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To the Qualifving Shareholders. and for informarion only, to the Excluded Shareholders,
Dear Sir or Madam,

PROPOSED RIGHTS ISSUE ON THE BASIS OF
THREE (3) RIGHTS SHARES FOR EVERY TWO (2) EXISTING SHARES
HELD ON RECORD DATE;
AND
NOTICE OF GM

INTRODUCTION

Reference is made to the Announcement of the Company in relation to, among other
things, the Rights Issue. The Rights Issue is conditional upon the Underwriting Agreement
having become uncenditional and not being terminated in accordance with the terms
thereof,

The purpose of this circular 1s to provide you with further details of the Rights Issue
and the notice of GM.



PROPOSED RIGHTS ISSUE

The Company proposes to implement the Rights Issue on the basis of three (3) Rights
Shares for every two (2) existing Shares held on the Record Date at the Subseription Price
of HKS$0.044 per Rights Share, to raise up to approximately HKS52.8 million {before
expenses) by issuing up to 1,200,000.000 Rights Shares to the Qualifying Shareholders.

On 29 December 2021 (after trading hours), the Company entered into the
Underwriting Agreement with the Underwriter, pursuant to which the Underwriter has
conditionally agreed to underwrite, on a best effort basis, the Underwritten Shares up to
660,000,000 (other than those agreed to be taken up by First Tech persuant to the
Irrevocable Undertakings), subject to the terms and conditions set out in the Underwriting
Agreement, in particular the fulfilment of the conditions precedent contained therein.
Details of the major terms and conditions precedent of the Underwriting Agreement are set
out in the section headed “The Underwriting Agreement” in this circular.

Further details of the Rights [ssuc are set out below:
Issue statistics

Basis of the Rights Issue : three (3) Rights Shares for every two (2) existing
Shares held on the Record Date

Subscription Price 1 HES$0.044 per Rights Share

Number of existing Shares in » o BO0,000,000 Shares
issue a8 at the Latest
Practicable Date

Number of Rights Shares : Up to 1,200,000.000 Rights Shares, assuming no
‘ further issue of new Share(s) and no repurchase of
Share{s) on or before the Record Date

Number of Shares as enlarged : Up to 2,000,000,000 Rights Shares, assuming no
by the allotment and issue of further issue of new Share(s) and no repurchase of
the Rights Shares Share(s) on or before the Record Date

Maximum funds to be raised 1 Up to approximately HK$52.8 million, assuming
before expenses no further issue of new Share(s) and no

repurchase of Share{s) on or before the Record
Date
Right of excess applications - ¢ Qualifying Shareholders may apply for Rights

Shares in excess of their provisional allotment

[



The Company does not have any options ouistanding wnder any share option scheme
of the Company or any other derivatives, options, warranis and conversion rights or other
similar rights which are convertible or exchangeable into Shares as at the Latest Practicable
Date. '

The nil-paid Rights Shares proposed to be provisionally allotted pursnant to the ferms
of the Rights Issue represents 150.00% of the Company’s issued share capital as at the
Latest Practicable Date and 60.00% of the Company’s issued share capital as enlarged by
the allotment and issue of the Rights Shares immediately after completion of the Rights
Issue assuming no further issue of new Share(s) other than the Rights Shares and no
repurchase of Share(s) on or before completion of the Rights Issue,

The Rights Issue is only underwritten on a best effort basis and there are no requirements
for minimum levels of subscription in respect of the Rights Issue. Subject to fulfilment or
satisfaction of the conditions precedent of the Rights Issue, the Rights Issue shall proceed
regardless of its level of acceptances, and up to 1,200,000,000 Rights Shares can be subscribed
subject, however, to any Scaling-down vis-a-vis the MGO Obligation,

In the event of under-subscription, any Rights Shares not taken up by the Qualifying
Shareholders whether under PAL(s) or EAF(s), or transferces of nil-paid Rights Shares, and
not subscribed by subscribers procured by the Underwriter will not be issned, and hence, the
size of the Rights Issue will be reduced accordingly. Investors aré advised to exercise caution
when dealing in the Shares.

Irrevocable Undertakings

As at the Latest Practicable Date, First Tech is interested in an aggregate of
480,000,000 Shares, representing 60.00% of the existing issued share capital of the
Company. Pursuant to the Irrevocable Undertakings, First Tech has unconditionally and
irrevocably undertaken to the Company, among other things, that (i} it shall accept and
subscribe its entitlement to the provisional allotment of 540,000,000 Rights Shares; and (ii)
it shall not sell, transfer or otherwise dispose of the Shares held by it in any manner before
the completion or lapse of the Rights Issue. First Tech will subscribe the Rights Shares up
to a level such that the Public Float Requirement will be complied with upon completion of
the Rights Issue and will not subscribe any additional Rights Shares other than the
aforesaid 540,000,000 Rights Shares,

Subscription Price
The Subscription Price is HK$0.044 per Rights Share, payable in full upon aceeptance
of the relevant provisional allotment of Rights Shares and, where applicable, application

for Tixcess Rights Shares under the Rights Issue or when a transferce of nil-paid Rights
Shares applies for the Rights Shares,

The Subscription Price represents:

(1) a discount of approximately 34.33% to the closing price of HK$0.067 per Share as
quoted on the Stock Exchange on the Last Trading Day;



(it} & discount of approximately 31.25% to the average of the closing prices of
approximately HK$0.064 per Share as quoted on the Stock Exchange for the five
consecutive trading days up to and including the Last Trading Day:

(iii) a discount of approximately 25.42% to the average of the closing prices of
approximately HK$0.059 per Share as quoted on the Stock Exchange for the ten
comsecutive trading days up to and including the Last Trading Day;

(iv) a discount of approximately 33.33% to the average of the closing prices of
approximately HK$0.066 per Share as quoted on the Stock Fxchange for the 30
consecutive trading days up to and including the Last Trading Day;

(v} a discount of approximately 16.98% to the theoretical cx-rights price of
approximately HKS0.053 per Share as adjusted for the effect of the Rights
Issue, based on the closing price of HK$0.067 per Share as quoted on the Stock
Exchange on the Last Trading Day;

(v} a discount of approximately 83.01% to the net asset value (*NAV”) per Share of
approximately HKS$0.2590 as at 30 September 2021, based on the unaudited
equity attributable to the Shareholders of approximately HK$207.2 million as at
30 September 2021 and 800,000,000 issued Shares as at the Latest Practicable
Date;

(vii) a theoretical dilution effect (as defined under Rule 10.44A of the GEM Listing
Rules) of approximately 20.60%; and

(viil) a discount of approximately 8.33% to the closing price of HK$0.048 per Share as
quoted on the Stock Exchange on the Latest Practicable Date.

The net price per Rights Share (i.e. Subscription Price less cost and expenses incurred
in the Rights Issue) upon full acceptance of the provisional allotment of Rights Shares will
be approximately HK$0.043.

As stated in the Company’s annual report for the year ended 31 December 2020 (the
“2020 Annual Report™) and quarterly report for the nine months ended 30 September 2021
{the “2021 Third Quarterly Report™), the financial performance of the Group for the year
ended 31 December 2020 and the nine months ended 30 September 2021 has been adversel ¥
affected by the prolonged COVID-19 pandemic and overall giobal eConomy uncertainty.
For the year ended 31 December 2020, the Group recorded a net loss of approximately
HKS$100.8 million as compared to a profit of approximately HK$18.2 million for the year
ended 31 December 2019, primarily attributable to (i) a decline in revenue by approximately
39.6% as a result of the COVID-19 pandemic and overall global economy uncertainty; (ii) a
decrease in profit margin mainly due to the aggressive pricing strategy in the challenging
business environment during the year; and (iii) impairment losses on certain inventories and
accounts receivables. For the nine months ended 30 September 2021, the G roup recorded a
decrease in revenue by approximately 6.7% as compared to the corresponding period in .
2020 due to a decrease in sales orders affected by the COVID-19 pandemic and overall
global economy uncertainty and incurred a net loss of approximately HKS4.5 million.




As at 30 June 2021, the Group had net current assets of approximately HK$0.6 million,
of which (i) pledged bank deposits and cash and cash equivalents were approximately
HXE5.2 million and HK$9.6 million, respectively; and (i) bank loans and overdrafts due
within ome year amounted to approximately HK$148.5 million. These conditions indicate
the existence of a material uncertainty which may cast significant doubt on the Group’s
ability to continue as a going concern, as stated in the interim report of the Company for
the six months ended 30 June 2021 {the “2021 Interim Report™).

As at 30 September 2021, the NAV per Share was ap_pfoximately HK$0.2590. As
lustrated in the Share price chart below, the Shares have been traded at a discount {o the
NAYV per Share (the “Piscounts™) in most of the time {i.e. 238 out of 245 trading days, or
approximately 97.1% of the irading days) during the last 12 months from 4 January 2021 to
29 December 2021 (the “Review Period”). The Discounts ranged from approximately
10.04% to approximately 79.54% with an average and median of approximately 42.59%
and 36.68%, respectively, Having considered (i) the financial performance of the Group for
the year ended 31 December 2020 and the nine months ended 30 September 2021; (i) the
current financial position of the Group; and (iii) the prevailing market prices of the Shares
which have been generally low during the last 12 months, the Directors (including the

~members of the Independent Board Commaittee} consider the discount represented by the
Subscription Price to the NAV per Share to be fair and reasonable.
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The Subscription Price was set at a discount to the recent closing prices of the Shares
aiming at lowering the further investment cost of the Shareholders so as to encourage them
to take up their entiflements to maintain their shareholdings in the Company, thereby
minimising dilution impaet. The Subscription Price was determined after arm’s length
negotiation between the Company and the Underwriter with reference to, among other
things, (i) the market price of the Shares under the prevailing market conditions: (i) the
recent business performance and financial position of the Group: and (iii) the reasons for
and benefits of Rights ssue as discussed in the section headed “Reasons for and benefits of
the Rights Issue™ in this circular.



The Directors (including the members of the Independent Board Committee) consider
the terms of the Rights Tssue, including the Subseription Price, to be fair and reasonable
and m the best interests of the Company and the Shareholders s 4 whole, after taking into
account that (i) the Qualifying Sharcholders who do not wish to take up their provisional
entitlements under the Rights Issue are able to sell the nil-paid rights in the market; (i) the
Rights Issue aliows the Qualifying Shareholders to subscribe for their pro-rata Rights
Shares for the purpose of maintaining their respective existing shareholding interests in the
Company and apply for Excess Righis Shares subject to the level of acceptance; (iii) the
proceeds from the Rights Issue can fulfil the working capital requirement and development
plan of the Group; and (iv) the Subscription Price was determined with reference to the
prevailing market prices and the recent business performance and financial position of the

Group.
Qualifying Shareholders

The Company will send the Prospectus Documents to the Qualifying Sharcholders
only. For the Excluded Shareholders, the Company will send copies of the Prospectus (o
them for their information only. but no PAL and EAF will be sent to the Excluded
Shareholders. To qualify for the Rights Issue, a Shareholder must be registered as 2 member
of the Company and not be an Excluded Shareholder on the Record Date.

Shareholders whose Shares are held by nominee companies (or which are deposited in
CCASS) should note that the Board will regard & nominee company (including HKSCC
Nominees Limited} as a single Shareholder according to the register of members of the
Company. Shareholders with their Shares held by nominec companies (or which are
deposited in CCASS) are advised to consider whether they would like to arrange for
registration of the relevant Shares in the name of the beneficial owaner{s) prior to the Record
Date. Shareholders and investors of the Company should consult their professional advisers
if they are in doubt.

In order to be registered as members of the Company on the Record Date, &
Shareholder must lodge the relevant transfer(s) of Share(s) (with the relevant share
certificates) with the Registrar, Tricor Investor Services Limited, at Level 54, Hopewell
Centre, 183 Queen's Road Buast, Hong Kong by 4:30 p.m. on Wednesday, 23 February
2022,

The last day of dealing in the Shares on cure-rights basis is Monday. 2t February 2022.
The Shares will be dealt with on an ex-rights basis from Tuesday, 22 February 2022,

Quaalifying Shareholders who do not take up the Rights Shares to which they are entitled
and Excluded Shareholders should note that their shareholdings in the Company will be
diluted.

Rights of Overseas Shareholders
The Prospectus Documents are not intended to be registered under the applicable

securities legislation of any jurisdiction other than Hong Kong. Overseas Shareholder(s)
may not be eligible to take part in the Rights Tssue as explained below.



In compliance with the necessary requirements of the GEM Listing Rules, the
Company will make enquiries regarding the feasibility of extending the Rights Issue to the
Overseas Shareholder(s) (if any). If based on legal opinions provided by the fegal advisers to
the Company, the Directors consider that it is necessary or expedient not to offer the Rights
Shares to the Overseas Shareholder(s) on account either of the legal restrictions under the
faws of the relevant place(s) or the reqquirements of the relevant regulatory body or stock
exchange in that (those) place(s), the Rights Issue will not be extended to such Qverseas
Shareholder(s). As at the Latest Practicable Date, there is no Oversess Shareholder with
registered addresses situated outside of Hong Kong.

The basis for excluding the Excluded Shareholder(s), if any, from the Rights Issue will
be set out in the Prospectus. The Company will send the Prospectus only (without the PAL
and the EAF) and a letter explaining the circumstances in which the Excluded Shareholders
are not permitted o participate in the Rights Issue to the Excluded Shareholders for their
information only.

Arrangements will be made for Rights Shares which would otherwise have been
provisionally allotted to the Excluded Shareholder(s) to be sold in the market in their nil
paid form as soon as practicable after dealings in the nil-paid Rights Shares commence, if a
premium {nct of expenses) can be obtained. The proceeds of such sale, less expenses and
stamp duty, of more than HKS$I00 will be paid pro rata o the relevant Exciuded
Shareholder(s). The Company will retain individual amounts of HKS100 or less for the
benefit of the Company. Any unsoid entitlement of Excluded Shareholder(s) to the Rights
Shares and any Rights Shares provisionally aliotted but not accepted by the Qualifying
Shareholders will be made availuble for excess applications by Qualifying Shareholders
under the EAF({s).

Overseas Shareholders should note that they may or may not be entitled to the Rights
Issue subject to the results of the enguiries made by the Company pursuant to the GEM Listing
Rules. Accordingly, Overseas Shareholders should exercise cantion when dealing in the
securities of the Company.

Closure of register of members

The register of members of the Company will be closed from Thursday, 24 February
2022 to Wednesday, 2 March 2022 (both dates inclusive) for determining the Sharcholders
entitlements to the Rights Tssue.

No transfer of Shares will be registered during the above book closure periods.
Basis of provisional aliotments

The basis of the provisional allotment shall be three (3) Rights Shares for every two (2)
existing Shares in issue and held by the Qualifying Shareholders at the close of business on
the Record Date at the Subscription Price payable in full on deceptance and otherwise on
the terms and subject to the conditions set out in the Underwriting Agreemeni and the
Prospectus Documents.



Application for all or any part of a Qualilying Shareholder’s provisional aliotment
should be made by lodging a duily completed PAL and a cheque or a banker’s cashier order
for the sum payable for the Rights Shares being applied for with the Registrar on or before
the Latest Time for Acceptance. Any holdings (or balance of holdings) of less than two 2)
Shares will not entitle their holders to be provisionally allotted a Rights Share. Please refer
to the arrangement as referred to in the paragraph headed “Fractional entitlements of the
Rights Shares” below, '

Fractional entitlements of the Rights Shares

In any event, fractions of the Rights Shares will not be provisionally allotted to any of
the Qualifying Shareholders. Fractional entitlements will be rounded down to the nearest
whole number of Rights Shares. Any Rights Shares created from the aggregation of
fractions of the Rights Shares will be made available for excess application by the
Qualifying Shareholders as described in the paragraph headed “Application for Excess
Rights Shares” below. Should there be no excess application by the Qualifying
Shareholders, those Rights Shares created from the aggregation of fraction of the Rights
Shares may or may not be taken up by the Underwriter.

Statas of the Rights Shares

The Rights Shares, when allotted and issued, shall rank pari passu in all respects with
the Shares then in issue. Holders of fully-paid Rights Shares will be entitled to receive all
future dividends and distributions which are declared, made or paid after the date of
aliotment of the Rights Shares in their fully-paid form.

Share certificates and refund cheques for the Rights Issue

Subject to the fulfillment of the conditions of the Rights Issue, certificates for all fully
paid Rights Shares are expected to be posted to those entitled thereto by ordinary post at
their own risk on or before Friday, 25 March 2022, Refund cheques in respect of wholly or
partially unsuccessiul applications for Excess Rights Shares (if any) are expected to be
posted on or before Friday, 25 March 2022 by ordinary post to the applicants at their own
risk, to their registered addresses. ‘



Application for Excess Rights Shares

The Company shall make the Excess Rights Shares available for subscription by the
Qualifying Sharcholders by means of EAF, and the Fxcess Rights Shares represent:

(i) any nil-paid Rights Shares provisionally allotted but not accepted by any of the
Qualifying Shareholders or otherwise subscribed for by transferees of nil-paid
Rights Shares prior to the Latest Time for Aceeplance;

(i} subject to the provisions of the Underwriting Agreement, any entitlements of the
Excluded Shareholders provisionally allotted to a nominee of the Company which
are left unsold;

{ili) any of the Rights Shares created from the aggregation of fractions of the Rights
Shares; and

(iv) the Scale-down PAL Shares (if any) and the Scale-down FAF Shares (if anv).

Application for Excess Rights Shares can be made by the Qualifying Sharcholders only
and by duly completing and signing an EAF {in accordance with the instructions printed
therein) and lodging the same with a separate remittance for the Excess Rights Shares being
applied for with the Registrar no later than 4:00 p.m. on Thursday. |7 March 2022.

(i) The Directors will, upon consultation with the Underwriter, ailocate any Excess
Rights Shares at their discretion on a fair and equitable basis on the following
principles:

{(ii} any Excess Rights Shares will be allocated to Qualifying Shareholders who apply
tfor them on a pro rata basis by reference to the number of the Excess Rights
Shares applied for;

{1ii) reference will only be made to the number of Excess Rights Shares being applied
for but no reference will be made to the Rights Shares subscribed through
applications by PALs or the existing number of Shares held by Qualifying
Shareholders; :

{iv) if the aggregate number of Rights Shares not taken up by the Qualifying
Shareholders and/or transferees of ail-paid Rights Shares under the PALs is
greater than the aggregate number of Excess Rights Shares applied for through
the EAFs, the Company will allocate to each Qualifying Sharcholder who applics
for Excess Rights Shares in full application; and

(v} no preference will be given to topping up odd-lots to whole board lots.

Sharcholders with their Shares held by 4 nominee company {(or which are deposited in
CCASS) should note that the Board will regard such nominee company {inciuding HKSCC
Nominees Limited) as a single Shareholder according to the register of members of the
Company. Accordingly. Sharcholders should note that the aforesaid arrangewment in



relation to the allocation of the excess Rights Shares will not be extended to the relevant
beneficial owners individually save and except for the beneficial owner(s) which the
Company may permit in its absolute discretion. Shareholders with their Shares held by a
nominee company {or which are held in CCASS) are advised to consider whether they
would like to arrange for the registration of the relevant Shares under their oWl nAmes on
or prior to the Record Date for the purpose of the Rights Issue. Shareholders who would
like to have their names registered on the register of members of the Company on the
Record Date, must lodge all necessary documents with the Registrar for registration by no
later than 4:30 p.m. on Wednesday, 23 February 2022, Shareholders and investors of the
Company should consult their professional advisers if they are in doubt as to their status.

Scale-down of subscriptions to avoid the triggering of the MGO Obligation

Pursuant to the Underwriting Agreement, as the Rj ghts Issue is only underwritten by
the Underwriter on a best effort basis, and so as to avoid the unwitting triggering of the
MGO Obligation, all applications for Rights Shares whether under the PAL(s) or the
EAF(s), or by transferees of nil-paid Rights Shares, or by subscribers procured by the
Underwriter will be made on the basis that the applications are to be scaled-down by the
Company Lo a level which does not trigger an MGO Obligation on the part of the applicant
or parties acting in concert with him/her/it. Any subscription monies for the Scale-down
PAL Shares or the Scale-down EAF Shares will be refunded to the applicants, and the
Scale-down PAL Shares and the Scale-down EAF Shares will be made available for
subscription by other Qualifying Shareholders through the EAF(s).

In addition, under and/or pursuant to the Scaling-down, any application for Rights
Shares, whether under PAL(s) or EAF (s), shall be subject to the scale-down mechanisms of
the Rights lssue as determined by the Company to levels which do not trigger any MGO
Obligation. Where the MGO Obligation is triggered by the exceeding of shareholding by
certain Shareholder(s), the applications of these Shareholders shzall be scaled down to levels
which do not trigger any MGO Obligation.

Arrangement on odd lots trading

In order to facilitate the trading of odd lots (il any} of the Shares, the Company will
appoint a designated broker to arrange for matching service on a best effort basis regarding
the sale and purchase of odd lots of the Shares for a Emited period of time. Shareholders
should note that matching of the sale and purchase of odd lots of the Shares is not
guaranteed. Any Shareholder who is in any doubt about the odd lots arrangement is
recommended to consult his‘her/its own professional advisers. Further details in respect of
the odd lots trading arrangement will be set out in the Prospectus.

Application for listing of the Rights Shares
The Company will apply to the Listing Committee of the Stock Exchange for the listing

of, and the permission to deal in, the Rights Shares. in both their nil-paid and fully-paid
forms.
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Subject to the granting of the listing of, and permission to deal m, the Rights Shares in
both their nil-paid aad fully-paid forms on the Stock Exchange as well as compliance with
the stock admission requirements of HKSCC. the Rights Shares in both their nil-paid and
fully-paid forms will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the commencement dates of the dealings in the Rights
Shares in both their nil-paid and fully-paid forms or such other dates as may be determined
by HKSCC.

Settlement of transactions between participants of the Stock Exchange on any trading
day is required to take place in CCASS on the second trading day thereafter. All activities
under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time.

Dealing in the Rights Shares in both their nil-paid and fully-paid forms which are
registered in the register of members of the Company in Hong Kong will be in the board lots
of 10,000 Rights Shares and will be subject t¢ the payment of stamp duty, Stock Exchange
trading fee, SFC transaction levy, investor compensation levy or any other applicabie fees
and charges in Hong Kong.

Sharcholders are advised to consult their professional advisers if they are in doubt as
to the taxation implications of the receipt, purchase, holding, exercising, disposing of or
dealing in. the nil-paid Rights Shares or the fully-paid Rights Shares and, regarding
Excluded Shareholders, their receipt of the net proceeds, if any, from sales of the nil-paid
Rights Shares on their behalf.

Condition of the Rights Issue

The Rights Issue is conditional upon the Underwriting Agreement having become
uncopditional and not being terminated in accordance with the terms thereof,

THE UNDERWRITING AGREEMENT
The Underwriting Agreement

On 29 December 2021 (after trading hours), the Company entered into the
Underwriting Agreement with the Underwriter, pursuant to which the Underwriter has
conditionally agreed to underwrite, on a best effort basis, the Underwriiten Shares up to
660,000,000 (other than those agreed to be taken up by First Tech pursnant to the

Irrevocable Undertakings), subject to the terms and conditions set out in the Underwriting
Agreement, in particular the fulfilment of the conditions precedent contained therein.

Principal terms of the Underwriting Agreement
Date : 29 December 2621 (after trading hours)

Underwriter : Sorrento Securities Limited

- 11 =



Number of Rights : Up to 660,000,600 Rights Shares (other ihan those agreed

Shares to be to be taken up by First Tech pursuant to the Irrevocable
underwritten Undertakings) underwritten by the Underwriter on a best

effort basis pursuant to the terms and conditions of the
Underwriting Agreement

Underwriting © 1% of the aggregate Subscription Price in respect of the
Commission Underwritten Shares actually procured by the Underwriter
for subscription pursuant to the Underwriting A greement

The Underwriter is a company incorporated in Hong Kong with limited liability and a
corporation licensed to carry on Type 1 (dealing in securities) and Type 4 (advising on
securities) regulated activities under the SFO whose ordinary course of business includes
underwriting of securities. To the best of the Directors’ knowledge, information and belief,
the Underwriter and its ultimate beneficial owner(s) are Independent Third Parties,

The terms of the Underwriting Agreement, including the underwriting commission
rate, were determined after arm’s length negotiation between the Company and the
Underwriter with reference (o the existing financial position of the Group, the size of the
Rights Issues, and the current and expected market condition. There is no minimum
underwriting commission charged by the Underwriter. If no subscriber is procured by the
Underwriter, the Company is not required to pay any commission fee to the Underwriter.
Given {i) there is no minimum fee charged by the Underwriter; (ii} the underwriting
commission fee of 1% is in line with the market rate; and (it} it is difficult to identify
underwriters which are willing to fully underwrite any unsubscribed Rights Shares under
the current market conditions, the Directors (including the members of the Independent
Board Committee) consider thai it is in the interests of the Company to engage the
Underwriter on a best-effort-underwritten basis.

The Directors (including the members of the independent Board Committee) consider
the terms of the Underwriting Agreement (including the underwriting commission) to be
fair and reasonable and in the interest of the Company and the Shareholders as a whole.

Save for the Underwriting Agreement, the Company has not ¢ntered into any
agreement, arrangement, understanding or undertaking in regard of the Rights Tssue with
the Underwriter or any of its connected persons and their respective associate.



Conditions of the Underwriting Agreement

The Underwriting Agreement is conditional upon the following conditions being
fulfilled or waived (as appropriate):

(i)

{ii}

(1ii)

(iv}

(v)

(vi)

the Listing Committee of the Stock Exchange granting or agreeing to grant
(subject to allotment) and not having withdrawn or revoked the approval for the
listing of, and permission to deal in, the Rights Shares (in their nil-paid and fully-
paid forms} prior to the Latest Time for Termination;

the filing and registration of all the Prospectus Documents (together with any
other documents reguired by applicable law or regulation to be annexed thereto)
with the Registrar of Companies in Hong Kong by no later than the Prospectus
Posting Date;

the posting of the Prospectus Documents to the Qualifying Shareholders and the
posting of the Prospectus to the Excluded Shareholders for information only, if
any, by no later than the Prospectus Posting Date;

the Underwriting Agreement not being terminated by the Underwriter pursuant to
the terms hereof on or before the Latest Time for Termination;

there being no breach of the undertakings and obligations of the Company under
the terms of the Underwriting Agreement at the Latest Time for Termination:

the Company having complied with all applicable taws and regulations;

(vii} each party having obtained all necessary consent and/or approval for entering

into the Underwriting Agreement or the transactions contemplated herein;

vili)the entering into of binding agreements b the Underwriter with certain
g g ag ¥

(ix)

(x)

subscriber(s) procured by the Underwriter and/or sub-underwriter(s), which
shall be Independent Third Parties, for placing and/or sub-underwriting the
Rights Shares, such that neither the Underwriter nor any of the subscriber(s)
procured by the Underwriter and/or subunderwriter(s) and/jor party or parties
acting in concert (having the meaning as set out in the Takeovers Code) with the
respective subscribers or any of the connected persons or associates of the
respective subscribers shall be interested in 30% or more of the issued share
capital of the Company as enlarged by the Rights Issue;

each condition to enable the Rights Shares in their nil-paid or fully-paid forms to
be admitted as eligible securities for deposit, clearance and settlement in CCASS
having been satisfied on or before the Business Day prior to the commencement of
trading of the Rights Shares (in their nil paid and fuliy-paid forms, respectively)
and no notification having been received by the Company from HKSCC by such
time that such admission or facility for holding and ssttlement has been or is to be
refused;

there being no Specified Event occurring on or before the Latest Time for
Termination;
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(xi) the Underwriter having received from the Company all the documents required
under the Underwriting Apreement in such form and substance satisfactory to the
Underwriter; and

(xii) First Tech having provided the Irrevocable Undertakings.

Save for the conditions (v) and (xi) which can be waived by the Underwriter and the
Company jointly, none of the above conditions can be waived. If any of the conditions
referred to above is not fulfilled, or waived (where applicable) by the Latest Time for
Termination, the Rights Issue will not proceed.

REASONS FOR AND BENEFITS OF THE RIGHTS ISSUE

The Group is principally engaged in the provision of printing products to Hong Kong-
based print brokers with customers in overseas markets and to international publishers
mainfy located in the United States of America (the “U.8.7), the United Kingdom (the
“U.K.”}, Australia and Europe (excluding the U.K.). The Group’s products comprise
mainly books and other paper-related products.

Circumstances leading o the Rights Issue

The financial performance of the Group for the year ended 31 December 2020 and the
nine months ended 30 September 2021 has been adversely affected by the prolonged
COVID-19 pandemic and overall global economy uncertainty.

For the year ended 31 December 2020, the Group recorded a net loss of approximately
HKS$100.8 million, primarily attributable to (i) a decline in revenue by approximately 39.6%
as a result of the COVID-19 pandemic aund overall global economy uncertainty; (i) a
decrease in profit margin mainly due to the aggressive pricing strategy in the challenging
business environment during the year; and (iii) impairment losses on certain inventories and
accounts receivables. resulting in an operating cash oulflow of approximately HK$13.]
million. As at 31 December 2020, the Group had (i) pledged bank deposits and cash and
cash equivalents of approximately HK$%.1 million and HKS1.6 million. respectively; (ii)
bank loans and overdrafts of approximately HK$159.6 million which were due for
repayment within a year; and (ii) net current assets of approximately HKS7.3 million. The
auditors of the Company stated in the 2020 Annual Report that the above conditions
indicated the existence of a material uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern.

As at 30 June 2021, the net current assets of the Group decreased to approximately
HK30.6 million, of which {i) pledged bank deposits and cash and cash equivalents were
approximately HK$5.2 million and HK$9.6 million, respectively: and (ii) bank loans and
overdrafts due within one year amounted to approximately HKS$148.5 million. For the nine
months ended 30 September 2021, the Group recorded a decrease in revenue by
approximately 6.7% as compared to the corresponding period in 2020 due to 2 decrease
in sales orders affected by the COVID-19 pandemic and overal global economy uncertainty
and incurred a net loss of approximately HKS$4.5 million. All these indicate the Group is
currently under liquidity pressure and facing a material uncertainty in relation to going
coneer.
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As disclosed in the 2020 Annual Report and the 2021 Interim Report, to manage its
liquidity needs and improve its financial position, the Group has taken or will take the
following measures, including but not limited to: (1} the Group will continue to make use of
its resources with an alm to attain positive and sustainable cash flow from operations; (ii)
the Group is putting extra efforts on coilecting its trade and other receivabies; (jii) the
Group entered into sale and leaseback arrangements in Janua ry 2021 to dispose of certain
of its properties at a cash consideration of HK$13.5 million with a view to mproving
cashflow and reducing the gearing and interest expenses of the Group, and is seeking for
opportunities to dispose other properties; (iv) the Group is in discussions with its bankers to
timely renew or extend its existing banking facilities; and (v} the Group will actively and
regularly review its capital structure and sowrce additional capital by raising new debt
financing, issuing new shares or sefling the Group’s properties. where appropriate.

The financial performance of the Group fargely hinges on its business growth in
overseas markets where the COVID-19 pandemic is not under effective control. For the fwo
years ended 31 December 2020 and six months ended 30 Junc 2021, revenue generated from
overseas markets (excluding the PRC and Hong Kong) accounted for approximately 43 2%,
46.0% and 47.2% of the Group's total revenue. As at the Latest Practicable Date, Omicron,
a new COVID-19 variant, has been found in many countries including the U.S. and the
U.K. As a result, the performance of the Group in these markets may be adversely affected.
As stated in the 2021 Third Quarterly Report, there are certain risks that the Group will
face in further development such as challenges from the uncertainty of economies by
reasons of, among others, COVID-19 and the U.S.-China trade dispute,

White the Group has been implementing varicus measures to ease its liquidity pressure
and improve its financial position as mentioned above, it plans to implement the following
business strategies with a view to improving its profitability, ag stated in the 2021 Third
Quarterly Report: (i) improving its equipment and the level of auntomation; {ii} expanding
customer base and strengthening sales and marketing coverage; and (i) continuing to
attract and retain top talent in the industry.

Taking into account (i) the Group’s material uncertainty in relation to going concern
due 1o its loss-making position and current financial position: (ii} the worsening financial
performance of the Group since the outhreak of COVID-19 in early 2020; and (iii) the risks
and uncertainties associated with emerging COVID-19 variants in the Group’s overseas
markets, the Directors (including the members of the Independent Board Committee)
consider that there is an imminent need for the Company to conduet the Rights Issue to (i)
ease the liquidity pressure and improve the financial position of the Group: and (ii)
implement its business strategies with a view to improving its profitability.




Alternative means of fund raising

The Company have considered other alternative means of fund raising, such as debt
financing/bank borrowings and placing of new Shares, before resolving to the Rights Issus.
The Company has considered the pros and cons of different fund-raising options. In respect
of debt financing, the Company considers it is difficult 1o obtain any debt financing at termy
that are acceptable to the Company given its current financial performance and financial
position. In addition, the Company does not consider debt financing to be desirable given
the requirement of interest payments and the impact on the Group’s gearing position, The
gearing ratio of the Group, being total bank loans, overdrafts and lease labilities divided
by total equity, was approximately 0.94 as at 30 June 2021 (as at 31 Decemiber 2020:
approximately 0.96). Placing of new Shares is not adopted as it does not allow the
Qualifying Sharcholders the rights to participate in the fund-raising cxercise and their
sharecholdings in the Company would be diluted without being offered an opportunity to
maintain their proportionate interests in the Company.

In comparison, the Rights Issue is pre-emptive in nature, allowing the Qualifyving
Sharcholders to maintain their respective pro-rata sharcholding through their participation
int the Rights Issue. The Rights Issue allows the Qualifving Shareholders to (i) increase their
respective interests in the shareholding of the Company by acquiring additional rights
entitfement in the open market (subject to the availability); or (i) reduce their respective
interests in the shareholding of the Company by disposing of their rights entitlements in the
open market (subject to the market demand). As an open offer does not allow the trading of
rights entitlements, rights issue is preferred. Accordingly, the Directors {including the
members of the Independent Board Committee) consider that fund raising through the
Rights Issue is in the interests of the Company and the Shareholders as a whole.

As at the Latest Practicable Date, other than the Rights Issue, the Company did not
have any other fund-raising plan.

INTENDED USE OF PROCEEDS

Assuming full subscription under the Rights Issue, the net proceeds from the Rights
Issue after deducting the expenses are estimated to be approximately HK$51.4 million
(assuming no further issue of new Share(s) and no repurchase of Share(s) on or before the
Record Date).

The Company intends to apply the net proceeds from the Rights Tssue as to:

(1}  approximately HK$30.8 million (or approximately 60% of the net proceeds) for
the development of the Group’s existing printing business, including but not
limited to (a) upgrading equipment with higher level of automation; (b) expanding
customer base and strengthening sales and marketing coverage: and (c) attracting
and retaining top talent in the industry; and
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(i1) approximately HK$20.6 millicn {or approximately 40% of the net proceeds) for
general corporate and working capital purposes, inclading but not lHmited to
settling trade and other payables, staff salaries, wages and other benefi ts, rental
expenses and interests on bank loans and overdrafts.

In the event that there is an under-subscription of the Rights Issue, the net proceeds of
the Rights Issue will be applied in proportion to the above uses.

Provided that First Tech has takes up its Ri ghts Share under the Irrevocable
Undertakings and none of the other Qualifying Shareholders have taken up any of their
entitled Rights Shares and the Underwriter does not take up any Rights Share, the number
of Rights Share to be issued is 480,000,000 and the minimum net proceeds from the Rights
Issue after deducting the expenses are estimated to be approximately HK$19.7 millon. For
details, please refer to note 4 in the section headed “Change in the shareholding structure of
the Company arising from the Rights Issue” below.

CHANGE IN THE SHAREHOLDING STRUCTURE OF THE COMPANY ARISING
FROM THE RIGHTS ISSUE '

For illustration purposes only, set out below js the shareholding structure of the
Company as at the Latest Practicable Date, and the effect on the sharcholding structure of
the Compauny upon completion of the Rights Issue in the manner contempiated under the
Underwriting Agresment:

Iniueedstely upon completion of the Tmmedigesly upon eompletive of the
Rights ssue Provided that First Tooh has Rights bswe provided that Fiest Teck has

Immedtately upun vompleng of the taken vy fis Righds Share prder e taken up i Rights Shure wder the
Righes dsoue Pravided thar First Tork bas Irrevecuble Undurtakings und nong of the Irrevocsble Lnderiakings and none of the
takea up its Rights Shore wnder the  wdher Qnafitving Shurebolders Luve taken oher QOralifving Shareholfers huve fakes

bvevoeable Undertakings s #f other  up any of hefr entitlee Righes Sheres  ap awy of iheir entizted Righes Shures
Sharsholders huve taben wp o (et with 8t the Undersritien Shares Being  ané the Lnderwriter does pot take wp sy

As af the Lalest Practicable Date entfiled Rights Shores subsceied Tor thevugh fie Undornofer | Rights Share
Number of sned Haiher o B Kamber of seswed Huniker of ivswed
Shores Appeasion % Starss  Approviune % Stares Apurovbusto % Shares Appraximate %
Hume 5t the
starzholders
First Toch 890 45 45400 00 BB LATG BB S0 3ok £l 00 e S1A0%, 66} (060 15.00%
i Xofe M : {&ale 4;
The Unideraeiter apd: [ 188,008 500 9.0 31004 D%
oF i3 sidneribers S J3 '
proguzed by it
3 e 10y
Pudiic Sharehalfers L0 0 A5.00% $68.580.000 4058 120,008,500 16.00% F¥are 4} 2500%
Total §38.500, 4011 1.5 2UE8000.008 1HL00% R J1l. (0% L3R 000,505 10000%

Nowws:

i First Tech is 4 company incorporated in the British Virgin Islands which is wholly and beneficially
owned by Mr. Lam, an exceutive Director,
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2. First Tech has provided the Frrevocable Undertakings to the Company fo. among other things,
accept and subseribe its entitlement to the provisional alloiment of 540,000,000 Rights Shares. First
Tech wilt not subscribe any additfonal Rights Shares other than the aforesaid 540,000,000 Rights
Shares.

3. Pursuant to Rule 11.23 of the GEM Listing Rules, the Company has & responsibility to maintain the
Public Float Requirement. As such, pursuant to the Underwriting Agreement. the Underwriter shall
confirm with the Company the actual number of Untaken Shares as at the Latest Time for
Acceptance, and shall procure for subscription therefor on a best effort basis whilst using its best
endesvours to ensure that () each of the subscribers of the Untaken Shares procured by the
Underwriter (or the Underwriter concerned, whichever shali be appropriate) shall be an
Independent Third Party and not counected with the Company. any of the Direstors or chief
executive or substantial Sharcholders or their respeclive associates; (3i) the Public Float
Requirement be fulfilled by the Compuny upon completion of the Rights Issue; and (iif) the
Underwriter or each subscriber procured by the Underwriter (together with parties acting in concert
with the respective subseribers or any of the connected persons or associates of the respective
subseribers) shall not hold in aggregate 30% or more of the voting rights of the Company
immediately after the Rights Issue.

4, For illustrative purpose, if {i) First Tech has taken up its Rights Share of 540,000,008 under the
Irrevecable Undertakings; (ii) none of the other Qualifying Shareholders have taken up any of their
entitled Rights Shares: and (iif) the Underwriter does not take up any Rights Share, First Tech
would be interested in an aggregate of £,020,000,000 Shares, representing appreximutely 76.12% of
the enlarged issued share capital of the Company. which would result in non-complinnce with the
Public Float Requirement on the part of the Company. Under such circumstance, Firsi Tech shall
reduce its subscription amount to a level which would not resuit in nen-compliance with the Public
Float Requirement on the part of the Company. As 2 resubt, First Tech shall onfy ke up
430,000,900 Rights Shares and shall be interested In an aggregate of 960,000,000 Shares.
representing approsimately 75.00% of the enlavged issued share capital of the Company. After
taking into account that First Tech would subscribe the Rights Shares up to a level such that the
Public Float Reguirement wiil be complied with upon completion of the Rights Issue. the Directors
are of the view that the Company will fulfili its vesponsibility fo maintain the Public Float
Reguirement upon completion of the Rights Issue.

Shareholders and public investors shouid note that the above sharehelding changes are
for iliustration purposes only and the actual changes in the sharcholding structure of the
Company upon completion of the Rights Issue are subject to various factors, including the
resules of acceptance of the Rights Issue.

PUBLIC FLOAT

The Company and First Tech will take appropriate steps, to ensure that a sufficient
public float exists upon completion of the Rights Issue. First Tech would subscribe the
Rights Shares up to a level such that the Public Float Requirement will be complied with
upon completion of the Rights Issue.

FUND RAISING ACTIVITIES INVOLVING ISSUE OF SECURITIES IN THE PAST 12
MONTHS

The Company has not conducted any fund-raising activities involving issue of its
securities in the past 12 months immediately preceding the date of the Announcement.
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GEM LISTING RULES IMPLICATIONS

since the Rights Issue will increase the issued share capital of the Company by more
than 30%, in accordance with Rule 10.29(1) of the GEM Listing Rules, the Rights Issue
must be made conditional on, among other things, the approval by the Independent
Shareholders in general meeting by a resolution at which any controliin g shareholders and
their respective associates or, where there are no controlling shareholders, the Directors
(exctuding the independent non-executive Directors) and the chief executive of the
Company, and their respective associates shall abstain from voting in favour of the
Rights Issue.

As at the Latest Practicable Date, as Mr. Lam and First Tech are the controlling
sharcholders of the Company, Mr. Lam, First Tech and their respective associates shall
abstain from voting in favour of the resolution{s) to approve the Rights Issue, the
Underwriting Agreement and the transactions contemplated thereunder at the GM.

The Company has not conducted any rights issue, open offer or specific mandate
placings within the 12-month period immediately preceding the date of the Announcement,
or prior to such 12-month period where dealing in respect of the Shares issued pursuant
thereto commenced within such 12-month period, nor has it issued any bonus securities,
warrants or other convertible securities as part of any rights issue, open offer and/or
specific mandate placings within such 12-month period.

The Rights Issue wiil not result in a theoretical dilution effect of 25% or more. As
such, the theoretical dilution impact of the Rights Tssue is in compliance with Rule 10.44A
of the GEM Listing Rules.

GENERAL

The GM will be convened for the Shareholders to consider and, if thought fit, approve
the Rights Issue {including the Underwriting Agreement) and the transactions contemplated
thereunder. As Mr. Lam and First Tech are the controlling shareholders of the C ompany,
Mr. Lam, First Tech and their respective associates shall abstain from voting in favour of
the resolution(s) to approve the Rights Issue, the Underwriting Agreement and the
transactions contemplated thereunder at the GM.

The notice convening the GM to be held at Flat H, 4/F, Yip Cheung Centre, 10 Fung
Yip Street, Chai Wan, Hong Kong at 11:30 a.m. on Friday, 18 February 2022 is set out on
pages GM-1 to GM-3 of this circular.

A form of proxy for use at the GM is also enclosed. Whether or not vou intend to
attend the GM, you are requested to complete and return the accompanying form of proxy
in accordance with the instructions printed thereon to the Registrar at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong, or via the designated URI, {(https://spot-
emeeting.tricor.hik) by using the vsername and password provided on the notitication letter
seant by the Company as soon as possible and in any eveni not {ater than 48 hours before the
time appoinied for holding the GM (i.e. 11:00 a.m. on Wednesday, 16 February 2022, Hong
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Kong tine) or any adjournment thereof. Completion and return of the form of proxy will
not preclude you from attending and voting in person at the GM or any adjournment
thereof if you so wish.

Subject to the approval of the Rights Issue by the Independent Shareholders at the
GM, the Prospectus containing further information regarding, among other things, the
Rights Issue, including information on acceptances of the Rights Shares and other
information in respect of the Group. and PAL(s) and EAF(s) are expected Lo be desgpatched
to the Qualifying Shareholders on Thursday, 3 March 2022.

RECOMMENDATION

The Independent Board Committee comprising all the independent non-executive
Directors has been established to provide recommendations to the Independent
Sharchoiders in connection with the Rights Issue (including the Underwriting
Agreement). Donvex Capital has been appointed as the Independent Financial Adviser
with the approval of the Independent Board Commitiee to advise the Independent Board
Committes and the Independent Shareholders in respect of the terms of the Rights Issue
(including the Underwriting Agreement), and as to voting.

Your attention is drawn to the letter from the Independent Board Committee set out
on pages 32 to 33 of this circular which contaias its recommendation to the Independent
Shareholders in relation to the Rights Issue, the Underwriting Agreement and the
transactions contemplated thereunder, and the letter from Donvex Capital sef oul on
pages 34 to 55 of this circular which -containg its advice te the Independent Board
Committee and the Independent Shareholders,

The Directors (including the members of the Independent Board Committee) consider
that the terms of the Rights Issue, the Underwriling Agreement and the transactions
contemplated thereunder are on normal commercial terms, fair and reasonable so far as the
Independent Sharcholders are concerned and in the interests of the Company and the
Shareholders as a whole.

Accordingly, the Directors {including the members of the Independent Board
Committee} recommend the Independent Shareholders to vote in favour of the resolution
to be proposed at the GM.

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this
circular,

WARNING OF THE RISKS OF DEALING IN SHARES AND THE NiL PAID RIGHTS
SHARES

Shareholders and potential investors of the Company should note that the Rights Tssue is
conditional wpon, among other things, the Underwriting Agreement having become
unconditional and the Underwriter not having termivated the Underwriting Agreement in
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accordance with the terms thereof (a summary of which is set out in the paragraph headed
“Termination of the Underwriting Agreement” under the section headed “The Underwriting
Agreement™). Accordingly, the Rights Issne may or may not proceed,

The Shares are expected to be dealt in on an ex-rights basis from Tuesday, 22 February
2022. Dealings in the Righis Shares in nil-paid form are expected to take place from Menday,
7 March 2822 to Monday, 14 March 2022 (both days inclusive)., Any Shareholder or other
person contemplating transferring, selling or purchasing the Shares and/or Rights Shares in
their nil-paid form is advised to exercise cantion when dealing in the Shares and/or the nil-paid
Rights Shares.

Any party who is in any doubt abont his/her/its position or any action to be taken is
recommended to consuit his/her/its own professional adviser(s), Any Shareholder or other
person dealing in the Shares or in the nil-paid Rights Shares up to the date en which all the
conditions to which the Rights Issue is subject are fulfilled (and the date on which the
Underwriter’s right of termination of the Underwriting Agreement ceases) will accordingly
bear the risk that the Rights Issue may not become unconditional or may not proceed.

Shareholders and potential investors of the Company are advised to exercise caution when
dealing in the Shares,

-
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