the three
years ended December 31, 2006, 2007, 2008 and the nine months ended September 30, 2009.
Fluctuation of the percentage of cost of fabrics and rubber to total raw materials during the Track
Record Period was primarily due to the change in our products design, orders received for each model
of footwear and the type and specification of raw materials used for production in each year/period.
For instance, the decrease in the cost of fabrics and rubber from 52.0% to the total raw materials costs
in the financial year ended December 31, 2006 to 43.4% in the financial year ended December 31,
2007 when the production of cloth shoes and fashion shoes decrease which lead to the reduction in
usage of fabrics and rubber for the financial year ended December 31, 2007. On the other hand, the
increase in the cost of fabrics and rubber from 50.7% to the total raw materials costs for the financial
year ended December 31, 2008 from that of 2007 was primarily due to the increase in production of
running shoes, which increased the consumption of fabrics. For the nine months ended September 30,
2009, production of running shoes for export business dropped and lead to the decrease in usage of
fabrics and rubber, which lower their proportion in total raw materials costs from 50.7% for the
financial year ended December 31, 2008 to 36.6% during this period.

The type and specification of raw materials used for production during the Track Record Period
varied in line with our changes in products design during the same period. We price our products based
on our estimated margin and cost of such products. We take into account the cost of raw materials
during our design process of footwear. If the price of certain raw material increases substantially, we
may consider replacing such raw materials with other materials to achieve our desirable cost level,
provided such raw material is fungible and will not affect the functionality of such footwear, such as
certain fabrics used on the upper. If the price of certain cloth increases, we may still have the
flexibility to replace such cloth with other cloth which has a different composition and is lower in cost

to achieve our desired cost level, although to a limited extent.

The cost of some of our key raw materials depends mainly on the general market conditions of
the PRC market, and to some extent, depends on the oil prices, purchase volume and availability of
substitute materials. Increase in the cost of such raw materials and our inability to pass on any surge
in raw materials costs to our customers by increasing the suggested retail prices of our products or
increasing the average wholesale selling price to our distributors may materially and adversely affect
our cost of sales and our gross profit margin. See also the paragraphs headed “The prices for the raw
materials and the costs for labor may increase” under the section headed “Risk Factors—Risks
Relating to Our Group’s Business” in this prospectus.
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Pricing of our product

Prices of our products at which our distributors or consumers are willing to purchase our
products are mainly driven by factors such as pricing of our competitors, purchasing power of
consumers and general economic conditions, all of which are beyond our control. For our Meike
branded products sold to our distributors, the prices of our Meike branded products were set by us
prior to our sales fair and are subject to adjustment depending on the volume of purchase orders and
feedback received from the Meike distributors. Under our new distributorship business model, we sell
our products to all of our distributors at a uniform discount to the suggested retail price of the
products. Our distributor then sell our products either at their outlets at the suggested retail prices or
sell our Meike branded products to the Meike retailers they oversee at wholesale prices recommended
by us, which we consider to be a reasonable margin for the distributors and retailers. If we fail to
implement the suggested retail pricing system or if we are unable to maintain selling prices of our
products at desired levels, the market value of our Meike brand could be eroded and the public
perception of our brand may deteriorate, which could have a material adverse effect on our business,
financial condition, results of operations and prospects.

Our ability to maintain our overseas sales

Our export products are sold indirectly to overseas customers in different countries, which
include Germany, the United States, Switzerland, Netherland, France, Argentina and Poland. Our
export sales fluctuate during the Track Record Period due to various factors including economic
conditions of the market where our products were sold to. In addition, some of such countries may
implement anti-dumping measures to exclude footwear products in order to protect their local
manufacturing industry. A number of such countries passed standards relating to security, hygiene
technology and environment which adversely affected on the importation of shoes from PRC. We have
no control on our export sales and any substantial drop in such sales may materially and adversely

affect our financial condition and results of operations.

Level of income tax and preferential tax treatment

Our profit attributable to our Shareholders is affected by the level of income tax that we pay and
the level of preferential tax treatment to which we may entitled. On March 16, 2007, the National
People’s Congress of the PRC promulgated the Enterprise Income Tax Law of the PRC (the “New Tax
Law”), which came into effect on January 1, 2008 and supersedes both the Foreign-invested
Enterprise and Foreign Enterprise Income Tax Law of the PRC and the Provisional Regulations on
Enterprise Income Tax of the PRC (the “Old Tax Regime”). The New Tax Law consolidates the two
separate tax regimes for domestic enterprises and foreign-invested enterprises and imposes a unified
enterprise income tax rate of 25% for both types of enterprises.

Under the New Tax Law, foreign-invested enterprises that enjoyed a preferential tax rate prior
to the New Tax Law’s promulgation will gradually transit to the new tax rate over five years from
January 1, 2008. Foreign-invested enterprises that enjoyed a tax rate of 24% will have their tax rate
increased to 25% in 2008. Enterprises which enjoyed a fixed period of tax exemption and reduction
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prior to the New Tax Law’s promulgation will continue to enjoy such preferential tax treatment until
the expiry of such prescribed period, and for those enterprises whose preferential tax treatment has not
commenced before due to lack of profit, such preferential tax treatment has commenced from January
1, 2008.

Under the Old Tax Regime and as approved by the relevant tax authorities, Fujian Meisike, a
foreign-invested enterprise, was exempted from the enterprise income tax for its first two profitable
years commencing from January 1, 2007, and thereafter was entitled to a 50% reduction in the
enterprise income tax for the subsequent three years until December 31, 2011. Fujian Meisike enjoyed
a full exemption from enterprise income tax in 2007 and 2008, which had a significant positive effect
on our profit after taxation during the financial years ended December 31, 2007 and 2008. Under the
New Tax Law, Fujian Meisike enjoys a 50% reduction of the phased-in enterprise income tax rate of
25% until December 31, 2011 and will thereafter be subject to a 25% tax rate.

Under the New Tax Law, Quanzhou Meike is exempted from the enterprise income tax
commencing from January 1, 2008 and thereafter is entitled to a 50% reduction in the phased-in
enterprise income tax rate of 25% for the subsequent three years until December 31, 2012. We expect
that upon the expiry of the full exemption from the enterprise income tax currently enjoyed by
Quanzhou Meike, the tax rate applicable to Quanzhou Meike will increase from 2010 onwards and will

further increase from 2013 following the expiry of the above preferential tax treatment.

Under the New Tax Law, the enterprise income tax rate applicable to Fuzhou Meikesen has
reduced from 33% to 25% since January 1, 2008, which had a positive effect on our profit after
taxation during the financial year ended December 31, 2008.

Under the New Tax Law, if an enterprise incorporated outside the PRC has its “effective
management” located within the PRC, such enterprise may be recognized as a PRC tax resident
enterprise and be subject to the unified enterprise income tax rate of 25% for its worldwide income.
Our members that are not incorporated in the PRC may in the future be recognized as a PRC tax
resident enterprise according to the New Tax Law by the PRC taxation authorities. According to the
New Tax Law, dividends received by a qualified PRC tax resident from another PRC tax resident are
exempted from enterprise income tax. However, given the limited history of the New Tax Law, it
remains unclear as to the detailed qualification requirements for such exemption and whether
dividends declared and paid by our members in the PRC to their overseas holding companies will be

exempted from enterprise income tax if they are recognized as PRC tax residents.

In addition, under the New Tax Law and its implementation rules, our Company may in the future
be recognized as a PRC tax resident enterprise by the PRC taxation authorities, capital gains realized
by foreign Shareholders from sales of our Shares and dividends on our Share payable to foreign
Shareholders may be regarded as income from “sources within the PRC” and therefore become subject

to a 10% withholding income tax.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial information in conformity with HKFRS requires us to make
judgments, estimates and assumptions that affect the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which form the basis of making the judgments about carrying values of
assets and liabilities that are not readily apparent from other sources. Actual results may differ from

these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both

current and future periods.

The accounting policies set out below have been applied consistently to all periods presented in
the financial statement.

Revenue recognition

We measured at fair value of the consideration received or receivable and represents amounts
receivable for goods provided and services rendered in the normal course of business, net of discounts

and sales related taxes.

° Sales of goods — Revenue is recognized when the goods are delivered and titles have
passed.
° Interest income — Interest income from a financial asset excluding financial assets at fair

value through profit or loss is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset to

that asset’s net carrying amount.

° Government grants — Government grants relating to costs are deferred and recognized in
the consolidated statements of comprehensive income over the period necessary to match
them with the costs that they are intended to compensate and are presented separately from
the costs. Government grants relating to the purchase of assets are included in non-current
liabilities as deferred government grants and are recognized in the consolidated statements
of comprehensive income on a straight line basis over the expected lives of the related
assets.
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Impairment of trade receivables

We estimate impairment losses for trade receivables resulting from the inability of the
distributors to make the required payments. We base the estimates on the aging of the trade receivable
balance, distributors’ credit-worthiness, and historical write-off experience. If the financial condition
of the customers were to deteriorate, actual write-offs would be higher than estimated.

Inventories

Inventories are carried at the lower of cost and net realizable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location and
condition.

Net realizable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale. When inventories
are sold, the carrying amount of those inventories is recognized as an expense in the period in which
the related revenue is recognized. The amount of any write-down of inventories to net realizable value
and all losses of inventories are recognized as an expense in the period the write-down or loss occurs.
The amount of any reversal of any write-down of inventories is recognized as a reduction in the
amount of inventories recognized as an expense in the period in which the reversals occur.

We conduct physical stock counts at the end of each financial year and we record a specific
provision if the estimate of the net realizable value of any inventory is below the corresponding cost

of such inventory, as a result of, among other things, being obsolete or damaged.

Property, plant and equipment

We state items of property, plant and equipment including buildings held for use in production
or supply of goods or services, or for administrative purposes other than construction in progress in
the balance sheet at cost less subsequent accumulated depreciation and any accumulated impairment
losses.

We calculate depreciation to write-off the cost of items of property, plant and equipment, less
their estimated residual value, using the straight-line method over their estimated useful lives as

follows:
Leasehold improvement 2.75 years
Buildings held for own uses 25 years
Machineries 10 years
Office equipment 5 years
Motor vehicles 10 years

— 158 —



FINANCIAL INFORMATION

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss arising
on derecognition of the asset is included in the consolidated statement of comprehensive income in
the year / period in which the item is derecognized.

Property, plant and equipment are depreciated on a straight-line basis over their estimated useful
lives, after taking into account their estimated residual values. We review the estimated useful lives
of the assets regularly in order to determine the amount of depreciation expenses to be recorded during
any reporting period. Useful lives are based on our historical experience with similar assets, after
taking into account anticipated technological changes. The depreciation expenses for future periods
are adjusted of there are significant changes from previous estimated.

RESULTS OF OPERATIONS
Selected Consolidated Statements of Comprehensive Income

The selected consolidated statements of comprehensive income information presented below for
the financial years ended December 31, 2006, 2007 and 2008 and the nine months ended September
30, 2008 and 2009 are derived from our consolidated financial statements included in the accountants’
report set out in Appendix I to this prospectus. Our consolidated financial information as of and for
the nine months ended September 30, 2008 has not been audited.

For the For the
financial year nine months ended
ended December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Revenue 180,925 328,728 365,631 305,110 348,378

Cost of sales (132,342) (226,951) (246,480) (206,070) (231,613)

Gross profit 48,583 101,777 119,151 99,040 116,765

Other income 1,985 1,255 3,411 2,842 905

Selling and distribution costs (8,095) (17,602)  (29,721) (21,106) (14,479)

Administrative expenses (6,905) (11,312)  (18,471) (13,114)  (15,695)

Other operating expenses (2,025) (5,961) (6,624) (4,328) (6,188)

Finance costs (4,166) (5,029) (9,460) (6,925) (7,741)

Profit before tax 29,377 63,128 58,286 56,409 73,567

Income tax expense (6,228) (5,709) (1,829) (2,169)  (10,950)

Profit for the year/period 23,149 57,419 56,457 54,240 62,617

Other comprehensive income — 13 (29) (26) (6)
Total comprehensive income for the

year/period 23,149 57,432 56,428 54,214 62,611

Basic earnings per share (RMB) 0.030 0.063 0.065 0.063 0.077
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PRINCIPAL COMPONENTS ON CONSOLIDATED STATEMENTS OF COMPREHENSIVE
INCOME

Revenue

All of our revenues are derived from sales of our products, consisting sales of our Meike branded
products, including footwear, apparel and accessories in the PRC market, and export sales of our
footwear to our export customers. In addition, 3.5%, 1.2% and 0.6% of our revenues for the financial
year ended December 31, 2006, 2007 and 2008, respectively, and 0.7% and 1.7% of our revenue for
the nine months ended September 30, 2008 and 2009, respectively, were contributed by sales of shoe
soles produced by us. Revenue represented the value of goods sold, less returns, discounts and
value-added taxes and other sales taxes. The following table sets forth a breakdown of our revenue

during the Track Record Period:

For the
For the financial nine months ended
year ended December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 9% RMB’000 % RMB’000 % RMB’000 9% RMB’000 %
(unaudited)
Footwear
Domestic 38,627 21.4 104,231 31.7 132,921 36.4 107,920 35.4 174,086 50.0
Export 132,471 73.2 189,510 57.7 136,453 37.3 122,241 40.1 74,144 213
171,098 94.6 293,741 89.4 269,374 73.7 230,161 75.5 248,230 71.3
Apparel 3,468 1.9 30,015 9.1 88,774 243 68,794 225 92,254 26.5
Accessories and
shoe soles 6,359 3.5 4,972 1.5 7,483 2.0 6,155 2.0 7,894 2.2
Total 180,925 100 328,728 100 365,631 100 305,110 100 348,378 100

The significant growth of our revenue from sales of our Meike products during the Track Record
Period was primarily due to our transition from focusing on overseas markets to the PRC market and
our conversion to a distributorship business model, which encouraged our Meike distributors to
concentrate their resources on the distribution of our Meike products and facilitated our expansion of
our Meike retail network. Our successful expansion of our production lines to apparels and
accessories, our diversification of designs of our footwear and apparel products, our implementation
of marketing and promotion strategies, our efforts made to assist our Meike distributors expanding
their network, and the increasing market demand for sportswear products due to world-level sports
events such as Olympic Games and the rapid growth of the PRC economic conditions also contributed

to our growth.
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As a result of these changes in our strategies and market conditions, the proportion of our
revenues from sales to export customers in our total revenues decreased from 73.2% in the financial
year ended December 31, 2006 to 57.7% in the financial year ended December 31, 2007, and further
decreased from 37.3% in the financial year ended December 31, 2008 to 21.3% in the nine months
ended September 30, 2009. The following table sets forth the revenue breakdown of our sales to export
customers, direct export sales and domestic sales during the Track Record Period:

Year ended December 31, Nine months ended September 30,
2006 2007 2008 2008 2009
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)

Export customers 132,471 73.2 168,897  51.4 108,106  29.5 101,162  33.2 66,142 19.0
Direct export — — 20,613 6.3 28,347 7.8 21,079 6.9 8,002 2.3
Domestic sales 48,454  26.8 139,218  42.3 229,178  62.7 182,869  59.9 274,234  78.7

180,925 100 328,728 100 365,631 100 305,110 100 348,378 100

On the other hand, the proportion of our revenues from sales of apparel in our total revenues
increased from 1.9% in the financial year December 31, 2006 to 9.1% in the financial year ended
December 31, 2007, and further from 24.3% in the financial year ended December 31, 2008 to 26.5%
for the nine months ended September 30, 2009.

The following table sets forth the revenue from the sales of our Meike products in the PRC
market by region during the Track Record Period:

Year ended December 31, Nine months ended September 30,
2006 2007 2008 2008 2009
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)

In PRC

East China ¥ 21,640 447 63,669 457 97,567  42.6 79,177 433 123,402  45.0
Central South China 10,888  22.5 51,991 37.3 05,427  41.6 74,449  40.7 106,952  39.0
Southwest China ©® 7,019 14.5 16,653 12.0 27,331 11.9 23,043 12.6 34,055 12.4
Northwest China 2,645 5.4 3,295 2.4 3,944 1.7 3,127 1.7 5,066 1.9
Northeast China 6,262 12.9 3,520 2.6 4,909 2.2 3,073 1.7 4,759 1.7
Total 48,454 100 139,218 100 229,178 100 182,869 100 274,234 100
Notes:

(I)  East China includes Shanghai, Anhui, Jiangsu, Zhejiang, Fujian, Jiangxi and Shandong

(2)  Central South China includes Henan, Hunan, Hubei, Guangdong and Guangxi

(3)  Southwest China includes Chongqing, Sichuan, Guizhou and Yunnan

(4)  Northwest China includes Gansu, Qinghai, Ningxia and Xinjiang

(5) Northeast China includes Liaoning and Shanxi

— 161 —



FINANCIAL INFORMATION

Our revenues from sales of our Meike products in the domestic markets are mainly generated
from the Eastern, South Central and Southwest China which in aggregate accounted for 81.7% of our
total domestic sales for the financial year ended December 31, 2006 and increased to 95.0% and
96.1%, respectively, for the financial year ended December 31, 2007 and December 31, 2008. Such
rising trend was mainly due to the continual increase in the number of new Meike outlets opening
throughout the periods and the increase in the recognition of our Meike brand in those areas. Currently
our Meike outlets are mainly opened in the medium to small size cities or the districts of certain large
cities instead of the major metropolitans and medium to large size cities’, primarily due to the high
setup and rental cost to be borne by our Meike distributors and retailers and intensive competitions
in those metropolitans and medium to large size cities. We believe more and more retail outlets will
penetrate into the major metropolitan and medium to large size cities when the cash flows and profit
from business of our distributors continue to stabilize on a going forward basis and continual rising

in the popularity of our Meike brand.

Our revenues from sales of our Meike products generated from the East, Central South and
Southwest China have remained stable for the nine months ended September 30, 2008 and 2009.

The following table sets forth the number of units sold and the average selling prices of our
products to our customers during the Track Record Period:

Year ended December 31, Nine months ended September 30,
2006 2007 2008 2008 2009
Total Average Total Average Total Average Total Average Total Average

units selling  units selling  units selling  units selling  units selling

sold price  sold price  sold price  sold price  sold price
"000 RMB 000 RMB  ’000 RMB  ’000 RMB 000 RMB
To distributors
Footwear (pairs) 609 63 1,348 77 1,687 79 1,368 79 2,409 72
Apparel (pieces) 98 35 417 72 1,148 77 878 78 1,349 68
Accessories and others
(pieces/pairs) 693 9 639 8 679 11 487 11 637 8
To export companies
and overseas
customers
Footwear (pairs) 4,653 28 6,407 30 4,042 34 3,799 32 2,188 34

The total number of pairs of our footwear sold in both PRC and overseas markets increased by
47.4% from 5.3 million for the financial year ended December 31, 2006 to 7.8 million for the financial
year ended December 31, 2007, primarily due to the successful expansion in both the PRC and
overseas markets as a result our successful conversion to a distributorship business model, and
effective advertising and promotion of our Meike branded products in the PRC market, and improved
product design, range of products offerings to both our PRC and overseas customers. In addition, rapid
economic growth in the PRC and market demand for sportswear products in the financial year ended
December 31, 2008 also contributed to our increase in sales. The total number of pairs of footwear
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sold in both the PRC and overseas markets decreased by 26.1% from 7.8 million for the financial year
ended December 31, 2007 to 5.7 million for the financial year ended December 31, 2008, primarily
due to the decrease in the total number of pairs sold to our overseas customers by 2.4 million, partially
offset by the increase in the total number of pairs sold to our PRC consumers of approximately
339,000. The total number of pairs of footwear sold in both PRC and overseas markets decrease by
11.5% from 5.2 million for the nine months ended September 30, 2008 to 4.6 million for the nine
months ended September 30, 2009, primarily due to the decrease in the total number of pairs sold to
our overseas customers by 1.6 million, partially offset by the increase in the total number of pairs of
our footwear sold to our PRC consumers of approximately 1.0 million.

The average selling price of our Meike branded footwear sold to our distributors is generally
higher than the average selling price of our non-Meike branded footwear sold to export companies and
overseas’ customers, primarily due to the lower production cost as the materials for those non-Meike
branded footwear chosen by our overseas customers were cheaper than the materials used for
manufacture of our Meike branded footwear and the labour hour per each pair non-Meike branded
footwear is also lower as they have less parts which simplified the production process as compared
to our Meike branded footwear.

The average selling price of our Meike footwear to our distributors increased by 22.2% from
RMBG63 for the financial year ended December 31, 2006 to RMB77 for the financial year ended
December 31, 2007 and by 2.6% from RMB77 for the financial year ended December 31, 2007 to
RMB79 to the financial year ended December 31, 2008, primarily due to the greater recognition of our
Meike brand, improved quality, changes in our footwear product offerings which enable us to increase
the suggested retail prices of our Meike brand. The average selling price sold to export companies and
overseas’ customers increased by 7.1% from RMB28 for the financial year ended December 31, 2006
to RMB30 for the financial year ended December 31, 2007, and by 13.3% from RMB30 for the
financial year ended December 31, 2007 to RMB34 for the financial year ended December 31, 2008,
primarily due to the improved product quality, design and range of our product offerings to our
overseas customers.

The average selling price of our Meike footwear sold to our distributors decreased by 8.9% from
RMB79 for the nine months ended September 30, 2008 to RMB72 for the nine months ended
September 30, 2009 because we have reduced the selling price of some of our major footwear, such
as basketball shoes and running shoes to better compete in the market. The average selling price of
our export footwear sold to export companies and overseas’ customers increased by 6.3% from RMB32
for the nine months ended September 30, 2008 to RMB34 for the nine months ended September 30,
2009, primarily due to improvement in product quality and design and expansion in the range of
product offerings to overseas customers.

The total number of pieces of our Meike apparel sold to our distributors increased by 325.5%
from approximately 98,000 for the financial year ended December 31, 2006 to approximately 417,000
for the financial year ended December 31, 2007, and by 175.3% from approximately 417,000 for the
financial year ended December 31, 2007 to 1.1 million for the financial year ended December 31,
2008, primarily due to the increased recognition of our Meike brand in the PRC sportswear market and
the increasing market demand for sportswear apparel. In addition, our new apparel production facility
has been established in July 2008, enabling us to increase our supply of apparels and to expand our
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range of product offerings and design. The total number of pieces of our Meike apparel sold increased
by 53.6% from approximately 878,000 for the nine months ended September 30, 2008 to 1.3 million
for the nine months ended September 30, 2009, mainly due to the increase in our apparel product
offerings, such as wind-proofing jackets, knitted winter clothes, basketball suits, etc, which are well
accepted by our consumers.

The average selling price of our Meike apparel sold to our distributors increased by 105.7% from
RMB35 for the financial year ended December 31, 2006 to RMB72 for the financial year ended
December 31, 2007, and slightly increased by 6.9% from RMB72 for the financial year ended 2007
to RMB77 for the financial year ended December 31, 2008, primarily due to increase in our Meike
brand recognition through our expansion in our range of product offerings after the establishment of
our new apparel production facility in July 2008. The average selling price decreased by 12.8% from
RMB78 for the nine months ended September 30, 2008 to RMB68 to the nine months ended September
30, 2009 primarily due the decrease in sales of our product with higher selling prices, such as sport
suits as we increased the selling prices for sports suits from RMB90 for the nine months ended
September 30, 2008 to RMB95 for the nine months ended September 30, 2009 while at the same time,
the total quantity sold was decreased from approximately 427,000 pieces to 300,000 pieces.

We expand our Meike products to include accessories in 2007 to diversify our Meike product
offerings. The total number of pieces of our Meike accessories sold for the financial year ended
December 31, 2007 and 2008 were approximately 248,000 and 299,000, respectively. The average
selling price for the financial year ended December 31, 2007 and 2008 were RMB8 and RMB11
respectively. The total number of pieces of our Meike accessories sold for the nine months ended
September 30, 2008 and 2009 were approximately 269,000 and 345,000, respectively. The average
selling price for the period ended September 30, 2008 and 2009, were RMBI11 and RMBS,
respectively.

The following table sets forth the suggested retail prices of our products during the Track Record
Period:

Nine months

ended
Year ended December 31, September 30,
2006 2007 2008 2009
Suggested retail prices
RMB RMB RMB RMB
In PRC
Footwear (pair) 103-340 138-309 128-309 115-279
Apparel (piece) 94 91-301 101-309 60-325
Accessories (piece) N/A 9-87 8-167 16-167

Authorized Meike retail outlets are required to follow our pricing policies. The suggested retail
prices of our Meike footwear ranged approximately RMB103 to RMB340, RMB138 to RMB309,
RMB128 to RMB309 and RMB115 to RMB279 for the year ended December 31, 2006, 2007 and 2008
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and for the nine month ended September 30, 2009, respectively. The suggested retail prices of our
Meike apparel for the year ended December 31, 2006 was RMB94, and ranged approximately RMB91
to RMB301, RMB101 to RMB309 and RMB60 to RMB325, respectively, for the year ended December
31, 2007 and 2008 and for the nine month ended September 30, 2009. The suggested retail prices of
our Meike accessories ranged approximately RMB9 to RMB87, RMB8 to RMB167 and RMB16 to
RMBI167 for the year ended December 31, 2006, 2007 and 2008 and for the nine months ended
September 30, 2009. Change in the range of suggested retail prices among the Track Record Period
are primarily due to the change in the product mix as we ceased to manufacture certain high selling
prices Meike footwear with low sales volume for the nine months ended September 30, 2009.

Cost of sales

Substantially, all of our costs of sales are incurred the sales of our Meike products and Meike
products, consisting of footwear, apparel and accessories to the PRC market and footwear of Meike
brand to the overseas markets. In addition, a small portion of our cost of sales incurred during the
Track Record Period related to the sales of soles. The following table sets forth a breakdown of our
cost of sales during the Track Record Period:

Nine months ended

Year ended December 31, September 30,
2006 2007 2008 2008 2009
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)
Footwear
Raw materials 99,402 75.1 161,504 71.2 138,570 56.3 121,869 59.1 129,205 55.8
Labour 14,206 10.7 26,850 11.8 23,518 9.5 19,552 9.5 19,510 8.4
Manufacturing
costs 11,890 9.0 13,456 5.9 14,869 6.0 10,593 5.1 11,312 4.9
Subtotal 125,498 94.8 201,810 88.9 176,957 71.8 152,014 73.7 160,027 69.1
Apparel
Raw materials 8,439 3.4 3,679 1.8 11,247 4.9
Labour 2,076 0.8 1,231 0.6 3,750 1.6
Manufacturing
costs 357 0.2 188 0.1 524 0.2
10,872 44 5,098 2.5 15,521 6.7
Apparel
(outsourced) 2,065 1.6 21,297 9.4 52,935 215 44255 21.5 50,009 21.6
Accessories and
others
(outsourced) 4,779 3.6 3,844 1.7 5,716 2.3 4,703 23 6,056 2.6
Cost of sales 132,342 100 226,951 100 246,480 100 206,070 100 231,613 100
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Cost of sales for our product primarily consists of internal production costs and outsourced
production costs. Internal production costs include raw material costs, labor costs and manufacturing
costs incurred in the self-production of our footwear and apparel (starting from July of 2008). Raw
materials costs refer to costs of procuring raw materials used in the internal production of our
products, such as leather, fabrics, plastics, soles and rubber. Labor costs consist of salaries paid to
production staff. Manufacturing costs mainly include salaries, welfare bonus and other compensation
expenses paid to administrative staff involved in the manufacturing process, depreciation of
production facilities, costs associated with operating our facilities, such as water and electricity,
maintenance costs and other miscellaneous costs associated with our manufacturing operations.
Outsourced production costs refer to cost of procuring finished apparel and accessories, which
represent amounts paid to contract manufacturers.

Gross profit and gross profit margin

Our gross profit consist of profits generated from sales of our Meike branded products, including
footwear, apparel and accessories in the PRC market and export sales of our footwear to the overseas
customers. Gross profit for our products is our revenues from sales of our products for the relevant
period less cost of sales for our products for the same period. The following table sets forth a
breakdown of our gross profit and gross margin for our products during the Track Record Period:

Nine months ended

Year ended December 31, September 30,
2006 2007 2008 2008 2009
Gross G.P. Gross G.P. Gross G.P. Gross G.P. Gross G.P.
Profit ratio Profit ratio Profit ratio Profit ratio Profit ratio
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(unaudited)
Meike Products
Footwear 14,558 37.7 40,535 38.9 54,255 40.7 44353  41.1 66,592 38.3
Apparel 1,403  40.5 8,718 29.0 24,967 28.1 19,441 28.3 26,724 29.0
Accessories and
others™Vo™®) 1,591 25.0 1,128 22.7 1,766  23.6 1,452  23.6 1,838 233
Export Products
Footwear 31,031 234 51,396  27.1 38,163 28.0 33,794  27.6 21,611 29.1
Total 48,583 269 101,777 31.0 119,151 32.6 99,040 32.5 116,765 33.5

Note: “Accessories and others” included Meike branded accessories and non Meike branded shoe soles

Our gross profit increased by 109.5% from RMB48.6 million for the financial year ended
December 31, 2006 to RMB101.8 million for the financial year ended December 31, 2007, and
increase by 17.1% from RMB101.8 million for the financial year ended December 31, 2007 to
RMB119.2 million for the financial year ended December 31, 2008, primarily due to increase in sales,

— 166 —



FINANCIAL INFORMATION

especially our Meike branded products. Our gross profit margin increased from 26.9% for the financial
year ended December 31, 2006 to 31.0% to the financial year ended December 31, 2007, and increased
further to 32.6% for the financial year ended December 31, 2008, primarily due to the rate of increase
of our revenues outpaced the rate of increase in cost of sales. This is because the proportion of sales
of Meike branded products in the PRC market out of our total sales has increased significantly from
the financial year of December 31, 2006 and continue to increase in financial years ended December
31, 2007 and December 31, 2008. The proportion for the sales of our products in the domestic market
as compared to our total sales were 26.8%, 42.3% and 62.7%, respectively for the financial year ended
December 31, 2006, 2007 and 2008 as a result of successful brand promotion, improved quality and
design and the increased the variety of our products. In addition, our Meike branded products have a
higher average wholesale selling price as well as gross profit margin as compared to our export
products which stemmed from the lower cost of materials and production for export products and the

generally lower quality which limit the profit margin.

Gross profit increased by 18.0% from RMB99.0 million for the nine months ended September 30,
2008 to RMB116.8 million for the nine months ended September 30, 2009, primarily due to the
increase in sales of our products. Gross profit margin increased from 32.5% to 33.5% over the period,
primarily due to the increase of Meike apparel in our product mix, such as wind-proofing, knitted
winter clothes and basketball suits, which have higher wholesale selling prices, and also due to our
ability to reduce sourcing costs by placing large volume orders. In addition, gross profit margin for
our export sales also increased from 27.6% for the nine months ended September 30, 2008 to 29.1%
for the nine months ended September 30, 2009, primarily due to the improved in quality and design
and the increase in the variety of our product offerings to our overseas customers.

Other revenue

Our other revenue consisted of government grants from the PRC Government, reversal of
impairment of other receivables and interest income. Government grants from the PRC Government
refer to non-recurring government grants received from the Financial Services Bureau of Jinjiang City
(B VLT BT EUR) and People Government of Jinjiang City (& VLT ARBUM), as recognition of our
Meike Brand and achievement in overseas markets. Such government grants are available to all
enterprises that meet the requirements stipulated by the relevant government authorities. There are no
continuing obligations or requirements for us or conditions in relation to the government grants. The
amount of government grants received by us varied during the Track Record Period, primarily due to
changes in the aggregate amount of government grants available for all enterprise in each year, as well
as the amount of government grants that we were qualified for, which in turn were primarily depended
on the government policies during each of the financial year ended December 31, 2006, 2007 and 2008
and the nine months ended September 30, 2008 and 2009. Reversal of impairment of other receivables
for the financial years ended December 31, 2006 and 2007 represented the reversal of general
provisions provided on other receivables in accordance with PRC accounting standard in previous
years which is not allowed under Hong Kong accounting standards, no similar additional provisions
was made after 2007 and therefore no such reversal was resulted. Interest income is derived from

interest received from bank deposits.
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Selling and distribution expenses

Selling and distribution expenses primarily consist of advertising and marketing expenses which
accounted for approximately 14.7%, 38.8%, 48.2% and 33.4% of the total selling and distribution
expenses during the Track Record Period, including fees paid for broadcasting television
advertisement, engaging spokesperson, sponsoring sport team and other marketing activities.
Advertising and marketing expenses increase from 14.7% of the total selling and distribution expenses
for the financial year ended December 31, 2006 to 38.8% of the total selling and distribution expenses
for the financial year ended December 31, 2007 primarily due to the increase in television
advertisements during the year to promote our Meike brand; further increase in advertising and
marketing expenses from 38.8% of the total selling and distribution expenses for the financial year
ended December 31, 2007 to 48.2% of the total selling and distribution expenses for the financial year
ended December 31, 2008 was mainly related to increased expenditure on television advertisements
and sponsorship on the Chinese Women Hockey Team during the period of the 2008 Beijing Olympic
Games. After the advertising and marketing expenses peaked in 2008, comparatively less amounts
were incurred in 2009 and decrease to 33.4% of the total selling and distribution expenses for the nine
month ended September 30, 2009.

Another major components of the selling and distribution expenses is the cost of packaging
materials, such as shoe boxes and shopping bags embossed with our Meike logo that we provided to
our Meike distributors in connection with sales of our Meike branded products, which accounted for
approximately 30.0%, 26.8%, 16.2% and 24.2% of the total selling and distribution expenses during
the Track Record Period. The fluctuations in the percentage of packaging materials costs among the
selling and distribution expenses was largely affected by the corresponding changes in other
components of the selling and distribution expenses, in particular the advertising and marketing
expenses. Packaging expenses accounted for approximately 1.0% of our revenue throughout the Track
Record Period. Other selling and distribution expenses mainly include logistic cost, salary and

traveling expenses for our marketing and sales staff and quality checking and testing expenses.

For the financial years ended December 31, 2006, 2007 and 2008, selling and distribution
expenses were RMBS8.1 million, RMB17.6 million and RMB29.7 million, respectively, representing
4.5%, 5.4% and 8.1% of our total revenues, respectively. For the nine months ended September 30,
2008 and 2009, selling and distribution expenses were RMB21.1 million and RMB14.5 million
respectively, representing 6.9% and 4.2% of our total revenues, respectively.

Administrative expenses

Administrative expenses primarily consisted of salary for administrative staff, welfare and other
benefits for all employees (other than staff relating to selling and distribution), office related
expenses, legal and professional fees, depreciation expenses for our property, plant and equipments
and amortization expenses for our land use right, electricity and water, traveling and entertainment
expenses. Staff salary and welfare expenses, office related expenses, together accounted for
approximately 47.6%, 49.5%, 39.9% and 47.8% of total administrative expenses during the Track
Record Period.

— 168 —



FINANCIAL INFORMATION

For the financial years ended December 31, 2006, 2007 and 2008, administrative expenses were
RMB6.9 million, RMB11.3 million and RMB18.5 million, respectively, representing 3.8%, 3.4% and
5.1% of our total revenues, respectively. For the nine months ended September 30, 2008 and 2009,
administrative expenses were RMB13.1 million and RMB15.7 million, respectively, representing 4.3%

and 4.5% of our total revenues, respectively.

Other operating expenses

Other operating expenses consisted of research and development cost, loss on disposal of
property, plant and equipment and exchange loss. For the financial years ended December 31, 2006,
2007 and 2008, other operating expenses were RMB2.0 million, RMB6.0 million and RMB6.6 million,
respectively. For the nine months ended September 30, 2008 and 2009, other operating expenses were
RMB4.3 million and RMB6.2 million, respectively.

Finance costs

Our finance costs represented interest on bank borrowings. For the financial years ended
December 31, 2006, 2007 and 2008, finance cost were RMB4.2 million, RMB5.0 million and RMB9.5
million, respectively. For the nine months ended September 30, 2008 and 2009, finance costs were
RMB6.9 million and RMB7.7 million, respectively.

Income tax

Income tax represents amounts of corporate income tax paid by us. No provision for Hong Kong
profits tax has been made as we did not generate any assessable profit arising in Hong Kong during
the Track Record Period. We were also not subject to any tax in the Cayman Islands and the BVI
during the Track Record Period. However, our PRC subsidiaries were subject to PRC enterprise
income tax. The following tables set forth the applicable PRC enterprise income tax rates during the

Track Record Period for our PRC subsidiaries:

For the nine

For the financial year ended months ended

December 31, September 30,

2006 2007 2008 2009

Fujian Meike® 27% 27% 25% 25%
Fujian Meisike < N/A  Fully exempted Fully exempted 12.5%
Quanzhou Meike ¥ N/A N/A  Fully exempted Fully exempted
Fuzhou Meikesen © N/A 33% 25% 25%
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Notes:

(1)

(2)

(3)

(4)

(5)

Fujian Meike, Fujian Meisike and Quanzhou Meike are foreign investment enterprises, pursuant to the Income Tax
Law of the PRC for Enterprises with Foreign Investment and Foreign Enterprises, are entitled to tax concessions
whereby the profit for the first two financial years beginning with the first profit-making year is exempted from

income tax in PRC and the profit for each of the three subsequent years is taxed at 50% of the prevailing tax rates.

The first profit-making year of Fujian Meike of was 2000, the applicable tax rates of Fujian Meike are 24% for
2006 and 2007 under the Old Tax Regime and 25% under the New Tax Law from 2009.

Fujian Meisike was established on December 8, 2006 and the first-profit making year was 2007, therefore, is
exempted from PRC enterprise income tax for 2007 and 2008 and 12.5% for the subsequent three years of 2009
to 2011.

Quanzhou Meike was established on January 8, 2007 and the first-profit making year was 2008, therefore, is
exempted from PRC enterprise income tax for 2008 and 2009 and 12.5% for the subsequent three years of 2010
to 2012.

Fuzhou Meikesen was established on May 23, 2007, the applicable tax rates of Fuzhou Meikesen is 33% for 2007
under the Old Tax Regime and 25% under the New Tax Law from 2008.

The following table sets forth a reconciliation between our actual tax credit or expense and our

profits before taxation during the Track Record Period:

Nine months ended

Year ended December 31, September 30,

2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Current tax:
Provision for the year/period

- PRC Enterprise Income Tax 7,923 10,061 5,152 5,023 7,688

- Tax paid refund for export
business of Fujian Meike™?"® (2,078) (4,376) (5,321) (5,321) —
Deferred tax 383 24 1,998 2,467 3,262
6,228 5,709 1,829 2,169 10,950

Note:

The settlement dates of tax refund for the years of assessment of 2005, 2006 and 2007 were on September 28,
2006, June 28, 2007 and June 4, 2008 respectively
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PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS

Nine Months Ended September 30, 2008 (unaudited) Compared to Nine Months Ended
September 30, 2009

Revenue

Revenue increased by 14.2% from RMB305.1 million for the nine months ended September 30,
2008 to RMB348.4 million for the nine months ended September 30, 2009, primarily as a result of the

following:

Sales of our Meike products

Sales of our Meike footwear

Revenues from sales of our Meike footwear increased by 61.4% from RMB107.9 million for the
nine months ended September 30, 2008 to RMB174.1 million for the nine months ended September
30, 2009, primarily due to the increased in sales of the total number of pairs of our Meike footwear
by 71.4% from approximately 1.4 million for the nine months ended September 30, 2008 to 2.4 million
for the nine months ended September 30, 2009. The increase in volumes was primarily due to the rapid
expansion of our Meike retail network through the successful implementation of our exclusive
distributorship business model, successful promotion and marketing strategy, improved product design
and quality and the broadening of our collections. In addition, increasing market demand for
sportswear products and improving economic conditions in PRC also contributed to the increased in

sales.

Sales of our Meike apparel

Revenue from sales of our Meike apparel increased by 34.2% from RMB68.8 million for the nine
months ended September 30, 2008 to RMB92.3 million for the nine months ended September 30, 2009,
primarily due the increases in sales of the number of our Meike apparel by 48.1% from approximately
878,000 pieces for the nine months ended September 30, 2008 to approximately 1.3 million pieces for
the nine months ended September 30, 2009. The increase in the sales volumes was primarily due to
increased in the market acceptance of our Meike apparel through the improved product design and

quality and the broadening of our collections.

Sales of our Meike accessories

Revenue from sales of our Meike accessories increased by 16.7% from approximately RMBI1.8
million for the nine months ended September 30, 2008 to RMB2.1 million for the nine months ended
September 30, 2009, primarily due to the increased in sales through our expansion of the range of

product offerings.
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Export sales

Revenue from export sales decreased by 39.4% from RMB122.2 million for the nine months
ended September 30, 2008 to RMB74.1 million for the nine months ended September 30, 2009,
primarily due to the economic downturn in our overseas markets and our continual effort to expand
our Meike branded product in the PRC market due to the increasing market demand of sportswear and

improving economic conditions in the PRC.

Cost of sales

Cost of sales increased by 12.4% from RMB206.1 million for the nine months ended September
30, 2008 to RMB231.6 million for the nine months ended September 30, 2009, primarily as a result
of an increase in sales of our Meike apparel. Cost of sales for our Meike apparel increased by 32.6%
from RMB49.4 million for the nine months ended September 30, 2008 to RMB65.5 million, consisting
of RMB15.5 million from our internal production and RMBS50.0 million outsourced production costs,
for the nine months ended September 30, 2009. This was because sales of our Meike apparel increased
from approximately 878,000 pieces for the nine months ended September 30, 2008 to approximately
1.3 million pieces for the nine months ended September 30, 2009. Although our total number of pairs
of our footwear sold decreased from 5.2 million for the nine months ended September 30, 2008 to 4.6
million for the nine months ended September 30, 2009, the cost of sales only decreased by 5.3% or
RMBS.0 million as compared to the same period. This was because the proportion of our sales of our
Meike brand footwear increased from 35.4% for the nine months ended September 30, 2008 to 50.0%
for the nine months ended September 30, 2009, whereas, the quality of raw materials and the labor
hour per each pair are higher as compared to our export footwear.

Gross profit and gross profit margin

Gross profit increased by 18.0% from RMB99.0 million for the nine months ended September 30,
2008 to RMB116.8 million for the nine months ended September 30, 2009, primarily due to the
increase in sales of our Meike branded products in the PRC market. Gross profit margin for our
products increased from 32.5% to 33.5% over the same period because the rate of increase of our
revenues outpaced the rate of increase in cost of sales. This was primarily due to the increased in sales
of our Meike branded footwear and apparel, whereas both have higher gross profit margin, as a result
of successful advertising and marketing strategy, improved product design and quality and the
expansion of our range of product offerings.

Gross profit and gross profit margin for our Meike footwear

Gross profit for our Meike footwear increased by 50% from RMB44.4 million for the nine
months ended September 30, 2008 to RMB66.6 million for the nine months ended September 30, 2009.
Gross profit margin decreased from 41.1% for the nine months ended September 30, 2008 to 38.3%
for the nine months ended September 30, 2009, primarily due to the reduction of our average
wholesale selling price, from RMB79 for the nine months ended September 30, 2008 to RMB72 for
the nine months ended September 30, 2009.
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Gross profit and gross profit margin for our Meike apparel

Gross profit for our Meike apparel increased by 37.6% from RMB19.4 million for the nine
months ended September 30, 2008 to RMB26.7 million for the nine months ended September 30, 2009,
primarily due to increases in sales. Gross profit margin for our Meike apparel remain stable as

compared to the same period, which are 28.3% and 29.0% respectively.

Gross profit and gross profit margin for our Meike accessories

Gross profit from our Meike accessories increased by 20% from approximately RMB1.5 million
for the nine months ended September 30, 2008 to approximately RMB1.8 million for the nine months
ended September 30, 2009, primarily due to increased in sales. Gross profit margin for our Meike
accessories decreased from 23.6% for the nine months ended September 30, 2008 to 23.3% for the nine
month ended September 30, 2009, primarily due to the increase in sales of lower profit margin

products, like socks.

Gross profit and gross profit margin for our export sales

Gross profit for our export sales decreased by 36.1% from RMB33.8 million for the nine months
ended September 30, 2008 to RMB21.6 million for the nine months ended September 30, 2009,
primarily due to decreased in our sales. Gross profit margin increased from 27.6% for the nine months
ended September 30, 2008 to 29.1% for the nine months ended September 30, 2009 primarily due to
the slightly increased average export selling price of our export footwear brought by the improved

design and quality and the range of our product offerings to our overseas customers.

Other income

Other income decreased by 67.9% from RMB2.8 million for the nine months ended September
30, 2008 to approximately RMB905,000 for the nine months ended September 30, 2009, primarily due
to the sharp drop in government grants by RMB1.8 million.

Selling and distribution expenses

Selling and distribution expenses decreased by 31.3% from RMB21.1 million for the nine months
ended September 30, 2008 to RMB14.5 million for the nine months ended September 30, 2009,
primarily as a result of decrease in our advertising and market expenses by RMB7.7 million as more
significant advertising expenses relating to television advertisements ahead of the 2008 Beijing

Olympic Games during the nine months period ended September 30, 2008.
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Administrative expenses

Administrative expenses increased by 19.8% from RMB13.1 million for the nine months ended
September 30, 2008 to RMB15.7 million for the nine months ended September 30, 2009, primarily due

to the increase in staff salary and welfare payment, depreciation charges and listing expenses.
Finance costs

Finance cost increased by 11.6% from RMB6.9 million for the nine months ended September 30,
2008 to RMB7.7 million for the nine months ended September 30, 2009, primarily due to an increase
in the amount of bank borrowings for working capital.

Other operating expenses

Other operating expenses increased by 44.2% from RMB4.3 million for the nine months ended
September 30, 2008 to RMB6.2 million for the nine months ended September 30, 2009, primarily due
to the increase in research and development cost of RMB1 million and loss on disposal of property,
plant and equipment of RMB1.3 million.

Profit before tax

Profit before tax increased by 30.5% from RMB56.4 million for the nine months ended
September 30, 2008 to RMB73.6 million for the nine months ended September 30, 2009, primarily due
to the factor described above.

Income tax

Income tax increased by 400.0% from approximately RMB2.2 million for the nine months ended
September 30, 2008 to income tax expenses of RMB11.0 million for the nine months ended September
30, 2009, primarily due to our subsidiary, Fujian Meike has ceased to enjoy full income tax
concessions as a Foreign-invested Export Enterprise (JMF#% & & i il 11 422£) in 2008 and is then
subject to a 25% income tax in 2009. Besides, our subsidiary, Fujian Meisike has ceased to enjoy full
income tax concessions as a Foreign-invested Enterprise (ZMp#% & 2) in 2008 and is then subject
to a 12.5% income tax in 2009.

Comprehensive income for the period

As a result of the foregoing, total comprehensive income for the year increased by RMBS§.4
million from RMB54.2 million for the nine months ended September 30, 2008 to RMB62.6 million for
the nine months ended September 30, 2009 and our net comprehensive income margin increased from
17.8% for the nine months ended September 30, 2008 to 18.0% for the nine months ended September
30, 2009.
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Financial Year Ended December 31, 2007 Compared to Financial Year Ended December 31, 2008

Revenue

Revenue increased by 11.2% from RMB328.7 million for the financial year ended December 31,
2007 to RMB365.6 million for the financial year ended December 31, 2008, primarily as a result of
the following:

Sales of our Meike products

Sales of our Meike footwear

Revenue from sales of our Meike footwear increased by 27.5% from RMB104.2 million for the
financial year ended December 31, 2007 to RMB132.9 million for the financial year ended December
31, 2008. This increase in sales was primarily due to our continual emphasis on the PRC market by
devoting more resources to improve product design, expand our product range, enhance our marketing
and promotion effort and strengthen our distributorship business model. As a result, our retail outlets
expanded rapidly from 550 to 877 and the total number of pairs of our Meike footwear sold increased
25% from 1.3 million for the financial year ended December 31, 2007 to 1.7 million for the financial
year ended December 31, 2008. Besides, increase in market demand for sportswear products and

improving economic conditions in PRC also contributed to our increase in revenue.

Sales of our Meike apparel

Revenue from sales of our Meike apparel increased by 196.0% from RMB30.0 million for the
financial year ended December 31, 2007 to RMB88.8 million for the financial year ended December
31, 2008, primarily due to the increase of the total number of our Meike apparel by 175.3% from
approximately 417,000 pieces for the financial year ended December 31, 2007 to 1.1 million pieces
for the financial year ended December 31, 2008 as a result by the increase in acceptance of our Meike
brand in the PRC sportswear market. The increase in the revenue from sales of our Meike apparel
during the same period is also due the increase in the average wholesale selling price of our Meike
apparel, as a result of our gradually maturing operation of Meike apparel business, where we are able
to expand our range of product offerings, and offer apparel with better quality and design to our

consumers.

Sales of our Meike accessories

Revenue from sales of our Meike accessories increased by 129% from approximately
RMB955,000 for the financial year ended December 31, 2007 to RMB2.2 million for the financial year
ended December 31, 2008, primarily due to the increased sales volume attributable to the expansion
of our range of Meike accessories and slight increased in the average wholesale selling price of our
Meike accessories.
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Export sales

Revenue from export sales decreased by 28.0% from RMB189.5 million for the financial year
ended December 31, 2007 to RMB136.5 million for the financial year ended December 31, 2008,
primarily due to the economic downturn in the countries of our overseas markets whereas, we devoted
more resources to expand our Meike branded product in the PRC market due to the increase in the

market demand of sportswear and improving economic conditions in the PRC.

Cost of sales

Cost of sales increased by 8.6% from RMB227.0 million for the financial year ended December
31, 2007 to RMB246.5 million for the financial year ended December 31, 2008, primarily as a result
of an increase in sales of our products. However, our raw materials costs for footwear production
decreased by 14.2% from RMB161.5 million for the financial year ended December 31, 2007 to
RMB138.6 million for the financial year ended December 31, 2008, primarily due to the decrease in
the total number of footwear produced and sold during this period. The total number of footwear of
our export sales decreased by 37.5% from 6.4 million pairs for the financial year ended December 31,
2007 to 4.0 million pairs for the financial year ended 2008, although the total number of our Meike
footwear sold in the PRC market increased by 30.8% from 1.3 million pairs for the financial year
ended December 31, 2007 to 1.7 million pairs for the financial year ended December 31, 2008. Labor
costs decreased by 12.6% from RMB26.9 million for the financial year ended December 31, 2007 to
RMB23.5 million for the financial year ended December 31, 2008, primarily due to the decrease in the
total numbers of footwear produced and sold during the period as the wages of our production staff
are calculated by piece. Cost of sales for our apparel increased by 199.5% from RMB21.3 million for
the financial year ended December 31, 2007 to RMB63.8 million (consisting RMB52.9 million of
outsourced production costs and RMB10.9 million of internal production costs as we began to
manufacture some of our Meike apparel by new acquired production line in the second half of 2008)
for the financial year ended December 31, 2008, primarily due to the increased sales volume of our

Meike apparel.

Gross profit and gross profit margin

Gross profit increased by 16.9% from RMB101.8 million for the financial year ended December
31, 2007 to RMB119.0 million for the financial year ended December 31, 2008, primarily due to the
increase in sales. Gross profit margin for our products slightly increased from 31.0% to 32.6% over
the same period because the rate of increase of our revenues outpaced the rate of increase in cost of
sales. This is primarily due to the increases in both the average wholesale selling price of our Meike
footwear and accessories, and the average export selling price of our export footwear, as a result of

successful brand promotion, improved product design and better quality.
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Gross profit and gross profit margin for our Meike footwear

Gross profit of our Meike footwear increased 34.1% from RMB40.5 million for the financial year
ended December 31, 2007 to RMB54.3 million for the financial year ended December 31, 2008. Gross
profit margin for our Meike footwear increased by 4.6% from 38.9% for the financial year ended
December 31, 2007 to 40.7% for the financial year ended December 31, 2008, primarily due to the
slight increase in the average wholesale selling price of some of our major models.

Gross profit and gross profit margin for our Meike apparel

Gross profit of our Meike apparel increased by 187.4% from RMB8.7 million for the financial
year ended December 31, 2007 to RMB25.0 million for the financial year ended December 31, 2008,
primarily due to the increase in the sales of our Meike apparel and slight increase in the average
wholesale selling price. Gross profit margin for our Meike apparel decreased by 3.1% from 29.0% for
the financial year ended December 31, 2007 to 28.1% for the financial year ended December 31, 2008.
This was primarily due to the change of our product mix in order to diversify our products range and
enhance our popularity. New shorts and t-shirts were launched in 2008, which have lower margins but

have higher sales volume.

Gross profit and gross profit margin for our Meike accessories

Gross profit of our Meike accessories increased by 210.1% from approximately RMB158,000 for
the financial year ended December 31, 2007 to approximately RMB490,000 for the financial year
ended December 31, 2008, primarily due to increase in sales of our Meike accessories. Gross profit
margin increased from 17% for the financial year ended December 31, 2007 to 22.0% for the financial
year ended December 31, 2008. This increase was primarily due to the expansion of our product

collection, including some newly introduced products that had a higher profit margin.

Gross profit and gross profit margin for our export sales

Gross profit of our export footwear decreased 25.7% from RMB51.4 million for the financial
year ended December 31, 2007 to RMB38.2 million for the financial year ended December 31, 2008,
primarily due to decreases in sales as a result of the economic downturn in our overseas markets as
well as resources we devoted to the PRC market due to the increasing market demand for sportswear

products. Gross profit margin remained unchanged as compared to the same period of time.

Other income

Other income increased by 161.5% from RMB1.3 million for the financial year ended December
31, 2007 to RMB3.4 million for the financial year ended December 31, 2008, primarily as a result of
the increase in receipt of government grants of RMB1.7 million and an increase in interest income of
approximately RMB704,000.
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Selling and distribution expenses

Selling and distribution expenses increased by 68.8% from RMB17.6 million for the financial
year ended December 31, 2007 to RMB29.7 million for the financial year ended December 31, 2008,
primarily as a result of a significant increase in our advertising and marketing expenses by RMB7.1
million relating to increased expenditures on television advertisements and sponsorship on the
Chinese Women Hockey Team during the period of the 2008 Beijing Olympic Games. Selling and
distribution expenses represented 8.1% of our total revenues for the financial year ended December
31, 2008, as compared to 5.4% of our total revenue for the financial year ended 2007.

Administrative expenses

Administrative expenses increased by 63.7% from RMB11.3 million for the financial year ended
December 31, 2007 to RMB18.5 million for the financial year ended December 31, 2008, primarily
due to increases in salaries and welfare payments as we recruited more staff and increases the salary
levels, amortization cost for the land use right and travelling expenses.

Other operating expenses

Other operating expenses increased by 10% from RMB6.0 million for the financial year ended
December 31, 2007 to RMB6.6 million for the financial year ended December 31, 2008, primarily due
to the increase in research and development cost.

Finance costs

Finance costs increased by 90% from RMBS5.0 million for the financial year ended December 31,
2007 to RMB9.5 million for the financial year ended December 31, 2008, primarily due to the increase
in bank borrowings for capital expenditure on the production facilities located at Shanxia Village,
Shanxia Town, Huian County, Quanzhou City, Fujian Province, the PRC and increase in interest rates.

Profit before tax

Profit before tax decreased by 7.8% from RMB63.1 million for the financial year ended
December 31, 2007 to RMB58.3 million for the financial year ended December 31, 2008, primarily
due to the factors described above.

Income tax

Income tax expense decreased by 68.4% from RMBS5.7 million for the financial year ended
December 31, 2007 to RMB1.8 million for the financial year ended December 31, 2008, primarily due
to the subsequent refund of income tax paid for 2007 as a result of tax concessions enjoyed by Fujian
Meike. Fujian Meike was a Foreign-invested Export Enterprise (#h 4% & 7 it 142 3), income tax
was charged at 27% for the year of 2007. As the export business of Fujian Meike accounted for 70%
of total turnover in 2007, it is eligible for a reduction in tax and was only subject to 12% income tax
rate for 2007. The excess enterprise income tax paid was refunded in the year of 2008.
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Comprehensive income for the year

As a result of the foregoing, total comprehensive income for the year slightly decreased by 1.7%
from RMB57.4 million for the financial year ended December 31, 2007 to RMB56.4 million for the
financial year ended December 31, 2008, and our net comprehensive income margin decreased from
17.5% for the financial year ended December 31, 2007 to 15.4% for the financial year ended December
31, 2008.

Financial Year Ended December 31, 2006 Compared to Financial Year Ended December 31, 2007

Revenue

Revenue increased by 81.7% from RMB180.9 million for the financial year ended December 31,
2006 to RMB328.7 million for the financial year ended December 31, 2007, primarily as a result of
the following:

Sales of our Meike products

Sales of our Meike footwear

Revenue from sales of our Meike footwear increased by 169.9% from RMB38.6 million for the
financial year ended December 31, 2006 to RMB104.2 million for the financial year ended December
31, 2007, primarily due to the management’s decision to shift business focus from the overseas
markets to the local market because several countries passed standards relating to product safety
hygiene, technology and environment in 2006, adversely affecting the footwear exportation from the
PRC, while the local market demand for sportswear grew quickly and the average selling price was
much higher as compared to sales to overseas markets. In addition, the rapid expansion of our retail
network after our conversion to the distributorship business model in 2006, our diversified product
range, the improvement in our product designs and quality controls, as well as our successful
implementation of our advertising and promotion strategies in the domestic market all contributed to
the increase in sales volume for the financial year ended December 31, 2007. As a result, the total
volume of our Meike footwear sold in our domestic market increased by 113.1% from approximately
609,000 pairs for the financial year ended December 31, 2006 to 1.3 million pairs for the financial
year ended December 31, 2007, increasing our revenue from Meike footwear.

Sales of our Meike apparels

Revenue from sales of our Meike apparels increased by 757.1% from RMB3.5 million for the
financial year ended December 31, 2006 to RMB30.0 million for the financial year ended December
31, 2007, as we started to sell our Meike apparel in 2006 and revenue of our Meike apparel increased
substantially in 2007. We successfully expand and diversify our product lines in 2007. The increase
in revenue from sales of our Meike apparel in 2007 was primarily due to the increase of the total
quantity of our Meike apparel sold in 2007, which represented more than 3 times the quantity sold in
2006. The increase in revenue from sales our of our Meike apparel during the same period is also due
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to the increase in the average wholesale selling price due to the broadening of our apparel categories
and the enhanced brand recognition. In addition, the recognition and acceptance of our Meike brand
through successful advertising and promotion strategies also helped to boost our sales volume of our

Meike apparels.

Sales of our Meike accessories

Revenue from sales of our Meike accessories was first recorded in the financial year ended
December 31, 2007 as we began to sales Meike branded accessories in 2007 in order to expand our

range of product offerings.

Export sales

Revenue from export sales increased by 43.0% from RMB132.5 million for the financial year
ended December 31, 2006 to RMB189.5 million for the financial year ended December 31, 2007,
primarily due to the increased acceptance and demand of our products with higher quality and better

design in the overseas markets.

Cost of sales

Cost of sales increased by 71.6% from RMB132.3 million for the financial year ended December
31, 2006 to RMB227.0 million for the financial year ended December 31, 2007, in line with the
increase in sales. Our raw materials cost increased by 62.5% from RMB99.4 million for the financial
year ended December 31, 2006 to RMB161.5 million for the financial year ended December 31, 2007,
primarily due to the increase in the number of footwear produced and sold by us during this period.
Labour costs increased by 89.4% from RMB14.2 million for the financial year ended December 31,
2006 to RMB26.9 million for the financial year ended December 31, 2007, primarily due to the
increase in number of our production staffs from 970 for the financial year ended December 31, 2006
to 1,565 for the financial year ended December 31, 2007. Outsourced production costs for our Meike
apparel increased by 914.3% from RMB2.1 million for the financial year ended December 31, 2006
to RMB21.3 million for the financial year ended December 31, 2007, primarily due to the increase our

apparel purchased from our contracted manufacturers and sold during the period.

Gross profit and gross profit margin

Gross profit increased by 109.5% from RMB48.6 million for the financial year ended December
31, 2006 to RMB101.8 million for the financial year ended December 31, 2007, primarily due to
increase in our sales. Gross profit margin for our products increased from 26.9% to 31.0% over the
same period, primarily due the increase in sales volume of our Meike footwear and apparel in the local

market, which have a higher gross margin as compared to our exported footwear.
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Gross profit and gross profit margin for our Meike footwear

Gross profit for our Meike footwear increased by 177.4% from RMB14.6 million for the financial
year ended December 31, 2006 to RMB40.5 million for the financial year ended December 31, 2007.
Gross profit margin for our Meike footwear increased from 37.7% for the financial year ended
December 31, 2006 to 38.9% for the financial year ended December 31, 2007 because the pace of
growth of sales of our Meike footwear outpaced the corresponding growth in cost of sales primarily
due to improved design, better quality and increase in recognition of our Meike branded footwear.

Gross profit and gross profit margin for our Meike apparel

Gross profit for our Meike apparel increased by 528.6% from RMB1.4 million for the financial
year ended December 31, 2006 to RMBS8.8 million for the financial year ended December 31, 2007.
Gross profit margin for our Meike apparel decreased from 40.5% to 29.0%, because the increase in
cost of sales was outpaced the corresponding growth of sales. This is primarily due to the expansion
of our product range, use better quality of materials and improved design, and resulted in a higher
outsourced contract price of our apparel.

Gross profit and gross profit margin for our Meike accessories

Gross profit for our Meike accessories was approximately RMB158,000 with a gross profit
margin 16.5% for the sales of our Meike accessories in the financial year ended December 31, 2007.

Gross profit and gross profit margin for our export sales

Gross profit for our export footwear increased by 65.8% from RMB31.0 million for the financial
year ended December 31, 2006 to RMB51.4 million for the financial year ended December 31, 2007.
Gross profit margin for our export footwear increased by 15.8% from 23.4% for the financial year
ended December 31, 2006 to 27.1% for the financial year ended December 31, 2007 because the pace
of growth of sales of our export footwear outpaced the corresponding growth in cost of sales. This was
primarily due to the economies of scale achieved in our self-production process resulted from our
expansion of production capacity and the increase in the average export price the footwear.

Other income

Other income decreased by 35% from RMB2.0 million for the financial year ended December 31,
2006 to RMB1.3 million for the financial year ended December 31, 2007, mainly due to a reversal of
impairment of other receivables of RMB1.4 million for the financial year ended December 31, 2006
and compared to approximately RMB262,000 for the financial year ended December 31, 2007.

Selling and distribution expenses

Selling and distribution expenses increased by 117.3% from RMBS8.1 million for the financial
year ended December 31, 2006 to RMB17.6 million for the financial year ended December 31, 2007,
primarily due to an increase in advertising and marketing expenses as a result of increased advertising
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and marketing activities to promote our Meike brand. Moreover, packaging expenses also increased
in line with the increase in sales volume. Selling and distribution expenses represented 5.4% of our
total revenue for the financial year ended December 31, 2007, as compared to 4.5% of our total

revenue for the financial year ended December 31, 2006.

Administrative expenses

Administrative expenses increased by 63.8% from RMB6.9 million for the financial year ended
December 31, 2006 to RMB11.3 million for the financial year ended December 31, 2007, primarily
due to increases in salaries and welfare payments as we had approximately 50 newly hired staff during
the year ended December 31, 2007.

Other operating expenses

Other operating expenses increased by 200.0% from RMB2.0 million for the financial year ended
December 31, 2006 to RMB6.0 million for the financial year ended December 31, 2007, primarily due
to increase in research and development cost to support the Meike brand and improve products range,

design and functionality.

Finance costs

Finance costs increased by 19.0% from RMB4.2 million for the financial year ended December
31, 2006 to RMB5.0 million for the financial year ended December 31, 2007, primarily due to an
increase in the amount of bank borrowings as financing for our capital expenditure and working

capital for our expansion of production capacity.

Profit before tax

Profit before taxation increased by 114.6% from RMB29.4 million for the financial year ended
December 31, 2006 to RMB63.1 million for the financial year ended December 31, 2007, primarily

due to the factors described above.

Income tax

Income tax expenses decreased by 8.1% from RMB6.2 million for the financial year ended
December 31, 2006 to RMBS5.7 million for the financial year ended December 31, 2007. This was
because we have delegated all our sales of Meike sportswear to our newly setup subsidiary, Fujian
Meisike, a foreign investment enterprise, which is entitled to tax concessions whereby the profit for
the first two financial years beginning with the first profit making year is exempted from income tax

and the first profit making year of Fujian Meisike was 2007, therefore, exempted from income tax.
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Comprehensive income for the year

As a result of the foregoing, total comprehensive income increased by 148.5% from RMB23.1
million for the financial year ended December 31, 2006 to RMBS57.4 million for the financial year
ended December 31, 2007, and our net comprehensive income margin increased from 12.8% for the
financial year ended December 31, 2006 to 17.5% for the financial year ended December 31, 2007.

LIQUIDITY AND CAPITAL RESOURCES

Our primary uses of cash are for payments of purchase from suppliers and contract
manufacturers, our various expenses and capital expenditures. We have historically financed our

liquidity requirements primarily through bank loans and shareholders’ capital contributions.

The following table is a condensed summary of our consolidated statements of cash flows for the

periods indicated:

For the financial year ended  For the nine months

December 31, ended September 30,
2006 2007 2008 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Net cash from/(used in) operating
activities 41,689 46,631 28,313 (16,827)  (39,335)
Net cash used in investing
activities (11,734)  (46,351)  (45,428) (21,497) (4,229)
Net cash generated from financing
activities 12,933 30,855 30,540 33,075 48,759
Net increase/(decrease) in cash and
cash equivalents 42,888 31,135 13,425 (5,249) 5,195
Cash and cash equivalents at end
of the year/period, represented
by cash and bank balances 48,289 79,437 92,883 74,162 98,022

Cash Flow from Operating Activities

We derive our cash generated from operating activities principally from the receipt of payments

for the sales of our products.
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For the nine months ended September 30, 2009, we had an operating profit before changes in
working capital but after adjustments for non-cash expenses and income of RMB88.4 million and net
cash of RMB39.3 million used in operating activities. The difference of RMB127.7 million was
attributable to an increase in trade and other receivables of RMB143.4 million, primarily due to the
increase in revenue. Such cash used in operating activities was partially offset by a decrease in
inventories of RMB17.0 million due to better inventory control and the timing of sales order and
delivery requested by customers and an increase in trade and other payables of RMB3.1 million,

primarily due to the increase in purchases to meet the production need.

For the nine months ended September 30, 2008, we had an operating profit before changes in
working capital but after adjustments for non-cash expenses and income of RMB68.1 million and net
cash of RMB16.8 million used in operating activities. The difference of RMB84.9 million was
attributable to an increase in inventories of RMBI13.1 million and increase in trade and other
receivables of RMB83.0 million, both primarily due to the increase in revenue. Such cash used in
operating activities was partially offset by an increase in trade and other payables of RMBI11.9
million.

For the financial year ended December 31, 2008, we had an operating profit before changes in
working capital but after adjustments for non-cash expenses and income of RMB74.2 million and net
cash of RMB28.3 million generated from operating activities. The difference of RMB45.9 million was
attributable to an increase in inventories of RMB20.1 million and increase in trade and other
receivables of RMB33.8 million, both primarily due to the increase in revenue and piling inventory
level to meet anticipated demand in early 2009. Such cash used in operating activities was partially

offset by the increase in trade and other payables of RMB9.1 million.

For the financial year ended December 31, 2007, we had an operating profit before changes in
working capital but after adjustments for non-cash expenses and income of RMB74.1 million and net
cash of RMB46.6 million generated from operating activities. The difference of RMB27.5 million was
attributable to an increase in inventories of RMB10.1 million and an increase in trade and other
receivables of RMB31.9 million. The increase in inventories was primarily due to increased purchases
of raw materials to meet production need, while the increase in trade receivables was resulted from
significant sales growth. Such cash used in operating activities was partially offset by an increase in
trade and other payables of RMB23.7 million, primarily due to increase trade payables to suppliers due

to increase in purchases to meet production need.

For the financial year ended December 31, 2006, we had an operating profit before changes in
working capital but after adjustments for non-cash expenses and income of RMB37.4 million and net
cash of RMB41.7 million generated from operating activities. The difference of RMB4.3 million was
attributable to an increase in inventories of RMB11.7 million primarily due to the increase in sales
volume. Such cash used in operating activities was partially offset by a decrease in trade and other

receivables of RMB6.6 million and an increase in trade and other payables of RMB13.3 million.
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Cash Flow from Investing Activities

We derive our cash generated from investing activities principally from interest received on bank
deposits. Our cash used in investing activities is primarily consists of the cash used to purchase
property, plant and equipment and land use right.

For the nine months ended September 30, 2009, we had net cash used in investing activities of
RMB4.2 million, which was primarily due to the payment for purchase of property, plant and
equipment of RMB5.1 million and interest received of approximately RMB776,000.

For the nine months ended September 30, 2008, we had net cash used in investing activities of
RMB21.5 million, which was primarily due to payment for purchase of property, plant and equipment
of RMBS§.4 million, advance to a director of RMB2.4 million and payment for purchase of land use
right of RMB11.6 million, partially offset by interest received of approximately RMB866,000.

For the financial year ended December 31, 2008, we had net cash used in investing activities of
RMB45.4 million, which was primarily due to payment for purchase of property, plant and equipment
of RMB20.0 million, advance to a director of RMB1.4 million and payment for purchase of land use
right of RMB25.0 million, partially offset by interest received of approximately RMB905,000.

For the financial year ended December 31, 2007, we had net cash used in investing activities of
RMB46.4 million, which was primarily due to payment for purchase of property, plant and equipment
of RMB6.3 million, payment for purchase of land use right of RMBS8.2 million and payment of
RMB7.9 million to acquired a subsidiary and deposits of RMB26.1 million paid for acquisition of
property, plant and equipment and prepaid of land use right, partially offset by interest received of
approximately RMB201,000 and repayment from a director of RMB1.4 million.

For the financial year ended December 31, 2006, we had net cash used in investing activities of
RMBI11.7 million, which was primarily due to payment for purchase of property, plant and equipment
of RMB2.6 million and deposit of RMBS8.2 million paid for acquisition of property, plant and
equipment and prepaid of lease payments, partially offset by interest received of approximately
RMB65,000.

Cash Flow from Financing Activities

We derive our cash generated from financing activities primarily from proceeds from new bank
loans, issuance of paid up capital and proceeds from capital injection by minority shareholder. Our

cash used in financing activities is principally for repayment of bank loans and interest payments.

For the nine months ended September 30, 2009, we had net cash generated from financing
activities of RMB48.8 million, which was primarily due to proceeds from bank loans of RMB109.5
million, which were offset by repayment of bank loans of RMB53.0 million and interest payment of
RMB7.7 million.
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For the nine months ended September 30, 2008, we had net cash generated from financing
activities of RMB33.1 million, which was primarily due to proceeds from bank loans of RMB102
million, which were offset by repayment of bank loans of RMB62.0 million and interest payments of
RMB6.9 million.

For the financial year ended December 31, 2008, we had net cash generated from financing
activities of RMB30.5 million, which was primarily due to proceeds from bank loans of RMB135.0
million, offset by repayment of bank loans of RMB95.0 million and interest payments of RMB9.5

million.

For the financial year ended December 31, 2007, we had net cash generated from financing
activities of RMB30.9 million, which was primarily due to proceeds from bank loan of RMB95.0
million and proceeds from capital injection to a subsidiary by a minority shareholder of RMB4.9
million, partially offset by repayment of bank loans of RMB64.0 million and interest payments of
RMBS5.0 million.

For the financial year ended December 31, 2006, we had net cash generated from financing
activities of RMB12.9 million, which was primarily due to proceeds from bank loan of RMB64 million
and proceeds from issuance of paid up capital of RMB9.1 million, which were offset by repayment of
bank loans of RMB56.0 million and interest payments of RMB4.2 million.

CAPITAL EXPENDITURES

We have historically funded our capital expenditures from proceeds from bank loans, cash
generated from our operating activities and capital contributions by our shareholders. Our capital
expenditures are incurred primarily in connection with purchases of property, plant and equipment,

and land use rights and construction of the group’s facilities.

The following table sets forth a breakdown of our capital expenditures during the Track Record
Period:

As of

As of December 31, September 30,

2006 2007 2008 2009

RMB’000  RMB’000 RMB’000 RMB’000

Property, plant and equipment 2,646 9,569 3,896 2,659
Construction in progress — 4,957 33,203 2,468
Land use right 352 8,211 33,910 —

Total 2,998 22,737 71,009 5,127

— 186 —



FINANCIAL INFORMATION

Our capital expenditures increased by 656.7% from RMB3.0 million for the financial year ended
December 31, 2006 to RMB22.7 million for the financial year ended December 31, 2007, primarily
due to payment of RMB6.6 million for the purchase of property, plant and equipment for our existing
production facilities at Xibian Village, Chendai Town, Jinjiang City and RMBS8.2 million for the land
use right at Shanxia Village, Shanxia Town, Huian County. Our capital expenditures increased by
212.8% from RMB22.7 million for the financial year ended December 31, 2007 to RMB71.0 million
for the financial year ended December 31, 2008, primarily due to the payment of RMB33.9 million
for land use right and RMB33.2 million for construction in progress for the new production facilities
at Shanxia Village, Shanxia Town, Huian County. For the nine months ended September 30, 2009, we
spent RMB2.7 million mainly for purchase of property, plant and equipment for our existing
production facilities at Xibian Village, Chendai Town, Jinjiang City and Shanxia Village, Shanxia
Town, Huian County and RMB2.5 million for construction in progress for the foundation of staff

quarter at Shanxia Village, Shanxia Town, Huian County.

We estimated to incur further capital expenditures of approximately RMB2.5 million for the
financial year ended December 31, 2009 which will be mainly applied for the foundation works and
site preparation works for our production site at Shanxia Village, Shanxia Town, Huian County,

Quanzhou City, Fujian Province, the PRC.

We intend to fund our projected capital expenditures through cash generated from our operations

and bank borrowings.

Contractual obligations

The following table sets forth the aggregate amounts of our contractual obligations on a
consolidated basis as of December 31, 2006, 2007 and 2008 and September 30, 2009:

As at

As at December 31, September 30,

2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000

Construction in progress — 16,775 6,855 —
Operating lease commitments

With one year — 1,074 743 1,913
In the second to fifth years,

inclusive — 1,072 417 603

— 2,146 1,161 2,516
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Off-balance sheet commitments and arrangements

As of the Latest Practicable Date, we have not entered into any off-balance sheet transaction.

SELECTED DATA ON CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at

As at December 31, September 30,

2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 81,065 115,216 152,245 149,248
Current assets 127,891 200,850 268,899 400,428
Current liabilities 90,961 143,595 173,039 252,996
Net current assets 36,930 57,255 95,860 147,432
Total assets less current liabilities 117,995 172,381 248,105 296,680
Non-current liabilities — — 19,296 5,260
Net assets 117,995 172,381 228,809 291,420
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NET CURRENT ASSETS

Details of our current assets and liabilities as of each of the balance sheet dates during the Track

Record Period and as at November 30, 2009 are as follows:

As at As at

As at December 31, September 30, November 30,

2006 2007 2008 2009 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Current assets

Inventories 49,749 59,827 79,928 62,883 59,886
Trade and other

receivables 28,993 61,167 95,004 238,426 279,972
Amount due from a

director — — 37 — —
Amount due from related

companies 605 — — — —
Prepaid lease payments 255 419 1,097 1,097 1,097
Short term bank deposit — — 35,000 35,000 35,000
Cash and short term

deposits 48,289 79,437 57,833 63,022 52,635

127,891 200,850 268,899 400,428 428,590

Current liabilities
Trade and other payables 21,770 45,447 54,593 57,700 67,320
Amount due to a director 4 1,404 — 85 85
Amount due to a related

company — — — — —
Interest-bearing bank

loans 64,000 95,000 101,000 191,500 191,500
Current portion of long

term interest-bearing

bank loans — — 17,000 — —
Income tax payable 5,187 1,744 446 3,711 1,972
90,961 143,595 173,039 252,996 260,877

Net current assets 36,930 57,255 95,860 147,432 167,713
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Our net current assets increased by 55.0% from RMB36.9 million as of December 31, 2006 to
RMB57.3 million as of December 31, 2007, primarily due to an increase in inventories of RMB10.1
million and an increase in trade and other receivables of RMB32.2 million as a result of increase in
sales volume, and an increase in cash and short term deposits of RMB31.1 million. Such increases
were partially offset by an increase in trade and other payables of RMB23.6 million due to an increase
in sales volume and an increase in the interest-bearing loans and borrowings of RMB31.0 million,
which were mainly used to fund our daily operation.

Our net current assets increased by 67.4% from RMBS57.3 million as of December 31, 2007 to
RMB95.9 million as of December 31, 2008, primarily due to an increase in inventories of RMB20.1
million and an increase in trade and other receivables of RMB33.8 million as a result of increase in
sales volume. Such increase was partially offset by an increase in trade and other payables of RMBO.1
million due to an increase in sales volume and an increase in interest-bearing loans and borrowings
of RMB23.0 million, which were used to fund our daily operation and a decrease in cash and short
term deposits of RMB21.6 million.

Our net current assets increased by 53.7% from RMB95.9 million as of December 31, 2008 to
RMB147.4 million as of September 30, 2009, primarily due to an increase in trade and other
receivables of RMB143.4 million due to an increase in sales and our policy of extending credit terms
to our distributors to encourage them to expand their sales network. Such increase was partially offset
by a decrease in inventories of RMB17.0 million due to the improvement of our inventory control, an
increase in trade and other payables of RMB3.1 million due to an increase in sales volume, and an
increase in interest-bearing bank loans of RMB73.5 million, which were used for our daily operation.

Based on our unaudited consolidated management accounts as of November 30, 2009, we had net
current assets of approximately RMB167.7 million. The key components of our current assets as of
such date included inventories of RMB59.9 million, trade and other receivables of RMB280.0 million
and cash and cash equivalents of RMB87.6 million. The key components of our current liabilities
included short-term bank loans of RMB191.5 million and trade and other payables of RMB67.3
million.

The directors of the Company have confirmed that the amount due to a director of approximately
RMBS85,000 as at November 30, 2009 have been settled prior to the Listing.

INVENTORY ANALYSIS

During the Track Record Period, inventory was one of the principal components of our current
assets. The value of our inventories accounted for approximately 38.9%, 29.8%, 29.7% and 15.7% of
our total current assets as of December 31, 2006, 2007 and 2008 and September 30, 2009, respectively.
We conduct physical stock counts at the end of each financial year and we record a specific provision
if the estimate of the net realizable value of any inventory is below the corresponding cost of such
inventory, as a result of, among other things, being obsolete or damaged. During the financial year
ended December 31, 2007 and the financial year ended December 31, 2008, we have approximately
RMB529,000 and RMB62,000 of inventories written down, due to long history and damaged of the
inventories. Other than these, our inventories are stated at cost.
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The following table is a summary of our balance of inventories, which was stated at cost, as of
each of the balance sheet dates during the Track Record Period:

As at

As at December 31, September 30,

2006 2007 2008 2009

RMB’000  RMB’000  RMB’000 RMB’000

Raw Materials 14,805 28,628 27,180 36,230
Work-in-progress 6,556 6,147 4,700 3,734
Finished goods 28,388 25,052 48,048 22,919

Total 49,749 59,827 79,928 62,883

Our inventory increased by 20.3% from RMB49.7 million as of December 31, 2006 to RMB59.8
million as of December 31, 2007, primarily due to the increase in raw materials purchased to support

our expected increase in production in footwear in 2007.

Our inventory increased by 33.4% from RMBS59.8 million as of December 31, 2007 to RMB79.9
million as of December 31, 2008, primarily due to the increase in finished goods from RMB25.1
million as of December 31, 2007 to RMB47.9 million as of December 31, 2008. Increase in inventory
level was primarily due to the increase in finished goods level as a result of large quantity of sales
orders we received before the year end and to be delivered before the Chinese New Year holiday which
is earlier than previous years in the Track Record Period.

Our inventory decreased by 21.3% from RMB79.9 million as of December 31, 2008 to RMB62.9
million as of September 30, 2009, primarily due to the improvement in our inventory control and the
timing of sales order and delivery requested by customers.

As of November 30, 2009, RMB51.7 million, or 82.2%, of our inventories as of September 30,
2009 were consumed or sold.

The following table sets forth our average inventory turnover days for the Track Record Period:

For the nine

For the financial year months ended

ended December 31, September 30,

2006 2007 2008®" 2009

Average inventory turnover days 121 88 103 85

Notes:

(1)  Average inventory turnover days is equal to the average of the starting and ending inventory balances of the period

divided by cost of sales and multiplied by 365 days
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(2)  Average inventory turnover days for the nine months ended September 30, 2009 is equal to the average of the

starting and ending inventory balances of the period divided by cost of sales and multiplied by 275 days.

Our average inventory turnover days decreased from 121 days for the financial year ended
December 31, 2006 to 88 days for the financial year ended December 31, 2007, primarily due to our

improved inventory management to control production and delivery schedule.

Our average inventory turnover days increased from 88 days for the financial year ended
December 31, 2007 to 103 days for the financial year ended December 31, 2008, primarily due to the
increase of our finished goods level as of December 31, 2008 to meet delivery before the Chinese New
Year holiday in early 2009.

Our average inventory turnover days decreased from 103 days for the financial year ended
December 31, 2008 to 85 days for the nine months ended September 30, 2009, primarily due to

improved inventory control.

TRADE AND OTHER RECEIVABLES ANALYSIS

The following table sets forth the aging analysis of our trade and other receivables for the Track
Record Period:

As of
As of December 31, September 30,
2006 2007 2008 2009
RMB’000  RMB’000 RMB’000 RMB’000

Trade receivables
Within 90 days 20,058 40,742 46,770 141,782
91-180 days 4,450 5,525 28,905 72,872
181-365 days 721 3,938 5,664 —
Over 365 days 675 — — —
Subtotal 25,904 50,205 81,339 214,654
Other receivables and prepayment 3,089 10,962 13,665 23,772

Total 28,993 61,167 95,004 238,426

We generally provide our overseas customers a credit period of 40 to 90 days. As a policy, we
do not grant credit periods of over 90 days to our export customers. We have granted each Meike
distributors a credit period of no more than 180 days. However, when we believe that extending the
credit limit to a Meike distributor will allow more flexibility and working capital to Meike distributor
which in turn may encourage such distributor to open new Meike outlets and expand our Meike retail
network, depending on such distributor’s credit history, historical sales performance, and its current
plan of network expansion, we may, on a case by case basis, grant such Meike distributor a credit
period of more than 180 days from the date of delivery. From the beginning of the financial year of
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2009, we have extended our credit limit to some of our major distributors to assist them in opening
new Meike distributor outlets and therefore, the number of Meike outlets increased by 356, reaching
1,233 as of September 30, 2009. We expect the growth rate of the number of Meike outlets will be
higher in the second half of the financial year ended December 31, 2009.

As of November 30, 2009, RMB79.4 million, or 37%, of our trade receivables as of September
30, 2009 of RMB214.7 million were settled.

Other receivables and prepayments amounted to RMB3.1 million, RMB11.0 million, RMB13.7
million and RMB23.8 million as of December 31, 2006, 2007, 2008 and as of September 30, 2009,
respectively. Substantially all other receivables and prepayments are comprised of the deposits paid
for the purchase of materials and prepayments for sales related expenses. Significant increase in
balances from RMB3.1 million as of December 31, 2006 to RMB11.0 million as of December 31, 2007
was mainly attributed to the increased prepayment for purchase of raw materials to cope with the
increase in sales in 2007. As of November 30, 2009, RMBS8.3 million, or 35.3%, of our prepayment

as of September 30, 2009 have been recognised as purchases.

The following table sets forth our average trade receivables turnover days for the Track Record
Period:

For the nine

For the financial year months ended

ended December 31, September 30,

2006 2007®" 2008" 2009

Average trade receivables turnover days 38 42 66 117

Notes:

(I)  Average trade receivables turnover days is equal to the average of the starting and ending trade receivables

balances of the period divided by revenues and multiplied by 365 days.

(2)  Average trade receivables turnover days is equal to the average of the starting and ending trade receivables

balances of the period divided by revenues and multiplied by 275 days.

Our average trade receivables turnover days increased from 38 days for the financial year ended
December 31, 2006 to 42 days for the financial year ended December 31, 2007, and increased from
42 days for the financial year ended December 31, 2007 to 66 days to the financial year ended
December 31, 2008. Our turnover days for the average trade receivables turnover days increased from
66 days for the financial year ended December 31, 2008 to 117 days for the nine months ended
September 30, 2009, primarily due to the granting of longer credit terms and payment extensions

granted to our Meike distributors in order to encourage them to expand the number of Meike outlets.
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We believe that our average trade receivables turnover days will not continue to increase as the
granting of longer credit terms and payment extensions to our distributors is a measure to encourage
our distributors to expand the number of their retail outlets in the period from January 1, 2009 to
September 30, 2009. As we believe the cash flows and profits from the business of our Meike
distributors will continue to grow and stabilize on an on-going basis and will not require longer credit

terms from us, the average trade receivables turnover days will stabilize in the foreseeable future.

Impairment of trade and other receivables

The movement in the allowance for doubtful debts during the Track Record Period, including

both specific and collective loss components, is as follows:

For the nine

For the financial year months ended

ended December 31, September 30,

2006 2007 2008 2009

At the beginning of the year/period 1,667 264 2 2

Impairment loss recognized — — — —
Reversal of impairment loss

recognized in previous years (1,403) (262) — —

At the end of the year/period 264 2 2 2

We estimate impairment losses for trade receivables resulting from the inability of customers to
make required payments based on various parameters including the aging of the trade receivables
balances, customer credit-worthiness, and historical write-off experience. If we notice that the
financial condition of our customers were to deteriorate, actual write-offs would be higher than
estimated.

No impairment was provided for the financial year ended December 31, 2006, 2007, 2008 and
the nine months ended September 30, 2009.
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TRADE AND OTHER PAYABLES ANALYSIS

The following table sets forth the aging analysis of our trade and other payables for the Track
Record Period:

As of
As of December 31, September 30,
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Trade payables

Within 90 days 5,886 26,318 20,281 25,982
91-180 days 1,511 1,148 8,852 5,619
181-365 days 169 2,792 2,872 3,977
Over 365 days 2,150 2,400 635 L1175
Subtotal 9,716 32,658 32,640 36,753

Other payables and accruals
Other payables 4,389 4,405 15,191 11,074
Receipts in advance 2,782 2,066 1,100 275
Accrued payroll and welfare 4,883 6,318 5,662 9,598
Subtotal 12,054 12,789 21,953 20,947
Trade and other payables 21,700 45,447 54,593 57,700

Our trade and other payables primarily arise from to the purchase of raw materials from our
suppliers and payment payables to our contracted manufacturers, which are non-interest-bearing with
credit terms of 30 to 50 days. Purchases by us from our suppliers or payment to our contracted
manufacturers are settled by wire transfer or cash upon acceptance by us of such raw materials or
products. As of November 30, 2009, RMB14.6 million or 39.7% of our trade payables as of September
30, 2009 of RMB36.8 million have been settled.

Other payables and accruals consist of other payables and accrued payroll and welfare.

Our other payables as of December 31, 2006 were RMB4.4 million, consisting of deposits
received from our distributors of RMB1.8 million, RMB1.2 million of other tax payables and
approximately RMB482,000 union expenses. Our other payables as of December 31, 2007 were
RMB4.4 million, consisting mainly of RMB1.7 million payables for the purchase of land use right at
Shanxia Village, Shanxia Town, Huian County and the remainder was deposits received from our
customers. Our other payables as of December 31, 2008 were RMB15.2 million, consisting mainly
RMB12.0 million for purchase of property, plant and equipment and payment for construction in
progress. Our other payables as of September 30, 2009 of RMBI11.1 million mainly consisting of

RMBS.1 million payment for construction in progress and property, plant and equipment.
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Our receipts in advance consist of prepayment received from our distributors in relation to their
orders placed with us. All receipts in advance as of September 30, 2009 have been recognised as
revenue as of November 30, 2009.

Our accrued payroll and welfare increased by 28.6% from RMB4.9 million as of December 31,
2006 to RMB6.3 million as of December 31, 2007, primarily because monthly wages were paid in the
following month and the increases in salary level and the number of employees. Our accrued payroll
and welfare decreased by 9.5% from RMB6.3 million as of December 31, 2007 to RMB5.7 million as
of December 31, 2008, primarily due to decreases in the number of employees in the month of
December. Our accrued payroll and welfare increased by 68.4% from RMBS5.7 million as of December
31, 2008 to RMB9.6 million as of September 30, 2009, primarily due to the increase in the number
of the employees.

The following table sets forth over average trade payables turnover days for the Track Record
Period:

For the nine

For the financial year months ended
ended December 31, September 30,
20067 2007 2008V 2009

Average trade payables turnover days 17 34 48 41

Notes:

(1)  Average trade payables turnover days is equal to the average of the starting and ending trade payables balances

of the period divided by cost of sales and multiplied by 365 days.

(2)  Average trade payables turnover days is equal to the average of the starting and ending trade payables balances

of the period divided by cost of sales and multiplied by 275 days.

Our average trade payables turnover days increased from 17 days for the financial year ended
December 31, 2006 to 34 days for the financial year ended December 31, 2007 and from 34 days for
the financial year ended December 31, 2007 to 48 days for the financial year ended December 31,
2008. The increases were primarily due to increase in the purchase of raw materials to cope with our
rapid expansion of our production as we have acquired 2 new footwear production lines in late 2006,
and increase in sales orders from our overseas customers in 2007 and increase in sales orders from our
distributors for our Meike branded products in both 2007 and 2008. Our average trade payables
turnover days decreased from 48 days for the financial year ended December 31, 2008 to 41 days for
the nine months ended September 30, 2009 because we have settled our payment obligations with our

suppliers within shorter period.
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Our average trade payables turnover days in the foreseeable future will primarily depend on
various factors such as credit terms granted by our suppliers and contracted manufacturers and our
ability to satisfy payment obligations with our suppliers. However, we intend to settle our payment
obligations with our suppliers before their due date if our cash flows allow us to do so, which will
decrease our future average turnover days. We cannot give any assurance that our suppliers will not

shorten our credit periods.

OTHER FINANCIAL RATIO ANALYSIS

For the
nine months
For the financial year period ended
ended December 31, September 30,
2006 2007 2008 2009
Return on equity " 20.9% 31.6% 24.7% 19.9%
Return on assets * 10.8% 15.0% 11.7% 10.5%
Current ratio ¥ 1.4 1.4 1.6 1.6
Quick ratio™® 0.9 1.0 1.1 1.3
Notes:
1. The return on equity ratio is calculated by dividing the profit attributable to owner of the parent by the equity
attributable to owners of the parent, multiplied by 100%.
2. The return on assets ratio is calculated by dividing the profit attributable to owner of the parent by total assets,
multiplied by 100%.
3. The current ratio is calculated by dividing the current assets by the current liabilities.
4. The quick ratio is calculated by dividing the current assets less inventory by the current liabilities.

Our return on equity ratio was approximately 20.9%, 31.6% and 24.7% for the year ended
December 31, 2006, 2007 and 2008. The increase in return on equity ratio from December 31, 2006
to December 31, 2007 was primarily due to the significant increase in our profit attributable to owner
of the parent from RMB22.6 million for the financial year ended December 31, 2006 to RMB47.3
million for the financial year ended December 31, 2007. The decrease in return on equity ratio from
December 31, 2007 to December 31, 2008 was primarily due to the increase in the shareholder’s equity
by 32.8% attributable to the increase in assets including property, plant and equipment and prepaid
land lease payment, which was partly funded by bank borrowings but comprehensive income
attributable to shareholders has slightly decreased for the year ended December 31, 2008.
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Our return on assets ratio was approximately 10.8%, 15.0% and 11.7% for the year ended
December 31, 2006, 2007 and 2008. The increase in return on assets ratio from December 31, 2006
to December 31, 2007, was primarily due the significant increase in our profit attributable to owner
of the parent from RMB22.6 million for the financial year ended December 31, 2006 to RMB47.3
million for the financial year ended December 31, 2007. The decrease in return on assets ratio from
December 31, 2007 to December 31, 2008 was primarily due to our total assets increased by 33%
attributable to the increase in property, plant and equipment, prepaid land lease payment and trade and
other receivables but comprehensive income attributable to shareholders has slightly decreased for the
year ended December 31, 2008.

Our current ratio was 1.4, 1.4, 1.6 and 1.6 for the financial year ended December 31, 2006, 2007
and 2008 and nine months ended September 30, 2009. Our current ratio has remained at the same level
between the financial year ended December 31, 2006 and 2007. The increase in current ratio from
December 31, 2007 to December 31, 2008 was primarily due to the increase in our current assets,
which was, in turn, caused by (a) an increase in trade receivables in 2008 resulting from an increase
in sales; (b) an increase in inventory level in 2008 and; (b) an increase in cash balance, which were
partially offset by an increase in bank loans for our capital expansion in 2008. Our current ratio has
remained at a similar level between the financial year ended December 31, 2008 and nine months
ended September 30, 2009.

Our quick ratio was 0.9, 1.0, 1.1 and 1.3 for the financial year ended December 31, 2006, 2007
and 2008 and the nine months ended September 30, 2009. The gradual increase in quick ratio during
the Track Record Period was the composite effects of (i) increase in our current assets, which was
driven by increase in trade receivables resulting from increase in revenue and (ii) an increase in cash

balances, which were partially offset by increase in bank borrowings.

INDEBTEDNESS

Borrowings

The following table sets forth our indebtedness as of each of the balance sheet dates during the
Track Record Period and as of November 30, 2009:

As of As of

As of December 31, September 30, November 30,

2006 2007 2008 2009 2009

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Bank loans — secured — — 54,000 128,500 128,500
Bank loans — unsecured 64,000 95,000 81,000 63,000 63,000

64,000 95,000 135,000 191,500 191,500
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The following table sets forth the maturity profile of our bank loans as of each of the balance
sheet dates during the Track Record Period and as of November 30, 2009:

As of As of
As of December 31, September 30, November 30,
2006 2007 2008 2009 2009
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Analysed into:
Bank loans repayable
within 1 year 64,000 95,000 118,000 191,500 191,500
Bank loans repayable after
1 year but within 2 years — — 17,000 — —

64,000 95,000 135,000 191,500 191,500

As of November 30, 2009, being the latest practicable date for the purpose of this indebtedness
statement in this Prospectus, our total indebtedness amounted to RMB191.5 million, consisting of
short term secured bank loans of RMBI128.5 million which were secured by prepaid land lease
payments, building and account receivables of the Group, short-term unsecured bank loans of
RMB63.0 million which were guaranteed by Quanzhou Meike and Fujian Meike. The above bank loans
are all denominated in RMB. The bank loans bear interest rates ranging from 5.58% to 6.12% per
annum for the financial year ended December 31, 2006, ranging from 4.93% to 8.75% per annum for
the financial year ended December 31, 2007, ranging from 6.8% to 8.96% per annum for the financial
year ended December 31, 2008 and ranging from 3.72% to 7.47% per annum for the nine months ended
September 30, 2009. Due to their short repayment period, the carrying amounts of current bank loans
are approximately equal to their fair values. There were no unutilised banking facilities as of
November 30, 2009. We confirmed that there has not been any material change in our indebtedness
since November 30, 2009.

The bank loans of RMB191.5 million as of September 30, 2009 were secured by the following
interests and/or guaranteed by the following guarantors:

° RMB43.0 million was secured by properties held by Fujian Meike;

° RMB11.0 million was secured by properties and land use right held by Fujian Meike;

o RMB56.0 million was secured by land use right held by Quanzhou Meike;

° RMB18.5 million was secured by account receivables held by Quanzhou Meike;

° RMB40.0 million was guaranteed by Quanzhou Meike; and

° RMB23.0 million was guaranteed by Fujian Meike.
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Out of the bank loans of RMB135.0 million as of December 31, 2008, RMB111.0 million were
secured by the following interests and/or guaranteed by the following guarantors:

° RMB43.0 million was secured by properties held by Fujian Meike;

° RMB11.0 million was secured by properties and land use right held by Meike Fujian and
guaranteed by Ding Siqiang and Ding Xueleng;

e RMBI15.0 million was guaranteed by & & £ %88 & H & A R /A 7, a company owned by
T 5%, who is the brother of Ding Sigiang;

o RMB23.0 million was jointly guaranteed by HEH A %M EH M AMRAF and Ding
Sigiang and Ding Xueleng; and

RMB19.0 million was guaranteed by Quanzhou Meike.

The bank loans of RMB95.0 million as of December 31, 2007 were guaranteed by the following
guarantors:

e RMB31.0 million was guaranteed by f& & £ 448 F H i AR A, a company owned by
T 5%, who is the brother of the shareholder of the Group, Ding Sigiang;

° RMB59.0 million was guaranteed by an Independent Third Parties;
° RMB5.0 million was guaranteed by Ding Siqiang and Ding Xueleng.

The bank loans of RMB64.0 million as of December 31, 2006 were guaranteed by the following
guarantors:

° RMB18.0 million was guaranteed by 1@ & 2 %84 & M i A /A A, a company owned by
T /5%, who is the brother of Ding Sigiang;

° RMB46.0 million was guaranteed by Independent Third Parties.

Our Directors have confirmed that the above guarantees will be released prior to the Listing.
Gearing ratios

Our gearing ratio was 30.6%, 30.1%, 32.1% and 34.8% as of December 31, 2006, 2007 and 2008
and September 30, 2009, respectively. Gearing ratio is derived by dividing interest-bearing debt
incurred in the ordinary course of business by total assets.

Although our bank loans increased from RMB64 million as of December 31, 2006 to RMB95

million as December 31, 2007, and to RMB135 million as of December 31, 2008, our gearing ratio
throughout these three years were relatively stable, primarily due to the increases in property, plant
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and equipment, land use right, inventories and trade receivables which resulted in an increase in total
assets. Our gearing ratio increased from 32.1% as of December 31, 2008 to 34.8% as of September
30, 2009, primarily due to an increase in bank loans by RMB56.5 million for the nine months ended
September 30, 2009.

Contingent liabilities

As of September 30, 2009, we had no material contingent liabilities. We are not involved in any
current material legal proceedings, nor are we aware of any pending or potential material legal
proceedings involving us. If we were involved in such material legal proceedings, we would record
any loss contingencies when, based on information then available, it is likely that a loss has been

incurred and the amount of the loss can be reasonably estimated.

Disclaimers

Save as disclosed in “Financial Information- Indebtedness” above, and apart from intra-group
liabilities, we did not have outstanding mortgages, charges, debentures, loan capital, bank overdrafts,
loans, debt securities or other similar indebtedness, finance lease or hire purchase commitments,
liabilities under acceptances or acceptance credits or any guarantees or other material contingent
liabilities outstanding at September 30, 2009.

Our Directors confirm that, up to the Latest Practicable Date, there have been no material

changes in our indebtedness and contingent liabilities since November 30, 2009.

PROFIT ESTIMATE

We believe that, in the absence of unforeseen circumstances and on the basis and assumptions
as set out in “Appendix III — Profit Estimate”, our Company’s consolidated profit attributable to
equity shareholders for the financial year ended December 31, 2009 is unlikely to be less than
RMB90.6 million (HKD103.0 million).

The full texts of letter from the reporting accountants of our Company, and from the Sponsor in

respect of the profit estimate are set out in “Appendix III — Profit Estimate”.

DIVIDEND AND DIVIDEND POLICY

Our Company declared dividends of approximately RMB23.8 million, RMB8.4 million and
RMB15.6 million, respectively at December 9, 2009, December 11, 2009 and January 4, 2010. All such
declared dividends were paid out prior to our Listing. Save as above, no other dividends were paid by

us or any of our subsidiaries to their then shareholders during the Track Record Period.

No dividend, may be declared or paid other than out of our profit and reserves of our Company

lawfully available for distribution, including share premium. We may declare dividends via a general
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meeting but the amount may not exceed the amount recommended by our Directors. We may from time
to time also pay interim dividends as determined by our Directors to be justified by our profit and may
also pay half yearly or at other intervals at a fixed rate if the Directors are of the opinion that the profit
available for distribution justifies the payment.

Our Board of Directors will declare dividends, if any, in Hong Kong dollars on a per Shares basis
and will pay such dividends in Hong Kong dollars. The amount of any dividends to be declared or paid
in the future will depend on, among other things, our results of operations, cash flows and financial
condition, operating and capital requirements, the amount of distributable profit, the constitution of
our Company, the Company Law, applicable laws and regulations and other factors that our Directors
may consider as relevant. Shareholders will be entitled to receive such dividends pro rata according
to the amounts paid up or credited as paid up on the Shares. The declaration, payment, and amount
may or may not reflect on its historical declaration of dividend. There is no assurance as to whether
the dividend distribution will occur as intended, the amount of dividend payment or the timing of such
payment.

Subject to the factors described above, our Board of Directors currently intends to recommend
at the relevant shareholders meetings of the Company an annual dividend of no less than 20% of the
net profit available for distribution to our Shareholders in the foreseeable future.

RELATED PARTY TRANSACTIONS

With respect to the related party transactions set out in our consolidated financial statements
included in the accountants’ report set out in Appendix I to this prospectus, our Directors confirm that
these transactions were conducted on normal commercial terms/or that such terms were no less
favorable to our Group than terms available to Independent Third Parties and were fair and reasonable
and in the interest of our Shareholders as a whole.

For a discussion of related party transactions, see Appendix I to this prospectus.
DISTRIBUTABLE RESERVES

As of September 30, 2009, we did not have any distributable reserves available for distribution
to the Shareholders of our Company.

WORKING CAPITAL

Our Directors are of the opinion that, taking into consideration of the financial resources
presently available to our Company, including banking facilities, our operating cashflows and the
estimated net proceeds from our Share Offer, our Company has sufficient working capital for its
working capital requirements at least in the next 12 months commencing from the date of this
prospectus.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors have confirmed that there are no circumstances which, had we been required to
comply with Rules 13.13 to 13.19 in Chapter 13 of the Listing Rules, would have given rise to a
disclosure requirement under Rules 13.13 to 13.19 of the Listing Rules.
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NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the Latest Practicable Date, there has been no material adverse
change in our financial or trading position or prospects since September 30, 2009 and there is no event
since September 30, 2009 which would materially affect the information shown in our consolidated
financial statements included in the accountants’ report set out in Appendix I to this prospectus, in
each case except as otherwise disclosed herein.

PROPERTY INTERESTS AND PROPERTY VALUATION

Particulars of the Group’s property interests are set out in Appendix IV to this prospectus. BMI
Appraisals Limited has valued the property interests of the Group as at October 31, 2009. A summary
of values and valuation certificates issued by BMI Appraisals Limited are included in Appendix IV to
this prospectus.

The table below sets forth the reconciliation of aggregate amounts of our properties from the
Group’s audited consolidated financial statements as at September 30, 2009 to the unaudited net book
value of the Group’s property interests as at October 31, 2009:

RMB’000
Audited net book value of properties as at September 30, 2009 116,786
Additions during the period from October 1, 2009 to October 31, 2009 —
Disposals during the period from October 1, 2009 to October 31, 2009 —
Amortisation of land use rights and depreciation of buildings
during the period from October 1, 2009 to October 31, 2009 (324)
Unaudited net book value of properties as at October 31, 2009 116,462
Revaluation surplus as at October 31, 2009 21,745

QUANTITATIVE AND QUALITATIVE INFORMATION ABOUT MARKET RISKS

Interest Rate Risk

We do not have any significant exposure for risk of changes in market interest rate as our debt
obligations were all with fixed interest rates.

Foreign Currency Risk

We have sales by operating units in currencies other than the unit’s functional currency, we have
subject to transactional currency exposures. As at December 31, 2006, 2007 and 2008 and September
30, 2009, approximately 0%, 6%, 8% and 2% of our revenue are denominated in foreign currency,
respectively. The possible changes in the exchange rate may affect our profit before tax due to the
changes in fair value of monetary assets and liabilities and our equity. We historically have not entered
into any foreign currency derivative instruments to hedge the potential foreign currency risk.
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Credit Risk

Our principal financial assets are trade and other receivables and cash and cash equivalents,

which represent the maximum exposure to credit risk in relation to the financial assets.

It is our policy that all customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, we will review the recoverable amount of each individual debt

at each balance sheet date to ensure adequate impairment losses are made for irrecoverable amounts.

During the Track Record Period, we were exposed to concentration of credit risk because as of
December 31, 2006, 2007 and 2008 and September 30, 2009 approximately 39%, Nil, 1% and 13% of
our total trade receivables were due from our largest customer, respectively, and approximately 42%,
25%, 39% and 42% of the total trade receivables were due from our five largest customers,
respectively. Given our customers’ credit history during the Track Record, the credit evaluation
performed by us, and our efforts to keep close relationship with our customers by visiting our Meike
outlets from time to time to inspect, among other things, their financial conditions, and, by frequently
communicating with our customers about their business and operations, our Directors believe we do
not have a significant exposure to credit risk. See “Risk Factors — We are exposed to certain
concentration of credit risk and our financial condition and results of operations could be adversely

affected if our customers do not pay us for their purchases in a timely manner or at all”.

Liquidity Risk

Liquidity risk is the risk of non-availability of funds to meet all contractual financial
commitments as they fall due. We do not have any significant exposure to liquidity risk as we were
in a net current asset position as of December 31, 2006, 2007, 2008 and September 30, 2009.

UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

The following unaudited pro forma adjusted net tangible assets (“Unaudited Pro Forma NTA”)
of the Group prepared in accordance with Rule 4.29 of the Listing Rules is for illustrative purposes
only, and is set out below to illustrate the effect of the Placing and Public Offer on the consolidated
net tangible assets of the Group attributable to the owners of the Company as of September 30, 2009
as if the Placing and Public Offer had taken place on September 30, 2009.

This unaudited pro forma statement of adjusted net tangible assets has been prepared for
illustrative purposes only and because of its hypothetical nature, it may not give a true picture of the

consolidated net tangible assets of the Group as at September 30, 2009 or at any future dates following
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the Placing and Public Offer. It is prepared based on the consolidated net tangible assets of the Group
as at September 30, 2009 as set out in the Accountants’ Report of the Group, the text of which is set
out in Appendix I to this Prospectus, and adjusted as described below.

Consolidated Unaudited
net tangible pro forma
assets adjusted net
attributable tangible Unaudited Unaudited
to the owners Estimated assets pro forma pro forma
of the Parent net proceeds attributable adjusted adjusted
as at from the to the net tangible net tangible
September 30, Placing and owners of  assets per assets per
2009 Public Offer the Parent Share Share
RMB’000 RMB’000 RMB’000 RMB HK$
(Note 1) (Note 2) (Note 3) (Note 4)
Based on the Offer Price of
HK$1.20 per Share 291,420 245,823 537,243 0.54 0.61
Based on the Offer Price of
HK$1.43 per Share 291,420 294,804 586,224 0.59 0.67

Notes:

(1)  The audited consolidated net tangible assets attributable to the owners of the Parent as at September 30, 2009 are arrived
based on our audited consolidated net tangible assets of approximately RMB291,420,000 as at September 30, 2009
extracted from the Accountants’ Report set out in Appendix I to this Prospectus.

(2)  The estimated net proceeds from the Placing and Public Offer are based on the Offer Price of HK$1.20 and HK$1.43 per
Share, after deduction of the underwriting fees and other related expenses payable by the Company. The calculation of
the estimated net proceeds adjusted from the Placing and Public Offer does not take into account any Shares which may
be issued upon the exercise of the Over-allotment Option.

(3)  The unaudited pro forma net tangible assets per Share is arrived at after adjustment for the estimated net proceeds from
the Placing and Public Offer payable to the Company as described in note (2) and on the basis that a total of
1,000,000,000 Shares were in issue as at September 30, 2009 (including Shares in issue as at the date of this Prospectus
and those Shares to be issued pursuant to the Placing and Public Offer and the Capitalisation Issue).

(4)  The unaudited pro forma adjusted net tangible asset per Share is translated into HK$ at exchange rate of RMBO0.88 to
HKS$1. 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.

(5)  Details of valuation of the Group’s properties interest as at October 31, 2009 are set out in Appendix IV to this
Prospectus. The Group will not incorporate the revaluation surplus or deficit in its financial statements for the year ended
December 31, 2009. It is the Group’s accounting policy to state its land use rights and property, plant and equipment at
cost less accumulated depreciation/amortisation and any impairment losses in accordance with the relevant HKASs,
rather than at revalued amounts. With reference to the valuation of the Group’s property interests as set out in Appendix
IV to this Prospectus, there was a revaluation surplus of the Group’s lands and properties of approximately
RMB21,745,000. If the revaluation surplus was incorporated in the Group’s financial statements for the year ended
December 31, 2009, an additional depreciation charged of approximately RMB863,000 per annum would be incurred.
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The net proceeds from the Share Offer, after deducting underwriting fees and estimated expenses

payable by us in connection thereto, are estimated to be approximately HK$302.2 million assuming

that the Over-allotment Option is not exercised and assuming an Offer Price of HK$1.32 per Share,
being the mid-point of the proposed Offer Price range of HK$1.20 to HK$1.43 per Share. We presently

intend to apply such net proceeds as follows:

as to approximately HK$91.9 million or 30.4% towards expansion of our production
capacity for apparel products which will include: approximately HK$72.4 million for
construction of manufacturing facilities, warehouse, staff quarters and approximately
HK$19.5 million for the purchases of machinery and equipment, at our land at Shanxia
Village, Shanxia Town, Huian County, Quanzhou City, Fujian Province and upgrading of

current manufacturing facilities, plant and machinery;

as to approximately HK$92.2 million or 30.5% towards, expanding and improving the
coverage of our distribution network and providing renovation subsidies in the form of
standardized promotional materials and display equipment to Meike distributor outlets and

Meike retailer outlets;

as to approximately HK$71.9 million or 23.8% towards organizing trade fairs, brand
promotion, sponsorship of sports league and events, media advertising (including but not
limited to television commercials, outdoor media, magazine advertising and web-based
advertising), launching marketing campaigns, activities and engaging celebrities as
spokespersons of Meike brand including approximately HK$51.7 million towards media
advertising and approximately HK$20.2 million towards brand promotion and marketing

activities;

as to approximately HK$24.2 million or 8.0% towards enhancing our research and
development capabilities, including approximately HK$19.8 million for the establishment
of a research and development centre and approximately HK$4.4 million for purchases of
facilities for material research, product testing, innovation and technology development and

for the recruitment of experts and designers; and

as to approximately HK$22.0 million or 7.3% towards working capital and other general
corporate purposes.

There is currently no concrete plans for us to apply the net proceeds towards the acquisition of

any specific property or company to which paragraph 12 of the Third Schedule of the Companies

Ordinance applies.

To the extent that the net proceeds are not sufficient to fund the uses set forth above, we intend

to fund the balance through a variety of means including cash generated from our operations and bank

financing. We currently believe that the net proceeds from the Share Offer, when combined with such

alternate sources of financing, are sufficient for the uses set forth above.
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If the Over-allotment Option is exercised in full, the net proceeds from the Share Offer will
increase to approximately HK$350.1 million, assuming an Offer Price of HK$1.32 per Share, being
the mid-point of the proposed Offer Price range. We intend to apply the additional net proceeds to the
above usage in the proportions stated above. If the Offer Price is set at the high-end or low-end of the
proposed Offer Price range, we intend to adjust the allocation of the net proceeds to the above usage

in the proportions stated above.

To the extent that the net proceeds of the Share Offer are not immediately applied for the above
purposes, it is the present intention of our Directors that such net proceeds will be deposited into

interest-bearing accounts with licensed and/or financial institutions.
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