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If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.
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Option)
Number of Hong Kong Offer Shares : 10,000,000 Shares (subject to reallocation)
Number of International Placing Shares : 90,000,000 Shares (subject to the Over-allotment
Option and reallocation)

Offer Price : Not more than HK$1.75 per Offer Share and expected
to be not less than HK$1.25 per Offer Share plus
brokerage of 1%, Stock Exchange trading fee of
0.005% and SFC transaction levy of 0.0027%
(payable in full on application in Hong Kong
dollars, subject to refund on final pricing)

Nominal value : HKS$0.01 per Share
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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, together with the documents specified in the section headed “Documents Delivered to the Registrar of Companies and Available for Inspection” in Appendix V to this
prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32
of the Laws of Hong Kong). 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.

Investors applying for the Hong Kong Offer Shares must pay. on application, the indicative maximum Offer Price of HK$1.75 per Offer Share together with brokerage of 1%, Stock Exchange
trading fee of 0.005% and SFC transaction levy of 0.0027%, subject to refund. The Offer Price is expected to be fixed by the Price Determination Agreement between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company on or about Tuesday, 5 November 2019 and, in any event, not later than Monday, 11 November 2019. If, for
any reason, the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company are unable to reach an agreement on the Offer Price by Monday, 11 November
2019, the Global Offering will not become unconditional and will lapse. In such case, an announcement will be published by our Company on the website of the Stock Exchange at
www.hkexnews.hk and the website of our Company at www.reach-ad.com. The Offer Price is expected to be not more than HK$1.75 per Offer Share and not less than HKS1.25 per Offer Share.
The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, with the prior consent of our Company, reduce the indicative Offer Price range below that as stated in
this prospectus at any time prior to the Price Determination Date. In such a case, a notice of the reduction in the indicative Offer Price range will be published on the website of the Stock
Exchange at www.hkexnews.hk and the website of our Company at www.reach-ad.com.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including but not limited to the risk factors set out in the
section headed “Risk Factors™ in this prospectus.

Prospective investors of the Global Offering should note that the Underwriters are entitled to terminate their obligations under the Underwriting Agreements by notice in writing to be given by
the Joint Global Coordinators (for themselves and on behalf of the Underwriters) upon the occurrence of any of the events set forth in the section headed “Underwriting — Underwriting
Arrangements and Expenses — The Hong Kong Public Offer — Grounds for termination™ in this prospectus at any time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Should the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) terminate the Underwriting Agreements, the Global Offering will not proceed and will lapse.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or the securities laws of any state in the United States, and may not be offered, sold, pledged or

transferred within the United States, or to, or for the account or benefit of U.S. persons, except pursuant to an exemption from, or in a transaction not subject to. the registration requirements
under the U.S. Securities Act.
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EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Global Offering, an
announcement will be published on the website of the Stock Exchange at www.hkexnews.hk
and the website of our Company at www.reach-ad.com.

Date and time'"

Hong Kong Public Offer commences and WHITE and
YELLOW Application Forms available from . ... ... ... .. 9:00 a.m. on Thursday,
31 October 2019

Latest time to complete electronic applications under

the White Form eIPO service through the designated

website at www.eipo.com.hk® . . .. L L 11:30 a.m. on Tuesday,

5 November 2019

Application lists for Hong Kong Public Offer open® . . ... ... 11:45 a.m. on Tuesday,
5 November 2019

Latest time for lodging WHITE and YELLOW
Application Forms . ... ........... . ... ... . ...... 12:00 noon on Tuesday,
5 November 2019

Latest time to complete payment of White Form eIPO
applications by effecting internet banking transfer(s)
or PPS payment transfer(s). . .. ..................... 12:00 noon on Tuesday,
5 November 2019

Latest time to give electronic application instructions to
HKSCC® . 12:00 noon on Tuesday,
5 November 2019

Application lists for Hong Kong Public Offer close®. . . ... .. 12:00 noon on Tuesday,
5 November 2019

Expected Price Determination Date on or about™ . .. ... .. Tuesday, 5 November 2019

Announcement of (i) the Offer Price; (ii) the indication
of the level of interest in the International Placing;
(iii) the level of applications of the Hong Kong
Public Offer; (iv) the basis of allocation of the Hong
Kong Offer Shares; and (v) the number of Offer
Shares reallocated, if any, between the Hong Kong
Public Offer and the International Placing to be
published on our Company’s website at
www.reach-ad.com and the website of the Stock
Exchange at www.hkexnews.hk on or before. ... ... ... Monday, 11 November 2019
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Date and time'"

Announcement of results of allocations in the Hong
Kong Public Offer (with successful applicants’
identification document numbers, where
appropriate) to be available through a variety of
channels including our Company’s website at
www.reach-ad.com and the website of the Stock
Exchange at www.hkexnews.hk (for further details,
please refer to the section headed “How to Apply for
Hong Kong Offer Shares — 11. Publication of
results” in this prospectus) on or before. . ... ...... ... Monday, 11 November 2019

Results of allocations in the
Hong Kong Public Offer will be available
at www.iporesults.com.hk (alternatively:
English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function from................ Monday, 11 November 2019

Despatch/collection of refund cheques and e-Refund
payment instructions in respect of wholly or partially
unsuccessful applications and wholly or partially
successful applications (if applicable) in case the
final Offer Price is less than the maximum Offer
Price paid for the applications pursuant to the Hong
Kong Public Offer on or before - & 2 &0 | Monday, 11 November 2019

Despatch/collection of Share certificates in respect of
wholly or partially successful applications
pursuant to the Hong Kong Public Offer
on or before & 78 2 &I . Monday, 11 November 2019

Dealings in Shares on the Main Board expected to
commence at 9:00 am.on. . ... ............. ..., Tuesday, 12 November 2019

Notes:

1. All times and dates refer to Hong Kong local time, except as otherwise stated. Details of the structure of
the Global Offering, including its conditions, are set out in the section headed “Structure and Conditions
of the Global Offering” in this prospectus.

2. You will not be permitted to submit your application through the designated website at www.eipo.com.hk
after 11:30 a.m. on the last day for submitting applications. If you have already submitted your
application and obtained a payment reference number from the designated website prior to 11:30 a.m.,
you will be permitted to continue the application process (by completing payment of application monies)
until 12:00 noon on the last day for submitting applications, when the application lists close.

— 11 —



EXPECTED TIMETABLE

10.

If there is a “black” rainstorm warning, a tropical cyclone warning signal number 8 or above and/or an
announcement of “extreme conditions” by the Hong Kong Government in accordance with the revised
“Code of Practice in Times of Typhoons and Rainstorms” issued by the Hong Kong Labour Department
in June 2019, in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, 5
November 2019, the application lists will not open on that day. For further details, please see the section
headed “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather and/or Extreme
Conditions on the Opening of the Application Lists” in this prospectus.

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

The Price Determination Date is expected to be on or about Tuesday, S November 2019 and, in any event,
not later than Monday, 11 November 2019. If, for any reason, the Offer Price is not agreed by Monday, 11
November 2019 between the Company and the Joint Global Coordinators (for themselves on behalf of the
Underwriters), the Global Offering will not proceed and will lapse accordingly.

Share certificates for the Hong Kong Offer Shares are expected to be issued on or before Monday, 11
November 2019 but will only become valid certificates of title at 8:00 a.m. on Tuesday, 12 November 2019
provided that (a) the Global Offering has become unconditional in all respects; and (b) none of the
Underwriting Agreements has been terminated in accordance with its terms.

Applicants for 1,000,000 Hong Kong Offer Shares or more on WHITE Application Form(s) or through
the White Form eIPO service and have provided all information required may collect their refund cheques
(where relevant) and/or Share certificates (where relevant) personally from our Hong Kong Branch Share
Registrar, Computershare Hong Kong Investor Services Limited, at Shops 1712-1716, 17th Floor,
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on
Monday, 11 November 2019 or any other day as announced by us as the date of despatch of Share
certificates/refund cheques. Individuals who are eligible for personal collection must not authorise any
other person(s) to make collection on their behalf. Corporate applicants which are eligible for personal
collection must attend by their authorised representative(s) bearing a letter of authorisation from such
corporation(s) stamped with the corporation’s chop. Both individuals and authorised representatives (if
applicable) must produce, at the time of collection, evidence of identity acceptable to our Hong Kong
Branch Share Registrar.

Applicants for 1,000,000 Hong Kong Offer Shares or more on YELLOW Application Forms and have
provided all information required may collect their refund cheques, if any, in person but may not collect
their Share certificates personally which will be deposited into CCASS for the credit of their designated
CCASS Participants’ stock accounts or CCASS Investor Participants’ stock accounts, as appropriated.
The procedures for collection of refund cheques for YELLOW Application Form applicants are the same
as those for WHITE Application Form applicants.

Applicants who have applied through the White Form eIPO service and paid their applications monies
through single bank accounts may have refund monies (if any) despatched to the bank account in the form
of e-Refund payment instructions. Applicants who have applied through the White Form eIPO service and
paid their application monies through multiple bank accounts may have refund monies (if any) despatched
to the address as specified in their application instructions in the form of refund cheques by ordinary post
at their own risk.

Uncollected Share certificates and refund cheques (if any) will be despatched by ordinary post at the
applicant’s own risk to the address specified in the relevant Application Form. For further information,
applicants should refer to the section headed “How to Apply for Hong Kong Offer Shares — 14.
Despatch/collection of share certificates and refund monies” in this prospectus.

Refund cheques will be despatched in respect of wholly or partially unsuccessful applications and in
respect of successful applications if the final Offer Price is less than the maximum Offer Price of HK$1.75
per Offer Share.

— 1ii —



EXPECTED TIMETABLE

11. Share certificates will only become valid certificates of title provided that (i) the Global Offering has
become unconditional in all respects; and (ii) neither of the Underwriting Agreements has been terminated
in accordance with its terms. Investors who trade Shares on the basis of publicly available allocation
details prior to the receipt of their share certificates or prior to the share certificates becoming valid
certificates of title do so entirely at their own risk.

For further details of the structure and conditions of the Global Offering, you should
refer to the section headed “Structure and Conditions of the Global Offering” in this
prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. Since this is a summary, it does not contain all the information that may be
important to you. You should read the whole document 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 forth 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

Founded in 2003, we are an established advertising service provider in the PRC,
primarily focusing on TV advertising services. Leveraging on our experience and expertise
in TV advertising, we successfully diversified our service offerings to online and outdoor
advertising services.

With the strong strategy formulation and data analytical capabilities and in-depth
industry experience of our Group, we are able to provide a wide range of advertising
services including data analysis, marketing strategy planning, advertising solution
formulation, sourcing of advertising resources, overall coordination and/or execution,
and evaluation of the effectiveness of the advertisements. We are committed to offering
tailor-made advertising solutions to our customers through formulating customised
proposals based on our analysis of market and industry data, which could at the same
time meet the budget and achieve the marketing objectives of our customers. Besides
identifying and sourcing from the relevant suppliers, we are capable to monitor the
execution and evaluate the effectiveness of the advertising solutions to ensure the effect of
our advertising solutions could be maximised. We generally do not offer any advertising
design services. The hard-sell TV advertisements are designed and produced by our
customers or third-party production firms on their behalf, and for soft-sell TV and online
advertising services, our advertising proposals may contain suggestions or ideas on
advertising slogans, subtitles and scenes to be implanted in variety shows and TV series, and
the advertising text and graphic to be placed in online advertisements, which is part of our
customised advertising solutions offered.

We pride ourselves on the strong market position we built up in the TV advertising
media services market in the PRC since 2003. We ranked the tenth among approximately
5,000 TV advertising media service providers in the PRC in terms of TV advertising revenue
in 2018, representing a market share of approximately 0.3% according to the CIC Report.
Due to our in-depth experience and expertise in offering TV advertising services, we have
received numerous awards such as the “19th IAI International Advertising Awards: Greater
China Region Content Marketing Company of The Year”* (5 T JUBETATE FEE 488 — K
o3 [ AR NS BN FD) in 2019, the “ADMEN International Awards: Practice Case in
Category of Digital Marketing Gold Award” (ADMENE] % K88 — #5268 5 B4 2£49)
in 2018, the “Main Advertising Award of 2016 Great Wall Awards of China: Annual
Golden Partner” (20169 B 5 RIRSEE & 48 — FH LB M) and the “Eighth China
Advertising Golden Vision Awards: Enterprise with Best Marketing Innovation”* (%8 /\ )&
W R e e R EVE SRR 14 2) in 2016.
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Taking advantage of our capability in formulating customised advertising solutions to
our customers and our strong market position, we are experienced in providing advertising
services to advertisers, or through their agents, from a wide spectrum of industries such as
foods and beverages, household furnishing and electronics, internet and mobile games,
telecommunications, pharmaceuticals and automobile industries. We are able to maintain
business relationships with various renowned national enterprises in the PRC, such as
Wanglaoji Advertiser, the advertiser of a leading home appliances manufacturer in the PRC
(headquartered in Qingdao), the advertiser of a leading kitchen appliances manufacturer
(headquartered in Ningbo) and a state-owned enterprise which ranked top three in the
telecommunications services industry in the PRC in terms of revenue in 2018.

Riding on our strong customer base, we are able to establish a strong presence in the
TV advertising media services industry through maintaining long-standing relationships
with our major TV station suppliers which are first-tier provincial satellite TV stations such
as Jiangsu Radio and Television Group Co., Ltd.* (VL#&&EEFEHEBEGRAA)
(“Jiangsu TV”) and leading provincial satellite TV stations in Hunan, Shanghai and
Zhejiang. These long-established relationships give us competitive edge in securing valuable
TV advertising resources such as TV advertising time slots during prime time and the rights
to implant soft-sell advertisements in variety shows or TV series with high viewership and
demand in renowned TV stations. For example, we successfully sourced advertising time
slots during the broadcast of a singing contest through blind auditions among laymen in
China in 2013, and a game variety show where the hosts and the guests were required to
complete missions with running in order to win a competition in 2015 from a first-tier
provincial satellite TV station in Zhejiang, and the rights to implant soft-sell advertisements
for one of our major customers, the advertiser of a home appliances manufacturer
headquartered in Qingdao, in (i) “Star Chef” (ZEE#F|) from 2014 to 2016; (ii) “Xianchu
Dangdao”* (EEBIHE4E) in 2017; (iii) “Three Gardens”* {=AHFE ) from 2017 to 2018;
and (iv) “Knowledge is Power” (Fl#k#t/2 7 ) in 2018 from Jiangsu TV. Furthermore,
due to our established relationships with these provincial satellite TV stations, we are able
to consolidate TV advertising resources available and allow our customers to access a broad
range of TV advertising resources from different TV stations.

We entered into first contract of our online and outdoor advertising services upon the
request of our customers in 2011 and 2007, respectively. Due to the increasing demand for
multi-channel advertising services and riding on our years of experience in the advertising
industry, we expanded our online and outdoor advertising services in 2017. Leveraging on
our experience in providing advertising services and our strong data analytical capabilities,
we are able to identify the relevant suppliers possessing specific online and outdoor
advertising resources, such as the rights to place advertisements on platforms such as search
engines, websites, buildings and subways, to satisfy the demand of our customers. In
particular for our online advertising services, we are capable of offering online advertising
solutions to our customers through analysing the preference and behaviour of the internet
users, the types of online advertising services used by competitors of our customers, and the
characteristics and effectiveness of various online platforms. Since then, we have been able
to offer advertising solutions covering TV, online, outdoor and other types of
advertisements to be placed on various platforms to address the diverse advertising needs
of our customers. Advertising industry is characterised by rapidly changing environment
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and viewer preference. Our Group’s diversification to online and outdoor advertising
businesses demonstrates our ability in adapting to the rapidly changing environment of the
advertising industry in the PRC.

OUR BUSINESS MODEL

The following chart sets forth our business model in providing TV, online and outdoor
advertising services:

Marketing Media resources
objectives ‘r j‘ sourcing Advertising Execution
. »! - 3
Advertisers ] Our Group | resources suppliers, B — e Consumers
or advertising agents . | | or advertising agents
Proposal, execution «

report and evaluation Execution reports

We identify the marketing objectives and demand of our customers and then formulate
customised advertising proposals for them. After receiving confirmations from our
customers on the advertising resources to be acquired, we purchase the relevant
advertising resources from our suppliers for execution.

There was time lag between making payments to our suppliers and receiving payments
from our customers during the Track Record Period. Our TV station suppliers and outdoor
advertising resources suppliers generally require us to settle payment in full or by part
before broadcasting the advertisements or executing our advertising solutions, while we
generally (i) grant credit terms to our customers ranging from three to 90 days after the
execution of the TV advertising solutions and the receipt of broadcast confirmations and/or
broadcasting reports by customers; and (ii) request our customers for outdoor advertising
services to settle our payments by two instalments within one to two months upon signing
of contract and upon final execution of the advertising solution. For online advertising
services, our Group generally grants credit periods to customers ranging from five to 60
days after the execution of the online advertising solution each month. We normally pay
our online advertising suppliers within two to 60 days after actual number of impression or
click were calculated each month. For a few suppliers, we are required to make prepayment
before execution and the prepayment amounts are deducted based on monthly execution
statements issued by the suppliers. During the Track Record Period, the average time lag
between our Group’s payments to suppliers and the receipts of settlements from our
customers were approximately 66 days, 53 days, 54 days and 55 days. Such time lags led to
cash flow mismatch of our Group’s operations.
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INVESTMENT IN TV SERIES, INTERNET DRAMAS AND MOVIES

During the Track Record Period, in addition to the provision of advertising services,
our Group invested in four TV series, internet dramas or movies. Our Group entered into
four investment agreements with producers or writers of the TV series, internet dramas or
movies on a project basis. We did not involve in the production of such TV series, internet
dramas and movies. The following table sets forth the four investments in TV series,
internet dramas or movies made by our Group during the Track Record Period:

Date of
agreement

Nature

Investment
amount

Status

Expected rate of
return

Agreement A

16 November 2015
(as supplemented
on 1 March 2016)

TV series

RMB25.0 million

Completed
shooting and
broadcasting in
2016. The
investment amount
was returned in
2016.

Fixed rate of
return of 20.0% of
the investment
amount according
to the
supplemental
agreement, income
of which are
categorised as
other income.

Agreement B

31 October 2017
(as supplemented
on 21 December
2018)

Internet drama

RMB13.0 million

Completed
shooting and
broadcasting as at
the Latest
Practicable Date.

Fixed rate of
return of 18.0%
for the period from
1 January 2019 to
31 December 2020
according to the
supplemental
agreement, income
of which are
categorised as
other income.

Agreement C

25 January 2018
(as supplemented
on 28 December
2018)

TV series

RMB20.0 million

In the process of
pre-shooting
preparation as at
the Latest
Practicable Date.

No fixed rate of
return. Interest
based on the
percentage of our
investment, and
income generated
from the
distribution of the
TV series and the
sale of advertising
resources. Our
Directors
estimated that the
expected rate of
return was
approximately
18.0% Nore/.

Agreement D

16 April 2018

Internet movie

RMBI1.05 million

Completed
shooting and
broadcasting as at
the Latest
Practicable Date.

No fixed rate of
return. 15.0%
interest in income
generated from the
distribution of the
movie on online
platforms and the
sale of advertising
resources. Our
Directors
estimated that the
expected rate of
return was
approximately
18.0% (Voo
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Gain/(loss)
associated with
the investments

Note:

Agreement A Agreement B
Other gains of
approximately
RMB4.7 million as
fair value change
of financial assets
at FVTPL was
recognised for the
year ended 31
December 2016.

approximately

recognised as

receivable for

30 April 2019.

Other gains of
RMB373,000 was

accrued interest
income on loan

the

four months ended

Agreement C

Other losses of
approximately
RMB560,000 as
fair value change
of financial assets
at FVTPL was
recognised for the
four months ended
30 April 2019.

Agreement D

No income and
other gains and
losses was
recognised during
the Track Record
Period.

The expected rate of return of Agreement C and Agreement D were estimated based on the capital
assets pricing model and taking into consideration the risk-free rate, the estimated market return
which was determined based on the market expectation and required rate of return for similar
business of listed comparables in the PRC, estimated beta of business which is determined with
reference to betas and capital structures of comparable guideline public companies with similar
business in the PRC, the general economic outlook and the historical rate of return of our four

investments.

For further details of our four investments, please refer to the section headed “Business
— Investment in TV series, internet dramas and movies” of this prospectus.

OUR PRINCIPAL BUSINESS

During the Track Record Period, our Group provided the following types of
advertising services to our customers (i) TV advertising services; (ii) online advertising
services; (ii1) outdoor advertising services; and (iv) other advertising services. The following
table sets forth the breakdown of our revenue and gross profit margin by service type
during the Track Record Period:

TV advertising services
Online advertising services

Outdoor advertising
services

Other advertising
services (Vor¢/

Total

Note:

For the year ended 31 December

For the four months ended 30 April

2016 2017 2018 2018 2019
Gross Gross Gross Gross Gross
profit profit profit profit profit
Revenue margin Revenue margin Revenue margin Revenue margin Revenue margin
RMB 000 (%) (%) RMB000 (%) (%) RMB000 (%) (%) RMB000 (%) (%) RMB000 (%) (%)
306,783 98.0 13.6 598,730 90.6 120 527,043 67.3 112 184,695 87.1 8.7 117275 437 .
4334 1.4 190 33,148 5.0 179 195,839 25.0 13.7 8,803 4.2 18.7 125372 46.7 12.2
— — — 17221 2.6 30.6 51,568 6.6 162 15845 1.5 168 24410 9.1 164
1,965 0.6 416 11,513 1.8 5.0 8,914 1.1 177 2,527 1.2 9.3 1,347 0.5 9.7
313,082 100.0 13.8 660,612 100.0 126 783,364 100.0 122 211,930 100.0 9.7 268,404 100 9.9

Other advertising services include our services relating to the placement of advertisements on

radio channels, newspapers and magazines, and organisation of marketing events.
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TV Advertising Services

Our TV advertising services consist of (i) hard-sell TV advertisements; and (ii)
advertising solution packages. The advertising solution packages we offer generally include
implantation of soft-sell TV advertisements in variety shows and TV series, supplementing
with hard-sell TV advertisements. Soft-sell TV advertisements are usually content-related
and examples of which include product placement, title sponsorship, subtitle advertisement
and verbal slogan. We apply the content marketing approach for our soft-sell TV
advertisements to implant the advertised products, services or brands in variety shows or
TV series in a natural and subtle way through formulating a set or scene matched with such
advertised products, services or brands. For example, we create a game in a variety show in
which the advertised products must be used by the guests during the game. For details of the
change in our revenue generated from TV advertising services during the Track Record
Period, please refer to the section headed “Financial Information — Description of Selected
Items in Consolidated Statements of Profit or Loss — Revenue from continuing operations
— (1) TV advertising services” in this prospectus.

CUSTOMERS

Our customers include advertisers (either brand owners or advertising companies
controlled by the brand owners) and advertising agents in the PRC. We contracted with
either advertisers or advertising agents for promoting the brands, products and services of
the advertisers. For the years ended 31 December 2016, 2017 and 2018 and the four months
ended 30 April 2019, the aggregate revenue attributable to our five largest customers in
terms of revenue were approximately RMB246.1 million, RMB560.7 million, RMB527.4
million and RMB198.3 million, respectively, which accounted for approximately 78.6%,
84.9%, 67.3% and 73.9% of our total revenue, respectively. For the same period, revenue
attributable to our largest customer in terms of revenue was approximately RMB92.9
million, RMB255.8 million, RMB189.6 million and RMB64.8 million, which accounted for
approximately 29.7%, 38.7%, 24.2% and 24.1% of our total revenue, respectively. Please
refer to the section headed “Business — Customers” in this prospectus for further details.

PRICING POLICY

We formulate and adjust our pricing policy in accordance with industry information
and market trends. We generally determine our service fee based on a cost-plus approach
with reference to the costs of acquiring the advertising resources. Consistent with industry
practice, the cost, thus the fee for various forms of advertising resources ranges widely
depending on its nature and distribution platforms. We may adjust the price on a
case-by-case basis, taking into account other factors including (i) the estimated time to be
spent and the complexity of the project, such as the number of employees to be involved in
the project and customers’ requirements; (ii) the services we provide and the advertising
budgets of our customers; and (iii) future business opportunities with the customers. Please
refer to the section headed “Business — Pricing Policy” in this prospectus for further
details.
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SUPPLIERS

During the Track Record Period, we generally sourced advertising resources from
advertising resources providers and advertising agents. Advertising resources providers (i.e.
ultimate advertising resources suppliers) are generally companies possessing advertising
resources directly, examples of which include TV stations, owners of websites, search
engines, social media platforms, and outdoor platforms. Advertising agents are advertising
companies which source advertising resources from the ultimate advertising resources
suppliers. During the Track Record Period, the cost of revenue related to our five largest
suppliers in terms of cost of revenue accounted for approximately RMB216.9 million,
RMB399.2 million, RMB323.5 million and RMB183.6 million, representing approximately
80.4%, 69.2%, 47.0% and 76.0% of our total cost of revenue, respectively. The cost of
revenue related to our largest supplier in terms of cost of revenue in the corresponding
period accounted for approximately RMB119.9 million, RMB190.9 million, RMB92.8
million and RMB84.8 million, representing approximately 44.5%, 33.1%, 13.5% and
35.1% of our total cost of revenue, respectively. Please refer to the section headed “Business
— Suppliers” in this prospectus for further details.

COMPETITIVE STRENGTHS

We believe our success is attributed to, among other things, the following competitive
strengths:

e we are an established TV advertising media service provider in the PRC;

e we have established and maintained credible business relationships with renowned
advertisers;

e we have established long-standing business relationships with our major suppliers,
most of which are first-tier provincial satellite TV stations in the PRC;

e we have diverse service offerings which enable us to be a multi-channel advertising
service provider;

e we have a strong strategy formulation and data analytical capabilities in
providing tailor-made advertising solutions to our customers; and

e we have a competent management team with experience and expertise in the
advertising industry.
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BUSINESS STRATEGIES
Our key business strategies are to:
e enhance our market position as an established TV advertising service provider;

e cenhance our capabilities as a multi-channel advertising service provider through
strengthening our online advertising services (such as by developing content
marketing in online platforms through cooperating with operators of online video
platforms to assist customers in purchasing advertising rights in variety shows or
TV series to be played on online video platforms) and outdoor advertising
services; and

e strengthen our strategy formulation and data analytical capabilities.
COMPETITION

The advertising industry in the PRC we operate is fragmented and highly competitive.
We compete directly with other advertising service providers. We believe we are
differentiated from our competitors in factors such as our relationships with renowned
advertisers and first-tier provincial satellite TV stations, and our strategy formulation
capabilities. Due to the increasing demand for multi-channel advertising services, we expect
competition in the advertising industry to intensify.

HIGHLIGHTS OF RISK FACTORS

Our business is subject to a number of risks, including but not limited to risks relating
to our Group, our industry, conducting business in the PRC and the Global Offering. You
should read the entire section headed “Risk Factors” in this prospectus carefully. The major
risks relating to our Group include:

e we have concentrated customer base and the strong market positions of our major
customers may limit our bargaining power when entering into contracts with these
major customers;

e  our cash flow may deteriorate due to material payment delays by our customers
which may negatively affect our business, financial position and results of
operations;

e we have concentrated supplier base and any increases in cost of the advertising
resources provided by our major suppliers could materially and adversely affect
our results of operations, financial position and business prospects;

e we may experience fluctuations in the gross profit margin for our advertising
services; and

e our business may be affected by seasonal fluctuation in demand for our
advertising services of customers in different industries.
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SUMMARY FINANCIAL INFORMATION AND OPERATING DATA

Selected items in our consolidated statements of profit or loss and other comprehensive income

For the year ended 31 December For the four months ended 30 April

2016 2017 2018 2018 2019

RMB 000 RMB 000 RMB000 RMB000 RMB 000

(unaudited)

Revenue 313,082 660,612 783,364 211,930 268,404

Gross profit 43,325 83,365 95,611 20,633 26,529

Profit before tax 22,093 51,355 62,469 10,589 10,231
Profit for the year/period from

continuing operations 15,766 37,740 46,623 7,907 0,077

The total revenue of our Group from continuing operations increased from
approximately RMB313.1 million for the year ended 31 December 2016 to approximately
RMB660.6 million for the year ended 31 December 2017, primarily due to (i) the increase in
revenue from our TV advertising services, mainly attributable to the increase in advertising
demands of our major customers on TV advertising services in first-tier provincial satellite
TV stations and increase in revenue from a new customer in telecommunications services
industry in the PRC; and (ii) the increase in revenue from online and outdoor advertising
services as a result of our expansion to these advertising services in 2017. The total revenue
further increased to approximately RMB783.4 million for the year ended 31 December
2018, primarily due to the increase in revenue generated from online and outdoor
advertising services as a result of our expansion to online and outdoor advertising services.
The total revenue increased from approximately RMB211.9 million for the four months
ended 30 April 2018 to approximately RMB268.4 million for the four months ended 30
April 2019, primarily due to the increase in demand for our online and outdoor advertising
services as a result of the expansion of these advertising services. Please refer to the section
headed “Financial Information — Description of selected items in consolidated statements
of profit or loss — Revenue from continuing operations” for further details.

We recorded accumulated loss of approximately RMBI1.3 million in the reserve of the
equity as at 1 January 2016, which was primarily due to the decrease in the reserve of the
equity as a result of the fact that (i) Beijing Ruicheng paid dividend of approximately
RMB13.2 million to its then shareholders for the year ended 31 December 2015; and (ii) the
write-offs of aged accounts receivables and prepayments of approximately RMB10.0
million arising from the period prior to the Track Record Period. To manage such credit
risk, our Group has delegated our finance department for carrying out regular review on the
amount of accounts receivables and prepayments at the end of each month. They are
responsible for reviewing the recoverability of the accounts receivables every month to
ensure adequate provisions for impairment loss are made for irrecoverable amounts, and
taking follow-up actions together with our sales department and media operation
department to recover overdue amounts from our customers and suppliers.
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During the Track Record Period, we recorded nil, nil, approximately RMB1.0 million
and RMBI.1 million impairment losses, net of reversals. We made allowance for credit
losses on trade and notes receivables of nil, nil, approximately RMB2.2 million and
RMB2.8 million as at 31 December 2016, 2017 and 2018 and 30 April 2019, respectively.

Selected items in our consolidated statements of financial position

As at 31 December As at 30 April

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 13,346 66,004 25,625 39911
Current assets 123,590 243,144 262,355 241,897
Current liabilities 34,940 160,868 197,254 186,359
Net current assets 88,650 82,276 65,101 55,538
Non-current liabilities 7,167 13,238 2,795 2,027
Total equity 94,829 135,042 87,931 93,422

The total equity increased from approximately RMB94.8 million as at 31 December
2016 to approximately RMB135.0 million as at 31 December 2017, primarily due to our
profit for the year from continuing operations. It decreased to approximately RMB&7.9
million as at 31 December 2018, primarily due to the dividends declared and distribution of
subsidiaries to owners of our Group, net off against our profit from continuing operations
in 2018. The total equity increased to approximately RMB93.4 million as at 30 April 2019,
primarily due to our profit for the period from continuing operations. Please refer to the
section headed “Financial Information — Discussion on certain items from the
consolidated statements of financial position” for further details.

Our net current assets decreased from approximately RMB65.1 million as at 31
December 2018 to approximately RMBS55.5 million as at 30 April 2019, primarily due to the
decrease in current assets, partially offset by the decrease in current liabilities. The current
assets decreased primarily due to decrease in bank balances and cash as a result of purchase
of financial assets at FVTPL, representing our investment in a TV series. The decreased in
current liabilities was mainly due to the decreased in trade and other payables.

— 10 —
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Selected items in our consolidated statements of cash flows

For the four months ended

For the year ended 31 December 30 April
2016 2017 2018 2018 2019
RMB000  RMB000  RMB000  RMB'000  RMB’000
(unaudited)
Operating cash flows
before movements in
working capital 21,337 59,239 74,008 14,580 15,430

Net cash (used in)

generated from

operating activities (40,779)’ (1,624)° 22,008 (44,417) (4,844)°
Net cash generated

from (used in)

investing activities 40,657 (23,544) (6,250) (5,545) (14,971)
Net cash (used in)

generated from

financing activities (38,619) 70,065 (36,168) (6,612) 1,085

Net (decrease) increase

in cash and cash

equivalents (38,741) 44,897 (20,410) (56,574) (18,730)
Cash and cash

equivalents at

beginning of year/

period 51,001 12,260 57,157 57,157 36,747

Cash and cash
equivalents at end of
year/period 12,260 57,157 36,747 583 18,017

Notes:

1. We recorded negative cash flow from operating activities in 2016, primarily attributable to the increase in
trade and notes receivables, prepayments and other receivables of approximately RMBS57.9 million due to
the increase in our total revenue in the fourth quarter and decrease in trade and other payables of
approximately RMB4.0 million, income tax paid of RMB4.5 million.

2. We recorded negative cash flow from operating activities in 2017, primarily attributable to the increase in
trade and notes receivables, prepayments and other receivables of approximately RMB72.8 million as a
result of the increase in our total revenue in 2017, the decrease in trade and other payables of
approximately RMB31.9 million as a result of settlement in advance for advertising resources for some
projects, income tax paid of approximately RMB7.6 million and interest paid of approximately RMB2.7
million.

3. We recorded negative cash flow from operating activities for the four months ended 30 April 2019,
primarily attributable to the decrease in trade and other payables of approximately RMB14.1 million due
to the settlement of trade payables in the first quarter of 2019, income taxes paid of approximately
RMB?7.0 million and interest paid of approximately RMB2.0 million.
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In order to improve our cash flow position, our finance department monitors our
liquidity requirements to ensure we have sufficient cash to meet operational needs, taking
into consideration our contracts signed but not yet executed, the operating cost of our
Group, debt financing plans and debt covenant compliance. In addition, we will continue to
closely monitor the settlement status of our trade and notes receivables and regularly review
the credit terms offered to our customers.

KEY FINANCIAL RATIOS

The table below sets forth our selected key financial ratios during the Track Record
Period:

Four
months
ended/as at
Year ended/as at 31 December 30 April
2016 2017 2018 2019
Gross profit margin’ 13.8% 12.6% 12.2% 9.9%
Net profit margin’ 5.0% 5.7% 6.0% 2.5%
Gearing ratio’ 9.7% 58.0% 106.4% 102.0%
Current ratio” 3.5 times 1.5 times 1.3 times 1.3 times
Return on equity’ 16.6% 27.9% 53.0% N/A?
Return on assets’ 11.5% 12.2% 16.2% N/A?
Interest coverage ratio” 45.3 times 29.5 times 11.3 times 4.8 times
Net debt to equity ratio® Net cash 15.7% 64.6% 82.7%
Notes:
1. The gross profit margin is calculated by dividing the gross profit by the revenue for the respective
year/period multiplied by 100%.
2. The net profit margin is calculated by dividing the profit from continuing operations by the revenue
for the respective year/period multiplied by 100%.
3. The gearing ratio is calculated by dividing the sum of total bank and other borrowings, amounts due

to Qingdao Chaoqun, and lease liabilities by total equity as at the end of respective periods
multiplied by 100%.

4. The current ratio is calculated by dividing current assets by current liabilities as at the end of the
respective periods.

5. Return on equity equals profit for the year/period from continuing operations divided by the total
equity as at the end of the respective periods multiplied by 100%.

6. Return on assets is calculated profit for the year/period from continuing operations divided by the
total assets as at the end of the respective periods multiplied by 100%.

7. Interest coverage ratio is calculated by dividing earnings before interest and taxes by interest
expenses.

— 12 —
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8. Net debt to equity ratio equals net debt divided by total equity at the end of the period. Net debt
includes bank and other borrowings, amounts due to Qingdao Chaoqun, and lease liabilities net of
bank balances and cash.

9. The return on equity and return on assets are not applicable for the four months ended 30 April
2019 as they may not be directly comparable to annual figures.

Our gross profit margin decreased from approximately 13.8% for the year ended 31
December 2016 to approximately 12.6% for the year ended 31 December 2017, primarily
due to the relatively low gross profit margin of TV advertising service projects with one of
our major customers in large kitchen appliances industry in 2017, and further decreased to
12.2% for the year ended 31 December 2018 due to the decrease in gross profit margin in
TV, online and outdoor advertising services. For the four months ended 30 April 2019, we
recorded a relatively low gross profit margin of approximately 9.9%, primarily due to (i)
the relatively low gross profit margin of a TV advertising project for the Chinese New Year
in 2019 with a major customer in ready-to-drink tea industry; (ii) our pricing strategy to set
a relatively competitive price for the customer in telecommunications services industry for
our TV advertising services to maintain business relationship; and (iii) the decrease in gross
profit margin from online advertising services as a result of relatively competitive price for
our online advertising services to capture online advertising business. Please refer to the
section headed “Financial Information — Description of Selected Items in Consolidated
Statements of Profit or Loss — Gross profit and gross profit margin” in this prospectus for
further details of the change in the gross margin profits of our TV, online and outdoor
advertising services during the Track Record Period.

Our net profit margin increased from approximately 5.0% for the year ended 31
December 2016 to approximately 5.7% for the year ended 31 December 2017, then
increased to 6.0% for the year ended 31 December 2018, primarily due to the lower
increasing rate of our expenses than our revenue during the Track Record Period. It
decreased to approximately 2.5% for the four months ended 30 April 2019, primarily due to
(1) relatively lower gross profit margin in the period and (ii) the listing expenses incurred in
connection with the Global Offering. The adjusted net profit margin excluding the listing
expenses, which is a non-IFRS financial measure, for the four months ended 30 April 2019
was approximately 4.6%.

Non-IFRS financial measure

Adjusted net profit margin excluding the listing expenses is a non-IFRS financial
measure which, in the opinion of our Directors, eliminates the effect of major non-recurring
expenses is useful for investors in comparing our performance without regard to items that
do not affect our ongoing operating performance or cash flow. Although the financial
measure is reconcilable to the line items in the historical financial information set forth in
Appendix I to this prospectus, it should not be considered as a measure comparable to, and
should not be used as substitutes for, items in consolidated statements of comprehensive
income and consolidated statements of cash flows as determined in accordance with the
IFRS.
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For the year ended For the four months ended
31 December 30 April
2016 2017 2018 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit for the year/period from
continuing operations 15,766 37,740 46,623 7,907 6,677
Add: listing expenses — — 4,143 — 5,759
Adjusted profit for the year/
period excluding the listing
expenses 15,766 37,740 50,766 7,907 12,436
Adjusted net profit margin
excluding the listing expenses
(Note) 5.0% 5.7% 6.5% 3.7% 4.6%

Note: Adjusted net profit margin excluding the listing expenses is calculated based on the adjusted profit
for the year/period excluding the listing expenses divided by revenue for the respective year/period
and multiplied by 100%.

Investors should not consider the non-IFRS financial measurement as a substitute for
or superior to our IFRS results. For details, please refer to the section headed “Financial
Information — Non-IFRS financial measure” in this prospectus.

LISTING EXPENSES

The estimated total listing expenses in connection with the Global Offering are
approximately HK$48.9 million or RMB44.1 million (based on the mid-point of the Offer
Price of HK$1.50 per Offer Share, of which approximately RMB21.2 million is expected to
be capitalised. During the Track Record Period, we incurred listing expenses of
approximately RMB13.0 million, of which approximately RMB4.1 million and RMBS5.8
million were recognised as expenses in our consolidated statements of profit or loss and
other comprehensive income for the year ended 31 December 2018 and for the four months
ended 30 April 2019, respectively. We expect to incur additional listing expenses (including
underwriting commission) of approximately RMB31.1 million subsequent to 30 April 2019,
of which approximately RMB13.0 million is expected to be recognised as expenses in the
consolidated statements of profit or loss and other comprehensive income for the year
ending 31 December 2019 and approximately RMBI18.1 million is expected to be recognised
as a deduction in equity directly. The listing expenses above are the latest practicable
estimate for reference only, and the actual amount may differ from this estimate.
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USE OF PROCEEDS

We estimate that the aggregate net proceeds to us from the Global Offering (after
deducting underwriting fees and estimated expenses payable by us in connection with the
Global Offering), assuming an Offer Price of HK§1.50, being the mid-point of the indicative
Offer Price range, will be approximately HKS$101.1 million, assuming that the
Over-allotment Option is not exercised. We currently intend to apply the net proceeds in
the following manner:

e approximately 47.7%, or HK$48.2 million, is expected to be used to enhance our
market position in TV advertising through strengthening our financial position to
satisfy the prepayment obligation to TV stations to acquire TV advertising
resources;

e approximately 30.0%, or HK$30.4 million, is expected to be used to further
develop our online advertising business;

e approximately 12.3%, or HK$12.4 million, is expected to be used to further
develop our outdoor advertising business; and

e approximately 10.0%, or HK$10.1 million, is expected to be used to strengthen
our strategy formulation and data analytical capabilities and enhance our
reputation in the market.

OFFER STATISTICS

Market capitalisation of the Shares
expected to be in issue following the
completion of the Global Offering, the
Loan Capitalisation and the
Capitalisation Issue’

Unaudited pro forma adjusted

consolidated net tangible assets of our
Group per Share?
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Based on the
indicative Offer
Price of HK$1.25
per Offer Share

HK$500.0 million

HK$0.48

Based on the
indicative Offer
Price of HK$1.75
per Offer Share

HK$700.0 million

HK$0.59
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Notes:

1. The calculation of market capitalisation is based on 400,000,000 Shares expected to be in issue
immediately following the completion of the Loan Capitalisation, the Capitalisation Issue and the
Global Offering (without taking into account of any Shares which may be allotted and issued
pursuant to the exercise of the Over-allotment Option and any options which may be granted under
the Share Option Scheme).

2. The unaudited pro forma adjusted consolidated net tangible assets per Share has been prepared after
the adjustments referred to the section headed “Unaudited pro forma financial information” in
Appendix II to this prospectus and on the basis of 400,000,000 Shares expected to be in issue
assuming that the Loan Capitalisation, the Capitalisation Issue and the Global Offering had been
completed without taking into account of any Shares which may be allotted and issued pursuant to
the exercise of the Over-allotment Option and any options which may be granted under the Share
Option Scheme.

DIVIDENDS

During the year ended 31 December 2016, 31 December 2017, 31 December 2018 and
the four months ended 30 April 2019, dividends of nil, nil, approximately RMB54.0 million
and nil, respectively, were paid or declared by our Group. The dividends distribution record
in the past may not be used as a reference or basis to determine the level of dividends that
may be declared or paid by our Board in the future.

After completion of the Global Offering, while we currently have no plans to pay
dividends to the Shareholders in the foreseeable future, we may distribute dividends by way
of cash or by other means that our Directors consider appropriate. A decision to distribute
any interim dividend or recommend any final dividend would require the approval of our
Board and will be at its discretion. In addition, any final dividend for a financial year will be
subject to Shareholders’ approval.

Our Company currently does not have any predetermined dividend payout ratio. A
decision to declare or pay any dividend in the future and the amount of any dividends
depends on a number of factors, including but not limited to our results of operations,
financial position, working capital, capital requirements and other factors our Board may
deem relevant. We will review our dividend policy from time to time. Our Board has the
absolute discretion to decide whether to declare or distribute dividends in any year. There is
no assurance that dividends of such amount or any amount will be declared or distributed
each year or in any year.

LISTING ON AND DELISTING FROM THE NEEQ

On 2 August 2016, Beijing Ruicheng listed its issued shares on the NEEQ under the
stock code of 838285. Subsequently, in consideration of our future business development

strategies and the intention to be listed on the Stock Exchange, it was delisted from the
NEEQ on 9 October 2018.
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OUR SHAREHOLDING STRUCTURE
Our Controlling Shareholders

Immediately following completion of the Loan Capitalisation, the Capitalisation Issue
and the Global Offering (without taking into account the Shares which may be allotted and
issued pursuant to the exercise of the Over-allotment Option or any options which may be
granted under the Share Option Scheme), Ms. Wang through Yingheng will be entitled to
exercise voting rights of approximately 40.43% of the issued share capital of our Company.
Yingheng is an investment holding company wholly-owned by Ms. Wang, and since its
incorporation up to the Latest Practicable Date, it has not commenced any business
operation. Accordingly and for the purpose of the Listing Rules, Ms. Wang and Yingheng
are our Controlling Shareholders.

Pre-IPO Investments

We undertook the Pre-IPO Investments in preparation of the Listing. Immediately
after the completion of the Loan Capitalisation, the Capitalisation Issue and the Global
Offering, the Pre-IPO Investors, Ms. Wang Zeli (through her shareholding in
Ruichengtianhe), Ms. Liu Yang (through her shareholding in Ruichengdemao) and Mr.
Soon (through his shareholding in Hengrui) will be effectively entitled to approximately
2.11%, 0.74% and 0.74% of the issued Shares of our Company. All of our Pre-IPO
Investors are individual investors. Ms. Wang Zeli is currently the deputy general manager
of Tianjin Zhongbeiya Automobile Trading Co., Ltd* (KEFILEREE HHRAF), a
company principally engaged in the sales of automobile. Ms. Liu Yang is currently a
director and shareholder of Beijing Yiming Food and Beverage Limited* (Jt5T— B 3¢
L H PR 7)), which is primarily engaged in the innovative media and advertising industry.
Mr. Soon is currently the president of the Norway-China Tour Guide Association* (#f 1%
#ith &) and the president of the Norway China Friendship Association (#FJgk " Bl & 4 )
). All of the Pre-IPO Investors, to the best knowledge and belief of our Directors, are
Independent Third Parties. Please refer to section headed “History, Reorganisation and
Corporate Structure — Pre-IPO Investments” for further details.

WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

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

e a waiver from the strict compliance with Rule 8.12 of the Listing Rules in relation
to management presence in Hong Kong; and

e a waiver under and in respect of Rules 3.28 and 8.17 of the Listing Rules in
relation to joint company secretaries.
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LEGAL AND REGULATORY COMPLIANCE

Save as disclosed in the section headed “Business — Legal and regulatory compliance”
in this prospectus in relation to our Group’s certain non-compliance incidents, during the
Track Record Period and up to the Latest Practicable Date, our Group had complied with
the relevant laws and regulations in relation to our business in all material respects, and
there were no material breaches or violations of the laws or regulations applicable to us that
would have a material adverse effect on our business or financial position taken as a whole.
As at the Latest Practicable Date, none of our Group or any of our Directors was engaged
in any litigation or claim or arbitration of material importance, and to the best knowledge
of our Directors, to be pending or threatened against our Group or our Directors.

RECENT DEVELOPMENT SUBSEQUENT TO THE TRACK RECORD PERIOD

Our business model, revenue and cost structure basically remained unchanged
subsequent to the Track Record Period and up to the Latest Practicable Date.
Subsequent to the Track Record Period and up to the Latest Practicable Date, we
entered into 14, 17 and seven contracts of our TV, online and outdoor advertising services,
with an aggregate contract sum of approximately RMB236.4 million, RMB173.2 million
and RMBI13.9 million, respectively. As part of our business strategy to enhance our
capabilities as a multi-channel advertising service provider through strengthening our
online and outdoor advertising services, our Directors believe that our online and outdoor
advertising business will continue to grow.

As at the Latest Practicable Date, we had a total of 22 ongoing projects with a total
outstanding contract sum of approximately RMB302.4 million, of which revenue of
approximately RMB267.1 million is expected to be recognised in 2019 subsequent to the
Latest Practicable Date based on the management’s estimation and taking into account the
respective existing timetable. In addition, there were six ongoing online advertising projects
in which the contract sums were not stipulated in their respective contracts, and the amount
will be based on the execution of the online advertising solutions. The amount of online
advertising resources purchased by the relevant customers of these six online advertising
projects from January to September 2019 ranged from approximately RMB12.4 million to
RMB69.2 million. The customers of these projects include online advertising agents, mobile
games developers and technology companies.

Considering the relatively low gross profit margin for the four months ended 30 April
2019, we expect our gross profit margin for the year ending 31 December 2019 may decline,
and our net profit margin in 2019 may decline, primarily due to (i) the relatively low gross
profit margin; and (ii) the increase in the listing expenses. In light of this, our Directors will
adopt a flexible pricing strategy to adjust our price on a case-by-case basis, taking into
account various factors such as the types of customers, the cost of advertising resources and
the size of the projects. For recurring customers, we will generally set a relatively stable
price targeting to maintain our gross margin profit and our business relationships with such
customers. In order to solicit new business opportunities and increase our market share, we
will generally set a competitive price for new sizeable customers or customers with sizeable
projects.
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Save for the listing expenses in connection with the Global Offering, our Directors
confirm that there had been no material adverse change in our financial or trading position
since 30 April 2019, being the date of our latest audited consolidated financial statements
were made up, and up to the date of this prospectus.

— 19 —



DEFINITIONS

In this prospectus, unless the context otherwise requires, the following expressions have
the following meanings. Certain other terms are explained in the section headed “Glossary
of Technical Terms” in this prospectus.

”»

“Accountants’ Report

“affiliate(s)”

“Application Form(s)”

“Articles” or “Articles
of Association”

“Beijing Lingyu”

“Beijing Qianyantong”

“Beijing Ruicheng”

“Beijing Ruicheng
Jiaye”

the accountants’ report of our Group from the reporting
accountants of our Company, the text of which is set out in
Appendix I to this prospectus

any person(s), directly or indirectly, controlling, controlled by or
under direct or indirect common control with another person(s)

WHITE application form(s), YELLOW application form(s),
GREEN application form(s) or, where the context so requires,

any of them to be used in connected with the Hong Kong Public
Offer

the amended and restated articles of association of our Company
conditionally adopted on 22 October 2019, as amended,
supplemented or otherwise modified from time to time, which
shall become effective on the Listing Date, a summary of which is
set out in Appendix III to this prospectus

Lingyu (Beijing) Cultural Media Co., Ltd.* BE® (dba0) Xfb ek
A BR/A]), a limited liability company established in the PRC on
29 October 2018 and an indirect non-wholly-owned subsidiary of
our Company, which was owned as to 88.0%, 7.0% and 5.0% by
Beijing Ruicheng, Mr. Feng Xing and Ms. Lin Zi, respectively, as
at the Latest Practicable Date

Beijing Qianyantong Information Technology Co., Ltd.* (L3 F
MRS SR AR A, a limited liability company established
in the PRC on 12 December 2016, whose 7.5% equity interest
was owned by Ruicheng Hexin as at the Latest Practicable Date

Beijing Ruicheng Advertising Co., Ltd.* (dtaiHmalE & A RA
F]) (formerly known as Beijing Ruicheng Advertising Co., Ltd.*
(b EUE S A BRAR])), a limited liability company
established in the PRC on 9 April 2003 and an indirect
wholly-owned subsidiary of our Company

Beijing Ruicheng Jiaye Public Relations Consulting Co., Ltd.*
(At EaoR £ A BB A R /AF) (formerly known as Beijing
Ruicheng Jiaye Advertising Co., Ltd.* (bt sl £ 5 A R
3H))), a limited liability company established in the PRC on 21
December 2015 and, as at the Latest Practicable Date, was
wholly-owned by Ruicheng Hexin
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DEFINITIONS

“Beijing Yiziyiju”

“Beijing Yuehe”

“Board” or “Board of
Directors”

“Business Day” or
“business day”

“BVI”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

“CCASS Operational
Procedures”

Beijing Yiziyiju Cultural Media Co., Ltd.* (At & 55 1) L4
AR/, a limited liability company established in the PRC
on 12 July 2018 and, as at the Latest Practicable Date, was
owned as to 60.0% by Qingdao Chaoqun and 40.0% by an
Independent Third Party

Beijing Yuehe Management Consulting Co., Ltd.* (b 55 Fl 4 5
FEEA RS FD), a limited liability company established in the
PRC on 2 April 2019 established for the purpose of the demerger
as described in the section headed “History, Reorganisation and

Corporate  Structure —  Reorganisation —  Onshore
reorganisation — Demerger of Beijing Ruicheng” in this
prospectus

our board of Directors

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

the British Virgin Islands

the issue of 291,839,199 Shares to be made upon capitalisation of
certain sums standing to the credit of the share premium account
of our Company as referred to in the section headed “ A. Further
Information about our Company — 3. Resolutions of our
Shareholders passed on 22 October 2019” in Appendix IV 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

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

the operational procedures of HKSCC in relation to CCASS,
containing the practises, procedures and administrative
requirements relating to the operations and functions of
CCASS, as from time to time in force
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DEFINITIONS

“CCASS Participant”

“Chengyunruicheng”

“China” or the “PRC”

“CIC”

“CIC Report”

“Co-Managers”

“Companies (Winding
Up and
Miscellaneous
Provisions)
Ordinance”

“Companies Law” or
“Cayman Companies
Law”

“Companies

Ordinance”

“Company” or “our
Company”

“Controlling
Shareholder(s)”

“CSRC”

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

Chengyunruicheng Co., Ltd (K& AR/ F), a company
with limited liability incorporated in the BVI on 19 December
2018 and is owned by an Independent Third Party

the People’s Republic of China and, except where the context
otherwise requires and only for the purpose of this prospectus,
references to China or the PRC exclude Hong Kong, the Macau
Special Administrative Region of the PRC and Taiwan

China Insights Industry Consultancy Limited (}J#k (> 28 #5550
(_b7) A B2 F]), a market research and consulting company, an
Independent Third Party

the industry report prepared by CIC and commissioned by our
Company, the content of which is quoted in this prospectus

Chuenman Securities Limited and Zundiao Securities Limited

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

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

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

Ruicheng (China) Media Group Limited (Ffai ( 5 B ) {2 5 48 5] A
FRZAH]), an exempted company incorporated in the Cayman
Islands with limited liability on 15 January 2019

has the meaning ascribed thereto under the Listing Rules and
unless the context requires otherwise, for the purpose of our
Company, refer to Ms. Wang and Yingheng

China Securities Regulatory Commission (9B #8575 BB 48 L 2
)
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DEFINITIONS

“Deed of Indemnity”

“Director(s)”
CGEIT”

“EIT Law”

“FVTPL”

“General Rules of
CCASS”

“Global Offering”

“GREEN Application
Form(s)”

2 13

“Group”, “our Group”,

13 EEIENT3

we”, “our” or “us”

“Haohuan”

“Henghe”

the deed of indemnity dated 22 October 2019 entered into by our
Controlling Shareholders in favour of our Company (for itself
and as trustee for each of its subsidiaries stated therein) to
provide certain indemnities, particulars of which are set out in
the section headed “E. Other Information — 1. Tax and other
indemnities” in Appendix IV to this prospectus

the director(s) of our Company
enterprise income tax

Enterprise Income Tax Law of the PRC {H % A\ R AL N[5 14> 2
RELE)

fair value through profit or loss

the terms and conditions regulating the use of CCASS, as may be
amended or modified from time to time and where the context so
permits, shall include the CCASS Operational Procedures

the Hong Kong Public Offer and the International Placing

the application form(s) to be completed by the White Form eIPO
Service Provider, Computershare Hong Kong Investor Services
Limited

our Company and our subsidiaries at the relevant time or, where
the context refers to any time prior to our Company becoming
the holding company of our present subsidiaries, such
subsidiaries and the business carried on by such subsidiaries or
(as the case may be) our predecessors, and “we”, “our” or “us”

shall be construed accordingly

Haohuan Co., Ltd (REHAMAF]), a company with limited
liability incorporated in the BVI on 19 December 2018 and is
owned by the employees of Beijing Ruicheng

Henghe Co., Ltd ({EFIAFRATF]), a company with limited
liability incorporated in the BVI on 19 December 2018 and is
owned by the employees of Beijing Ruicheng
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DEFINITIONS

“Hengrui”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Branch
Share Registrar”

“Hong Kong dollar(s)”
or ccHK$ss

“Hong Kong
Government”

“Hong Kong Offer
Shares”

“Hong Kong Public
Offer”

“Hong Kong
Underwriters”

“Hong Kong
Underwriting
Agreement”

Hengrui Co., Ltd, a company with limited liability incorporated
in the BVI on 12 November 2018 and is wholly-owned by Mr.
Soon

Hong Kong Institute of Certified Public Accountants

Hong Kong Securities Clearing Company Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Computershare Hong Kong Investor Services Limited

Hong Kong dollar(s), the lawful currency of Hong Kong

the Government of the Hong Kong Special Administrative
Region of the People’s Republic of China

the 10,000,000 Shares initially being offered by our Company for
subscription at the Offer Price under the Hong Kong Public
Offer (subject to re-allocation as described in the section headed
“Structure and Conditions of the Global Offering” in this
prospectus)

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

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

the Hong Kong underwriting agreement dated 30 October 2019
relating to the Hong Kong Public Offer entered into among our
Company, our executive Directors, our Controlling
Shareholders, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers, the
Co-Managers and the Hong Kong Underwriters, details of
which are summarised in the section headed “Underwriting” in
this prospectus
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DEFINITIONS

“IASB”

“IFRSs”

“Independent
Non-executive
Directors”

“Independent Third
Party(ies)”

“International Placing”

“International Placing
Shares”

“International
Underwriters”

“International
Underwriting
Agreement”

the International Accounting Standards Board

International Financial Reporting Standards, which include
standards, amendments and interpretations promulgated by the
IASB and the International Accounting Standards and
interpretation issued by the International Accounting
Standards Committee

the independent non-executive Directors of our Company

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

the conditional placing of the International Placing Shares by the
International Underwriters for and on behalf of our Company
outside the United States (including to professional, institutional
and other investors in Hong Kong) in reliance on Regulation S at
Offer Price, subject to adjustment and the exercise of the
Over-allotment Option as further described in the section
headed “Structure and Conditions of the Global Offering” in
this prospectus

the 90,000,000 Shares initially being offered by our Company for
subscription at the Offer Price under the International Placing
(subject to re-allocation and the Over-allotment Option as
described in the section headed “Structure and Conditions of
the Global Offering” in this prospectus

the underwriters of the International Placing, who are expected
to enter into the International Underwriting Agreement to
underwrite the International Placing Shares

the international placing agreement relating to the International
Placing and to be entered into between, amongst others, our
Company, our executive Directors, the Controlling Shareholders
and the International Underwriters on or about the Price
Determination Date
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DEFINITIONS

“Jing Gen”

“Joint Global
Coordinators”, “Joint
Bookrunners” and
“Joint Lead
Managers”

“Jujia”

“Latest Practicable
Date”

“Listing”

“Listing Date”

“Listing Division”

“Listing Rules”

“Loan Capitalisation”

“Main Board”

“Memorandum of
Association” or
“Memorandum”

“MOFCOM”

“Mr. Soon”

Jing Gen Holdings Limited (88 B # A BR/A 7]), a company with
limited liability incorporated in the BVI on 19 December 2018
and is owned as to approximately 52.43%, 18.65%, 21.96% and
6.96% by Mr. Leng Xuejun, Ms. Lin Zi, employees of Beijing
Ruicheng and an Independent Third Party, respectively

Dongxing Securities (Hong Kong) Company Limited and Aristo
Securities Limited

Jujia Co., Ltd (EfEA /AT, a company with limited liability
incorporated in the BVI on 19 December 2018 and is
wholly-owned by Ms. Li

21 October 2019, being the latest practicable date for
ascertaining certain information contained in this prospectus
prior to the printing of this prospectus

the listing and the commencement of dealings of our Shares on
the Main Board

the date on which our Shares are listed and Shares first
commence dealing on the Main Board, which is expected to be
on or about Tuesday, 12 November 2019

the Listing Division of the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange

the capitalisation of the loan owed to Ms. Wang in an aggregate
sum of RMB1,777,000 as full settlement by the issuance of 1 new
Share to Yingheng

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

the memorandum of association of our Company conditionally
adopted on 22 October 2019 and to take effect on the Listing
Date as supplemented, amended or otherwise modified from time
to time

the Ministry of Commerce of the PRC ("% A &3 A1 5 B 15 50)

Mr. Soon Ao (#1f#), one of our Pre-IPO Investors
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DEFINITIONS

“Ms. Li”
“Ms. Wang”

“NDRC”

“NEEQ”

“NPCSC”

“Offer Price”

“Offer Share(s)”

“Over-allotment
Option”

“Parent-child Variety
Show”

“PRC government”

“PRC Legal Advisers”

Ms. Li Na (Z=#), one of our executive Directors
Ms. Wang Lei (£%), one of our Controlling Shareholders

the National Development and Reform Commission of the PRC

(el A 36 5 8 4 % )

the National Equities Exchange and Quotations (4B H /MBS %
718 R 50)

the Standing Committee of the National People’s Congress of the
PRC (F#EANRIEMBEE2EHARARRGHELZET)

the final offer price per Offer Share (excluding brokerage fee of
1.0%, SFC transaction levy of 0.0027% and the Stock Exchange
trading fee of 0.005%) which will not be more than HK$1.75 per
Offer Share and is expected to be not less than HK$1.25 per
Offer Share, such price to be determined in the manner as further
described in the section headed “Structure and Conditions of the
Global Offering” in this prospectus

the Hong Kong Offer Shares and the International Placing
Shares

the option to be granted by our Company to the International
Underwriters exercisable by the Joint Global Coordinators (for
themselves and on behalf of the International Underwriters),
pursuant to which our Company may be required to allot and
issue up to 15,000,000 additional Offer Shares, representing
15.0% of the Shares initially available under the Global Offering
at the Offer Price to cover over-allocations of the International
Placing (if any) as further described in the section headed
“Structure and Conditions of the Global Offering” in this
prospectus

a parent-child variety show produced by a TV station in Beijing,
in which the hosts and the relevant experts provide professional
advice on parenting

the government of the PRC including all political subdivisions
(including provincial, municipal and other regional or local
government entities) and organs thereof or, as the context
requires, any of them

Jingtian & Gongcheng, the legal advisers to our Company as to
the laws of the PRC
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DEFINITIONS

“Pre-1PO
Investment(s)”

“Pre-IPO Investors”

“Price Determination
Agreement”

“Price Determination
Date”

“Principal Share
Registrar and
Transfer Office”

“Qingdao Chaoqun”

“Qingdao Ruicheng
Chuangke”

“Qingdao Ruicheng
Jiaye”

“Regulation S”

the investment(s) made by the Pre-IPO Investor(s), please refer
to the section headed “History, Reorganisation and Corporate
Structure” to this prospectus for details

collectively, Ms. Liu Yang, Ms. Wang Zeli and Mr. Soon, of
which the respective backgrounds are set out in the section
headed “History, Reorganisation and Corporate Structure —
Pre-IPO Investments” in this prospectus, and each shall refer to
as a “Pre-IPO Investor”

the agreement to be entered into by the Joint Global
Coordinators (for themselves and on behalf of the
Underwriters) and our Company on or about the Price
Determination Date to record and fix the Offer Price

the date, which is expected to be on or around Tuesday, 5
November 2019, on which the Offer Price is to be fixed by
agreement between our Company and the Joint Global
Coordinators (for themselves and on behalf of the
Underwriters) for the purposes of the Global Offering and, in
any event, not later than Monday, 11 November 2019

Walkers Corporate Limited

Qingdao Economic and Technological Development Zone
Chaoqun Culture Co., Ltd.* (7 &5 589755 iy B 4% [ B S0 Ak A R
ZvH]), a limited liability company established in the PRC on 10
December 1998 and, as at the Latest Practicable Date, was
wholly-owned by Ruicheng Hexin

Qingdao Ruicheng Chuangke Culture Co., Ltd.* (& &l 8l &
AL A FRZAH]), a limited liability company established in the
PRC on 3 January 2019, and as at the Latest Practicable Date,
was owned as to 55% by Qingchao Chaoqun and 45% by a
company controlled by Ms. Wang, respectively

Qingdao Ruicheng Jiaye Advertising Co., Ltd* (7 & i il 5% 3£ )&
HABRZAT]), a limited liability company established in the PRC
on 7 December 2018 and an indirect wholly-owned subsidiary of
our Company

Regulation S under the U.S. Securities Act
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DEFINITIONS

“Reorganisation”

“RIF Model”

“RMB” or “Renminbi”

“Ruicheng BVI”

“Ruichengdemao”

“Ruicheng Hexin’

“Ruicheng HK”

“Ruichengtianhe”

“SAFE”

“SAIC”

“SAT”

ccchn

i)

the reorganisation arrangements undertaken by our Group in
preparation for the Listing, which are described in more detail in
the section headed “History, Reorganisation and Corporate
Structure” in this prospectus

RIF Programmes Execution Effect Evaluation System (RIF## H
AT FEAL B &), our self-developed analytical model

Renminbi, the lawful currency of the PRC

Ruicheng Media Co., Ltd (G EA R/ F]), a company with
limited liability incorporated in the BVI on 28 January 2019 and
a direct wholly-owned subsidiary of our Company

Ruichengdemao Co., Ltd (gl &% A RA7]), a company with
limited liability incorporated in the BVI on 19 December 2018
and is owned as to approximately 83.33% by Mr. Feng Xing and
16.67% by Ms. Liu Yang, respectively

Ruicheng Hexin (Beijing) Media Co., Ltd* (Figl AR5 (dt50) E L5
HIREIE/AF]), a limited liability company established in the
PRC on 16 November 2018, the shareholding of which is
described in the section headed “History, Reorganisation and
Corporate  Structure —  Reorganisation —  Onshore
reorganisation — Disposal of the Excluded Businesses” in this
prospectus

Ruicheng (Hong Kong) Media Co., Limited (Ffiak (FF5) B A
FR/y7]), a limited company incorporated in Hong Kong on 21
February 2019 and an indirect wholly-owned subsidiary of our
Company

Ruichengtianhe Co., Ltd (iigk RARAFRAF]), a company with
limited liability incorporated in the BVI on 19 December 2018
and is owned as to approximately 32.17% by Ms. Wang Zeli and
67.83% by Independent Third Parties, respectively

the State Administration of Foreign Exchange of the PRC (H' 3
N B FL I 0 5 A1 A 2 =) )

the State Administration for Industry and Commerce of the PRC
(b N R LR I B K T p AT BUE B A

the State Administration of Taxation of the PRC (1% A 3 A0
I [2] % ot 55 A JAD )

the Securities and Futures Commission of Hong Kong
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DEFINITIONS

“SFO”

“Shanghai Kailun”

“Share(s)”

“Shareholder(s)”

“Share Option Scheme”

“Sole Sponsor”

“Stabilising Manager”
“State Council”

“Stock Borrowing
Agreement”

“Stock Exchange”
“subsidiary(ies)”

“Takeovers Code”

“Tianjin Jiahe”

“Track Record Period”

“Underwriters”

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

Shanghai Kailun Advertising Co., Ltd.* (LigslfmEHARA
A]), a limited liability company established in the PRC on 17
June 2010 and an indirect wholly-owned subsidiary of our
Company

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

holder(s) of the Share(s)

the share option scheme conditionally adopted by our Company
on 22 October 2019, the principal terms of which are summarised
in the section headed “D. Share Option Scheme” in Appendix IV
to this prospectus

Dongxing Securities (Hong Kong) Company Limited, a
corporation licensed under the SFO to carry out type 1
(dealing in securities), type 4 (advising on securities) and type 6
(advising on corporate finance) regulated activities

Aristo Securities Limited, being the stabilising manager in
connection with the Global Offering

the State Council of the PRC (H#E A & 30 3] B 75 F¢ )

a stock borrowing agreement expected to be entered into on or
about the Price Determination Date between the Stabilising
Manager and Yingheng pursuant to which Yingheng will agree
to lend up to 15,000,000 Shares to the Stabilising Manager on the
terms set forth therein

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Companies Ordinance
the Hong Kong Code on Takeovers and Mergers and Share
Buy-backs issued by the SFC, as amended, supplemented or
otherwise modified from time to time

Tianjin Jiahe Technology Center (Limited Partnership)* (K%
R F0 (ARG 1K)), a limited partnership established in the
PRC

the period comprising the three financial years ended 31
December 2018 and the four months ended 30 April 2019

collectively, the Hong Kong Underwriters and the International
Underwriters
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DEFINITIONS

“Underwriting
Agreements”

“United States” or
“U'S.77

“U.S. Securities Act”

66US$”’ ”USD” Or LLUS
dollar”

“Wanglaoji Advertiser”

“WHITE Application
Form(s)”

“White Form eIPO”

“White Form eIPO
Service Provider”

“Wuxi Ruicheng”

“Xizang Wanmei”

“YELLOW Application
Form(s)”

“Yingheng”

collectively, the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United States of America

the United States Securities Act of 1933, as amended,
supplemented or otherwise modified from time to time

United States dollar, the lawful currency of the United States

Guangzhou Pharmaceutical Seahorse Brand Consolidation
Media Company Limited* (J¥& % 8576 5 i i 5 HHE A R A
Fl) and its former entities, the advertiser of the brand
“Wanglaoji” (E£%7%), a brand to promote a ready-to-drink
herbal tea in the PRC

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

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online through
the designated website of White Form eIPO at www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

Wuxi Ruicheng Movie Media Co., Ltd.* (4885 % s i 45 i A FR
/vH]), a limited liability company established in the PRC on 29
July 2015 and has been duly deregistered as at the Latest
Practicable Date

Xizang Wanmei Advertising Co., Ltd.* (VG & 32 & 5 A R A 7)),
a limited liability company established in the PRC on 4
September 2018 and an indirect wholly-owned subsidiary of
our Company

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

Yingheng Co., Ltd (BIEARATF), a company with limited
liability incorporated in the BVI on 19 December 2018 and is
wholly-owned by Ms. Wang, and one of our Controlling
Shareholders
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DEFINITIONS

“Youyi” Youyi Co., Ltd ((BEZHBRAF]), a company with limited liability
incorporated in the BVI on 19 December 2018 and is owned as to
approximately 53.38% by Ms. Wang Xin and 46.62% by Mr.
Wang Pingpin, respectively

sq.m. square metre(s)

“%” per cent

All dates and times refer to Hong Kong dates and time.

In this prospectus, the terms “associate”, “connected person”, “close associate”, “core
connected person”, “connected transaction”, “substantial shareholder” and “significant
shareholder” shall have the meanings given to such terms in the Listing Rules, unless the
context otherwise requires.

The English names of the PRC entities, the PRC laws or regulations or the PRC
government authorities mentioned in this prospectus and marked with “*” are translation or
transliteration from their Chinese names and are for identification purposes only. If there is
any inconsistency, the Chinese names shall prevail.

Unless the context requires otherwise, translation of RMB into HKS$ is made in this
prospectus, for illustration purpose only, at the rates of RMB0.9014 = HK$1.00. No
representation is made that any amount in US$, HKS or RMB could have been or could be
converted at the above rate or at any other rate or at all.

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.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanation of certain terms used in this prospectus in
connection with our Company and our business. The terminologies and their given meanings
may not correspond to the standard meanings or usage of such terms adopted in the industry.

“Ad Exchange”

“advertiser”

“advertising resources
providers”

“airtime”

“CAGR”

“CPC”

“CPM”

“content marketing”

“display advertising”

a digital marketplace that enables brand owners and publishers
to buy and sell advertising space, often through real time
biddings. The brand owner or its agent, who pays the highest
price, will get the advertising resources

a person, a company or an organisation that advertises.
Advertisers are generally companies which are brand owners or
advertising companies controlled by the brand owners

ultimate advertising resources suppliers which are generally
companies possessing advertising resources directly, examples
of which include TV stations, owners of websites, search engines,
social media platforms, and outdoor platforms

the time at which a television program or advertisement is
broadcast

compound annual growth rate

cost per click-through of the advertisement, a pricing model of
online advertising

cost per mille, which means the cost per 1,000 advertisement
impressions regardless of whether the advertisement is being
clicked by the viewers, a pricing model of online advertising

a marketing approach that involves the creation and/or sharing
of materials to be placed on different media, such as TV series,
variety shows and online video programmes, that does not
explicitly promote a brand but is intended to stimulate interest of
audience or viewer in its products or services, which is the
fundamental to our advertising services relating to soft-sell TV
advertisements

a type of online advertising, in which the company’s promotional
messages appear on third party websites, apps or social media
platforms through banners or other advertisement formats made
of text, images, flash, video, and audio. It includes web banners,
pop-up ads, floating ads, expanding ads, and trick banners
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GLOSSARY OF TECHNICAL TERMS

“effect advertising”

“first-tier provincial
satellite TV stations”

“gross rating point”

“hard-sell advertising”

“in-feed advertising”

“LED”

“prime time”

“product placement”

“reach rate”

a pricing model of online advertising, that promote the brands,
products or services of advertisers through attracting internet
users to view or click the advertisements displayed on online
platforms. Effect advertising pricing model charges the
advertisers on CPM or CPC basis for effect advertising in
general. An advertisement generates an “impression” when the
advertisement page or content is displayed. CPM refers to the
cost per 1,000 advertisement impressions. Some viewers who
have seen the display will click through the advertisement. CPC
refers to the cost per each click-through of the advertisement

five leading provincial satellite TV stations in Hunan, Shanghai,
Zhejiang, Jiangsu and Beijing with a total audience share of
approximately 12.1% and an advertising revenue share of
approximately 24.3% of China’s TV stations in 2017

a standard measure for measuring the effects of advertisement. It
represents the aggregate viewership from all the relevant
broadcasting channels during the broadcasting period

an advertising approach which is especially direct and uses
insistent language, and focuses on getting a consumer to
purchase a good or services in the short-term

a type of online advertising, that matches the form and function
of the platform upon which it appears. In many cases, it
manifests as either an article or video, produced by the
advertiser with specific intent to promote a product or service,
while matching the form and style of the platform’s surroundings

light-emitting diode, a semi-conductor light source, used for
lighting and illumination in diverse applications including
flashlight, mobile phones, computers, television sets, traffic
lights, lamps, street lights

the time at which viewership is expected to be at its highest in TV
broadcast

placement of products to be advertised in TV series or variety
shows

estimated number of audience who viewed the advertisements as
a percentage of all TV audience or defined target audience during
a given period
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GLOSSARY OF TECHNICAL TERMS

“real time bidding”

“search engine
advertising”

“soft-sell advertising’

“subtitle
advertisement”

“title sponsorship”
GGTV”

“verbal slogan”

“viewership”

2

a server-to-server buying process that allows ad space on
websites to be bought and sold on a per-impression basis. Once
the brand owner or its agent’s bid wins the auction, the digital
advertisement is instantaneously shown on the website. By
applying such technologies, the brand owners can place
advertisements on websites or mobile applications through
third party Ad Exchange platforms to targeted internet users
which are selected according to the database relating to the users’
interests, searching history, browsing history and the track of
previous activities of the internet users

a type of online advertising, where in a sponsored search,
companies that wish to advertise their products or services
submit product information in the form of specific keyword
listings to search engines. When a consumer searches for a
specific term that matches with the key words specified by the
advertisers on the search engine, the advertisers’ webpage
appears as a sponsored link next to the organic search results.
In addition, searching engine optimisation allows the advertiser
to improve its website’s organic search ranking in search engine
results pages

an advertising approach which is more subtle and indirect, and is
designed to influence the consumer by inducing positive
emotional responses that are associated with the advertised
products or services

insertion of subtitles relating to the products to be advertised in
variety show

sponsorship for the title of a TV series or a variety show
television

verbal slogan relating to the products to be advertised presented
by the hosts or the guests of a variety show

the number of viewers of a certain TV channel or programme
during a certain period of time presented as a percentage of total
TV subscribers
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FORWARD-LOOKING STATEMENTS

Our Company has included in this prospectus forward-looking statements that are not
historical facts, but relate to our Group’s intentions, beliefs, expectations or predictions for
future event and conditions which may not occur. These forward-looking statements are
contained principally in the sections headed “Summary”, “Risk Factors”, “Industry
Overview”, “Business”, and “Financial Information”, which are, by their nature, subject to
risks and uncertainties.

In some cases, you can identify these forward-looking statements by words such as

13 . 2 (3 2 (3 2 13 2 13

aim”, “anticipate”, “believe”, “continue”, “consider”, “could”, “expect”, “intend”, “may”,
“might”, “plan”, “predict”, “seek”, “should”, “will”, “would” or similar expressions or their
negatives. These forward-looking statements include, without limitation, statements

relating to:
e our Group’s business objectives, implementation plans and use of proceeds;

e the amount and nature of, potential for, future development of our Group’s
business;

e our Group’s operation and business prospects;

e our Group’s dividend policy;

e the regulatory environment of our Group’s industry in general;

e the future development and trends in our Group’s industry; and

e  risks identified under the section headed “Risk Factors” in this prospectus.

Our Directors confirm that these forward-looking statements are made after due and
careful consideration.

These forward-looking statements are subject to risks, uncertainties and assumptions,
some of which are beyond our Group’s control. In addition, these forward-looking
statements reflect our Group’s current views with respect to future events and are not a
guarantee of future performance.

Additional factors that could cause actual performance or achievements to differ
materially include, without limitation, those discussed under the section headed “Risk
Factors” in this prospectus.

These forward-looking statements are based on current plans and estimates, and speak
only as of the date they are made. Our Company undertakes no obligations to update or
revise any forward-looking statement in light of new information, future events or
otherwise. Forward-looking statements involve inherent risks and uncertainties and are
subject to assumptions, some of which are beyond our Group’s control. Our Company
cautions you that a number of important factors could cause actual outcomes to differ, or
to differ materially, from those expressed in any forward-looking statements.
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Due to these risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way our Company
expects, or at all. Accordingly, you should not place undue reliance on any forward-looking
information. All forward-looking statements contained in this prospectus are qualified by
reference to these cautionary statements.
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RISK FACTORS

Prospective investors should consider carefully all the information set forth in this
prospectus and, in particular, should consider the following risks and special considerations
in connection with an investment in our Company before making any investment decision in
relation to the Global Offering. The occurrence of any of the following risks may have a
material adverse effect on the business, results of operations, financial positions and
prospects of our Group.

This prospectus contains certain forward-looking statements regarding our plans,
objectives, expectations and intentions which involve risks and uncertainties. Our Group’s
actual results could differ materially from those discussed in this prospectus. Factors that
could cause or contribute to such differences include those discussed below as well as those
discussed elsewhere in this prospectus. The trading price of the Offer Shares could decline
due to any of these risks, and you may lose all or part of your investment.

We believe there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We have categorised these risks and uncertainties into: (i)
risks relating to our Group; (ii) risks relating to our industry; (iii) risks relating to
conducting business in the PRC; (iv) risks relating to the Global Offering; and (v) risks
relating to statements in this prospectus.

RISKS RELATING TO OUR GROUP

We have concentrated customer base and the strong market positions of our major customers
may limit our bargaining power when entering into contracts with these major customers.

A significant portion of revenue was derived from our major customers during the
Track Record Period. For the years ended 31 December 2016, 2017 and 2018 and the four
months ended 30 April 2019, the aggregate revenue attributable to our five largest
customers in terms of revenue accounted for approximately 78.6%, 84.9%, 67.3% and
73.9% of our total revenue, respectively, and our largest customer in terms of revenue
accounted for approximately 29.7%, 38.7%, 24.2% and 24.1% of our total revenue,
respectively. During the Track Record Period, we did not enter into any long-term
agreement with our major customers. Our contracts for advertising services were entered
into on a project-by-project basis. As such, there is no assurance that we will be able to
retain our major customers or that they will maintain their budget and demand of our
advertising services in the future.

If there is a significant decrease in the number of projects or size of projects in terms of
contract sums from our major customers, and if we are unable to obtain suitable projects of
a comparable size and quantity as replacement, our financial positions and operating results
would be materially and adversely affected. Besides, if any of our major customers
experience any liquidity problem, it may result in delay or default in settling our payments,
which in turn will have an adverse impact on our cash flows and financial positions. We
cannot guarantee that we will be able to diversify our customer base by obtaining new
projects from our existing and potential customers.
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Moreover, as most of our major advertiser customers are key players in their respective
industries in the PRC with a strong market position, we may have limited bargaining power
and need to concede to certain requests made by these customers in order to maintain good
relations with them. We cannot guarantee that we could have favourable terms in contracts
with our major customers in the future.

Our cash flow may deteriorate due to material payment delays by our customers which may
negatively affect our business, financial position and results of operations.

While our TV stations suppliers generally require us to settle payment in full before
broadcasting the advertisements, we generally give credit terms to our customers ranging
from three to 90 days after the execution of the advertising solutions and the receipt of
broadcast confirmations and/or broadcasting reports by customers according to the
contracts. As a result, there are often time lags between making payments to our suppliers
and receiving payments from our customers, resulting in potential cash flow mismatch. As
at 31 December 2016, 2017 and 2018 and 30 April 2019, our total trade and notes
receivables were approximately RMB48.8 million, RMB69.4 million, RMB147.5 million
and RMBI155.5 million, respectively, while the average turnover days of trade and notes
receivable was approximately 45 days, 33 days, 51 days and 68 days, respectively, in the
corresponding period. We made allowance for credit losses on trade and notes receivables
of nil, nil, approximately RMB2.2 million and RMB2.8 million as at 31 December 2016,
2017 and 2018 and 30 April 2019, respectively.

There is no assurance that our customers will settle their payments on time or at all.
Delay or default in payments from our customers may pose difficulties for us to manage our
working capital and/or adversely impact our liquidity. Our customers’ settlement day will
generally be affected by their internal policies. Our efforts in strengthening our trade
receivable collection and management may be in vain, and we cannot assure you that we
will be able to fully recover the outstanding amounts due from our customers, if at all, or
that our customers will settle the amounts in a timely manner. We might have to raise funds
by resorting to internal resources and/or additional banking facilities in order to meet our
payment obligations in full and on time, and our cash flows and results of financial position
may be materially and adversely affected.

We have concentrated supplier base and any increases in cost of the advertising resources
provided by our major suppliers could materially and adversely affect our results of operations,
financial position and business prospects.

We rely on our business cooperation with our major suppliers, most of which are TV
stations in the PRC, for sourcing advertising resources. For the years ended 31 December
2016, 2017 and 2018 and the four months ended 30 April 2019, the cost of revenue related to
our five largest suppliers in terms of cost of revenue accounted for approximately 80.4%,
69.2%, 47.0% and 76.0% of our total cost of revenue, respectively and the cost of revenue
related to our largest supplier in terms of cost of revenue accounted for approximately
44.5%, 33.1%, 13.5% and 35.1%, respectively. During the Track Record Period, we
generally did not enter into any long-term agreement with our major suppliers. Our
contracts for the purchase of advertising resources were entered into on a project-by-project
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basis. As such, there is no assurance that we could have a stable supply of advertising
resources at favourable terms from our major suppliers. If we could not maintain stable
relationships with our major suppliers to satisfy our demand, or if the costs to procure
advertising resources from our major suppliers increase and such increase could not be
passed to our customers, our gross profit, results of operations and financial position would
be materially and adversely affected.

We may experience fluctuations in the gross profit margin for our advertising services.

We have experienced fluctuations in gross profit margin for our advertising services
during the Track Record Period. Our gross profit margin decreased from approximately
13.8% in 2016 to approximately 12.6% in 2017, and further decreased to approximately
12.2% in 2018. Our gross profit margin slightly increased from approximately 9.7% for the
four months ended 30 April 2018 to approximately 9.9% for the four months ended 30
April 2019. There can be no assurance that we will be able to maintain the gross profit
margins at a stable level. As our advertising services are primarily conducted on a project
basis, our gross profit margins are affected by the service mix of our advertising services.
During the Track Record Period, our Group generated revenue primarily from TV, online
and outdoor advertising services. Our gross profit margins may vary for each of the services
and projects attributable to our different advertising services depending on factors such as
type of services provided, cost of services and pricing strategies.

In addition, our gross profit margin for our advertising business may decline to a
material extent for other reasons, including change in advertisers’ preference and budget,
increasing competition, and changes in government policies or general economic conditions
which are, to a large extent, beyond our control. Accordingly, we cannot guarantee that our
gross profit margins will not fluctuate from time to time. If there is any decline in our gross
profit margins in the future or if we fail to sustain a stable gross profit margin, our
profitability and financial position may be adversely affected.

Our business may be affected by seasonal fluctuation in demand for our advertising services of
customers in different industries.

Notwithstanding our advertising business is generally not subject to substantial
seasonality changes, the results of our operations and revenue may be affected by seasonal
fluctuation in demand for our advertising services from customers in different industries.
Our Directors consider the demand for our advertising services from our advertiser
customers relates to the consumption pattern of consumers on the advertised products or
services. For example, the demand for drinks is higher in summer, and therefore the demand
for our advertising services from our advertiser customers in the beverage industry will
increase in this season. Besides, some of our major customers may place TV advertisements
through us from the fourth quarter of the year to capture the potential business
opportunities derived from the increased consumption demand of consumers before
Chinese New Year. We expect such trends will continue following the Listing. However, we
cannot assure you that the historical trend of seasonality of the demand from our customers
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will continue to the same extent, or at all. Thus, an analysis of our interim financial
performance may not be indicative of our full-year results and investors should be reminded
of this factor when making any comparison of our interim and annual results of operations.

We may breach the framework agreement entered into with our suppliers if we failed to
purchase the minimum amount of advertising resources from the suppliers.

During the Track Record Period, we entered into framework agreements with some of
our suppliers with minimum purchase requirements. Please refer to the section headed
“Business — Suppliers — Agreements with our suppliers” for further details. If we are
required by our suppliers to enter into framework agreements with minimum purchase
amount in the future, we may be subject to the risk of breaching such agreements. The
suppliers may have the power to use the deposit paid by our Group to cover the difference
between the minimum required amount and the actual purchased amount. In the event that
the deposit is unable to cover such difference, the suppliers may have the power to claim the
remaining sum from our Group. In such case, our financial position and results of
operations will be materially and adversely affected.

We recorded negative operating cash flow for the years ended 31 December 2016 and 2017 and
the four months ended 30 April 2019, and negative cash flow for the years ended 31 December
2016 and 2018 and the four months ended 30 April 2019. If we continue to have negative
operating cash flow in the future, our liquidity and financial position may be materially and
adversely affected.

We recorded negative operating cash flow of approximately RMB40.8 million,
RMBI1.6 million and RMB4.8 million for the years ended 31 December 2016 and 2017
and the four months ended 30 April 2019, respectively, and negative cash flow of
approximately RMB38.7 million, RMB20.4 million and RMBI18.7 million for the years
ended 31 December 2016 and 2018 and the four months ended 30 April 2019. We recorded
negative operating cash flow in 2016 and 2017 primarily due to increase in trade and notes
receivables, prepayments and other receivables, while the negative cash flow in 2018 was
primarily due to payments of dividends and repayment of bank and other borrowings. We
recorded negative operating cash flow for the four months ended 30 April 2019 primarily
due to decrease in trade and other payables. We cannot assure you that we will be able to
record positive operating cash flow or positive total cash flow in the future. Our liquidity
and financial position may be materially and adversely affected should our future operating
cash flow become negative, and we can give no assurance that we will have sufficient cash
from other resources to fund our operations.
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We depend on our Directors, senior management and other key personnel. Our business and
operations may be severely disrupted and our performance may be adversely affected if we lose
their services, or if we are unable to recruit additional qualified personnel as our business
expands.

The success of our business depends to a large extent on the collective efforts and
experience of our key personnel including our executive Directors, our senior management
and the key team members of our strategy formulation department, media operation
department and sales department. We believe that our ability to expand our business relies
on the extensive industrial, managerial and operational experience of our key personnel.
For details of the biographies of our executive Directors and senior management, please
refer to the section headed “Directors and Senior Management” in this prospectus. There is
no assurance that these key personnel will not leave our Group upon expiration of their
respective employment contracts or terminate the employment contracts before the
respective terms end. The loss of any of our key personnel could be detrimental to our
ongoing operations.

Our success also depends on our ability to attract and retain quality personnel in order
to sustain our existing operations as well as our future growth. According to the CIC
Report, competition for senior management and quality personnel in the PRC advertising
industry is intense, and the pool of qualified candidates is very limited. If we are not able to
attract and retain skilled and experienced employees, our business and operations and
financial performance may be materially and adversely affected.

If we fail to achieve the marketing objectives of our customer or our customers change their
marketing plan or objectives, our financial performance could be adversely affected.

We offer services to serve the marketing objectives of our customers. In general, the
marketing objectives of our customers will be discussed among our strategy formulation
department when we are formulating a customised advertising solution for our customers.
After presenting the proposal of our advertising solution to our customers, the content of
the proposal and our advertising services may be fine-tuned with reference to the feedbacks
from our customers. However, if our advertising services are not able to achieve the desired
marketing objectives of our customers, our relationships with our customers, reputation
and revenue will be adversely affected.

Changes of marketing plan or objectives of our customers may result in termination of
our services or delay in their payments to us, which could have an adverse effect on our cash
flow and results of operations. We cannot guarantee that we could recover all the costs
incurred for providing our advertising services to our customers whose engagements were
postponed or suspended. In such event, our financial performance could be adversely
affected.
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We rely on market data purchased from third party market research companies to analyse and
formulate our advertising solutions and evaluate the effectiveness of the advertising solutions,
any disruption to our access to these market data may affect our operations adversely.

Our strategy formulation department relies on market data purchased from third party
market research companies, which is commonly recognised in the industry, to (i) analyse
relevant market data and trend in order to tailor-make advertising solutions for our
customers; and (ii) evaluate the effectiveness of our advertising solutions. Since we rely on
market data purchased from third party market research companies to operate our
business, any disruption to our access to the relevant market data may lead to our (i)
misunderstanding of the target audience’s preferences or market trend; (ii) inability to offer
an advertising solution that captures the target audience’s interests; and (iii) inability to
evaluate the effectiveness of the advertising solutions accurately.

In addition, there is no guarantee that the market data supplied by third party market
research companies are accurate. In the event that we received inaccurate market data from
the third party market research companies, our ability to reach potential customers, predict
the market trend and to evaluate the effectiveness of our advertising solutions may be
adversely affected.

Our knowledge and expertise on TV, online and outdoor advertising services may become
obsolete.

The industry standards, market practice and our customers’ requirements relating to
our advertising services are subject to changes. According to the CIC Report, (i) the
demand for implantation of soft-sell advertisements to TV series or variety shows increased
in recent years; (ii) the market for online advertising services is fast-changing and the
number and types of distribution methods for online advertisements keep increasing; and
(ii1) the demand for outdoor advertising increased in recent years. We may need to incur
significant costs in order to understand and adapt to such new advertising methods in order
to avoid being eliminated by other competitors in the market. If we fail to keep pace with
changing technologies and to introduce successful and well-accepted TV, online and
outdoor advertising services for our existing and potential customers, we could lose our
customers and market position, and our ability to generate revenue could be adversely
affected.

In addition, our competitors may develop other creative advertising methods which are
superior to our advertising services. In such case, our knowledge and expertise in the
advertising market may become obsolete. If any of these factors materialises, our
competitiveness, business, results of operations and profitability may be adversely affected.

For details of our business strategies, please refer to the section headed “Business —
Business Strategies” of this prospectus.
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We face risks in connection with the investments in TV series, internet dramas and movies. If
we fail to manage these risks, our business, financial position and results of operations may be
adversely affected.

During the Track Record Period, our Group entered into four investment agreements
with producers or writers of the TV series, internet dramas or movies on a project basis. For
details of our investment agreements, please refer to the section headed “Business —
Investment in TV series, internet dramas and movies” of this prospectus. As at the Latest
Practicable Date, one of the investment agreement was completed and some of our
investment agreements are subject to risks including but not limited to (i) inability to
generate sufficient revenue and profits to offset investment costs; (ii) unforeseen or hidden
liabilities; and/or (iii) settlement of the investment principal amount.

Any of these risks may hamper the success of our investments. We cannot assure you
that our investments on particular TV series, internet dramas or movies will be successful.
As a result, we may not realise the benefits we anticipated and our business, financial
position and results of operations may be adversely affected.

We face exposure to fair value change for financial assets at FVTPL and valuation uncertainty
due to the use of unobservable inputs.

We had investments in TV series and internet dramas, recognised as financial assets at
FVTPL in the consolidated statement of financial position of approximately RMB6.05
million as at 31 December 2018 and RMB20.45 million as at 30 April 2019. We face
exposure to fair value change for the financial assets at FVTPL. We cannot assure you that
we can recognise comparable fair value gains in the future and we may on the contrary
recognise fair value losses, which would affect our result of operations for future periods.

In addition, the valuation of fair value change of financial assets at FVTPL are subject
to uncertainties in estimations. Such estimated changes in fair values involve the exercise of
professional judgment and the use of certain bases, assumptions and unobservable inputs,
which, by their nature, are subjective and uncertain. As such, the financial assets at FVTPL
valuation has been, and will continue to be, subject to uncertainties in estimations, which
may not reflect the actual fair value of these financial assets and result in significant
fluctuations in profit or loss from year to year.

We may not be able to obtain additional funding on acceptable terms or at all, which may
affect our ability to expand our business or meet unforeseen contingencies.

From time to time, we may require additional capital due to business and economic
conditions, to take advantage of business opportunities, to expand our operations or as a
result of other future developments. If our current sources of liquidity are insufficient to
satisfy our cash requirements, we may seek to sell additional equity, debt securities or
obtain a credit facility. The incurrence of indebtedness would result in increased debt
service obligations and could result in operating and financial covenants that would restrict
our operations, while the sale of additional equity securities or convertible debt securities
would result in dilution of shareholding to shareholders.
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Our ability to obtain additional capital on acceptable terms is subject to a variety of
risks and uncertainties, including:

e investors’ perception of, and demand for, securities of companies in our industry;
e conditions of the capital markets in which we may seek to raise funds;
e  our future results of operations, financial positions and cash flows; and
e economic, political and other conditions in the PRC.
Our business operation is subject to risk of infringing third party intellectual property rights.

As the advertisements to be placed on different platforms are provided by our
customers, there is no assurance that our business operations do not or will not
inadvertently infringe the copyright or other intellectual property rights of third parties
or become a party to such dispute. The advertisements provided by our customers to us may
be subject to third party’s copyright or other legal protections, and we may possibly infringe
the intellectual property rights of third parties. The exact determination of the scope of
copyright or other intellectual property rights can be very complex. In the event of any
intellectual property rights disputes between our customers and the owners of the relevant
intellectual property rights, we may become a party to such disputes. Intellectual property
disputes may last for a long period of time and require considerable resources.

Furthermore, if the outcome of such dispute is adverse to us, we could be ordered to
pay substantial license fees, royalties and/or damages. Any infringement of third party
copyrights or other intellectual property rights or any lawsuits relating hereto could have an
adverse effect on our results of operations and reputation.

Unauthorised use of our intellectual properties, including our trademarks and domain names,
by third parties may adversely affect our business.

Our success depends to a certain extent on our ability to maintain an image for our
brand name, trademarks and domain names as well as our ability to defend ourselves
against potential infringement claims by any third party. We use our best endeavours to
protect our intellectual property rights. There is no assurance that our measures are
adequate or that we will always be able to identify cases of infringement such as
unauthorised use of our trademarks and domain names by any other third parties. We may
face considerable difficulties, time consuming and costly litigation in order to enforce our
intellectual property rights. Accordingly, any case of such infringements may adversely
affect our financial position and damage our brand name and reputation.
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If we experience information and technological system failures, our business operations could
be significantly disrupted.

Our business operations and success depend on the stable performance of our
information and technological system, which we utilise to, among other things,
communicate with suppliers and customers, execute and place advertisements, monitor
the performance of our advertising services, and monitor the effectiveness of advertising
platforms. Any system failure that affects our ability to provide services to customers could
significantly reduce the attractiveness of our services to customers and reduce our revenue.
Our systems are vulnerable to a variety of events, including, among others,
telecommunications failures, power shortages, malicious human acts and natural
disasters. In addition, any steps to increase the reliability and to avoid the redundancy of
our information and technological system may not be effective and may not be successful in
preventing system failures.

Successful implementation of our business strategies and future plans are subject to
uncertainties.

We plan to achieve our business growth by implementing a series of strategies, such as
consolidating our market position in the PRC, particularly in the TV, online and outdoor
advertising services. Please refer to the sections headed “Business — Business Strategies”
and “Future Plans and Use of Proceeds” in this prospectus for further details. There is no
guarantee that we will be able to implement our business strategies and future plans
successfully, which in turn are subject to uncertainties and changing market conditions. Our
plans for development and business expansion are formulated based on assumptions on the
occurrence of certain future events, which may or may not materialise. We may encounter
difficulties in implementing our business strategies such as failing to further expand our
online and outdoor advertising services due to intense competition from companies already
established in the online and outdoor advertising markets and the new regulations in the
online advertising market that we may not be familiar with. We may also not have timely
access to adequate capital financing when suitable business opportunities arise. Further,
there is also no assurance that any of our business strategies will yield the benefits or
achieve the level of profitability we anticipate. The profit from our implemented plans may
not be sufficient to justify the start-up expenses and the increased operating costs.

RISKS RELATING TO OUR INDUSTRY

We are in a highly competitive industry and may not be able to successfully compete with our
competitors.

The advertising industry is a highly-fragmented one. Our Group competes primarily
with our competitors or potential competitors for quality advertising service. The
advertising industry in the PRC is rapidly evolving and competition can be increasingly
intensified and is expected to increase significantly in the future. Increased competition may
result in price reduction for the advertising services, reduced margins and loss of our market
share. Our Group competes with competitors in the PRC primarily on the following bases:

e  quality of advertising services;
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e  brand recognition;

e  price;

e  cffectiveness of sales and marketing efforts;

e  strategic relationships with customers and suppliers; and
e hiring and retention of talented staff.

Our existing and potential competitors may possess competitive advantages over us,
such as longer operating history, better brand recognition, larger customer base, greater
access to advertising resources and more financial, technical and marketing resources. If we
fail to compete with them successfully, we could lose our customers. We also cannot assure
you that our advertising services will remain competitive or that they will continue to be
successful in the future. Increasing competition could result in pricing pressure and loss of
our market share, either of which could have a material adverse effect on our financial
positions and results of operations.

Failure to anticipate and quickly respond to evolving consumers’ tastes and preferences for
advertising will negatively affect our business, financial position and results of operations.

The success of our business in providing advertising services largely depends on our
ability to anticipate and respond to consumers’ tastes and preferences for advertising such
as a significant decline in viewership. Consumers’ tastes and preferences for advertising,
however, may change quickly and frequently. We may not be able to anticipate and quickly
respond to evolving consumes’ tastes. If we are unable to adjust our advertising services to
address the evolving consumers’ tastes and preferences, the demand for our advertising
services may decrease, as our services will be less successful in promoting our customers’
business objectives and products. This hampers our ability to retain existing customers and
attract new customers. Decreased demand for our advertising services will adversely affect
our business, financial position and results of operations.

Our business may be affected by force majeure events that are beyond our control.

Our business may affected by force majeure events that are beyond our control.
Examples of force majeure events are natural disasters and change of the policies of the
PRC government such as certain topics are categorised as not complying with the policies of
the PRC government. As a result, the relevant TV series or programmes may not be
broadcasted which in turn would affect the advertisements we placed or implanted in those
TV series or programmes. Although we have force majeure clause in the agreements with
our customers to avoid liabilities arising from these events, our income would be reduced as
our contract could not be completed. This could materially and adversely affect our
business, financial positions and results of operations.
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RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Our business, results of operations and financial position may be affected by changes in the
PRC’s economic and political environment and by newly adopted PRC economic regulation
policies.

All of our business, assets and operations are located in the PRC and all of our revenue
is derived from our operations in the PRC. Therefore, our business, results of operations,
financial position and prospect are, to a significant extent, subject to the economic
conditions in the PRC. The economy of the PRC differs from the economies of the most
developed countries in many aspects, including but not limited to:

e the degree of the PRC government’s involvement;
e the growth rate and degree of development; and
e allocation of resources.

While the economy of the PRC has experienced significant growth over the past decade
and consequently there has been high demand for advertising services, we cannot assure you
that the economy of the PRC will continue to develop at its recent fast pace. A number of
factors could slow down the economic development of the PRC, such as a global economic
recession, a crisis in the financial market or natural disasters. During such times of
economic downturn, the demand for our advertising services is likely to drop as advertising
spending is generally considered to be more of a discretionary spending item. As a result,
our financial position and results of operations could be materially and adversely affected.

Our advertising services are subject to various PRC laws, and any violation of these laws could
result in penalties, damage our reputation and adversely affect our future business prospects.

According to Advertising Law of the PRC (H# A RILAIEFE57L) , we may be
liable for false or misleading information in the advertisements. Where false advertisements
for products or services relating to the life and health of consumers cause damage to the
consumers, we shall bear joint and several liabilities with the advertisers concerned. Where
false advertisements for products or services not relating to the life and health of consumers
cause damage to the consumers, in case that we design, produce, provide agency services or
publish for the advertisements and we know the advertisements are false, we shall bear joint
and several liabilities with the advertiser concerned. For details of the verification process
conducted by our Group, please refer to the section headed “Business — Quality control” in
this prospectus. Violation of these laws or regulations may result in various penalties,
including confiscation of revenue and fines, and the competent PRC authority may suspend
or revoke their business licenses.

In addition, civil claims may be filed against us for fraud, defamation, copyright or
trademark infringement or other violations due to the nature and the content of the
advertisements placed on different distribution platforms. Criminal liabilities may also be
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imposed if such violation constitutes a crime. Any failure to comply with such laws and
regulations and any civil or criminal claims filed against us may damage our reputation and
financial position, and adversely affect our business prospects.

Uncertainties regarding interpretation and enforcement of the PRC laws, rules and regulations
may have a material adverse effect on us.

All of our business and operations are conducted in the PRC and we are therefore
subject to the PRC laws, rules and regulations. The PRC legal system is a civil law system
based on written statutes, while court decisions have limited precedential value and are cited
for reference only. Due to the limited number of published cases and the non-binding nature
of court decisions, there are uncertainties on the interpretation and enforcement of the laws
and regulations. The interpretation of the PRC laws, rules and regulations may also be
influenced by changes in monetary policy and changes in the domestic, political and social
conditions in the PRC. Accordingly, the outcome of dispute resolutions and/or litigation in
the PRC may not be consistent or predictable.

Furthermore, the PRC legal system is partly based on government policies and certain
internal rules, some of which are not published on a timely basis or at all, which may have a
retrospective effect. As a result, we may not be aware of any violation of these policies and
internal rules until sometime after the violation. In addition, compared to a more developed
legal system, the PRC administrative and court authorities have substantially wider
discretion in interpreting and implementing statutory and contractual provisions.
Therefore, the outcome of administrative and court proceedings and the level of legal
protection our Group is entitled to may be difficult to evaluate. These uncertainties may
have a negative impact on our ability to enforce contracts, which could in turn materially
and adversely affect our business and results of operations.

It may be difficult to effect service of process or to enforce foreign judgements against our
Group and management.

All of our businesses, assets and operations are located in the PRC. Furthermore, the
assets of our Directors are mainly located in the PRC. Therefore, investors may encounter
difficulties in effecting service of process from other places outside the PRC upon us or our
Directors. Moreover, it is understood that the enforcement of foreign judgements in the
PRC is subject to uncertainties. A court judgement from a foreign jurisdiction may be
reciprocally recognised or enforced if the jurisdiction has signed a treaty with the PRC.
However, the PRC does not sign treaties for the reciprocal recognition and enforcement of
court judgements with the United States, the United Kingdom and many other countries.
As a result, recognition and enforcement in the PRC of a court judgement obtained in those
jurisdictions mentioned above may be difficult or impossible.
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Payment of dividends is subject to restrictions under the PRC law.

As our Company is a holding company, we rely on dividend payment from our
subsidiaries in the PRC for cash requirements, including service of any debts our Group
may incur. Under the current PRC law, dividend may be paid only out of our PRC
subsidiaries’ accumulated after-tax profits, if any, determined in accordance with the PRC
accounting standards and regulations. Moreover, our PRC subsidiaries are required to set
aside a certain amount of their after-tax profits each year, if any, to fund certain statutory
reserves. These reserves are not distributable as cash dividends. In addition, in the future, if
our PRC subsidiaries incur debt, the loan agreement may impose restrictions on their ability
to pay dividends or make other payments to our Company. The inability of our PRC
subsidiaries to distribute dividends or other payments to our Company could significantly
affect the amount of capital available to apply to the development and growth of our
business.

We may be considered a “PRC resident enterprise” under the EIT Law, which could result in
our global income being subject to a 25.0% PRC enterprise income tax.

We are a holding company incorporated under the laws of the Cayman Islands. We
conduct our business through the operating subsidiaries in the PRC. Under the EIT Law,
enterprises established under the laws of foreign countries or regions and whose “de facto
management bodies” are located within the PRC are considered “PRC resident enterprises”
and thus will generally be subject to an EIT at the rate of 25.0% on their global income. On
6 December 2007, the State Council adopted the Regulation on the Implementation of EIT
Law (rp#E A RN E £ 35 1S BLIL B i 91) , amended on 23 April 2019 which defines
the term “de facto management bodies” as “bodies that substantially carry out
comprehensive management and control on the business operation, employees, accounts
and assets of enterprises”. Currently, all of our management is based in the PRC, and may
continue to be based in the PRC in the future.

If we were considered a PRC resident enterprise, we could be subject to the EIT at the
rate of 25.0% on our global income, and any dividends or gains on the sale of our Shares
received by our non-resident enterprises shareholders may be subject to a withholding tax at
a rate of up to 10.0%. In addition, although the EIT Law provides that dividend payments
between qualified PRC resident enterprises are exempted from enterprise income tax, it
remains unclear as to the detailed qualification requirements for this exemption and
whether dividends paid by our PRC operating subsidiaries to us will meet such qualification
requirements if we were considered a PRC resident enterprise for this purpose. If our global
income were to be taxed under the EIT Law, our financial position and results of operations
would be materially and adversely affected.
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The tightened scrutiny over acquisitions from the Chinese tax authorities may have a material
adverse impact on our business or our acquisition or restructuring strategies.

On 3 February 2015, SAT issued Announcement on Several Issues Concerning the
Enterprise Income Tax on Income from the Indirect Transfer of Assets by Non-Resident
Enterprise (B IFfm R A SE MR I 2 S £ ECE TREN A4 ) (“Circular 77),
which replaced or supplemented certain provisions under the Notice of the State
Administration of Taxation on Strengthening the Administration of Enterprise Income
Tax on Non-resident Enterprises Equity Transfer Income B I si IF fa A 3 o i e
i AR E LAY (“Circular  698”). Circular 7 provides comprehensive
guidelines relating to, and tightened the Chinese tax authorities’ scrutiny on, indirect
transfers by a non-resident enterprise of assets (including equity interests) of a PRC resident
enterprise.

There is uncertainty as to the application of Circular 7. Circular 7 may be determined
by the tax authorities to be applicable to our offshore restructuring transactions or sale of
the shares of our offshore subsidiaries, where non-resident enterprises being the transferors
were involved. Furthermore, our Company, including our non-resident enterprises and
PRC subsidiaries may be required to spend valuable resources to comply with Circular 7 or
to establish that our Company and our non-resident enterprises should not be taxed under
Circular 7 for our previous and future restructurings or share disposals of our offshore
subsidiaries, which may have a material adverse effect on our financial position and results
of operations.

Foreign exchange control by the PRC government may have a material adverse effect on your
investment.

We receive all of our revenue in RMB during the Track Record Period. RMB generally
cannot be freely converted into any foreign currencies. Under the existing PRC foreign
exchange regulations, payments of current account items, including profit distributions,
interest payments and trade and service-related foreign exchange transactions, can be made
in foreign currencies without prior approval from the SAFE subject to certain procedures.
Hence, our PRC subsidiaries are able to pay dividends in foreign currencies to our
Company without prior approval from the SAFE by satisfying certain procedural
requirements. However, there is no assurance that the foreign exchange policies regarding
payment of dividends in foreign currencies will continue.

Moreover, foreign exchange transactions under the capital account, including principal
payments in respect of foreign currency-denominated obligations, continue to be subject to
limitations and require prior approval from or registration with SAFE or its local branches.
The PRC government may further implement rules and regulations in the future, which
could restrict the use of foreign currency under current account and capital account in
certain circumstances. These restrictions could affect our ability to obtain foreign currency
through debt financing, or to obtain foreign exchange needed for our capital expenditure.
The unavailability of sufficient foreign currency or an inability to transfer sufficient
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dividends or make other payments to us or to otherwise satisfy their foreign
currency-denominated obligations would hinder our business operation or
administration. Also, we may not be able to pay dividends to our Shareholders.

Fluctuation of the exchange rates may negatively affect our ability to pay dividends.

During the Track Record Period, all of our revenue was denominated in RMB. As
dividends will be paid to our Shareholders in Hong Kong dollar, any appreciation of the
Hong Kong dollar against RMB would have a negative effect on the amount available to us
when converted into Hong Kong dollar, and would therefore reduce our dividend
payments.

PRC regulations relating to the establishment of offshore special purpose companies by PRC
residents may cause our PRC resident Shareholders subject to personal liability, limit our
PRC subsidiaries’ ability to distribute profits to us, or otherwise adversely affect our financial
position.

On 4 July 2014, SAFE issued Circular of the State Administration of Foreign
Exchange on Issues concerning Foreign Exchange Administration over the Overseas
Investment and Financing and Round-Trip Investments by Domestic Residents via Special
Purpose Vehicles (254N e B 5 B A 55 0 J& BB AR R0k B 192 R BEAMERVE JORTERE
AMEE B B A1) (“Circular 377), which states that: (i) a PRC resident,
including a PRC resident natural person or a PRC company, shall register with the local
branch of SAFE before it contributes the assets of, or its equity interest into a special
purpose vehicle for the purpose of investment and financing, and (ii) when the special
purpose vehicle undergoes a change of basic information, such as a change of a PRC
resident natural person shareholder, name or operating period, or a material event, such as
a change of share capital held by a PRC resident natural person, merger of split, the PRC
resident shall register such change with the local branch of SAFE timely.

On 13 February 2015, SAFE issued Circular of the State Administration of Foreign
Exchange on Further Simplifying and Improving the Direct Investment-related Foreign
Exchange Administration Policies <B4/ $ 5y BE A 4 — 25 AL A g B 2 5 & A1 TR A
FRECR AV A) (the “Circular 13”), which states that the foreign exchange registration
under domestic direct investment and the foreign exchange registration under overseas
direct investment will be directly reviewed and handled by banks.

To the best of our knowledge, as of the Latest Practicable Date, all of our PRC
domestic individual shareholders are required to make the foreign exchange registration
under Circular 37 and Circular 13 and have completed such registration with the relevant
banks. However, we may not at all times be fully aware or informed of the identities of all of
our beneficial owners who are PRC citizens or residents, and we may not always be able to
compel our beneficial owners to comply with the requirements of Circular 37 and Circular
13. As a result, we cannot assure you that all of our sharecholders or beneficial owners who
are PRC citizens or residents will at all times comply with, or in the future make or obtain
any applicable registrations or approvals required by, Circular 37, Circular 13 or other
related regulations. According to Circular 37 and relevant PRC foreign exchange
regulations, if any of our shareholders who are required to make the foreign exchange
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registration and amendment fails to do so, our PRC subsidiaries may be prohibited from
distributing their profits and the proceeds from any reduction in capital, share transfer or
liquidation to us, and we may also be prohibited from providing our PRC subsidiaries with
loans denominated in foreign currencies of injecting additional capital into our PRC
subsidiaries. Moreover, failure to comply with the various foreign exchange registration
requirements described above could result in liabilities for such PRC subsidiaries, and the
responsible persons and other person in such PRC subsidiaries who are held directly liable
for the violations may be subject to administrative sanctions.

Rules and regulations in the PRC on investment and loans by offshore holding companies to
PRC subsidiaries may delay or prevent us from using the proceeds from the Global Offering to
make additional capital contributions or loans to our PRC subsidiaries, which could harm our
liquidity and our ability to expand our business.

As an offshore holding company of our PRC operating subsidiaries, we may make
loans, additional capital contributions to our PRC subsidiaries or a combination thereof.
Any loans to our PRC subsidiaries are subject to PRC laws and regulations and approvals.
For example, loans from us to our wholly-owned PRC subsidiaries, which are
foreign-invested enterprises, to finance their activities cannot exceed the statutory limits
and must be registered with SAFE or its local branches. In addition, any capital
contributions to our PRC subsidiaries must be approved by, or filed with, the MOFCOM or
its local branches.

There can be no assurance that, in relation to all future loans or capital contributions
by us to our PRC subsidiaries, we will be able to complete all required government
registrations or obtain all necessary approvals in a timely manner or at all. If we fail to
complete such registrations or obtain such approvals, our ability to use the proceeds from
the Global Offering may be affected, which may in turn materially and adversely affect our
liquidity and our ability to fund and expand our business.

Any future natural disasters, acts of God, outbreak of any contagious disease in the PRC or
any other epidemics may adversely affect our business, results of operations and financial
position.

All of our assets and operations are located in the PRC. Accordingly, our business is
subject to general economic and social conditions in the PRC. Natural disasters, epidemics
and other acts of God, which are beyond our control, may adversely affect the economy,
infrastructure and livelihood of people in the PRC. People in the PRC may be under threats
of flood, earthquake, sandstorm, snowstorm, fire, drought or epidemics such as Severe
Acute Respiratory Syndrome (SARS), H5N1 avian flu, H7N9 avian flu or HIN1 human
swine flu.

Past occurrences of epidemics, depending on their scale, have caused different degrees
of damage to the national and local economies in the PRC. If in the future any of our
employees or our customers in our office are suspected of having SARS, H7N9 avian flu,
H5N1 avian flu or HIN1 human swine flu, or any other epidemics or any of our office are
identified as a possible source of spreading such epidemics, we may be required to
quarantine the employees that have been suspected of becoming infected, as well as others
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that had come into contact with those employees. We may also be required to disinfect the
affected properties and thereby suffer a temporary suspension of our operations. Any
quarantine or suspension of our operations will affect our business and results of
operations. A recurrence of SARS or an outbreak of any other epidemics in the PRC, such
as the H7N9 avian flu, H5SN1 avian flu or the HIN1 human swine flu, may result in material
disruptions to our operations and delays in meeting our customers’ demand, which in turn
could have a material adverse effect on our business, results of operations and financial
position.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for the Shares, and the liquidity, market price and
trading volume of the Shares may be volatile.

Prior to the Listing, there has been no public market for the Shares. The listing of, and
the permission to deal with, the Shares on the Stock Exchange do not guarantee an active
trading market following completion of the Global Offering. The determination of the
indicative Offer Price range stated in this prospectus was the negotiation result between the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our
Company. As such, the Offer Price may differ significantly from the market price for our
Shares following the Global Offering. Future sales of a substantial number of the Shares by
our Group or its existing Shareholders after the Global Offering could adversely affect the
prevailing market price of the Shares from time to time.

In addition, the liquidity, the market price and the trading volume of the Shares could
be adversely affected by factors beyond our Group’s control and unrelated to the
performance of our Group’s business. Factors affecting the volatility of the price and the
trading volume of our Shares include:

e fluctuations in our operating results, such as revenue, earnings and cash flows;

e fluctuations in market prices for services of our Group or any of our Group’s
comparable companies;

e changes in pricing policy adopted by us and our competitors;

e investors’ perception of our Group and our business plans;

e announcements of new investments, strategic alliances by our Group;
e changes in our senior management personnel; and

e  general economic factors in the PRC.

In such cases, investors may not be able to sell their Shares at or above the Offer Price.
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Investors may experience dilution if we issue additional Shares in the future.

Our Group may issue additional Shares upon exercise of options to be granted under
the Share Option Scheme in the future. The increase in the number of Shares outstanding
after the issue would reduce the percentage ownership of the Shareholders and may dilute
the earnings per Share and net asset value per Share.

In addition, our Group may need to raise additional funds in the future to finance
expansion, investment and new development of our business. If additional funds are raised
through the issuance of new equity or equity-linked securities of our Company other than
on a pro-rata basis to the existing Shareholders, the shareholding of such Shareholders may
be reduced or such new securities may confer rights and privileges that take priority over
those conferred by the Offer Shares.

Any disposal of a substantial number of Shares by our Controlling Shareholders in the public
market could materially and adversely affect the market price of the Shares.

There is no guarantee that our Controlling Shareholders will not dispose of their
Shares following the expiration of their respective lock-up periods after the Listing. Our
Group is unable to predict the impacts, if any, of any future sales of the Shares by any of
our Controlling Shareholders, on the market price of the Shares. Sales of a substantial
number of Shares by any of our Controlling Shareholders or the market perception that
such sales may occur could materially and adversely affect the prevailing market price of the
Shares.

Possible termination of the Hong Kong Underwriting Agreements.

Prospective investors of the Global Offering should note that the Hong Kong
Underwriters are entitled to terminate their obligations under the Hong Kong Underwriting
Agreement by notice in writing to our Company from the Joint Global Coordinators (for
themselves and on behalf of the other Hong Kong Underwriters) upon the occurrence of
any of the events stated in the section headed “Underwriting — Underwriting arrangements
and expenses — The Hong Kong Public Offer — Hong Kong Underwriting Agreement —
Grounds for termination” in this prospectus at or prior to 8:00 a.m. on the Listing Date.
Such events include, without limitation, any acts of God, wars, riots, public disorder, civil
commotion, fire, flood, tsunami, explosions, epidemic, pandemic, acts of terrorism,
earthquakes, strikes or lock-outs.

Laws of the Cayman Islands for minority shareholders protection may be different from those
under the laws of Hong Kong or other jurisdictions.

Our corporate affairs are governed by the Memorandum, the Articles, and by the
Companies Law and common law of Cayman Islands. The laws of the Cayman Islands
relating to the protection of the interests of minority shareholders may differ in some
respects from those established under statutes and judicial precedent in existence in Hong
Kong and other jurisdictions. The remedies available to our Group’s minority shareholders
may be different from those they would have under the laws of Hong Kong or other
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jurisdictions. Please refer to the section headed “Summary of Constitution of our Company
and Cayman Islands Companies Law” in Appendix III to this prospectus for further
information.

RISKS RELATING TO STATEMENTS MADE IN THIS PROSPECTUS
Certain facts and statistics included in this prospectus may not be relied upon.

Certain facts and statistics presented in the section headed “Industry Overview” and
elsewhere in this prospectus are derived from the CIC Report compiled by CIC and other
publicly available sources. We believe that the sources of these information are appropriate
sources for such information and have taken reasonable care in extracting and reproducing
such information. We have no reason to believe that such information is false or misleading
or that any fact that would render such information false or misleading has been omitted.
However, the information has not been independently verified by us, the Sole Sponsor, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Co-Managers, the Underwriters or their respective directors, affiliates or advisers or any
other party involved in the Global Offering and no representation is given as to its accuracy
and completeness. Accordingly, such information should not be unduly relied upon.

The current market condition may not be reflected in the statistical information included in
this prospectus.

The historical information set out in this prospectus relating to market conditions of
the PRC may not reflect the current market situation due to rapid changes in the economy
of the PRC. In order to provide context to the industry in which we operate, and greater
understanding of our market presence and performance, various statistics and facts have
been provided throughout this prospectus. However, this information may not reflect
current market condition of the PRC as recent economic development may not be fully
factored into these statistics, and the availability of the latest data may lag behind of this
prospectus. As such, any information relating to market shares, sizes and growth, or
performance in the markets in the PRC and other similar industry data should be viewed as
historical figures that may have little value in determining future trends and results.

Forward-looking statements in this prospectus are subject to risks and uncertainties.

This prospectus contains certain forward-looking statements and information relating
to us that are based on the beliefs of our management as well as assumptions made by and
information currently available to our management. When used in this prospectus, the
words “aim”, “anticipate”, “believe”, “can”, “continue”, “consider”, “could”, “estimate”,
“expect”, “going forward”, “intend”, “ought to”, “may”, “might”, “plan”, “potential”,
“predict”, “project”, “seek”, “should”, “will”, “would” and similar expressions, as they
relate to our Company or our management, are intended to identify forward-looking
statements. Please refer to the section headed “Forward-looking Statements” in this

prospectus for further details.
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Such forward-looking statements reflect current views of our management with respect
to future events, operations, liquidity and capital resources, some of which may not
materialise or may change. These statements are subject to certain risks, uncertainties and
assumptions, including other risk factors as described in this prospectus. Subject to the
requirements of the Listing Rules, we do not intend publicly to update or otherwise revise
the forward-looking statements in this prospectus, whether as a result of new information,
future events or otherwise. Investors should not place undue reliance on such
forward-looking statements and information.

We strongly caution you not to place any reliance on any information contained in press
articles, media coverage and/or research analyst reports regarding us and the Global Offering.

There may be press articles, media coverage and/or research analyst reports regarding,
among others, our Group, our business, our industry, our Controlling Shareholders, our
Directors and employees or the Global Offering, which may include certain financial
information, financial projections and other information about us that do not appear in this
prospectus. We have not authorised the disclosure of any such information in the relevant
publications and we do not accept any responsibility for any such press articles, media
coverage and/or research analyst reports or the accuracy or completeness or reliability of
any such information or publications. To the extent that any such information appearing in
publications other than this prospectus is inconsistent or conflicts with the information
contained in this prospectus, we disclaim it. Accordingly, prospective investors should not
rely on any such information. In making your decision as to whether to purchase our
Shares, you should rely only on the financial, operational and other information included in
this prospectus.
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In preparation for the Listing, our Company has sought the following waivers from
strict compliance with the relevant provisions of the Listing Rules:

MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules provides that, except as otherwise permitted by the
Stock Exchange at its discretion, a new applicant applying for a primary listing on the Stock
Exchange must have a sufficient management presence in Hong Kong, which normally
means that at least two of its executive directors must be ordinarily resident in Hong Kong.
In addition, Guidance Letter HKEx-GL9-09 (the “GL9-09”) provides that a listing
applicant should normally have the following arrangements for maintaining regular
communication with the Stock Exchange for the purpose of its granting of a waiver from
strict compliance with the requirements under Rule 8.12 of the Listing Rules:

(a) the authorised representatives of the listing applicant will act as the principal
channel of communication with the Stock Exchange;

(b) the authorised representatives of the listing applicant should have means for
contacting all its directors promptly at all times as and when the Stock Exchange
wishes to contact the directors on any matters;

(c) each director of the listing applicant who is not ordinarily resident in Hong Kong
possesses or can apply for valid travel documents to visit Hong Kong and can
meet with the Stock Exchange within a reasonable period;

(d) the compliance advisor(s) of the listing applicant will act as an additional channel
of communication with the Stock Exchange; and

(e) each director of the listing applicant will provide their respective mobile phone
numbers, office phone numbers, email addresses and fax numbers to the Stock
Exchange.

The core business and operations of our Group are primarily located, managed and
conducted in the PRC. Our assets are located in the PRC. All of our executive Directors and
senior management members are and will continue to be ordinarily based in the PRC and
our Company considers that it would be impractical and commercially unnecessary for it to
appoint executive Directors based in Hong Kong. Further, our Company does not and, in
the foreseeable future, will not have sufficient management presence in Hong Kong, for the
purpose of satisfying the requirements under Rule 8.12 of the Listing Rules.

In view of that, we have applied to the Stock Exchange for, and the Stock Exchange
has granted, a waiver from the strict compliance with Rule 8.12 of the Listing Rules.
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In order to ensure that regular communication is effectively maintained between the
Stock Exchange and our Company, we will put in place the following measures:

(a)

(b)

(c)

(d)

we have appointed two authorised representatives pursuant to Rule 3.05 of the
Listing Rules, who will act as our Company’s principal channel of communication
with the Stock Exchange and ensure that our Group complies with the Listing
Rules at all times. The two authorised representatives are Mr. Leng Xuejun (“Mr.
Leng”), one of our executive Directors and Mr. Lei Kin Keong (“Mr. Lei”). Mr.
Leng and Mr. Lei are our joint company secretaries, while Mr. Lei ordinarily
resides in Hong Kong. Each of the authorised representatives will be available to
meet with the Stock Exchange within a reasonable time frame upon the request of
the Stock Exchange and will be readily contactable by telephone, facsimile and
email. Each of the two authorised representatives is authorised to communicate
on behalf of our Company with the Stock Exchange;

each of the authorised representatives has means to contact all members of the
Board and of the senior management team promptly at all times as and when the
Stock Exchange wishes to contact our Directors for any matters. To enhance the
communication between the Stock Exchange, the authorised representatives and
our Directors, we will implement a policy that (a) each Director will have to
provide their respective office phone numbers, mobile phone numbers, residential
phone numbers, fax numbers and email addresses (if applicable) to the authorised
representatives and his or her respective alternates; and (b) in the event that a
Director expects to travel and be out of office, he/she will endeavour to provide
the phone number of the place of his/her accommodation to the authorised
representatives or maintain an open line of communication via his or her
telephone;

in addition, all Directors will provide their mobile phone numbers, residential
phone numbers, office phone numbers, fax numbers and email addresses to the
Stock Exchange to ensure that they will be readily contactable when necessary to
deal promptly with enquiries from the Stock Exchange; and

furthermore, all Directors have confirmed that they possess valid travel
documents to visit Hong Kong for business purposes and would be able to
come to Hong Kong and meet the Stock Exchange upon reasonable notice.

In compliance with Rule 3A.19 of the Listing Rules, we have appointed Dongxing
Securities (Hong Kong) Company Limited as our compliance adviser to act as the alternate
channel of communication with the Stock Exchange for the period commencing on the date
of the initial listing of the Shares of our Company on the Main Board of the Stock
Exchange and ending on the date on which our Company complies with Rule 13.46 of the
Listing Rules in respect of its financial results for the first full financial year commencing
after the Listing Date.
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JOINT COMPANY SECRETARIES

Rule 8.17 of the Listing Rules provides that a listing applicant must appoint a
company secretary who satisfies the requirements under Rule 3.28 of the Listing Rules.
Rule 3.28 of the Listing Rules provides that the company secretary of a listing applicant
must be a person who, by virtue of his or her academic or professional qualifications or
relevant experience, is, in the opinion of the Stock Exchange, capable of discharging the
functions of company secretary. The Stock Exchange considers the following academic or
professional qualifications to be acceptable: (a) a member of The Hong Kong Institute of
Chartered Secretaries; (b) a solicitor or barrister (as defined in the Legal Practitioners
Ordinance (Chapter 159 of the Laws of Hong Kong)); and (c) a certified public accountant
(as defined in the Professional Accountants Ordinance (Chapter 50 of the Laws of Hong
Kong)). In assessing “relevant experience”, the Stock Exchange will consider the individual
based on the following criteria: (a) length of employment with the listing applicant and/or
any other listed issuers and the roles he or she played; (b) familiarity with the Listing Rules
and other relevant laws and regulations including but not limited to the SFO, the
Companies Ordinance, Companies (Winding Up and Miscellaneous Provisions) Ordinance
and the Takeovers Code; (c¢) relevant training taken and/or to be taken in addition to the
minimum requirement under Rule 3.29 of the Listing Rules; and (d) professional
qualifications in other jurisdictions.

Our Company has appointed Mr. Leng Xuejun as one of our joint company secretaries.
Mr. Leng joined the Group in September 2013 and is currently an executive Director of our
Company and the vice chairman of the Board. He is responsible for overseeing the company
secretarial matters and financial matters of our Group. Please refer to the section headed
“Directors and Senior Management” in this prospectus for Mr. Leng’s biography. Although
our Company believes, having regard to Mr. Leng’s past experience in handling
administrative and corporate matters, that he has a thorough understanding of the
Group and the Board, Mr. Leng does not possess the requisite qualifications as required
under Rule 3.28 of the Listing Rules. Therefore, our Company has appointed Mr. Lei Kin
Keong, who is a Hong Kong resident and possesses the aforementioned qualifications
required under Rule 3.28 of the Listing Rules, to be a joint company secretary to assist and
provide assistance to Mr. Leng. Please refer to the section headed “Directors and Senior
Management — Joint Company Secretaries” in this prospectus for Mr. Lei’s biography.
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Given the important role of the company secretary in the corporate governance of a
listed issuer, particularly in assisting the listed issuer as well as its directors in complying
with the Listing Rules and other relevant laws and regulations, our Company has put in
place the following arrangements:

(a)

(b)

(c)

(d)

(e)

Mr. Lei, one of the joint company secretaries of our Company who satisfies the
requirements under Rule 3.28 of the Listing Rules, will assist Mr. Leng so as to
enable him to jointly discharge his duties and responsibilities as a joint company
secretary of our Company. Given Mr. Lei’s relevant experiences, he will be able to
advise both Mr. Leng and our Company on the relevant requirements of the
Listing Rules as well as other applicable laws and regulations of Hong Kong;

Mr. Leng, one of the joint company secretaries of our Company, will be assisted
by Mr. Lei for a period of three years commencing from the Listing Date, which
should be sufficient for him to acquire the requisite knowledge and experience as
required under Rule 3.28 of the Listing Rules;

our Company will ensure that Mr. Leng has access to the relevant trainings and
support to enable him to familiarise himself with the Listing Rules and the duties
required for a company secretary of a Hong Kong listed company, and Mr. Leng
has undertaken to attend such trainings;

Mr. Lei will communicate with Mr. Leng on a regular basis regarding matters in
relation to corporate governance, the Listing Rules as well as other applicable
laws and regulations of Hong Kong which are relevant to the operations and
affairs of our Company. Mr. Lei will work closely with, and provide assistance to
Mr. Leng with a view to discharging his duties and responsibilities as a joint
company secretary, including but not limited to organising the Board meetings
and Shareholders’ meetings; and

pursuant to Rule 3.29 of the Listing Rules, Mr. Leng and Mr. Lei will also attend
in each financial year no less than 15 hours of relevant professional training
courses to familiarise themselves with the requirements of the Listing Rules and
other regulatory requirements of Hong Kong. Both Mr. Leng and Mr. Lei will be
advised by the legal advisers of our Company as to Hong Kong law and the
compliance advisor of our Company as and when appropriate and required.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has
granted, a waiver under and in respect of Rules 3.28 and 8.17 of the Listing Rules. The
waiver is valid for an initial period of three years from the Listing Date. Before the expiry of
the initial three-year period, our Company will evaluate the qualifications and experiences
of Mr. Leng. Upon the determination of our Company that no on-going assistance to Mr.
Leng is necessary, our Company will liaise with and demonstrate to the Stock Exchange
that, with the assistance of Mr. Lei over such three-year period, Mr. Leng has acquired the
requisite knowledge and experience as prescribed of Rule 3.28 of the Listing Rules.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies Ordinance, the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, the Securities and
Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the
Listing Rules for the purposes of giving information with regard to our Company. Our
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge
and belief:

(a) the information contained in this prospectus is accurate and complete in all
material respects and is not misleading or deceptive;

(b) there are no other matters the omission of which would make any statement
herein or this prospectus misleading; and

(c) all opinions expressed in this prospectus have been arrived at after due and careful
consideration and are founded on bases and assumptions that are considered fair
and reasonable.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered for subscription solely on the basis of the information
contained and representations made in this prospectus, and on the terms and subject to the
conditions set out herein. No person is authorised to give any information in connection
with the Global Offering or to make any representation not contained in this prospectus.
Any information or representation not contained herein must not be relied upon as having
been authorised by our Company, the Sole Sponsor, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the Co-Managers, the Underwriters, and any
of our or their respective affiliates, directors, officers, employees, agents or representatives,
or any other person or party involved in the Global Offering.

OFFER SHARES ARE FULLY UNDERWRITTEN

This prospectus is published solely in connection with the Hong Kong Public Offer.
The listing of the Shares on the Main Board is sponsored by the Sole Sponsor and managed
by the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers and the
Co-Managers. The Global Offering is fully underwritten by the Underwriters pursuant to
the Underwriting Agreements, subject to the terms and conditions of the Underwriting
Agreements and that the Offer Price will be determined by agreement between our
Company and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) on or about the Price Determination Date. For further details on the
Underwriters and the underwriting arrangements, please refer to the section headed
“Underwriting” in this prospectus.

If, for any reason, the Offer Price is not agreed between our Company and the Joint
Global Coordinators (for themselves and on behalf of the Underwriters) by Monday, 11
November 2019, the Global Offering will not become unconditional and will lapse.
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OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined in Hong
Kong dollars by our Company and the Joint Global Coordinators (for themselves and on
behalf of the Underwriters) on or about the Price Determination Date. The Offer Price will
not be more than HK$1.75 per Offer Share and is expected to not be less than HK$1.25 per
Offer Share. Subscribers, must pay, on application, the maximum Offer Price of HK$1.75
per Offer Share plus brokerage of 1.0%, SFC transaction levy of 0.0027% and Stock
Exchange trading fee of 0.005%, amounting to a total of HK$3,535.27 for one (1) board lot
of 2,000 Offer Shares. For further details on the Offer Price, please refer to the section
headed “Structure and Conditions of the Global Offering” in this prospectus.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

No action has been taken to permit any offering of the Offer Shares or the distribution
of this prospectus in any jurisdiction other than Hong Kong. Accordingly, this prospectus
may not be used for the purpose of, and does not constitute, any offer or invitation nor is it
taken as an invitation or solicitation of offers in any jurisdiction or under any
circumstances where such offer or invitation is not authorised or to any person to whom
it is unlawful to make such an offer or invitation.

The distribution of this prospectus and the offering of the Offer Shares in other
jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable laws, rules and regulations of such jurisdictions pursuant to registration with or
authorisation by the relevant regulatory authorities or as an exemption therefrom.

Each person acquiring the Offer Shares will be required to confirm, or by his or her
acquisition of the Offer Shares be deemed to confirm, that he or she is aware of the
restrictions on the placing of the Offer Shares described in this prospectus and that he or
she is not acquiring, and has not been offered, any such shares in circumstance that
contravenes any such restrictions.

Prospective investors for the Offer Shares should consult their financial advisers and
take legal advice as appropriate, to inform themselves of, and to observe, all applicable laws
and regulations of any relevant jurisdiction.

PROCEDURE FOR APPLICATION FOR THE HONG KONG OFFER SHARES

The procedure for application for the Hong Kong Offer Shares is set out in the section
headed “How to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant
Application Forms.

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

For further details on the structure and conditions of the Global Offering, please refer
to the section headed “Structure and Conditions of the Global Offering” in this prospectus.
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OVER-ALLOTMENT OPTION

Details of the arrangements relating to the Over-allotment Option are set out in the
section headed “Underwriting” and “Structure and Conditions of the Global Offering” in
this prospectus.

APPLICATION FOR LISTING ON THE MAIN BOARD

Application has been made to the Listing Division of the Stock Exchange for the listing
of, and permission to deal in, the Shares in issue and to be issued pursuant to the Global
Offering, the Loan Capitalisation and the Capitalisation Issue on the Main Board and the
Shares which may be allotted and issued pursuant to the exercise of the Over-allotment
Option and any option which may be granted under the Share Option Scheme. No part of
the share or loan capital of our Company is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or is proposed to be sought in the
near future.

Pursuant to Rule 8.08(1) of the Listing Rules, at least 25.0% of the total number of
issued Shares must at all times be held by the public. A total of 100,000,000 Offer Shares,
representing 25.0% of the enlarged issued Shares immediately following completion of the
Loan Capitalisation, the Capitalisation Issue and the Global Offering (without taking into
account of any Shares which may be allotted and issued pursuant to the exercise of the
Over-allotment Option and any options which may be granted under the Share Option
Scheme) will initially be made available under the Global Offering.

Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, any allotment made in respect of any application will be invalid if the
permission for the Shares to be listed on the Main Board has been refused before the
expiration of three weeks from the date of the closing of the Global Offering, or such longer
period (not exceeding six weeks) as may, within the said three weeks, be notified to our
Company by or on behalf of the Stock Exchange.

Save as disclosed herein, no part of the Shares or loan capital of our Company is listed,
traded or dealt in on any other stock exchange. At present, we are not seeking or proposing
to seek a listing of, or permission to deal in, any part of the Shares or loan capital on any
other stock exchange.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the Stock Exchange granting the listing of, and permission to deal in, our
Shares on the Main Board and the compliance with the stock admission requirements of
HKSCC, our Shares will be accepted as eligible securities by HKSCC for deposit, clearance
and settlement in CCASS with effect from the Listing Date or any other date as determined
by HKSCC.
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Settlement of transactions between participants of the Stock Exchange is required to
take place in CCASS on the second business day after any trading day. If you are unsure
about the details of CCASS settlement arrangements and how such arrangements will affect
your rights and interests, you should seek advice from your stockbrokers or other
professional advisers.

All necessary arrangements have been made for our Shares to be admitted into
CCASS. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time.

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 Shares, you
should consult your professional adviser. It is emphasised that none of our Company, the
Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, the Co-Managers, the Underwriters, any of their respective directors, agents or
advisers or any other person involved in the Global Offering accepts 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 Shares.

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our Principal
Share Registrar and Transfer Office, Walkers Corporate Limited, in the Cayman Islands
and our Company’s Hong Kong branch register of members will be maintained by our
Hong Kong Branch Share Registrar, Computershare Hong Kong Investor Services Limited,
in Hong Kong.

The Shares are freely transferable. Only securities registered on the branch register of
members of our Company kept in Hong Kong may be traded on the Main Board unless the
Stock Exchange otherwise agrees.

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

Unless determined otherwise by our Company, dividends payable in Hong Kong
dollars in respect of our Shares will be paid to the Shareholders listed on our Company’s
Hong Kong branch register of members to be maintained in Hong Kong, by ordinary post,
at the Sharcholders’ risk, to the registered address of each Shareholder or its joint
Shareholders, to the first-named therein in accordance with the Articles.
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COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence at 9:00 a.m.
(Hong Kong time) on or around Tuesday, 12 November 2019. Shares will be traded in
board lots of 2,000 Shares each. The stock code for our Shares is 1640. Our Company will
not issue any temporary documents of title.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

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

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Names of any laws and regulations, governmental
authorities, institutions, natural persons or other entities which have been translated into
English and included in this prospectus and for which no official English translation exists
are unofficial translations for your reference only.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments. Accordingly, totals of rows or columns of numbers in tables may
not be equal to the apparent total of individual items. Where information is presented in
thousands or millions of units, amount may have been rounded up or down. Any
discrepancies in any table between the totals and the sums of amounts and percentages
listed therein are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name
Executive Directors

Ms. Li Na (Zif% 1)

Mr. Feng Xing (#58L5c4E)

Ms. Wang Xin (Efk% +)

Mr. Leng Xuejun ((RE£H Jc4)

Independent non-executive
Directors

Mr. Zhao Gang (i []5c/E)

Mr. Li Xue (ZZFHLH4)

Mr. How Sze Ming (f%EB5EA:)

Residential Address

No. 1103

Building 8

Zone 3

GuangQu MenWai Dajie
Chaoyang District
Beijing, PRC

No. 101, 70/F
Xi Li, Balizhuang
Chaoyang District
Beijing, PRC

Room 101, Unit 1
Building 2

Wanke Lanshan
Zone 3
Nanmofang Road
Chaoyang District
Beijing, PRC

Room 906, Building 13
Xinglong Jiayuan

29 Jianguo Road
Chaoyang District
Beijing, PRC

Room 0701, 7/F

Unit 3, Building 1

Chamao International Center
Xicheng District

Beijing, PRC

Room 601

Unit 2, Building 5

23 Xianggang East Road
Qingdao, PRC

Flat B, 59/F, Block 8

Lake Silver, 599 Sai Sha Road
Ma On Shan, New Territories
Hong Kong
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Chinese

Chinese
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

For further information on the profile and background of our Directors, please refer to
the section headed “Directors and Senior Management” in this prospectus.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Joint Global Coordinators, Joint
Bookrunners and Joint Lead
Managers

Dongxing Securities (Hong Kong) Company Limited
a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on
corporate finance) regulated activities

Room 6805-6806A, 68/F

International Commerce Centre

1 Austin Road West

Kowloon

Hong Kong

Dongxing Securities (Hong Kong) Company Limited
a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on
corporate finance) regulated activities

Room 6805-6806A, 68/F

International Commerce Centre

1 Austin Road West

Kowloon

Hong Kong

Aristo Securities Limited

a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities) regulated
activities

Room 101, 1st Floor

On Hong Commercial Building

145 Hennessy Road, Wanchai

Hong Kong
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Co-Managers

Legal advisers to our Company

Chuenman Securities Limited

a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities) regulated
activities

Office A 10/F Sang Woo Building

227-228 Gloucester Road, Wan Chai

Hong Kong

Zundiao Securities Limited

a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities) regulated
activities

Room 601, 6/F

On Hong Commercial Building

145 Hennessy Road, Wanchai

Hong Kong

As to Hong Kong law

King & Wood Mallesons

13/F, Gloucester Tower, The Landmark
15 Queen’s Road Central

Hong Kong

As to PRC law

Jingtian & Gongcheng

34/F, Tower 3, China Central Place
77 Jianguo Road

Beijing

PRC

As to Cayman Islands law
Walkers (Hong Kong)
15/F, Alexandra House
18 Chater Road

Central

Hong Kong
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Legal advisers to the Sole Sponsor As to Hong Kong law
and the Underwriters P. C. Woo & Co.
Room 1225, 12/F
Prince’s Building
10 Chater Road
Central
Hong Kong

As to PRC law

Shandong Yi Heng Law Firm

13/F, Bandao International Building
182—-8 Haier Road, Laoshan District
Qingdao, Shandong Province

PRC

Auditors and reporting accountants  Deloitte Touche Tohmatsu
Certified Public Accountants
35/F, One Pacific Place
88 Queensway
Hong Kong

Compliance adviser Dongxing Securities (Hong Kong) Company Limited
a corporation licensed under the SFO and permitted to
carry out type 1 (dealing in securities), type 4
(advising on securities) and type 6 (advising on
corporate finance) regulated activities
Room 6805-6806A, 68/F
International Commerce Centre
1 Austin Road West
Kowloon
Hong Kong

Industry consultant China Insights Industry Consultancy Limited
10F, Block B
Jing’an International Center
88 Puji Road, Jing’an District
Shanghai, PRC

Receiving Bank Standard Chartered Bank (Hong Kong) Limited
15/F, Standard Chartered Tower
388 Kwun Tong Road
Kwun Tong
Hong Kong
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Registered office

Headquarters and principal place
of business in the PRC

Principal place of business in
Hong Kong

Website address

Joint company secretaries

Compliance adviser

Authorised representatives

Audit committee

Remuneration committee

Nomination committee

Cayman Corporate Centre

27 Hospital Road, George Town
Grand Cayman KY1-9008
Cayman Islands

Room 302, 3/F, Building Cl1

Phase II, Dongyi International Media Industrial Park
No. 8 Gaojing Culture Park Road

Chaoyang District

Beijing, PRC

40/F, Sunlight Tower
248 Queen’s Road East
Wan Chai

Hong Kong

www.reach-ad.com
(The contents of the website do not form a part of this
document)

Mr. Leng Xuejun
Mr. Lei Kin Keong ACIS, ACS, HKICPA

Dongxing Securities (Hong Kong) Company Limited

Mr. Leng Xuejun
Mr. Lei Kin Keong ACIS, ACS, HKICPA

Mr. Li Xue (Chairman)
Mr. Zhao Gang
Mr. How Sze Ming

Mr. Zhao Gang (Chairman)
Ms. Wang Xin
Mr. How Sze Ming

Ms. Li Na (Chairlady)
Mr. Zhao Gang
Mr. Li Xue
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Hong Kong Branch Share
Registrar

Cayman Islands principal share
registrar and transfer office

Principal bankers

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor

Hopewell Centre

183 Queen’s Road East

Wanchai

Hong Kong

Walkers Corporate Limited
Cayman Corporate Centre

27 Hospital Road, George Town
Grand Cayman KY1-9008
Cayman Islands

Bank of Beijing (Zhongguancun Haidian Park
Sub-branch)

2/F, Aiqiyi Innovation Tower

Haidian North Ist Street

Haidian District

Beijing, PRC

Agricultural Bank of China Limited (Beijing Modern
City Sub-branch)

88 Jianguo Road

Chaoyang District

Beijing, PRC

Fubon Huayi Bank (Tianjin Branch)
1/F, Xindu Building

16 Weijin Road

Nankai District

Tianjin, PRC
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INDUSTRY OVERVIEW

The information presented in this section is, including certain facts, statistics and data,
derived from the CIC Report, which was commissioned by us and from various official
government publications and other publicly available publications, unless otherwise
indicated. We believe that these sources are appropriate for such information and we have
taken reasonable care in extracting and reproducing such information. We have no reason to
believe that such information is false or misleading in any material respect or that any fact
has been omitted that would render such information false or misleading in any material
respect. The information has not been independently verified by our Company, the Sole
Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
the Co-Managers, the Underwriters, any of our or their respective directors, officers or
representatives or any other person involved in the Global Offering (other than CIC) and no
representation is given as to its accuracy, completeness or fairness (other than by CIC). The
information and statistics may not be consistent with other information and statistics
compiled within or outside of the PRC. As a result, excessive reliance on the information
contained in this section shall be avoided.

SOURCE OF INFORMATION

We commissioned CIC, a market research and consulting company and an
Independent Third Party, to conduct an analysis of, and to report on the advertising
industry in the PRC for the period from 2014 to 2023. The CIC Report has been prepared
by CIC independent of our influence. The fee payable to CIC for preparing the CIC Report
is RMB468,000, which we believe reflects the market rate for similar services. CIC is a
consulting firm founded in Hong Kong. It provides professional industry consulting
services across multiple industries. CIC’s services include industry consulting services,
commercial due diligence and strategic consulting.

Our Directors are of the view that the information set forth in this section is reliable
and not misleading as the information was extracted from the CIC Report and CIC is an
independent market research company with extensive experience in their profession. The
information and data collected by CIC have been analysed, assessed and validated using
CIC’s in-house analysis models and techniques. Primary research was conducted via
interviews with key industry experts and leading industry participants. Secondary research
involved analysing historical market data obtained from several publicly available data
sources, such as the National Bureau of Statistics, the National Radio and Television
Administration, China Broadcasting Network Corporation, China Internet Network
Information Center, and China Association of Metros. The methodology used by CIC is
based on information gathered from multiple levels and allows such information to be
cross-referenced for accuracy. On the basis of the aforementioned, we consider the data and
statistics to be reliable.
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ASSUMPTIONS

The CIC Report contains a variety of market projections which were produced with the
following key assumptions: (i) the overall social, economic, and political environment in the
research scope regions are expected to remain stable during the forecast period; (ii) related
key industry drivers are likely to propel continued growth in the TV advertising media
services market (e.g., the development of downstream industries, increasing TV broadcast
time and TV subscribers, and new TV advertising forms), the online advertising media
services market (e.g., larger audience base, advanced technologies, fast-developing mobile
advertising and increasing popularity among advertisers), and the outdoor advertising
media services market (e.g., continued digitalisation process, increasing outdoor media
resources, and growing demand for entertainment and out-of-home leisure activities) in
China during the forecast period; and (iii) there is no extreme force majeure or unforeseen
industry regulations by which the market may be affected in either a dramatic or
fundamental way.

The CIC Report mainly focuses on the advertising industry in China. Our Directors
confirm that after taking reasonable care, there is no adverse change in the market
information since the date of the CIC Report which may qualify, contradict or have an
impact on the information in this section.

Except as otherwise noted, all of the data and forecasts contained in this section are
derived from the CIC Report. Parameters used in the CIC Report include: (i) total
advertisers’ expenditure of the advertising market; (ii) total advertisers’ expenditure of the
TV advertising market; (iii) total advertisers’ expenditure of the online advertising market;
and (iv) total advertisers’ expenditure of the outdoor advertising market.

OVERVIEW OF THE ADVERTISING INDUSTRY IN CHINA
Definition and the industry chain of the advertising industry

Advertising is a method of publicity. Through the services of the advertising agencies,
an advertisement uses the media as a channel to disseminate social public welfare
information or information of merchandises and services to people. Based on the varying
types of advertising media, the advertising industry can be categorised into: TV advertising,
online advertising, outdoor advertising, and others. Other advertising media refer to
traditional printed media and radio.

Outline marketing

inc}icalors gnd Conduct media buying .
marketing requirements and planning Enforce media plans
Advertisers Y S .
or their agents /" Advertising service [ Advertising Consumers
o 2 e
which are advertising  +—————————| providers e resources suppliers,
or their agents

service providers L .
Regularl t on th .
Ceu arly report on the Report on the execution

media environment, . N
of media plans

evaluate the advertising
effect, and optimise
advertising strategy
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The advertising industry participants include four main entities: advertisers,
advertising service providers, advertising resources suppliers and consumers. Advertisers
or their agents entrust advertising service providers with creating ideas and advertising
content, to conduct media buying and planning, and to advertise. Advertising service
providers are at the core of the advertising industry chain, acting as an important link for
connecting advertisers or their agents with advertising resources suppliers or their agents
and consumers.

It is not uncommon that advertisers rely on advertising service providers to source
advertising resources for the promotion of their products, services or brands, due to their
shortage of professional advertising talents, and lack of industry know-how on formulating
and implementing advertising solutions efficiently.

It is also not uncommon that an advertising service provider may choose to procure
advertising resources and services from other advertising service providers as the latter (i)
may have stronger relationship with certain advertising resources suppliers possessing
particular advertising resources; (ii) can get more competitive rates from certain advertising
resources suppliers; (iii) may offer unique advertising services; or (iv) may have the
exclusive advertising rights given by the advertising resources suppliers.

Market size of the advertising market in China

China’s advertising industry is at a stage of expansion, and has experienced a steady
growth in recent years. The total size of China’s advertising market, as measured by
advertisers’ expenditure, grew from approximately RMB560.5 billion in 2014 to
approximately RMB748.1 billion in 2018, representing a CAGR of 7.5%. The market
size of the advertising industry in China is projected to further expand at a CAGR of 8.2%
to approximately RMB1,110.4 billion by 2023.

The advertising industry, in particular, the TV advertising media services and online
advertising agent markets in China, is fragmented and highly competitive. Due to the
increasing demand for multi-channel advertising, it is expected competition in the
advertising industry will intensify.
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Market size of the advertising market in terms of advertisers’ expenditure, China, 2014-2023E

CAGR (2014-2018) CAGR (2018-2023E)
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Source: CIC, State Administration for Market Regulation
Cost of advertising resources

The cost for various forms of advertising resources ranges widely depending on its
nature and distribution platforms. Prices of TV advertisements correlate with specific TV
channel, corresponding broadcast time and viewership. The average prices (rate card) of
advertisements of first-tier provincial satellite TV stations during 8:20pm—10:00pm
between Monday and Thursday range between RMB83,000 and RMB294,000 for 15
seconds in 2018. Meanwhile, the average prices (rate card) of advertisements of first-tier
provincial satellite TV stations during 8:20pm—10: 00pm between Friday and Sunday range
between RMB150,000 and RMB400,000 for 15 seconds in 2018.

Average price (rate card) of advertisements of
one first-tier provincial satellite TV station, 2014-2018

2014 2015 2016 2017 2018
Monday-Thursday
8:20pm—10:00pm,
15 seconds (RMB) 120,000 135,000 240,000 200,000 220,000
Friday-Sunday
8:20pm—10:00pm,
15 seconds (RMB) 150,000 200,000 250,000 250,000 250,000
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The prices of TV advertisements in first-tier provincial satellite TV stations during the
prime time started to increase significantly between 2014 and 2016 with CAGR above 10%
on average as many innovative variety shows got published and gained huge popularity
among Chinese audience and advertisers. The prices of TV advertisements in first-tier
provincial satellite TV stations reached the peak around 2016. The prices of TV
advertisements in first-tier provincial satellite TV stations in 2017 and 2018 were
comparatively lower than that in 2016 as the variety show market becoming more
reasonable, stable and mature. It is expected that the prices of TV advertisements in
first-tier provincial satellite TV stations will maintain at a relatively reasonable and stable
level, with moderate CAGR of no more than 5% on average in the next few years.

The price of online advertisements may vary depending on their distribution platforms.
Due to advertisers’ growing demand for online exposure, the standard prices of in-feed
advertisements, display advertisements and search engine advertisements on major online
platforms increased during the past five years, and are expected to sustain a slight upward
trend in the next five years, with a moderate CAGR of approximately 5.0% on average. It is
not uncommon that the advertising agent of online platforms may charge customers (i.e.
other advertising agents or advertisers) by packaged pricing or other pricing models (e.g.,
CPC, CPM, Cost per Download) different from standard pricing of the platform, on a
case-by-case basis. Below we take the standard prices of one major social media platform
and one major online search engine platform in China, as an example.

Standard prices of in-feed advertisements (image and text) of one major social media
platform'® in China, 2015-2018

2015 2016-2018

Core cities (RMB/CPM )™ 140 150
Key cities (RMB/CPM )™V 90 100
Other cities (RMB/CPM )™V 40 50
Notes:

(1) Core cities: Beijing, Shanghai; key cities: Guangzhou, Chengdu, Shenzhen, Hangzhou, Wuhan,
Suzhou, Chongqing, Nanjing, Tianjin, Xi’an, Shenyang, Changsha, Qingdao, Ningbo, Zhengzhou,
Dalian, Xiamen, Jinan, Harbin, Fuzhou; other cities: other cities in China.

(2) The platform started to launch in-feed advertising in 2015.
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Standard prices of display advertisements (banner) of one major social media
platform in China, 2014-2018

2014-2017 2018
Core cities (RMB/CPM )™ 25 35
Key cities (RMB/CPM )V 20 30
Other cities (RMB/CPM )™V 15 25

Note:

(1) Core cities: Beijing, Shanghai; key cities: Guangzhou, Chengdu, Shenzhen, Hangzhou, Wuhan,
Suzhou, Chongqing, Nanjing, Tianjin, Xi’an, Shenyang, Changsha, Qingdao, Ningbo, Zhengzhou,
Dalian, Xiamen, Jinan, Harbin, Fuzhou; other cities: other cities in China.

Standard prices of search engine advertisements of one major online search engine platform
in China, 2014-2018

2014-2017 2018
Deposit fee (RMB) 5,000 6,000
Service fee (RMB) 600 1,000
Minimum CPC (RMB) 0.3 0.5

The price of outdoor advertisements may vary depending on their distribution
platforms and locations. Specifically, the price ranges of LED screens and advertising light
boxes in bus stations as of 2018 are as shown in the table below. The prices of LED screens
and advertising light boxes within the industry of China increased over the past five years
with a CAGR of approximately 10.0% and 5.0% on average, and are expected to grow at a
moderate CAGR of approximately 5.0% and 3.0%, respectively, mostly driven by: (1)
advertisers’ increasing demand due to growing out-of-home entertainment and leisure
activities of residents, with the consumption upgrades and change of lifestyles in China; (2)
upgrades of products, e.g., more interactive, intelligent and high-definition LED screens,
and digitalised advertising light boxes.
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Price ranges of LED screens and advertising light boxed in bus stations in first-tier and
second-tier cities'!) of China, 2018

2018
Standing LED screen inside buildings, 15 seconds for 240 times per
day (RMB) 1,000-5,000
LED screen on external walls of buildings, 15 seconds for 120 times
per day (RMB) 100,000-200,000
Advertising light box in bus stations per month (RMB) 5,000-20,000
Note:

(1)  First-tier cities refer to Beijing, Shanghai, Guangzhou and Shenzhen, and second-tier cities refer to
Chengdu, Hangzhou, Chongqing, Wuhan, Suzhou, Xi’an, Tianjin, Nanjing, Zhengzhou, Changsha,
Shenyang, Qingdao, Ningbo, Dongguan, Wuxi, Kunming, Dalian, Xiamen, Hefei, Foshan, Fuzhou,
Harbin, Jinan, Wenzhou, Changchun, Shijiazhuang, Changzhou, Quanzhou, Nanning, Guiyang,
Nanchang, Nantong, Jinhua, Xuzhou, Taiyuan, Jiaxing, Yantai, Huizhou, Baoding, Taizhou,
Zhongshan, Shaoxing, Urumqi, Weifang and Lanzhou.

OVERVIEW OF THE TV ADVERTISING INDUSTRY IN CHINA
Market size of the TV advertising market in China

As one of the major segments of the advertising industry, China’s TV advertising
industry increased from approximately RMB202.1 billion in 2014 to approximately
RMB222.0 billion in 2018, representing a CAGR of 2.4%. A slight decrease in the TV
advertising market happened in 2015 mostly due to restrictions on TV series broadcasting
implemented at the beginning of 2015, which negatively affected advertisers’ incentives to
advertise on TV. Considering the diminishing negative impact of the regulations and the
stable demand of TV advertising, the market size is expected to continue to grow at a
CAGR of 2.7% to approximately RMB253.9 billion in 2023.

By business, China’s TV advertising industry can be categorised into two markets: (i)
TV advertising design, production and other services market, and (ii) TV advertising media
services market. China’s TV advertising design, production and other services market is a
mature and standardised industry, with the market size in terms of advertisers’ expenditure
increasing from approximately RMB63.6 billion in 2014 to RMB67.1 billion in 2018, and
expected to decrease slightly to approximately RMB64.6 billion by 2023. On the other hand,
enterprises providing TV advertising media services connect advertisers to the TV stations
which own media resources, and provide planning, buying, and monitoring services for
advertisers. China’s TV advertising media services market increased from approximately
RMB138.5 billion in 2014 to approximately RMB154.9 billion in 2018, representing a
CAGR of 2.8%. The market size is expected to grow at a CAGR of 4.1% to approximately
RMB189.3 billion in 2023.
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Market size of the TV advertising media services market in China

The TV advertising media services, provided by advertising service providers which
connect customers and TV stations, can be further categorised by advertising form into
hard-sell advertising and soft-sell advertising. The latter is usually sold as an advertising
solution package combined with hard-sell advertisements. The Group is one of advertising
service providers in the TV advertising media services market.

Traditional hard-sell advertising refers to an advertising approach which is especially
direct and uses insistent language, and focuses on inducing a consumer to purchase a good
or services in the short-term. Examples of hard-sell advertising could be advertisements
during TV advertising time slots. Affected by new TV advertising forms, the advertisers’
expenditure of traditional hard-sell TV advertising decreased from approximately RMB74.8
billion in 2014 to approximately RMB72.7 billion in 2018, representing a negative CAGR of
0.7% between 2014 and 2018. In the few years to come, with the quality improvement of TV
programmes and growing TV subscribers, the market is expected to remain reasonably
stable with a forecasted market size of approximately RMB73.5 billion in 2023.

Soft-sell advertising on the other hand, is more subtle and indirect, and is designed to
influence the consumer by inducing positive emotional responses that are associated with
the advertised products or services. Examples of soft-sell advertising could be product
placement, title sponsorship, verbal slogan or subtitle advertisement in variety shows or TV
series. Soft-sell TV advertisements are usually content-related and have gained increasing
popularity among advertisers and audiences in recent years. Specifically, the advertisers’
expenditure of China’s soft-sell TV advertising, including the form of advertising solution
packages, increased from approximately RMB63.7 billion in 2014 to approximately
RMBS82.2 billion in 2018, representing a CAGR of approximately 6.6% between 2014
and 2018, and is expected to further expand to approximately RMB115.8 billion by 2023,
representing a CAGR of 7.1% between 2018 and 2023.

Market size of the TV advertising media services market in terms of advertisers’ expenditure
by advertising form, China, 2014-2023E

CAGR CAGR
RMB billion (2014-2018)  (2018-2023E)
M Traditional hard-sell -0.7% 0.2%
300 Soft-sell, including advertising 6.6% 7.1%
solution packages
200 — 1842 189.3

100 - 67 69.0

T T T 1
2014 2015 2016 2017 2018 2019E  2020E 2021E 2022E 2023E

Source: CIC, public news on CCTV and first-tier provincial satellite TV stations’ advertising revenues
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Drivers of the TV advertising media services market in China

The following factors are expected to drive the growth of China’s TV advertising media
services market:

(i)

(ii)

Continuous development of downstream industries: The top five industries in terms
of TV advertising spending in China in 2018 are beverage & alcohol,
pharmaceuticals, home furnishing & electronics, food, and household &
personal care, and the aggregate spending of those five industries on TV
advertising accounted for approximately 89.4% of total TV advertising spending
in China. The top five industries are expected to grow at CAGRs between 5-10%
in terms of retail sales value in the next few years. The promising development
trend of the above industries is expected to promote the TV advertising media
services market in the future.

Increasing TV broadcast time and TV subscribers: According to the National
Bureau of Statistics, and the “National Statistical Bulletin of Radio and
Television Industry” published by the National Radio and Television
Administration, the TV broadcast time in China increased steadily from
approximately 17.5 million hours per year in 2014 to approximately 19.3
million hours per year in 2018, and is projected to reach approximately 21.4
million hours in 2023. The increase was mainly due to the Chinese government’s
encouragement on the broadcast of high quality TV programmes and the
establishment of the intellectual property protection system, such as the release of
the “Opinions on Accelerating the Construction of a Modern Public Culture
Service System” (CBEA PR BAC AL IRFHE R E L)), According to
“China Cable Television Industry Development Bulletin” published by China
Broadcasting Network Corporation Ltd., which was established and managed by
the National Radio and Television Administration, the number of TV subscribers
(or the number of TV user accounts) increased from approximately 345.6 million
in 2014 to approximately 640.3 million in 2018, and is expected to reach
approximately 899.7 million in 2023. The increasing number of TV subscribers is
driven by the increasing coverage of TV signal in rural and remote areas, and the
advancement of TV technologies such as IPTV (Internet Protocol Television),
which enables audience to watch TV programmes via both LTV (linear TV, or live
TV) and TSTV (time shifting TV), and thus offers more flexibility in terms of time
and better user experience than traditional cable TV. IPTV means the delivery of
television contents over Internet Protocol networks via TV sets, and mostly of the
contents are TV programmes.
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(iii) Emergence of new forms of advertising services: Besides the traditional hard-sell
TV advertising, which takes continuous advertising time to broadcast, other
various forms of soft-sell TV advertising have been introduced. New forms of
advertising, such as soft-sell advertising which include product placement, title
sponsorship, special sponsorship, corner sign advertisement, verbal slogan, and
subtitle advertisement, are appealing to advertisers as more choices are offered
with potentially effective audience influence. In addition, more value-added
services, including advertising strategies and advertising tracking, are expected to
introduce more business opportunities to advertising service providers.

Considering the ongoing trends of above factors, the expected CAGR of the TV
advertising media services market between 2018 and 2023 is 4.1%.

Future trends of the TV advertising media services market in China

(i)

(ii)

Advertisers’ demand for soft-sell and multi-channel advertising: Soft-sell advertising is
especially welcomed by advertisers given its better performance, as the sales content is
embedded into the programme, which makes audience less likely to switch channel
which they usually do when encountering traditional hard-sell advertisements. Another
trend among advertisers is their increasing demand for cross-screen (tablet, computer,
mobile, TV, etc.) and multi-channel advertising to enlarge the audience base in
response to emerging new media and the changing lifestyles of the millennial
generation.

Advertisers’ preferences for large advertising service providers: Large advertising service
providers possess more industry experience and are capable to acquire more media
resources and provide cross-media advertising and quality TV advertising strategies.
Therefore, a trend is expected to develop that advertisers will increasingly turn to large
advertising service providers.

(iii) Increasing quality media resources and successful programmes: The quality of TV

advertising resources is highly dependent on the quality of TV series and variety shows.
A considerable number of recently released TV series and variety shows have gained
high reputation, which makes them an attractive and good quality media resource for
advertisers. More quality and successful TV series and variety shows, acting as quality
TV advertising media, are expected in the future.

(iv) Advertising service providers’ shift to content marketing: Content marketing, based on

audience preferences and the transmission of emotional resonance, is gradually
becoming the mainstream in the advertising industry, and is expected to create a higher
demand from advertisers. Moreover, content marketing is more profitable for
advertising service providers as there is more potential for value-added services and
content-related sales. In response to the higher demand and higher profit margins,
advertising service providers are expected to shift their business to content marketing
in the future.
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COMPETITIVE LANDSCAPE OF THE TV ADVERTISING MEDIA SERVICES
MARKET IN CHINA

As of 2018, there were approximately 5,000 participants in China’s TV advertising
media services market. The TV advertising media services market in China is fragmented,
with the top 10 participants’ revenue accounting for around 18.5% of the total market by
revenue in 2018. With a business focus on leading provincial satellite TV stations, our
Group ranked the 10th in the TV advertising media services market with revenue of
RMBO0.5 billion generated from TV advertising media services business in 2018,
representing a market share of 0.3%.

Ranking of the TV advertising media service providers by revenue, 2018

Company Year Market
Rank name Background established Revenue, 2018 share, 2018
(RM B billion)

1 Company A Domestic non-SOE, listed on the 1979 6.1 3.9%
Shenzhen Stock Exchange
2 Company B Domestic non-SOE, unlisted 2008 5.8 3.7%
3 Company C  Domestic non-SOE, unlisted 2003 4.8 3.1%
4 Company D Domestic non-SOE, unlisted 1997 3.9 2.5%
5 Company E ~ Multinational company headquartered in 2000 2.8 1.8%
the UK, with the parent company
listed on the London Stock Exchange
and NASDAQ
6 Company F Multinational company headquartered in 1992 1.8 1.2%
the UK, with the parent company
listed on the Euronext Paris Exchange
7 Company G Domestic non-SOE, listed on the 2000 1.0 0.7%
Shenzhen Stock Exchange
8 Company H  Domestic non-SOE, listed on the 2003 1.0 0.7%
Shanghai Stock Exchange
9 Company | Domestic non-SOE, listed on the 2005 0.9 0.6%
Shanghai Stock Exchange
10 Our Group 2003 0.5 0.3%
Subtotal 28.6 18.5%
Others 126.3 81.5%
Total 154.9 100.0%

Note: Revenues generated from TV station agent business sector are excluded in the ranking above. TV station
agents are defined as advertising companies that sign exclusive arrangements with TV stations in order
to sell all or a portion of the advertising time slots and other advertising rights to advertisers on behalf
of TV stations.

Source: CIC
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Entry barriers of the TV advertising media services market in China

(i)

(ii)

Stable customer base: Advertising service providers need to maintain good
relationships with their customers, which are more likely to prevent potential
unforeseen losses and therefore ensure a relatively stable business performance.
Meanwhile, advertisers usually prefer to work with familiar advertising service
providers as these advertising service providers tend to have more insights on the
advertisers’ products and marketing requirements. The lack of existing customer base
poses a major barrier for new entrants intending to develop new cooperative
relationships.

Relationship with advertising resources suppliers: The advertising opportunities in most
of the popular TV stations have already been occupied by leading advertising service
providers, and very limited resources are left for new entrants. New entrants may find
it difficult to develop business relations with reputable TV stations given that
reputable TV stations tend to authorise or appoint advertising service providers with
good track records and strong reputations.

(iii) High requirement of financial resources: The provision of TV advertising services is

considered to be a capital-intensive segment, and advertising service providers are
required to make a significant upfront payment in order to secure the advertising
resources. The time difference between paying fees to advertising resources suppliers
and collecting sales revenue from advertisers creates potential risk of cash flow issues.
New advertising service providers may not have sufficient financial capital reserved for
their operation during the credit period given to the advertisers.

Key success factors of the TV advertising media services market in China

(i)

(ii)

Brand reputation and reliability: The reputation of advertising service providers plays a
crucial role in attracting and retaining customers, especially reputable advertisers.
Advertising service providers, who have established strong brand reputation over the
years, tend to be more familiar with customers’ advertising budgets and preferences,
which in turn allows them to better manage the customers’ expectation and provide
services best suited to the their needs. For advertisers, they will be hesitant to
cooperate with an advertising service provider who does not have strong brand
reputation.

Relationship with leading TV stations: The capability to provide clients with
competitive services is partially dependent on the advertising service providers’
relationship with the leading TV stations. A well-maintained relationship with the
leading TV stations helps the advertising service providers to (a) acquire valuable
media resources at lower rates than their competitors, which in turn allows the
advertising service providers to offer services to the customers at competitive prices;
and (b) acquire advertising resources with great viewership which are in high demand.
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(iii ) Abundant financial resources: The provision of TV advertising services is considered to
be a capital-intensive segment, and advertising service providers are required to make a
significant upfront payment in order to secure the advertising resources, such as
advertising time slots or the exclusive title sponsorship of a TV channel or programme.
TV variety shows with high viewership are usually limited in quantity and charge
higher prices for the advertisement implementations in China. Therefore, it is crucial
for the advertising service providers to have sufficient capital for their operation in
order to secure valuable TV advertising resources, especially those with high
viewership.

(iv) High quality and customised services: The customer’s characteristics vary a lot by
industries, and even by brands. Different companies usually have different kinds of
marketing demands. Thus, the ability to offer marketing strategies and implement
advertising solutions that are specifically tailored for the customers is crucial.

OVERVIEW OF THE ONLINE ADVERTISING MARKET IN CHINA
Definition and market size of the online advertising market in China

Online advertising, the fastest-growing advertising segment in China, is a form of
marketing which uses the internet to deliver promotional marketing messages to consumers.
Based on the message delivery methods and channels, online advertising can be further
categorised into search engine advertising, e-commerce advertising, display advertising,
in-feed advertising and others. For search engine advertising, advertiser can buy specific
keywords and website’s organic search ranking that match the consumers’ search results for
promotional purpose. E-commerce advertisement is usually clickable and linked with
relevant product page in order to drive online sales. Display advertising is an online form of
advertising that appears on websites, apps, or other online platform, and its format includes
banners, text, images, flash, video, and audio. In-feed advertising matches the form, style
and function of the platform upon which it appears. It is shown as either an article or video.

Online advertising usually involves a publisher, who integrates advertisements into its
online contents, and an advertiser or its agent, who provides the advertisements to be
displayed on the publisher’s content, and an advertising services provider who helps identify
and place the advertisements and tracks statistics.

Effect advertising is a major pricing model of online advertising, in which the
advertising agencies assist the advertisers to promote their brands, products or services
through attracting internet users to view or click the advertisements displayed on online
platforms. Effect advertising pricing model charges the advertisers on CPM or CPC basis.
An advertisement generates an “impression” when the advertisement page or content is
displayed. CPM refers to the cost per 1,000 advertisement impressions and CPC refers to
the cost per each click-through of the advertisement.

China’s online advertising market increased from approximately RMB147.5 billion in
2014 to approximately RMB348.1billion in 2018, representing a CAGR of 23.9%. The
market size is expected to grow further at a CAGR of 13.8% to approximately RMB664.3
billion in 2023.
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Market size of the online advertising media services market in China

By business, China’s online advertising industry can be categorised into two markets:
(1) online advertising media services market, and (ii) online advertising design, production
and other services market. China’s online advertising media services market, in terms of
advertisers’ expenditure increased from approximately RMBI131.8 billion in 2014 to
approximately RMB311.9 billion in 2018, representing a CAGR of 24.5%. The market size
is expected to grow at a CAGR of 14.2% to approximately RMB600.8 billion in 2023.

Within China’s online advertising media services market, the market sizes of in-feed
advertising, search engine advertising and display advertising grew from approximately
RMB7.9 billion, RMB43.5 billion and RMB39.5 billion in 2014 to approximately RMB47.9
billion, RMB71.6 billion and RMB71.3 billion in 2018, respectively, and are expected to
reach approximately RMB147.2 billion, RMB90.1 billion and RMB108.1 billion in 2023,
representing a CAGR of 25.2%, 4.7% and 8.7%, respectively, between 2018 and 2023. The
size of other market segments, e.g., e-commerce advertising, e-mail advertising, and online
classified advertising, increased from approximately RMB40.9 billion in 2014 to
approximately RMBI121.1 billion in 2018, and is projected to reach approximately
RMB255.4 billion in 2023.

Drivers of the online advertising media services market in China

(i) Larger audience base: According to China Internet Network Information Center,
which is managed by the Cyberspace Administration of China, the total number of
internet users in China has increased from 648.8 million in 2014 to 829.0 million in
2018, representing a CAGR of 6.3% on number of internet users. The total number of
internet users is expected to reach 1,182.2 million in 2023, representing a CAGR of
7.4%. An increasing number of internet users, online video programme audience, and
e-shoppers will expand the exposure of online advertising, driving advertisers to spend
more in this fast-growing advertising channel.

(ii) Increasing popularity among advertisers: Advertisers have started to realise the
advantages of online advertising in recent years. Online advertising is an advertising
approach which is more measurable in terms of the advertising effectiveness and
performance, and easier for advertisers to target potential customers and apply
advertising strategies. With the help of a sophisticated operation and evaluation
system, online advertising service providers are expected to provide more cost-efficient,
targeted, and satisfying advertising services. Therefore, the online advertising has
gradually gained popularity among advertisers, and is expected to facilitate the growth
of the industry.
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(iii) Advanced technologies: Technologies developed rapidly in the online advertising

(iv)

market in recent years, which has increased the precision rate of marketing. The real
time bidding has given new life to traditional online advertising. Real time bidding is
the placement of advertisements through third party online media exchange platforms
and database operators to targeted internet users which are selected according to the
database relating to the users’ interests, searching history, browsing history and the
track of previous activities. Once the advertiser or its agent’s bid wins the auction, the
digital advertisement is instantaneously shown on the website. By applying such
technologies, the advertisers have a better understanding of their customers including
the demographical data, location information, browser history, which in turn increases
the accuracy of the marketing solutions.

Fast-developing mobile advertising: The continuous rise in the number of mobile phones
and the development of high-speed mobile network have created a solid foundation for
the rapid development of mobile advertising. With the increasingly affordability of
mobile phones, mobile internet users have increased significantly in China, reaching
over 0.8 billion by the end of 2018 according to China Internet Network Information
Center. The continued development of mobile devices and expanded access to the
internet have both helped facilitate the development of the mobile advertising market,
which is a fast-growing segment of the online advertising industry in China.

Future trends of the online advertising media services market in China

(i)

(ii)

Expansion of programmatic advertising buying: First, the programmatic advertising
uses software and technology to match supply with demand, and to automate the
advertising buying and selling process with the speed and scale that humans cannot
achieve manually. Second, the programmatic advertising offers advertisers the ability
to incorporate big data, sometimes from multiple sources, to serve users with
advertisements that are more likely to be relevant based on psychographic,
demographic and behavioural signals.

Increasing popularity of in-feed advertising: It is expected that more advertisers will
allocate their marketing budgets to in-feed marketing. In-feed advertising is typically
more audience-focused than traditional advertising by connecting itself with the
original contents that the audience are currently consuming, and therefore creates an
active connection between the advertiser and the audience, which leads to a higher
acceptance rate and can generate higher return-on-investment for the advertisers.
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COMPETITIVE LANDSCAPE OF THE ONLINE ADVERTISING MEDIA SERVICES
MARKET IN CHINA

As of 2018, there were over 5,000 online advertising media service providers. The
online advertising media services market in China is highly competitive. The aggregate
revenue in 2018 of the top five online advertising media services providers were
approximately RMB62.6 billion and accounted for approximately 20.1%, while the
largest online advertising media services provider generated revenue of approximately
RMBI15.0 billion and accounted for approximately 4.8% of the online advertising media
services market by revenue in 2018. The Company accounted for approximately 0.6% of the
online advertising media services market by revenue in 2018.

Entry barriers of the online advertising media services market in China

(i) In-depth Industry knowledge: The revenue generation models of online advertising
platforms are far more complicated than traditional marketing approaches. Besides,
online advertising service providers will develop tools that measure quantitative
advertising results, such as the number of consumer views, particularly for display
advertising. In addition, the rapidly evolving nature of the internet industry is also
challenging for the new entrants as the prospective online advertising service providers
must stay up-to-date with the latest digital medium and tactics used to reach
consumers. For new entrants, who usually lack the essential operation knowledge of
the market, it would be challenging to compete with existing market participants.

(ii) Strong brand awareness: In general, the advertisers prefer to work with familiar online
advertising service providers as these advertising service providers have proven track
records with consistent reliable services, and tend to have more insights on the
advertisers’ products and marketing requirements. A new online service provider needs
to persuade the advertisers of the value of its services. Unless the new entrant is able to
provide unique service at competitive price, the switching intention of the advertisers is
usually low.

(iii) Relationship with the leading online advertising resources suppliers: The online
advertising media resources industry is highly concentrated. As of 2018, the leading
online advertising resources suppliers, namely Baidu.com, Alibaba, Tencent,
Toutiao.com and their subsidiaries, accounted for over 80% of the total online
traffic. Dominant online advertising resources suppliers have access to the most
information on past user behaviours and personal preferences of individual users,
which in turn allows them to provide better advertising results to the advertisers.
Nevertheless, the advertising opportunities in most of the leading online advertising
resources suppliers have already been occupied by leading online advertising service
providers, and very limited resources are left for new entrants.
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Key success factors of the online advertising media services market in China

(i) Technology advantages: Online advertising service providers who are equipped with
cutting-edge technologies such as data analytics and data tracking will gain more
competitive advantages in the market. Precision marketing is based on users’
behaviour database, including the demographic information, the browsing history
and the track of other previous activities. With direct access to target customers
through continuously improved technologies such as big data, online advertising
service providers are able to deliver and show appropriate advertisements in an
effective and efficient way.

(ii) Capabilities of content marketing and multi-channel solutions: Quality content is the key
to attract audience’s attention, and advertising providers tend to help design and
optimise the content and immersive experience of the advertisement to make it more
memorable to consumers in order to improve the advertising performance. Thus, a
leading online advertising services provider needs to possess comprehensive
capabilities in content marketing, which largely depends on the ability of an
advertising service provider to attract and retain quality personnel. In addition, with
the increasing demand for multi-channel advertising, online advertising services
providers tend to offer integrated multi-channel sales and full-package advertising
services. For example, advertising services providers may help an advertiser place the
advertisement in a programme both on TV channels and online video platforms, which
delivers the brand and product information to both TV viewers and online viewers in
an effective and influential way.

OVERVIEW OF THE OUTDOOR ADVERTISING MARKET IN CHINA
Definition and market size of the outdoor advertising market in China

Outdoor advertising can be categorised by format into digital outdoor advertising and
traditional (printed) outdoor advertising. It can also be categorised by location, such as
vehicles, transportation hubs, outdoor public space, cinemas, buildings, and brochures.
Outdoor advertising usually has a lower cost but is restricted to places or time. China’s
outdoor advertising market has experienced a steady growth in recent years, increasing
from approximately RMB96.0 billion in 2014 to approximately RMB108.9 billion in 2018,
with a CAGR of 3.2%. The outdoor advertising market is expected to continue to grow at a
CAGR of 4.6% from 2018 to 2023, and to reach approximately RMB136.4 billion in 2023.

Market size of the outdoor advertising media services market in China

By business, China’s outdoor advertising industry can be categorised into two markets:
(1) outdoor advertising media services market, and (ii) outdoor advertising design,
production and other services market. China’s outdoor advertising media services
market, in terms of advertisers’ expenditure increased from approximately RMBS58.0
billion in 2014 to approximately RMB66.9 billion in 2018, representing a CAGR of 3.6%.
The market size is expected to grow at a CAGR of 6.0% to approximately RMB&9.7 billion
in 2023.
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Drivers and future trends of the outdoor advertising media services market in China

(i) Continued digitalisation process: The digital outdoor advertising has gained its
popularity due to several advantages, including the better advertising display effect,
capability of rolling display of multiple advertisements, and the potential interactive
functions. The continued digitalisation process of outdoor advertising is therefore
expected to promote the overall outdoor advertising industry in the near future.

(ii) Increasing outdoor media resources: The infrastructure development, including the
construction of highways, railways, airports, and metros, as well as the commercial
area, including shopping malls and CBDs, together introduce more public place for
advertisements. For example, according to China Association of Metros, which is
managed by the National Development and Reform Commission, the number of cities
with subways increased from 22 in 2014 to 35 in 2018. Meanwhile, the length of subway
in China increased from 2,073 kilometres to approximately 4,354 kilometres during the
same period of time.

(iii ) Growing demand for entertainment and out-of-home leisure activities: Along with better
economy, consumption upgrades, and also change of lifestyles, urban residents in
China have had more leisure out-of-home activities like dining out, shopping, travel,
and watching movies. The increasing leisure activities are therefore expected to
increase the human traffic in public space, especially transportation hubs and shopping
malls. More traffic is expected to promote the outdoor advertising market in China by
introducing more potential outdoor advertisement audience.

COMPETITIVE LANDSCAPE OF THE OUTDOOR ADVERTISING MEDIA
SERVICES MARKET IN CHINA

As of 2018, there were approximately 400,000 outdoor advertising media services
providers. The outdoor advertising media services market in China is highly competitive.
The aggregate revenue in 2018 of the top five outdoor advertising media services providers
were approximately RMB24.5 billion and accounted for approximately 36.6%, while the
largest outdoor advertising media services provider generated revenue of approximately
RMB14.6 billion and accounted for approximately 21.8% of the outdoor advertising media
services market by revenue in 2018. The Company accounted for approximately 0.1% of the
outdoor advertising media services market by revenue in 2018.
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Entry barriers and key success factors of the outdoor advertising media services market in
China

(i) Access to valuable outdoor advertising resources: As major market participants in the
outdoor advertising industry have developed a long-term and stable relationship with
owners of outdoor advertising space, such as airports, subways and commercial
buildings, and occupied more favourable media resources, new market entrants may
have difficulty in obtaining advertising space in superior locations and in forming
media networks across multiple cities to compete with existing market participants.

(ii) Technology capability: Existing major market participants have rich experience in
applications of latest technologies such as digital outdoor advertising tools, interactive
outdoor advertising formulation tools, and Augmented Reality technology, allowing
them to provide more attractive and effective outdoor advertising solutions.

(iii) Access to large advertisers: Most of the existing large brands and advertisers have
already established stable relationships with major outdoor advertising agents, and
new market entrants may have difficulty competing for the occupied market share.
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A summary of the main PRC laws, rules and regulations applicable to our current
business and operations is set out below.

LAWS AND REGULATIONS RELATING TO FOREIGN INVESTMENT IN THE PRC
Guidance Catalogue for Foreign Investment

Guidance on foreign investment in different industries in the PRC can be found in the
Foreign Investment Industrial Guidance Catalogue (FMpif & E #4583 H #%) jointly issued
by NDRC and MOFCOM on 28 June 2017 and became effective on 28 July 2017 (the “2017
Catalogue”) and the Special Management Measures (Negative list) for the Access of
Foreign Investment (2018 Version) <AMp# & A FER A FLAS 1t (2 M B (20184F ) )
issued by NDRC and MOFCOM on 28 June 2018 and became effective on 28 July 2018 (the
“2018 Negative List”). On 30 June 2019, NDRC and MOFCOM jointly issued the Special
Management Measures (Negative List) for the Access of Foreign Investment (2019 Version)

COMPEBOEHE AR B S PRAE 1 (B TS B) (20194Fh) ) (the “2019 Negative List”) and the
Catalogue of Industries for Encouraged Foreign Investment (2019 Version) <(EJE4hpaf &
EFHB (201940 ) (the “2019 Catalogue™), both of which came into force on 30 July
2019 and the 2018 Negative List and the 2017 Catalogue was repealed stimultaneously.
According to the 2019 Catalogue and the 2019 Negative List, our PRC subsidiaries do not
engage in any restricted industries or prohibited industries for foreign investment.

Administration of the Establishment and Change of Wholly Foreign-Owned Enterprises

According to the Law of the PRC on Wholly Foreign-Owned Enterprises {H#E A &3t
M SMEAZEEL) (the “Wholly Foreign-Owned Enterprises Law™), which was amended by
NPCSC on 3 September 2016, for a wholly foreign-owned enterprise which the special entry
administrative measures do not apply to, its establishment, operation duration and
extension, separation, merger or other major changes shall be subjected to the record-filing
management. The special entry administrative measures stipulated by the state shall be
promulgated by or approved for promulgated by the State Council.

The Interim Administrative Measures for the Record-filing of the Incorporation and
Change of Foreign-invested Enterprises (F}i % & A>3 a 7 J 8 A R E YT L) (the
“Record-filing Interim Administrative Measures”), which was promulgated by MOFCOM on
8 October 2016 and subsequently amended on 30 July 2017 and 30 June 2018, stipulates that
the record-filing formality, instead of approving formality, shall apply to the establishment
and change of foreign-invested enterprises which are not subject to special entry
administrative measures stipulated by the state. The foreign-invested enterprises shall fill
out and submit online application for record-filing of the changes of foreign-invested
enterprises and other relevant documents through the comprehensive management system
within 30 days after the change occurs. Where a non-foreign-invested enterprise changes
into a foreign-invested enterprise due to acquisition, consolidation by merger or otherwise,
which is subject to record-filing as stipulated in the Record-filing Interim Administrative
Measures, it shall submit online filing information for the establishment of foreign-invested
enterprise together with the alteration registration to the administration department of the
industry and commerce.
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Foreign Investment Law

The Foreign Investment Law of the PRC ("% A\ RALFIE S E )  (the “Foreign
Investment Law”) was adopted by the National People’s Congress of the PRC on 15 March
2019, which shall come into effect as of 1 January 2020. Under the Foreign Investment Law,
the state shall implement the management systems of pre-establishment national treatment
and negative list for foreign investment. Pre-establishment national treatment refers to the
treatment given to foreign investors and their investments during the investment access
stage, which is not lower than that given to their domestic counterparts; negative list refers
to special administrative measures for the access of foreign investment in specific fields as
stipulated by the state. The state shall give national treatment to foreign investment beyond
the negative list. Foreign investors shall not invest in any field forbidden by the negative list
for access of foreign investment. For any field restricted by the negative list, foreign
investors shall conform to the investment conditions provided in the negative list. Fields not
included in the negative list shall be managed under the principle that domestic investment
and foreign investment shall be treated uniformly.

The Foreign Investment Law will come into effect as of 1 January 2020 and the Law of
the PRC on Sino-Foreign Equity Joint Ventures {3 A\ RILFIE] 145 &L B |
the Wholly Foreign-Owned Enterprises Law and the Law of the PRC on Sino-Foreign
Cooperative Joint Ventures (H3#E N RILAE IS MELEE 2E7L) shall be repealed
simultaneously, and foreign-funded enterprises which were established in accordance with
such laws before the implementation of the Foreign Investment Law may retain their
original organisation forms and other aspects for five years upon the implementation
hereof.

LAWS AND REGULATIONS RELATING TO ADVERTISING INDUSTRY
Advertising Law

According to Advertising Law of the PRC {12 A\ R ALFIE JE 215 ) (the “Advertising
Law”), which was promulgated by NPCSC on 27 October 1994 and amended on 1
September 2015 and 26 October 2018, the term “advertisers” refers to any individuals, legal
persons or other organisations that, directly or through certain agents, design, produce and
publish advertisements for the purpose of promoting products or providing services. The
term “advertising agents” refers to any individuals, legal persons or other organisations that
are commissioned to provide advertising design, production or agency services. The term
“advertising publishers” refers to any individuals, legal persons or other organisations that
publish advertisements for the advertisers or for the advertising agents commissioned by the
advertisers. Advertisements shall not contain any false or misleading information, and shall
not deceive or mislead consumers. Advertising agents shall, in accordance with the law and
administrative regulations, inspect and verify the relevant certification documents, and
check the advertising contents. For any advertisement with inconsistent content or
incomplete certification documents, advertising agents shall not provide design,
production or agent service. Where an advertising agent fails to provide the true name,
address, and valid contact information of the advertiser(s), the consumers may require the
advertising agent to make advance compensation. Where false advertisements for products
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or services relating to the life and health of consumers cause damage to the consumers, the
advertising agents for such advertisements shall bear joint and several liabilities with the
advertisers concerned. Where false advertisements for products or services other than that
set out before cause damage to the consumers, in case that the advertising agents for such
advertisements still design, produce, provide agency or publish for the advertisements even
though they know or should know the advertisements are false, they shall bear joint and
several liabilities with the advertiser concerned. According to the Advertising Law, if
advertising agents know or should have known the content of the advertisements are false
but still provide advertising design, production or agent services in connection with the
advertisements, they might be subject to penalties, including confiscation of revenue and
fines, and the competent PRC authority may suspend or revoke their business licenses.
Advertisements for medical treatment, pharmaceuticals, medical devices, agricultural
pesticides, veterinary medicines and healthcare food, and other advertisements required
to be reviewed by laws and administrative regulations shall be reviewed by the relevant
authorities before they are published. No such advertisement shall be published without
being reviewed.

Internet Advertising

According to the Advertising Law, the use of internet to publish or distribute
advertisements shall not affect the normal use of the internet by users. Advertisements
published on internet pages such as pop-up advertisements shall be indicated with
conspicuous mark for close to ensure the close of such advertisements by one click.

According to the Interim Measures for the Administration of Internet Advertising 4.
W A i A U AT HE) (the “Internet Advertisement Measures”), which was promulgated
by SAIC on 4 July 2016 and became effective on 1 September 2016, advertisements
published or distributed via the internet shall not interfere with users’ normal use of the
internet. Following activities are prohibited under the Internet Advertisement Measures: (i)
providing or using applications and hardware to block, filter, skip over, tamper with, or
cover up lawful advertisements provided by others; (ii) using network access, network
equipment and applications to disrupt the normal transmission of lawful advertisements
provided by others or adding or uploading advertisements without permission; or (iii)
harming the interests of others by using fake statistics or traffic data.

Outdoor Advertising

According to the Advertising Law, the exhibition and display of outdoor
advertisements may not: (i) utilise traffic safety facilities and traffic signs; (ii) impede the
use of public facilities, traffic safety facilities and traffic signs; (iii) obstruct commercial
production and public activities or damage the urban area landscape; (iv) be placed in
restricted areas near government offices, cultural landmarks or historical or scenic sites or
be placed in areas prohibited by local governments at the county level or above from having
outdoor advertisements. Administrative measures for outdoor advertisements shall be
provided for by local regulations and rules of local governments.
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LAWS AND REGULATIONS RELATING TO TAXATION
Enterprise Income Tax

According to the EIT Law, which was promulgated by NPCSC on 16 March 2007 and
became effective on 1 January 2008 and subsequently amended on 24 February 2017 and 29
December 2018, and the Implementation Rules to the EIT Law <+ #E A R A0 [E 4> 2E r 15
Bl EMafeB) (the “Implementation Rules”), which was promulgated by State Council on 6
December 2007 and became effective on 1 January 2008 and amended on 23 April 2019 and
became effective on the same day, enterprises are divided into resident enterprises and
non-resident enterprises. A resident enterprise shall pay enterprise income tax on its income
deriving from both inside and outside China at the rate of enterprise income tax of 25.0%.
A non-resident enterprise that has an establishment or place of business in the PRC shall
pay enterprise income tax on its income deriving from inside China and obtained by such
establishment or place of business, and on its income which derives from outside China but
has actual relationship with such establishment or place of business, at the rate of enterprise
income tax of 25.0%. A non-resident enterprise that does not have an establishment or
place of business in China, or has an establishment or place of business in China but the
income has no actual relationship with such establishment or place of business, shall pay
enterprise income tax on its income deriving from inside China at the reduced rate of
enterprise income tax of 10.0%.

According to Notice on Issuing Certain Provisions of Preferential Policies for
Attracting Investment in the Tibet Autonomous Region (for trial implementation) <75
1A [ B BUR B A BN 8% 74 60 B 36 W 7 o 5 | 8 0 UK A T RE GalAT) i) | which was
promulgated by the people’s government of Tibet Autonomous Region on 15 June 2018 and
came into effect on the same day, all types of enterprises registered in Tibet and having
production and operation entities and engaged in encouraged industries in the western
region and whose main business income accounts for more than 70.0% of the total income
of enterprises shall be subject to the enterprise income tax rate of 15.0% from 1 January
2018 to 31 December 2020.

Value-Added Tax

Pursuant to the Provisional Regulations on Value-added Tax of the PRC {H#E A 3t
AN ERCE AT 5]) (the “VAT Regulations™), which was promulgated by State Council
on 13 December 1993 and subsequently amended on 10 November 2008, 6 February 2016
and 19 November 2017, and its implementation rules €% A R A0 50 18 (B A 47 16 09 B it
#AMHI) | which were amended by the Ministry of Finance of the PRC (H'3E A [ 3 A0 [ B
#B) on 28 October 2011 and became effective on 1 November 2011, entities or individuals
engaging in sale of goods, provision of processing services, repairs and replacement services,
sale of services, intangible assets, real property or importation of goods within the territory
of the PRC shall pay value-added tax. Unless provided otherwise, taxpayers that sell
services or intangible assets shall be subject to a 6.0% tax rate.
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LAWS AND REGULATIONS RELATING TO DIVIDEND DISTRIBUTION

Under the Company Law of PRC {+H# A\ RILFE A A]%) which was amended by
NPCSC on 26 October 2018, the Wholly Foreign-Owned Enterprises Law, foreign-invested
enterprises may not distribute after-tax profits unless they have contributed to the funds as
required by PRC laws and regulations and have set off financial losses of previous
accounting years.

According to the EIT Law, the Implementation Rules and the Circular of the State
Administration of Taxation on Releasing the Schedule of Negotiated Tax Rates for
Dividends (Bl B4 = B T 88 1 B S BLRAS UL— B2 W3 %), which was promulgated
by SAT on 29 January 2008 and became effective on the same day, dividends paid to its
foreign investors are subject to a withholding tax rate of 10%, unless relevant tax
agreements entered into by the PRC government provide otherwise.

The PRC and the government of Hong Kong entered into the 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 < Ayt A 75 i 47 Al 47 B 158 B 7
T A5 ik B E BB IE IR B L PE)  (the “Arrangement”) on 21 August 2006.
According to the Arrangement, the withholding tax rate on dividends paid by a PRC
company to a Hong Kong resident is 5.0%, provided that such Hong Kong resident directly
holds at least 25.0% of the equity interests in the PRC company, and 10.0% if the Hong
Kong resident holds less than 25.0% of the equity interests in the PRC company,
respectively.

Pursuant to the Circular of the State Administration of Taxation on Relevant Issues
relating to the Implementation of Dividend Clauses in Tax Agreements <[5 ZKBiH 485 B
AT R o B B A B B RE R 38 A0) |, which was promulgated by SAT on 20 February
2009 and became effective on the same day, all of the following requirements shall be
satisfied where a fiscal resident of the other party to a tax agreement needs to be entitled to
such tax agreement treatment as being taxed at a tax rate specified in the tax agreement for
the dividends paid to it by a Chinese resident company: (i) such a fiscal resident who obtains
dividends should be a company as provided in the tax agreement; (ii) owner’s equity
interests and voting shares of the Chinese resident company directly owned by such a fiscal
resident reaches a specified percentage; and (iii) the equity interests of the Chinese resident
company directly owned by such a fiscal resident, at any time during the twelve months
prior to the obtainment of the dividends, reach a percentage specified in the tax agreement.
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According to the Administrative Measures for Non-resident Taxpayers’ Enjoyment of
the Treatment under Tax Agreements {FFJ& RANEL N ZZBUC o & FF 8 HHFE) (the
“Administrative Measures”), which was promulgated by SAT on 27 August 2015 and
became effective on 1 November 2015 and was amended by Announcement of the SAT on
Amending Certain Taxation Regulatory Documents (B ZH8 55 42 Jay B i 46 ehe i o B Ao R i
PSRN 4) on 15 June 2018, any non-resident taxpayer meeting conditions for enjoying
the convention treatment may be entitled to the convention treatment itself/himself when
filing a tax return or making a withholding declaration through a withholding agent, subject
to the subsequent administration by the tax authorities.

LAWS AND REGULATIONS RELATING TO LABOUR
Employment Contracts

The Labour Contract Law of the PRC (13 AN RILFNE 258 & [F5) (the “Labour
Contract Law”), which was promulgated by NPCSC on 29 June 2007 and became effective
on 1 January 2008 and whose amendments made on 28 December 2012 and became effective
on 1 July 2013, governs the relationship between employers and employees and provides for
specific provisions in relation to the terms and conditions of an employment contract. The
Labour Contract Law stipulates that employment contracts must be in writing and signed.
It imposes more stringent requirements on employers in relation to entering into fixed-term
employment contracts, hiring of temporary employees and dismissal of employees.

Employee Social Insurance and Housing Provident Funds

Under applicable PRC laws and regulations, including the Social Insurance Law of
The PRC (¥ A\ RILFIE4E €& R Fx7%) , which was promulgated by NPCSC on 28
October 2010 and subsequently amended on 29 December 2018 and became effective on
29 December 2018, and the Regulations on the Administration of Housing Provident Fund
UERE AL M) , which was amended by State Council on 24 March 2002 and 24
March 2019, employers and/or employees (as the case may be) are required to contribute to
a number of social security funds, including funds for basic pension insurance,
unemployment insurance, basic medical insurance, occupational injury insurance,
maternity leave insurance, and to housing provident funds. These payments are made to
local administrative authorities and employers who fail to contribute may be fined and
ordered to rectify within a stipulated time limit.
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LAWS AND REGULATIONS RELATING TO FOREIGN EXCHANGE REGISTRATION

Under applicable PRC laws and regulations, including Circular 37 and Circular 13,
which was promulgated by SAFE on 13 February 2015 and became effective on 1 June 2015,
(1) the SAFE and its branches carry out registration management for domestic residents’
establishment of Special Purpose Vehicle (the “SPV?”); (ii) the foreign exchange registration
under domestic direct investment and the foreign exchange registration under overseas
direct investment have been already directly reviewed and handled by banks in accordance
with the Circular 13 and the Guidelines for Direct Investment-related Foreign Exchange
Business ( EiEHEHMEEFEAEFES]) |, the SAFE and its branches shall perform indirect
regulation over the direct investment-related foreign exchange registration via banks; (iii) a
domestic resident may choose at its own will, before contributing the domestic and overseas
lawful assets or interests to a SPV, any bank at its place of incorporation to handle the
direct investment-related foreign exchange registration, and may handle the follow-up
business including opening of direct investment-related account and funds transfer
(including the outward or inward remittance of profits and dividends) only upon
completion of the direct investment-related foreign exchange registration; and (iv) when
the overseas SPV’s basic information, such as domestic individual resident shareholder,
name, operating period, or major events, such as domestic individual resident capital
increase, capital reduction, share transfer or exchange, merger or division has changed, the
foreign exchange change registration of overseas investments shall be timely finished in the
relevant bank.

LAWS AND REGULATIONS RELATING TO MERGERS AND ACQUISITIONS BY
FOREIGN INVESTORS

The Provisions on Mergers and Acquisitions of Domestic Enterprises by Foreign
Investors (B SME 15 & # IF I AR ZERIBIE) (the “M&A Provisions™) was promulgated
by MOFCOM, the State Assets Supervision and Administration Commission of the State
Council (B b A & & BB % B 9), SAT, SAIC, CSRC and SAFE on 8 August 2006,
became effective on 8 September 2006 and amended on 22 June 2009 by MOFCOM. Under
the M&A Provisions, the following scenarios qualify as an acquisition of a domestic
enterprise by a foreign investor:

e a foreign investor purchases by agreement the equity interests of a domestic
enterprise without foreign investment or subscribes for the increased capital of a
domestic enterprise without foreign investment, and thus converts the domestic
enterprise without foreign investment into a foreign-invested enterprise;

e a foreign investor establishes a foreign-invested enterprise and use such
foreign-invested enterprise to purchase by agreement the assets of a domestic
enterprise and operates such assets; or

e a foreign investor purchases by agreement the assets of a domestic enterprise and
then contributes such assets as capital to the establishment of a foreign-invested
enterprise and operates such assets.
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LAWS AND REGULATIONS RELATING TO SECURITY REVIEW SYSTEM FOR
MERGERS AND ACQUISITIONS OF DOMESTIC ENTERPRISES

Pursuant to the Circular of the General Office of the State Council on the Establishing
the Security Review System for Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors <[BIH5 e HE /N BE B i 18 37 A0 B 5% & 35 F I 53 A 4 2540 2 3 A il BE 3@ )
which was promulgated on 3 February 2011 and became effective on 4 March 2011, and the
Provisions of MOFCOM on the Implementation of the Security Review System for Mergers
and Acquisitions of Domestic Enterprises by Foreign Investors P55 &h & i 71 B % & & O
WS N 2E L 2B A HI AL ZE) |, which was promulgated on 25 August 2011 and became
effective on 1 September 2011, where foreign investors initiate mergers and acquisitions of
domestic military industrial enterprises and supportive military industrial enterprises,
enterprises surrounding major and sensitive military facilities, and other entities relating to
the national defense security; mergers and acquisitions of domestic enterprises relating to
important agricultural products, important energies and resources, important
infrastructural  facilities, important transportation services, key technologies,
manufacturing of major equipment and other business related to the national security,
which may result in the actual controlling power of foreign investors over those acquired
domestic enterprises, the foreign investors shall apply to MOFCOM for the security review
of the concerned mergers and acquisitions. Whether a foreign investor’ mergers and
acquisitions of a domestic enterprise falls under the scope of mergers and acquisitions
security review or not shall be determined in terms of the substance and actual influence of
the mergers and acquisitions transaction. No foreign investors may substantially evade
mergers and acquisitions security review under any circumstances, including but not limited
to by way of holding on behalf of others, trust, multi-level reinvestment, leasing, loans,
variable interest entities, or overseas transactions.

INTELLECTUAL PROPERTY LAWS AND REGULATIONS

China has adopted legislations related to intellectual property rights, including
trademarks, patents and copyrights. China is a signatory party to major intellectual
property conventions, including the Paris Convention for the Protection of Industrial
Property, the Madrid Agreement on the International Registration of Marks and Madrid
Protocol, the Patent Cooperation Treaty, the Budapest Treaty on the International
Recognition of the Deposit of Microorganisms for the Purposes of Patent Procedure, and
the Agreement on Trade-Related Aspects of Intellectual Property Rights (“TRIPs”).
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Regulations on Trademarks

The Trademark Law of the PRC {3 A\ RILFIEH F1E:)  (the “Trademark Law”)
was promulgated in August 1982 and amended on 22 February 1993, 27 October 2001, 30
August 2013 and 23 April 2019, respectively, and the Implementation Regulations on the
Trademark Law of the PRC {3 A N P AL B e ) were promulgated on 3
August 2002 by State Council and were amended on 29 April 2014. These laws and
regulations provide the basic legal framework for the regulations of trademarks in China. In
China, registered trademarks include commodity trademarks, service trademarks, collective
marks and certificate marks. The Trademark Office under SAIC is responsible for the
registration and administration of trademarks throughout the country. Trademarks are
granted on a term of ten years. Twelve months prior to the expiration of the ten-year term,
an applicant can renew the application and reapply for trademark protection.

Under the Trademark Law, any of the following acts may be regarded as an
infringement of the exclusive right to use of a registered trademark:

e use of a trademark that is identical with or similar to a registered trademark on
the same or similar kind of commodities without the authorisation of the
trademark registrant;

e sale of commodities infringing upon the exclusive right to use the registered
trademark;

e counterfeiting or making, without authorisation, representations of a registered
trademark, or sale of such representation of a registered trademark;

e replacing the trademark and reselling the products without the consent of the
registrant of the replaced trademark;

e providing conveniences to help others to infringe the exclusive rights to use the
registered trademark on purpose; and

e creating other damages to others’ exclusive rights to use the registered
trademarks.

Violation of the Trademark Law may result in the imposition of fines, confiscation and
destruction of the infringing commodities. Trademark licensing agreements must be filed
with the Trademark Office under SAIC or its regional counterparts. The licensor shall
supervise the quality of the commodities on which the trademark is used, and the licensee
shall guarantee the quality of such commodities.
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Regulations on Copyrights

According to the Copyright Law of the PRC (% A RILFIE ZE/ERELL) | which was
promulgated by NPCSC on 26 February 2010 and became effective on 1 April 2010, Chinese
citizens, legal persons or other organisations shall, whether published or not, enjoy
copyright in their works, which include, among others, works of literature, art, natural
science, social science, engineering technology and computer software.

Regulations on Domain Names

According to Administrative Measures for Internet Domain Names < .54 4 & B
##%) . which was promulgated by the Ministry of Industry and Information Technology
on 24 August 2017 and became effective on 1 November 2017, efforts to undertake internet
domain name services as well as the operation, maintenance, supervision and
administration thereof and other relevant activities within the territory of the PRC shall
be made in compliance with the Administrative Measures for Internet Domain Names. The
Measures on Domain Names Dispute Resolution H B B 1445 (5 B o0 3804 T+ ik 9 e o
%) were promulgated by the Chinese Internet Network Infrastructure Centre and became
effective on 1 September 2014. These measures require domain name disputes to be
submitted to institutions recognised by the Chinese Internet Network Information Centre
for resolution.
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OVERVIEW

Our Company was incorporated on 15 January 2019 in the Cayman Islands and, as
part of our Reorganisation, became the holding company of our Group with our business
being conducted through our subsidiaries. Our history can be traced back to 2003 when
Beijing Ruicheng, a company principally engaged in the advertising business, was
established in April 2003 by Ms. Wang, Ms. Li and Mr. Gong Bing, an Independent
Third Party. In 2002, Ms. Wang and Ms. Li started operating an advertising business in
Qingdao. In 2003, with a view of leveraging the geographical advantage of Beijing, being
the capital of the PRC, Ms. Wang and Ms. Li shifted the business focus from Qingdao to
Beijing.

On 17 June 2004, due to personal financial consideration, Mr. Gong Bing transferred
his then entire equity interest in Beijing Ruicheng to an Independent Third Party.
Subsequently, Beijing Ruicheng was listed on the NEEQ in August 2016 and was delisted
from the NEEQ in October 2018 in preparation for the Listing. Throughout the Track
Record Period, our shareholding structure has remained stable with Ms. Wang’s control
over our operating subsidiaries.

Ms. Wang has over 16 years of experience in the advertising industry. Prior to the
establishment of our Group in April 2003, Ms. Wang worked as a sales manager in a hotel
in Qingdao from April 1998 to June 2002, where she was mainly responsible for marketing
matters. She worked as a salesperson in a company in Shandong principally engaged in the
sales of electric home appliances from August 1994 to March 1998, where she was mainly
responsible for marketing matters. Since the incorporation of Beijing Ruicheng in April
2003 to June 2004, Ms. Wang has been its executive director. Ms. Wang resigned as the
executive director in June 2004 and she has since then assumed the role of an investor and
shareholder in Beijing Ruicheng. Ms. Wang graduated from the Shandong Economics
University in the PRC with an associate’s degree in international trades in July 1994,

For information about the background of Ms. Li, please refer to the section headed
“Directors and Senior Management” in this prospectus.
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OUR MAJOR BUSINESS MILESTONES

Set out below are the major milestones in our business development:

Year

2003

2004

2007

2008

2014

2016

2017

2018

Business development milestones
Beijing Ruicheng was founded in Beijing, the PRC

We commenced our business relationship with a customer, being the
advertiser of a leading home appliances manufacturer in the PRC
(headquartered in Qingdao)

We commenced our business relationship with Wanglaoji Advertiser

We commenced our business relationship with a customer, being the
advertiser of a leading kitchen appliances manufacturer in the PRC
(headquartered in Ningbo)

We were awarded the “Main Advertising Award of 2014 Great Wall
Awards of China: Golden Partner” (2014 B & 2= I 4% & 45 3= 4%
— &% £4%) by the China Advertising Association (4B & 5 fh @)

The shares of Beijing Ruicheng were listed on the NEEQ in August

We commenced our business relationship with a customer, being one
of the top three leading telecommunications services providers in
the PRC

We were awarded the “ADMEN International Awards: Practice Case
in Category of Digital Marketing Gold Award” (ADMEN 2 [ K 8%
— BAEHEM A S by ADMEN International Awards
Committee

OUR CORPORATE HISTORY

1. Our Company

On 15 January 2019, our Company was incorporated as an exempted company in the
Cayman Islands with an authorised share capital of HK$380,000 divided into 38,000,000
Shares of HK§0.01 each.

For details of further changes in the shareholding structure of our Company since its
incorporation, please refer to the paragraph headed “Reorganisation” in this section.
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The Major Subsidiaries
Set out below are the information of our major subsidiaries:
Beijing Ruicheng

Beijing Ruicheng has been an indirect wholly-owned subsidiary of our Company
since the completion of the Reorganisation. It was established as a company with
limited liability in the PRC on 9 April 2003 by Ms. Wang, Ms. Li and Mr. Gong Bing,
a businessman who is an Independent Third Party. It had a registered capital of
RMB500,000, in which 60.0%, 20.0% and 20.0% was contributed by Ms. Wang, Ms.
Li and Mr. Gong Bing, respectively. Due to personal financial consideration, on 17
June 2004, Mr. Gong Bing transferred his then entire equity interest in Beijing
Ruicheng to an Independent Third Party at a consideration of RMB100,000, which
was determined based on commercial negotiations.

Subsequent to a series of equity transfers and capital injections, as at 10 February
2010, Beijing Ruicheng was owned as to 84.0% by Ms. Wang and 16.0% by Ms. Li,
respectively.

On 17 March 2011, the registered capital of Beijing Ruicheng was increased to
RMB70.0 million, in which 12.0% was contributed by Ms. Wang, approximately 2.3%
was contributed by Ms. Li, and approximately 85.7% was contributed by Tonghua
Longteng Advertising Co., Ltd* (GBI FEMEE 454 R = (LA Al) (“Tonghua Longteng”), a
company whose equity interest was held on trust by family members of Ms. Wang and
Ms. Li on behalf of themselves, respectively. Such trust arrangement was entered into
for the administrative convenience brought by it, and was terminated in July 2011
when Tonghua Longteng transferred its then entire equity interest in Beijing Ruicheng
back to Ms. Wang and Ms. Li. Our PRC Legal Advisers has confirmed that the trust
arrangement does not violate any applicable laws or regulations in the PRC.

Subsequent to a series of equity transfers and capital injections, as at the
beginning of the Track Record Period, Beijing Ruicheng had a registered capital of
RMBS80.0 million. It was respectively owned as to approximately 54.98% by Ms.
Wang, 15.00% by Ms. Li, 4.25% by Mr. Wang Pingpin (brother of Ms. Wang and Ms.
Wang Xin), 4.00% by Tianjin Jiahe, 1.88% by Mr. Feng Xing, 1.88% by Ms. Lin Zi,
0.94% by Ms. Wang Xin, 0.06% by Mr. Leng Xuejun and 17.01% by other
Independent Third Parties.
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Listing on and delisting from the NEEQ

In view of the listing on the NEEQ, on 15 March 2016, pursuant to a
shareholders’ resolution, Beijing Ruicheng was transformed into a joint stock
company with limited liability in the PRC. On 2 August 2016, Beijing Ruicheng was
listed on the NEEQ under the stock code of 838285 and with a registered capital of
RMB&80.0 million. Subsequently, Beijing Ruicheng was delisted from the NEEQ on 9
October 2018. Upon the delisting, Beijing Ruicheng’s registered capital remained to be
RMBS80.0 million. As confirmed by our PRC Legal Advisers, the delisting of Beijing
Ruicheng from the NEEQ was duly completed and the necessary approvals have been
obtained. Based on the closing share price of Beijing Ruicheng of RMBI1.7 on the last
day when it was listed on the NEEQ, its market capitalisation was approximately
RMB136.0 million.

Our Directors confirmed that (i) during the period in which the shares of Beijing
Ruicheng were listed on the NEEQ, Beijing Ruicheng, its subsidiaries and directors
were not involved in any breach or suspected breach of the applicable rules or
regulations of the NEEQ in all material aspects; and (ii) there has not been any matter
that need to be brought to the attention of the regulators and investors in Hong Kong
in respect of Beijing Ruicheng’s listing on the NEEQ. Our PRC Legal Advisers are of
the view that during the period in which the shares of Beijing Ruicheng were listed on
the NEEQ, (i) Beijing Ruicheng and its subsidiaries had complied with the applicable
rules and regulations of the NEEQ in all material aspects; and (ii) to the best of their
knowledge, none of the directors of Beijing Ruicheng was involved in any material
breach or suspected breach of the applicable rules or regulations of the NEEQ. Based
on the views of our PRC Legal Advisers and the due diligence work conducted by the
Sole Sponsor, the Sole Sponsor concurs with the above Directors’ view.

Reasons for delisting from the NEEQ and seeking the Listing on the Stock Exchange
Having considered the following factors:

(1) the NEEQ is a market in the PRC open to qualified investors only, including
(a) PRC corporate or partnership enterprise investors with paid-up capital of
more than RMBS5.0 million; (b) PRC natural persons with average daily
financial assets within the latest 10 trading days over RMB5.0 million and
are experienced in investment for more than two years; and (¢) qualified PRC
and foreign institutional investors, such as securities companies, asset
management companies, banks and insurers. In addition, the NEEQ adopts
a market maker, negotiated transfer or investor competing transfer trading
mechanism rather than continuous auction mechanism, which significantly
limits investor discovery and order execution. Currently, it has a low trading
volume, making it difficult to identify and establish the fair value of our
Company. The low trading volume also inhibits our ability to publicly raise
funds, in equity or debt, to continuously support our business growth, and
execute substantial on-market disposals by Shareholders to realise value;
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(i1)) the Listing will be in the interests of our Group’s future business
development strategies, and would be beneficial to us and our Shareholders
as a whole given the Stock Exchange, as a leading player of the international
financial markets, could offer us direct access to the international capital
markets, enhance our fund-raising capabilities and channels and broaden our
Shareholders base. Accordingly, the Listing would provide us a viable source
of capital to support our business growth;

(ii1) the Listing on the Stock Exchange will further raise our business profile and
thus, enhance our ability to attract new customers, business partners and
strategic investors as well as to recruit, motivate and retain key management
personnel for our Group’s business; and

(iv) a dual listing on both the Stock Exchange and the NEEQ would impose extra
administrative, accounting and financial burden on us,

our Directors believe it is in the best interests of our Company and Shareholders
to delist Beijing Ruicheng from the NEEQ and to apply for the Listing in Hong
Kong.

The table below sets forth the sharecholding structure of Beijing Ruicheng
immediately after its delisting on the NEEQ:

Number of shares in

Shareholder Beijing Ruicheng held Approximate %
Ms. Wang 43,980,000 54.98
Ms. Li 10,000,000 12.50

Tianjin Runshengfu Technology
Center (Limited Partnership)*
KA E RO RS

%) (“Tianjin Runshengfu”)" 6,170,750 7.71
Mr. Wang Pingpin 3,200,000 4.00
Tianjin Jiahe® 2,840,000 3.55
Mr. Feng Xing 2,000,000 2.50
Ms. Lin Zi 1,125,000 1.41
Ms. Wang Xin 750,000 0.94
Mr. Leng Xuejun 250,000 0.31

Dunhua Fengxingyuan Ecology
and Agricultural Technology
Co., Ltd* (Ffl i B B 2k 5 2
P A BRA ) (“Dunhua

Fengxingyuan”)® 1,500,000 1.88
Others® 8,184,250 10.22
80,000,000 100.00
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Notes:

(1) Tianjin Runshengfu was an investment holding company owned by Independent Third Parties. In
view of our plan to delist Beijing Ruicheng from the NEEQ and apply for listing on the Stock
Exchange, the shareholders of Tianjin Runshengfu would like to exit and realise their investments in
Beijing Ruicheng. Therefore, Tianjin Runshengfu, through its connections, looked for investors and
identified Ms. Wang Zeli who was interested in participating in our Company’s plan to apply for
listing on the Stock Exchange. As a result and in contemplation of the Listing, Tianjin Runshengfu
disposed of all its shares in Beijing Ruicheng, among which 2,300,000 shares in Beijing Ruicheng
were transferred to Ms. Wang Zeli on 22 October 2018. To the best knowledge, information and
belief of our Directors, Tianjin Runshengfu had no business or other relationship with Ms. Wang
Zeli prior to the above share transfer and Tianjin Runshengfu is independent from Ms. Wang Zeli.
For more information regarding Ms. Wang Zeli, please refer to the paragraph headed “Pre-IPO
Investments” in this section.

(2) Tianjin Jiahe was owned as to approximately 54.93% by Mr. Feng Xing, 10.74% by Ms. Wang Xin,
0.35% by Beijing Ruicheng Chuangshi Public Relations Consultation Co., Ltd.* (1t 5% % s 81 th 2 B
R A BR2AF]), formerly known as Beijing Ruicheng Chuangtou Commercial Operation
Management Co., Ltd* (Jb5 il 8l 1% v 367 & & BUA PR 7)) which was owned as to 80% by Ms.
Wang and 20% by Mr. Wang Pingpin. The remaining shareholding of approximately 33.98% was
owned by the then employees of Beijing Ruicheng and Independent Third Parties.

(3) Dunhua Fengxingyuan was owned by an Independent Third Party.

(4) These include primarily the then employees of Beijing Ruicheng and other Independent Third
Parties.

As a result of the Reorganisation, Beijing Ruicheng became our indirect
wholly-owned subsidiary. Beijing Ruicheng is principally engaged in the advertising
business in the PRC.

Shanghai Kailun

Shanghai Kailun has been an indirect wholly-owned subsidiary of our Company
since the completion of the Reorganisation. It was established as a company with
limited liability in the PRC on 17 June 2010 by Ms. Wang and Ms. Li with a registered
capital of RMB500,000, in which 84% was contributed by Ms. Wang and 16% was
contributed by Ms. Li, respectively. On 11 July 2012, the registered capital of Shanghai
Kailun was increased to RMBS5.0 million, in which 75% was contributed by Ms. Wang
and 25% was contributed by Ms. Li, respectively.

On 5 August 2015, each of Ms. Wang and Ms. Li entered into a sale and purchase
agreement pursuant to which they transferred their then entire equity interest in
Shanghai Kailun to Beijing Ruicheng at a consideration of approximately RMB3.7
million and RMB1.3 million, respectively. Such consideration was determined based
on their respective contribution in Shanghai Kailun. Subsequent to such transfers,
Shanghai Kailun became a direct wholly-owned subsidiary of Beijing Ruicheng.

Shanghai Kailun is principally engaged in the advertising business in the PRC.
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Xizang Wanmei

Xizang Wanmei has been an indirect wholly-owned subsidiary of our Company
since the completion of the Reorganisation. It was established as a company with
limited liability in the PRC on 4 September 2018 with a registered capital of RMB5.0
million, which was contributed by Beijing Ruicheng.

Xizang Wanmei is principally engaged in the advertising business in the PRC.
Beijing Lingyu

Beijing Lingyu has been an indirect subsidiary of our Company since the
completion of the Reorganisation. It was established as a company with limited
liability in the PRC on 29 October 2018 with a registered capital of RMB1.0 million, in
which 88.0% was contributed by Beijing Ruicheng, 7.0% was contributed by Mr. Feng
Xing and 5.0% was contributed by Ms. Lin Zi.

Beijing Lingyu is principally engaged in the advertising business in the PRC.
REORGANISATION

Set out below is the shareholding and corporate structure of our Group immediately
prior to the implementation of the Reorganisation:

Ms LinZi Mr Wang Duhua
Pingpin Fengxingyuan®
0.94% 1.41% 4.00% 1.88%
Tianjin Tianjin
Runshengfu” Jiahe®
54.98% 7.71% 0.31% 2.50% 3.55%
Beijing
Ruicheng
100% 100% 100% [ 100% 100% [7.50% | 100%
Shanghai Xizang Shanghai Wauxi RB?U}“"g Beijing Qingdao
Kailun Wanmei Ruicheng Jiahe® Ruicheng “Jl: ee“g Qianyantong Chaoqun
iay

Beijing Yiziyiju
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Notes:

(1) Tianjin Runshengfu was an investment holding company owned by Independent Third Parties. In
view of our plan to delist Beijing Ruicheng from the NEEQ and apply for listing on the Stock
Exchange, the shareholders of Tianjin Runshengfu would like to exit and realise their investments in
Beijing Ruicheng. Therefore, Tianjin Runshengfu, through its connections, looked for investors and
identified Ms. Wang Zeli who was interested in participating in our Company’s plan to apply for
listing on the Stock Exchange. As a result and in contemplation of the Listing, Tianjin Runshengfu
disposed of all its shares in Beijing Ruicheng, among which 2,300,000 shares in Beijing Ruicheng
were transferred to Ms. Wang Zeli on 22 October 2018. To the best knowledge, information and
belief of our Directors, Tianjin Runshengfu had no business or other relationship with Ms. Wang
Zeli prior to the above share transfer and Tianjin Runshengfu is independent from Ms. Wang Zeli.
For more information regarding Ms. Wang Zeli, please refer to the paragraph headed “Pre-IPO
Investments” in this section.

(2) Tianjin Jiahe was owned as to approximately 54.93% by Mr. Feng Xing, 10.74% by Ms. Wang Xin,
0.35% by Beijing Ruicheng Chuangshi Public Relations Consultation Co., Ltd.* (1t 5% % s 81 th 2 B
R A BR2AF]), formerly known as Beijing Ruicheng Chuangtou Commercial Operation
Management Co., Ltd* (db5tEmk 4% i 2E4E 2 & H A BR A7) which was owned as to 80% by Ms.
Wang and 20% by Mr. Wang Pingpin. The remaining shareholding of approximately 33.98% was
owned by the then employees of Beijing Ruicheng and other Independent Third Parties.

(3) Dunhua Fengxingyuan was owned by an Independent Third Party.

(4) Shanghai Ruicheng Jiahe Culture Media Co., Ltd.* (i sk S0 fb 85 A BR A 7)) (“Shanghai
Ruicheng Jiahe”) had no substantial business and was deregistered on 15 February 2019.

(5)  Ms. Chu Shaonan is an Independent Third Party.

In preparation for the Listing, our Company underwent the Reorganisation which
involved the following steps:

Offshore Reorganisation
Incorporation of offshore holding companies

On 19 December 2018, each of Jing Gen, Haohuan, Henghe, Yingheng, Jujia,
Ruichengtianhe, Youyi, Chengyunruicheng and Ruichengdemao was incorporated as a
limited liability company under the laws of BVI, each with an authorised capital of
USDS5 divided into 50,000 shares of par value of USDO0.0001 each. The business of each
of them is investment holding.
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Incorporation of our Company, allotment and issue of Shares to offshore holding
companies

On 15 January 2019, our Company was incorporated as an exempted company
with limited liability under the laws of the Cayman Islands with an authorised share
capital of HK$380,000 divided into 38,000,000 Shares of par value of HK$0.01 each.
On the same day, 1 subscriber Share was allotted and issued to the initial subscriber
(who is an Independent Third Party). On 25 January 2019, 402,099, 69,875, 54,450,
4,398,800, 1,000,000, 715,000, 686,775, 273,000 and 480,000 Shares were allotted and
issued to each of Jing Gen, Haohuan, Henghe, Yingheng, Jujia, Ruichengtianhe,
Youyi, Chengyunruicheng and Ruichengdemao, respectively. On the same day, the
subscriber Share was transferred to Jing Gen by the initial subscriber. Upon
completion of such allotment, issuance and transfer of Shares, our Company was
owned as to approximately 4.98%, 0.86%, 0.67%, 54.44%, 12.38%, 8.85%, 8.50%,
3.38% and 5.94% by the abovementioned Shareholders, respectively.

Incorporation of offshore subsidiaries

On 28 January 2019, Ruicheng BVI was incorporated as a limited liability
company under the laws of BVI with an authorised share capital of USDS5 divided into
50,000 shares of par value of USDO0.0001 each. The business of Ruicheng BVI is
investment holding. On the same day, 100 shares in Ruicheng BVI was allotted and
issued to our Company at par value. After such allotment, Ruicheng BVI was wholly
owned by our Company.

On 21 February 2019, Ruicheng HK was incorporated as a company with limited
liability under the laws of Hong Kong. The business of Ruicheng HK is investment
holding. On the same day, 100 shares in Ruicheng HK was allotted and issued to
Ruicheng BVI. After such allotment, Ruicheng HK was wholly owned by Ruicheng
BVI.

Allotment and issuance of Shares to Hengrui

On 21 March 2019, Hengrui, a company incorporated under the laws of BVI
which is wholly owned by Mr. Soon, subscribed for 80,800 Shares at an investment
amount of RMB2.0 million (or a foreign currency of an equivalent amount). After the
subsequent allotment and issuance of Shares to Hengrui, our Company was owned as
to approximately 4.93%, 0.86%, 0.67%, 53.90%, 12.25%, 8.76%, 8.42%, 3.34%,
5.88% and 0.99% by Jing Gen, Haohuan, Henghe, Yingheng, Jujia, Ruichengtianhe,
Youyi, Chengyunruicheng, Ruichengdemao and Hengrui, respectively. Please refer to
the paragraph headed “Pre-IPO Investments” in this section for more details of
Hengrui and Mr. Soon.
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Onshore Reorganisation
Restructuring of shareholding interests in Beijing Ruicheng

Following the delisting of Beijing Ruicheng from the NEEQ, for the purpose of
restructuring our shareholding interests, a series of share transfers were conducted,
including the transfer of 2,300,000 shares in Beijing Ruicheng from Tianjin
Runshengfu to Ms. Wang Zeli on 22 October 2018 at a consideration of
RMB2.,829,000, the details of which are included in the paragraph headed “Pre-IPO
Investments” in this section. Subsequent to the shareholding restructuring, Beijing
Ruicheng was owned as to approximately 54.98% by Ms. Wang, 12.50% by Ms. Li,
4.00% by Mr. Wang Pingpin, 3.05% by Mr. Feng Xing, 0.94% by Ms. Lin Zi, 4.15%
by Ms. Wang Xin, 2.64% by Mr. Leng Xuejun, 2.88% by Ms. Wang Zeli and 14.86%
by its then shareholders, which consisted of the employees of Beijing Ruicheng and
other Independent Third Parties, respectively.

Conversion from joint stock company with limited liability to a limited liability company

In preparation for the Listing, Beijing Ruicheng passed a shareholders’ resolution
on 23 October 2018 to approve, among others, the conversion of Beijing Ruicheng
from a joint stock company with limited liability to a limited liability company. The
relevant registration procedure in respect of such conversion was completed with
relevant industrial and commercial administration authority on 9 November 2018.
After such conversion, Beijing Ruicheng became a limited liability company.

Capital increase

On 28 November 2018, Ms. Liu Yang agreed to subscribe for 0.99% of equity
interest in Beijing Ruicheng at an injection amount of RMB984,000. On 6 December
2018, the registered capital of Beijing Ruicheng was further increased to RMB80.8
million. For more details in relation to the background of Ms. Liu Yang, please refer
to the paragraph headed “Pre-IPO Investments” in this section.

Incorporation of Qingdao Ruicheng Jiaye

On 7 December 2018, Qingdao Ruicheng Jiaye was incorporated as a company
with limited liability in the PRC with a registered capital of RMB2.0 million by Ms.
Wang, Ms. Li, Mr. Feng Xing, Ms. Wang Xin, Mr. Leng Xuejun, Ms. Lin Zi, Ms.
Wang Zeli, Ms. Liu Yang, Mr. Wang Pingpin and the then ultimate beneficial
shareholders of Beijing Ruicheng, and was owned as to approximately 54.44%,
12.38%, 4.95%, 4.54%, 2.61%, 0.93%, 2.85%, 0.99%, 3.96% and 12.35% by them,
respectively.
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Disposal of the Excluded Businesses

Ruicheng Hexin, a company incorporated on 16 November 2018 with registered
capital of RMB2.0 million by Ms. Wang, Ms. Li, Mr. Feng Xing, Ms. Wang Xin, Mr.
Leng Xuejun, Ms. Lin Zi, Ms. Wang Zeli, Ms. Liu Yang, Mr. Wang Pingpin and the
then ultimate beneficial shareholders of Beijing Ruicheng, and was owned as to
approximately 54.44%, 12.38%, 4.95%, 4.54%, 2.61%, 0.93%, 2.85%, 0.99%, 3.96%
and 12.35% by them, respectively, entered into a series of equity transfer agreements
with Beijing Ruicheng, under which Ruicheng Hexin as purchaser agreed to purchase,
and Beijing Ruicheng as vendor agreed to sell, the entire investment in Beijing
Ruicheng Jiaye, Qingdao Chaoqun, Wuxi Ruicheng and its then entire equity interest
(being 7.5% of the equity interest) in Beijing Qianyantong each at a respective
consideration of RMB1, RMBI, nil and RMBI1 on 26 November 2018, 13 December
2018, 24 December 2018 and 28 December 2018, respectively. The relevant registration
procedure in respect of the transfers were completed with the relevant industrial and
commercial administration authority on 28 November 2018, 28 December 2018, 29
December 2018 and 25 January 2019, respectively. After such transfers, Beijing
Ruicheng Jiaye, Qingdao Chaoqun and Wuxi Ruicheng ceased to be wholly-owned
subsidiaries of Beijing Ruicheng and Beijing Ruicheng ceased to own any equity
interest in Beijing Qianyantong. For more details of the aforementioned disposal,
please refer to the section headed “Relationship with Controlling Shareholders —
Excluded Businesses” in this prospectus.

Acquisition of 1% equity interest in Qingdao Ruicheng Jiaye by Mr. Soon

On 25 December 2018, Mr. Soon and Ms. Wang entered into a sale and purchase
agreement, under which Mr. Soon as purchaser agreed to purchase, and Ms. Wang as
vendor agreed to sell, 1% equity interest in Qingdao Ruicheng Jiaye at a consideration
of RMB20,000, which was determined with reference to the valuation of the net assets
of Qingdao Ruicheng Jiaye as at 24 December 2018. The relevant registration
procedure in respect of such transfer was completed with the relevant industrial and
commercial administration authority on 3 January 2019. After such transfer, Qingdao
Ruicheng Jiaye became a sino-foreign joint enterprise.
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Demerger of Beijing Ruicheng

On 21 December 2018, the then shareholders of Beijing Ruicheng passed a
shareholders’ resolution to approve, among others, the demerger of Beijing Ruicheng
into two companies, namely Beijing Ruicheng and Beijing Yuehe. Following the
demerger, on 15 February 2019, the registered capital of Beijing Ruicheng was reduced
from RMBS80.8 million to RMB79.992 million while Beijing Yuehe was established on
2 April 2019 with a registered capital of RMB0.808 million. Beijing Yuehe has the same
shareholding structure as Beijing Ruicheng right after the demerger. As a result of the
demerger, assets in the amount of approximately RMB2.3 million and liabilities in the
amount of approximately RMB0.98 million were allocated from Beijing Ruicheng to
Beijing Yuehe, which were based on the carrying amount of assets and liabilities in the
management accounts of Beijing Ruicheng as at 30 November 2018. The main purpose
of the demerger is to exclude a residential property from our Group which was not
used in our operations and to streamline our business operations in preparation for the
Listing. The administrative procedures of the transfer of the title of the
aforementioned residential property to Beijing Yuche has not been completed as at
the Latest Practicable Date. As confirmed by our PRC Legal Advisers, there is no
material legal impediment to complete the said transfer of title.

Acquisition of the entire equity interest in Beijing Ruicheng by Qingdao Ruicheng Jiaye

On 19 March 2019, Qingdao Ruicheng Jiaye and the then shareholders of Beijing
Ruicheng entered into a series of equity transfer agreements, under which Qingdao
Ruicheng Jiaye as purchaser agreed to purchase, and the then shareholders of Beijing
Ruicheng as vendors agreed to sell, the entire equity interest in Beijing Ruicheng at a
consideration of RMB2.0 million which was determined based on commercial
negotiations for the purpose of the Reorganisation. The relevant registration
procedure in respect of such transfer was completed with the relevant industrial and
commercial administration authority on 27 March 2019. After such transfer, Beijing
Ruicheng became a wholly-owned subsidiary of Qingdao Ruicheng Jiaye.
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Onshore-offshore linkage

On 1 March 2019, Ruicheng HK and the then shareholders of Qingdao Ruicheng
Jiaye entered into an equity transfer agreement, under which Ruicheng HK as
purchaser agreed to purchase, and the Then Shareholders of Qingdao Ruicheng Jiaye
as vendors agreed to sell, the entire equity interest in Qingdao Ruicheng Jiaye to
Ruicheng HK at an aggregate consideration of RMB2.0 million, which was determined
based on the registered capital of Qingdao Ruicheng Jiaye of RMB2.0 million. The
relevant registration procedure in respect of such transfer was completed with the
relevant industrial and commercial administration authority on 7 March 2019. After
such transfer, Qingdao Ruicheng Jiaye became a wholly foreign owned enterprise and
is wholly owned by Ruicheng HK.

Loan Capitalisation and Capitalisation Issue

Pursuant to the written resolutions of our Shareholders passed on 22 October
2019 and subject to the conditions set out therein, the loan owed to Ms. Wang in an
aggregate sum of RMBI1,777,000 shall be capitalised and settled in full by the issuance
of 1 new Share to Yingheng at the instruction of Ms. Wang.

Our Directors were authorised to allot and issue a total of 291,839,199 Shares
credited as fully paid at par to our Shareholders whose names appear on the register of
members of our Company at close of business on 22 October 2019 in proportion to
their respective shareholdings by way of capitalisation of the sum of HK$2,918,391.99
standing to the credit of the share premium account of our Company. The Shares to be
allotted and issued pursuant to the Loan Capitalisation and the Capitalisation Issue
shall rank pari passu in all respects with the existing issued Shares.
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CORPORATE STRUCTURE

Set out below is the corporate and shareholding structure after completion of the
Reorganisation and before the Global Offering:

100%

100%

Haohuan®

Chengyunruicheng® Hengrui

Ruichengtianhe®
0.86% 53.90% 12.25% 8.76% 3.34% 0.99%
Jing Gen® Henghe® Youyi® Ruichengdemao®
4.93% 0.67% 8.42% 5.88%
Our Company
100%
Ruicheng BVI
100%
Ruicheng HK
Offshore
T
Qingdao Ruicheng
Jiaye
100%
Beijing Ruicheng
100% 100% 88%
Shanghai Xizang Beijing
Kailun Wanmei Lingyu

Notes:

1. Jing Gen is owned as to approximately 52.43%, 18.65%, 21.96% and 6.96% by Mr. Leng Xuejun,
Ms. Lin Zi, employees of Beijing Ruicheng and an Independent Third Party, respectively.

2. Haohuan is owned by the employees of Beijing Ruicheng.

3. Henghe is owned by the employees of Beijing Ruicheng.

4. Yingheng is wholly owned by Ms. Wang.

S. Jujia is wholly owned by Ms. Li.

6. Ruichengtianhe is owned as to approximately 32.17% and 67.83% by Ms. Wang Zeli and
Independent Third Parties (who were Beijing Ruicheng’s shareholders immediately prior to its
delisting from the NEEQ), respectively. Ms. Wang Zeli is the largest shareholder of Ruichengtianhe.

7. Youyi is owned as to approximately 53.38% by Ms. Wang Xin and 46.62% by Mr. Wang Pingpin,
the brother of Ms. Wang and Ms. Wang Xin, respectively.

8. Chengyunruicheng is wholly owned by an Independent Third Party.

9. Ruichengdemao is owned as to approximately 83.33% and 16.67% by Mr. Feng Xing and Ms. Liu

Yang, respectively.
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Set out below is the corporate structure and shareholding of our Group immediately
following completion of the Global Offering, assuming no exercise of the Over-allotment
Option and no change in shareholding by each of our Shareholders listed below subsequent
to the Latest Practicable Date:

100% 100%

‘ Haohuan ‘ ‘ Yingheng ‘

Ruichengtianhe

o
Chengyunruicheng Hengrui

0.64% 40.43% 9.19% 6.57% 2.51% 0.74%
Ruichengdemao

‘ o ‘ ‘ e ‘
3.70% 0.50% 6.31% ‘ 4.41% 25.00% ‘
Our Company

Ruicheng BVI

Ruicheng HK

‘ Jujia ‘

Offshore

Onshore

Qingdao Ruicheng
Jiaye

Beijing Ruicheng

100% 100% l 88%
Shanghai Xizang Beijing
Kailun Wanmei Lingyu

Note: The shareholders and shareholding structure of the offshore holding companies of our Company
are the same as the shareholding structure immediately after completion of the Reorganisation
and before the Global Offering.

In addition to the undertaking given by one of our Controlling Shareholders,
Yingheng, as stipulated in the paragraph headed “Underwriting — Undertakings to the
Stock Exchange — Undertakings by our Controlling Shareholders” in this prospectus, each
of Jing Gen, Haohuan, Henghe, Jujia, Ruichengtianhe, Youyi, Chengyunruicheng,
Ruichengdemao and Hengrui has given a voluntary non-disposal undertaking to our
Company ending on the date which is six months from the Listing Date.
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PRE-IPO INVESTMENTS
Investment by Ms. Wang Zeli

Following the delisting of Beijing Ruicheng from the NEEQ and in contemplation of
the Listing, on 22 October 2018, Ms. Wang Zeli and Tianjin Runshengfu entered into a sale
and purchase agreement pursuant to which Tianjin Runshengfu agreed to sell, and Ms.
Wang Zeli agreed to purchase, 2,300,000 shares in Beijing Ruicheng at a consideration of
RMB2,829,000, which was determined based on commercial negotiations after taking into
consideration the timing of the Pre-IPO Investment, our business prospects and the
historical trading price of Beijing Ruicheng on the NEEQ. Such consideration was fully
settled by Ms. Wang Zeli on 31 October 2018 with her own financial resources. Tianjin
Runshengfu ceased to hold any interest in Beijing Ruicheng after the transfer of all its
shares in Beijing Ruicheng on 22 October 2018, which included, among others, the transfer
of 2,300,000 shares in Beijing Ruicheng to Ms. Wang Zeli.

On 25 January 2019 and as part of the Reorganisation, Ruichengtianhe, which was
jointly set up by Ms. Wang Zeli and other shareholders, subscribed for Shares in our
Company. Ms. Wang Zeli was deemed as one of our Pre-IPO Investors as she only became
one of our shareholders following the delisting of Beijing Ruicheng from the NEEQ, in
contemplation of the Listing. Further, no acting-in-concert arrangements have been entered
into among Ms. Wang Zeli and other shareholders. Ruichengtianhe was jointly set up by
Ms. Wang Zeli and the other shareholders with a view to lower the administrative costs and
procedures brought about in the daily maintenance of such company. Ruichengtianhe is
owned as to 32.17% by Ms. Wang Zeli. Pursuant to such subscription, an aggregate of
715,000 Shares, representing approximately 8.76% of the total issued shares of our
Company immediately before the Loan Capitalisation, the Capitalisation Issue and the
Global Offering, were allotted and issued to Ruichengtianhe credited as fully paid, among
which effective number of about 230,016 Shares were attributable to Ms. Wang Zeli.

Information of Ms. Wang Zeli

Ms. Wang Zeli is an individual investor. She is currently the deputy general manager of
Tianjin Zhongbeiya Automobile Trading Co., Ltd* (KEHILERHEE 5 HRAF), a
company principally engaged in the sales of automobile. Ms. Wang Zeli knew about our
Group through Tianjin Runshengfu, one of the shareholders of Beijing Ruicheng before its
delisting from the NEEQ.
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Investment by Ms. Liu Yang

On 28 November 2018, Ms. Liu Yang, Beijing Ruicheng and the then shareholders of
Beijing Ruicheng entered into a capital subscription agreement pursuant to which
approximately 0.99% equity interest in Beijing Ruicheng was subscribed by Ms. Liu
Yang at a consideration of RMB984,000, which was determined based on commercial
negotiations after taking into consideration the timing of the Pre-IPO investment, our
business prospects and the historical trading price of Beijing Ruicheng on the NEEQ. Such
consideration was fully settled by Ms. Liu Yang with her own financial resources on 19
December 2018.

On 25 January 2019 and as part of the Reorganisation, Ruichengdemao, which was
jointly set up by Ms. Liu Yang and Mr. Feng Xing, subscribed for Shares in our Company.
Ruichengdemao is owned as to 16.67% by Ms. Liu Yang. Pursuant to such subscription, an
aggregate of 480,000 Shares, representing approximately 5.88% of the total issued shares of
our Company immediately before the Loan Capitalisation, the Capitalisation Issue and the
Global Offering, were allotted and issued to Ruichengdemao credited as fully paid, among
which effective number of 80,016 Shares were attributable to Ms. Liu Yang.

Information of Ms. Liu Yang

Ms. Liu Yang is an individual investor. She is currently a director and shareholder of
Beijing Yiming Food and Beverage Limited* (JtF—BifRE XL AHBRATR]), a limited
liability company established in the PRC on 24 January 2017, which is primarily engaged
in the innovative media and advertising industry. She holds a master’s degree in business
administration from the Open University of Hong Kong. We acquainted with Ms. Liu Yang
through Mr. Feng Xing, one of our executive Directors.

Investment by Mr. Soon

On 21 March 2019, Hengrui (which is wholly owned by Mr. Soon), our Company and
Ms. Wang entered into an investment agreement pursuant to which Hengrui agreed to
subscribe for, and Ms. Wang agreed to procure our Company to issue and allot 80,800
Shares to Hengrui at a consideration of RMB2,000,000 (or an equivalent amount in foreign
currency) which is determined based on commercial negotiations after taking into
consideration the timing of the Pre-IPO Investment and our business prospects.
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Information of Mr. Soon

Mr. Soon is an individual investor. He is currently the president of the Norway-China
Tour Guide Association* (#HE# i ®) and the president of the Norway China
Friendship Association (¥ B &Z4f ). We acquainted with Mr. Soon as he is a
friend of Ms. Wang, one of our Controlling Shareholders.

To the best knowledge and belief of our Directors and having made all reasonable
enquiries, Ms. Wang Zeli, Ms. Liu Yang and Mr. Soon are individual private investors who
from time to time participate in various investment opportunities in different target
companies encompassing various industries. They decided to invest in our Group in view of
the prospects of our business growth. All of them, to the best knowledge and belief of our

Directors, are Independent Third Parties.

The table below sets forth a summary of the Pre-IPO Investments:

Name of investor Ms. Wang Zeli

Date of the agreement (a) 22 October 2018 (as regards the

in relation to the sale and purchase of 2,300,000

Pre-IPO shares in Beijing Ruicheng)

investment (equivalent to approximately
2.88% equity interest in Beijing
Ruicheng)

(b) 25 January 2019 (as regards the
subscription of effectively
230,016 Shares through
Ruichengtianhe as part of
Reorganisation)

Amount of RMB?2,829,000
consideration paid

Basis of consideration Based on commercial negotiations after
taking into consideration the timing
of the Pre-IPO Investment'¥"*/ and
the prospects of our business, and
the historical trading price of
Beijing Ruicheng on the NEEQ

Ms. Liu Yang

(@)

28 November 2018 (as

regards the subscription of
approximately 0.99% equity
interest in Beijing Ruicheng)

25 January 2019 (as regards
the subscription of
effectively 80,016 Shares
through Ruichengdemao as
part of Reorganisation)

RMB9§4,000

Based on commercial negotiations

after taking into consideration
the timing of the Pre-IPO
Tnvestment " and the
prospects of our business, and
the historical trading price of
Beijing Ruicheng on the NEEQ

Mr. Soon and Hengrui

21 March 2019 (as regards the
subscription of 80,800 Shares
through Hengrui)

RMB2,000,000

Based on commercial
negotiations after taking into
consideration the timing of
the Pre-IPO Investment """
and the prospects of our
business

Note: Generally, in respect of timing of the Pre-IPO investments, Pre-IPO investments in an earlier stage bear a

relatively higher risk and face more uncertainties in terms of a company’s progress in its preparation for its
proposed listing on the Stock Exchange. Ms. Wang Zeli and Ms. Liu Yang entered into their agreements
regarding the Pre-IPO Investments in October 2018 and November 2018, respectively, which was in a
relatively early stage of the proposed Listing, and thus the considerations had a relatively higher discount
rate. Hengrui, solely owned by Mr. Soon, entered into its agreement regarding the Pre-IPO Investment in a

relatively later stage in late March of 2019, and thus the consideration had a relatively lower discount rate.
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Payment date of the
consideration

Effective shareholding upon
Listing "'

Effective cost per Share
paid (based on effective
shareholding)

Discount to the mid-point of
the indicative Offer
Price range

Use of net proceeds and its

utilisation by our
Company

Lock-up period

Any special rights enjoyed

Strategic benefits brought
to our Group by the
investor

31 October 2018

Approximately 8,455,623 Shares
through Ruichengtianhe,
representing approximately
2.11% of the issued shares of
our Company upon Listing

approximately RMB0.33
(equivalent to approximately
HK$0.37)

approximately 75.3%

N/A, as the payment was made to
a then shareholder of Beijing
Ruicheng

Ruichengtianhe, a company owned
as to approximately 32.17% by
Ms. Wang Zeli, has given a
voluntary non-disposal
undertaking to our Company
ending on the date which is six
months from the Listing Date

nil

Strengthening our shareholder base

19 December 2018

Approximately 2,941,476 Shares
through Ruichengdemao,
representing approximately
0.74% of the issued shares of
our Company upon Listing

approximately RMB0.33
(equivalent to approximately
HK$0.37)

approximately 75.3%

The proceeds have been used for
our general working capital
purposes

Ruichengdemao, a company
owned as to approximately
16.67% by Ms. Liu Yang, has
given a voluntary
non-disposal undertaking to
our Company ending on the
date which is six months from
the Listing Date

nil

Strengthening our capital,
shareholder base and bringing
potential collaborative effect
to our Company with the
investor’s experience in the
innovative media and
advertising industry

3 April 2019

Approximately 2,970,297 Shares,
through Hengrui, representing
approximately 0.74% of the
issued shares of our Company
upon Listing

approximately RMB0.67
(equivalent to approximately
HKS$0.75)

approximately 50.0%

The proceeds have been used for
the payment of the
consideration for Ruicheng
HK'’s acquisition of Qingdao
Ruicheng Jiaye as set out in
the paragraph headed
“Reorganisation” in this
section

Hengrui, a company
wholly-owned by Mr. Soon,
has given a voluntary
non-disposal undertaking to
our Company ending on the
date which is six months from
the Listing Date

nil

Strengthening our capital,
shareholder base and bringing
potential collaborative effect
to our Company with the
investor’s business
connections

Note: Based on the numbers of Shares to be issued upon completion of the Loan Capitalisation, the
Capitalisation Issue and the Global Offering, assuming the Over-allotment Option is not

exercised.
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The Sole Sponsor is of the view that each of the Pre-IPO Investments is in compliance
with the guidance letters (HKEX-GL29-12 regarding Interim Guidance on Pre-IPO
Investments and HKEX-GL43-12 regarding Guidance on Pre-IPO investments) issued by
the Stock Exchange as (i) the consideration payable by each of Ms. Wang Zeli, Ms. Liu
Yang and Mr. Soon under their respective Pre-IPO Investments was fully settled on 31
October 2018, 19 December 2018 and 3 April 2019, respectively, and (ii) no special rights
were granted to the Pre-IPO Investors that will survive after the Listing in respect of the
Pre-IPO Investments. The “Guidance on Pre-IPO Investment in Convertible Instruments”
(HKEX-GL44-12) is not applicable to the Pre-IPO Investments as no convertible
instrument was issued.

Public float

As each of Hengrui (which is wholly owned by Mr. Soon) and Ruichengtianhe (which
Ms. Wang Zeli invested in) will hold less than 10% of the total issued share capital of our
Company immediately following the completion of the Loan Capitalisation, the
Capitalisation Issue and the Global Offering and each of them is independent from and
not connected with each other, they will not be considered as a substantial shareholder of
our Company upon completion of the Loan Capitalisation, the Capitalisation Issue and the
Global Offering. Accordingly, the Shares held by each of Hengui (which is wholly owned by
Mr. Soon) and Ruichengtianhe (which Ms. Wang Zeli invested in) shall be considered as
part of the public float for the purpose of Rule 8.08 of the Listing Rules. As Ms. Liu Yang
holds her share through Ruichengdemao, an entity jointly controlled by Mr. Feng Xing, one
of our executive Directors and herself, the Shares held by Ruichengdemao shall not be
considered as part of the public float for the purpose of Rule 8.08 of the Listing Rules.

COMPLIANCE WITH PRC LAWS

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

SAFE REGISTRATION

As advised by our PRC Legal Advisers, each of our domestic individual shareholders
has completed the registration under the Circular 37 and the Circular 13. The said
registrations have been completed by 31 December 2018.

The M&A Provisions

Pursuant to Article 11 of the M&A Provisions, where a domestic individual person
intends to take over his/her related domestic company in the name of an offshore company
which he/she lawfully established or controls, the takeover shall be subject to the
examination and approval of MOFCOM.
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As advised by our PRC Legal Advisers, Article 11 of the M&A Provisions does not
apply to our Reorganisation, because (i) at the time of acquisition of 1% equity interest in
Qingdao Ruicheng Jiaye by Mr. Soon, Mr. Soon was a foreign investor and was
independent from Qingdao Ruicheng Jiaye and its shareholders; (ii) in the case of
acquisition of 100% equity interest in Qingdao Ruicheng Jiaye by Ruicheng HK, Qingdao
Ruicheng Jiaye was a sino-foreign equity joint venture, therefore the acquisition of the
equity interests in Qingdao Ruicheng Jiaye by Ruicheng HK shall be subject to Provisions
of the Alteration of Investor’s Equities in Foreign-funded Enterprises (/M &MEHRE
FIEHES T A THE)  rather than the M&A Provisions. The Administrative
Examination and Approval Service Bureau of Qingdao Huangdao District (5 & 1i 81 & [&
B LR #5JR), which is the competent filing authority for the establishment and
alteration of filing administration of foreign investment enterprises which are not subject to
special administrative measures stipulated by the state, is of the same view and has already
completed the filing procedure of Qingdao Ruicheng Jiaye for the acquisition and issued
record receipt; and (iii) the acquisition of 100% equity interest in Beijing Ruicheng by
Qingdao Ruicheng Jiaye shall be subject to the Interim Provisions on the Domestic
investment by Foreign Invested Enterprises (BRI E BER N ENEITHE) .

Our PRC Legal Advisers have also confirmed that we are not required to obtain
approval from CSRC, MOFCOM or other relevant PRC authorities for the Listing.
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OVERVIEW

Founded in 2003, we are an established advertising service provider in the PRC,
primarily focusing on TV advertising services. Leveraging on our experience and expertise
in TV advertising, we successfully diversified our service offerings to online and outdoor
advertising services.

With the strong strategy formulation and data analytical capabilities and in-depth
industry experience of our Group, we are able to provide a wide range of advertising
services including data analysis, marketing strategy planning, advertising solution
formulation, sourcing of advertising resources, overall coordination and/or execution,
and evaluation of the effectiveness of the advertisements. We are committed to offering
tailor-made advertising solutions to our customers through formulating customised
proposals based on our analysis of market and industry data, which could at the same
time meet the budget and achieve the marketing objectives of our customers. Besides
identifying and sourcing from the relevant suppliers, we are capable to monitor the
execution and evaluate the effectiveness of the advertising solutions to ensure the effect of
our advertising solutions could be maximised. We generally do not offer any advertising
design services. The hard-sell TV advertisements are designed and produced by our
customers or third-party production firms on their behalf, and for soft-sell TV and online
advertising services, our advertising proposals may contain suggestions or ideas on
advertising slogans, subtitles and scenes to be implanted in variety shows and TV series, and
the advertising text and graphic to be placed in online advertisements, which is part of our
customised advertising solutions offered.

We pride ourselves on the strong market position we built up in the TV advertising
media services market in the PRC since 2003. We ranked the tenth among approximately
5,000 TV advertising media service providers in the PRC in terms of TV advertising revenue
in 2018, representing a market share of approximately 0.3% according to the CIC Report.
Due to our in-depth experience and expertise in offering TV advertising services, we have
received numerous awards in recognition of the success of our TV advertising business.

Taking advantage of our capability in formulating customised advertising solutions to
our customers and our strong market position, we are experienced in providing advertising
services to advertisers, or through their agents, from a wide spectrum of industries such as
foods and beverages, household furnishing and electronics, internet and mobile games,
telecommunications, pharmaceuticals and automobile industries. We are able to maintain
business relationships with various renowned national enterprises in the PRC, such as
Wanglaoji Advertiser, the advertiser of a leading home appliances manufacturer in the PRC
(headquartered in Qingdao), the advertiser of a leading kitchen appliances manufacturer
(headquartered in Ningbo) and a state-owned enterprise which ranked top three in the
telecommunications services industry in the PRC in terms of revenue in 2018.

Riding on our strong customer base, we are able to establish a strong presence in the
TV advertising media services industry through maintaining long-standing relationships
with our major TV station suppliers which are first-tier provincial satellite TV stations such
as Jiangsu Radio and Television Group Co., Ltd.* (VL#R&EEREEHEBEHRAA)
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(“Jiangsu TV”) and leading provincial satellite TV stations in Hunan, Shanghai and
Zhejiang. These long-established relationships give us competitive edge in securing valuable
TV advertising resources such as TV advertising time slots during prime time and the rights
to implant soft-sell advertisements in variety shows or TV series with high viewership and
demand in renowned TV stations. Furthermore, due to our established relationships with
these provincial satellite TV stations, we are able to consolidate TV advertising resources
available and allow our customers to access a broad range of TV advertising resources from
different TV stations.

We entered into first contract of our online and outdoor advertising services upon the
request of our customers in 2011 and 2007, respectively. Due to the increasing demand for
multi-channel advertising services and riding on our years of experience in the advertising
industry, we expanded our online and outdoor advertising services in 2017. Leveraging on
our experience in providing advertising services and our strong data analytical capabilities,
we are able to identify the relevant suppliers possessing specific online and outdoor
advertising resources, such as the rights to place advertisements on platforms such as search
engines, websites, buildings and subways, to satisfy the demand of our customers. In
particular for our online advertising services, we are capable of offering online advertising
solutions to our customers through analysing the preference and behaviour of the internet
users, the types of online advertising services used by competitors of our customers, and the
characteristics and effectiveness of various online platforms. Since then, we have been able
to offer advertising solutions covering TV, online, outdoor and other types of
advertisements to be placed on various platforms to address the diverse advertising needs
of our customers. Advertising industry is characterised by rapidly changing environment
and viewer preference. Our Group’s diversification to online and outdoor advertising
businesses demonstrates our ability in adapting to the rapidly changing environment of the
advertising industry in the PRC.

COMPETITIVE STRENGTHS
We are an established TV advertising media service provider in the PRC

Established in 2003, our Group has over 15 years of advertising experience in the PRC.
According to the CIC Report, we ranked the tenth among approximately 5,000 TV
advertising media service providers in the PRC in terms of TV advertising revenue in 2018,
representing a market share of approximately 0.3%. With years of experience in the
advertising industry, we successfully established long-standing relationship with first-tier
provincial satellite TV stations such as Jiangsu TV and leading provincial satellite TV
stations in Hunan, Shanghai and Zhejiang, which gives us competitive edge in securing TV
advertising time slots during prime time and advertising rights in variety shows with high
viewership and demand, such as the advertising time slots during the broadcast of a singing
contest through blind auditions among laymen in China in 2013 and a game variety show
where the hosts and the guests were required to complete missions with running in order to
win a competition in 2015 from a first-tier provincial satellite TV station in Zhejiang, and
the rights to implant soft-sell advertisements for one of our major customers, the advertiser
of a home appliances manufacturer headquartered in Qingdao, in (i) “Star Chef” (& B %

— 124 -



BUSINESS

#|) from 2014 to 2016; (ii) “Xianchu Dangdao”* (B4 ) in 2017; (iii) “Three
Gardens™* (=fHBEF) from 2017 to 2018; and (iv) “Knowledge is Power” {Fluk st /2 71
) in 2018 from Jiangsu TV.

Due to our in-depth experience and expertise in offering tailor-made TV advertising
solutions, we have received numerous awards in recognition of our quality advertising
services, including the “19th IAI International Advertising Awards: Greater China Region
Content Marketing Company of The Year”* (55 1 JUIE TATE B & 4 48 — K o 2 [ 4F B N 25
EE/NF]) in May 2019, the “ADMEN International Awards: Practice Case in Category of
Digital Marketing Gold Award” (ADMENE [ K4E — #A5EHEHHES L KLE) in July
2018, the “Main Advertising Award of 2016 Great Wall Awards of China: Annual Golden
Partner” (20167 Bl & 15 Rl 88 5 188 — 4EE S AE) in October 2016 and the “Eighth
China Advertising Golden Vision Awards: Enterprise with Best Marketing Innovation”*
CGB/\JE B B A E 88— S BN J1482) in April 2016. For details of the awards
received by our Group, please refer to the paragraph headed “Awards” in this section. Our
Directors believe these awards not only can serve as endorsement to our customers in terms
of quality of our services, effectiveness of content delivery and precision of our advertising
solutions, but also can attract more reputable customers and talents to our Group.

We have established and maintained credible business relationships with renowned advertisers

Taking advantage of our capability in formulating customised advertising solutions
and our strong market position, we are able to establish long-standing relationships with
renowned national enterprises in the PRC. Our customers include advertisers or their
advertising agents from a wide variety of industries, such as household furnishing and
electronics, food and beverages, pharmaceuticals and telecommunications.

As at the Latest Practicable Date, we have successfully (i) maintained years of business
relationships ranging from ten to 14 years with our major advertiser customers such as
Wanglaoji Advertiser, the advertiser of a leading home appliances manufacturer in the PRC
(headquartered in Qingdao) and the advertiser of a leading kitchen appliances manufacturer
(headquartered in Ningbo); and (ii) established new business relationship with one of the
top three leaders in telecommunications services industry in the PRC in 2017. We were
awarded by one of our major customers, the advertiser of a leading kitchen appliances
manufacturer (headquartered in Ningbo) as their “Excellent Supplier” (# 7 {ILBER) in
2016.

Among our major customers during the Track Record Period, we had four major
advertiser customers as mentioned above which, according to the CIC Report, ranked
among top three in their respective industries, namely the ready-to-drink tea, refrigeration
appliances and large kitchen appliances industries in terms of retail sales volume in 2018
and telecommunications services industry in terms of revenue in 2018. Our Directors believe
that renowned advertisers generally have more budget and a relatively stable demand for
advertising, which is conducive to our business development. In addition, cooperating with
such renowned advertisers enables us to build up our reputation in the advertising industry
and capture more business opportunities from potential customers.
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As we have established trust and understanding with our major customers over the
years, we are able to familiarise ourselves with our customers’ corporate cultures,
advertising budgets and preferences, which allows us to better understand our customers’
expectation and provide them with advertising services best suited to their needs, hence
further enhancing the relationships with our customers.

We have established long-standing business relationships with our major suppliers, most of
which are first-tier provincial satellite TV stations in the PRC

We have successfully maintained business relationships with four of the first-tier
provincial satellite TV stations in Hunan, Shanghai, Zhejiang and Jiangsu ranging from
eight to 11 years, all of which are our major suppliers during the Track Record Period.
According to the CIC Report, these four first-tier provincial satellite TV stations had a
total TV audience share of approximately 10.2% and an advertising revenue share of
approximately 22.5% in China’s TV stations in 2017. These first-tier provincial satellite TV
stations have accumulated millions of viewers, which enables our advertisements to reach a
wide range of target consumers, hence maximising the effects of our advertising solutions.

Leveraging on the long-standing relationships with our suppliers, we are able to (i)
secure valuable advertising resources with high demand; (ii) obtain the most updated and
first-hand information regarding the advertising resources available; and (iii) monitor the
execution of the advertising solutions accurately. As TV advertising time slots during prime
time and advertising resources in popular variety shows with high viewership are limited in
quantity, our long-established relationships with first-tier provincial satellite TV stations
give us competitive edge in securing such advertising resources. This in turn enables us to
attract more customers to enhance our customer base. Such a strong customer base
consequently allows us to strengthen our business relationships with our suppliers. Our
Directors believe that we have established ourselves as the bridge between our suppliers and
customers and created a win-win situation for both our suppliers and customers, and thus,
are able to differentiate ourselves from our competitors in the PRC.

We have diverse service offerings which enable us to be a multi-channel advertising service
provider

Due to the increasing demand for multi-channel advertising services, in particular
online advertising services, our diverse service offerings covering TV, online and outdoor
advertising services allow us to stand out among our competitors. Besides our TV
advertising services, we provide online advertising services to our customers through
providing online advertising solutions by analysing the preference and behaviour of the
internet users, the types of online advertising services used by competitors of our customers,
and the characteristics and effectiveness of various online platforms. This enables us to
offer customised online advertising solutions to customers with a higher precision rate,
which could be targeted at a specific group of consumers. Given the increasing popularity
and the larger audience base of online advertising in China recently, we are able to satisfy
such growing demands of our customers and allow the online advertisements of our
customers to reach a wide range of internet users, hence maximising the effects of our online
advertising solutions.
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Riding on our long-standing relationships with our suppliers and our supplier network,
we, as a multi-channel advertising service provider, allow our customers to access a broad
range of advertising resources covering TV, online and outdoor advertising resources, in an
effective way. For TV advertising resources, we are capable of consolidating and proposing
information of the advertising resources available in different TV stations, such as variety
shows to be broadcast in the coming year, TV advertising time slots and the types of
soft-sell TV advertisements. This enables our customers to choose advertising resources
efficiently, before sourcing the advertising resources from our suppliers. For online and
outdoor advertising resources, we are able to identify the relevant suppliers possessing
specific advertising resources requested by our customers due to our supplier network. This
saves time cost of our customers as it may be difficult and time-consuming to find the
relevant suppliers by themselves.

We have a strong strategy formulation and data analytical capabilities in providing
tailor-made advertising solutions to our customers

Taking advantage of our strong strategy formulation skills and in-depth industry
knowledge and experience, we are able to offer a wide range of advertising services to our
customers which differentiates ourselves from both our competitors and suppliers. We are
capable of formulating tailor-made advertising solutions most suitable for our customers
through analysing market and industry data such as data on consumer behaviour,
competitive landscape in the relevant industry and target audience of each advertising
resource. Furthermore, we are able to apply content marketing approach to offer
advertising solutions with creative ideas to our customers. We are capable of formulating
advertising solutions with the advertised products, services or brands implanted in variety
shows or TV series in a natural and subtle way through creating a set or scene that matched
with such advertised products, services or brands. Due to our strong strategy formulation
capabilities, particularly our expertise in applying content marketing in variety shows, some
of our advertising projects in variety shows were awarded the “Eighth China Advertising
Golden Vision Awards: Gold Prize for TV Case”* (55 /\ )i o [ J& & £ & 48 — WA 8E)
in 2016 and the “ADMEN International Awards: Media Consolidation Practical Tactics
Gold Prize”* (ADMENEIFREE — BEASBIEEASSEE) in 2017, In addition, we
consider the marketing objectives and the budget of our customers to ensure the service fee
of the customised advertising solutions is acceptable to our customers.

We are also capable of allowing customers to understand the effectiveness of our
advertising solutions by issuing evaluation reports after analysing data through our
self-developed analytical model, the RIF Model. Our RIF Model guides us to consider
factors such as viewership, the reach rate of the advertisements and the types of audience
reached. In 2016, our RIF Model was awarded the “Eighth China Advertising Golden
Vision Awards: Brand Management Model with the Best Market Value” (55 /\ i H B J& %5 &
it — RN EE A HAA). Our Directors are of the view that our strong
strategy formulation and data analytical capabilities and the resulting recognitions we
received allow us to stand out among our competitors and capture business opportunities
from both our existing and potential customers.
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We have a competent management team with experience and expertise in the advertising
industry

Our management team has extensive industry knowledge and experience in the
advertising industry in the PRC. Our executive Directors, Ms. Li and Mr. Feng Xing have
over 18 years of experience in the advertising industry. Ms. Li was awarded the “Ten Best
and Most Influential Female Advertising Person in China 2009-2010* (200920104
B f L 28 ) L PEE & N) in 2010 and the “China Advertising Golden Vision Awards:
New Decade Leader in China’s Marketing™* (v [5 J& % = <5 42 48 8 14 v B0 2 S {8 4% S A
P)K#E) in 2011. Mr. Feng Xing was awarded the Jinwang Annual Internet Marketing
Individual* (& %75 B HAHE 8 AY) in 2015 and the title of “Contemporary China
Outstanding ADMAN”* (1 B A JE 25 N) in 2017. One of our senior management,
Ms. Lin Zi has over 20 years of experience in the advertising industry and was awarded the
“Eighth China Advertising Golden Vision Awards: Leader in China’s Marketing”* (55 /\ )&
R 45 T2 4 e AR P B S S R SEEAY)) in 2016. Please refer to the section headed
“Directors and Senior Management” in this prospectus for further details and
biographies of our Directors and senior management. With their experience, knowledge
and insight, our Directors are of the view that our management team is able to lead our
Group to excel in this competitive industry and to ensure our future growth.

BUSINESS STRATEGIES

We intend to strengthen our market position and increase our market share by
pursuing the following strategies:

Enhance our market position as an established TV advertising service provider

During the Track Record Period, TV advertising services was our major source of
revenue and contributed approximately 98.0%, 90.6%, 67.3% and 43.7% of our total
revenue, respectively. According to the CIC Report, China’s TV advertising media services
market in terms of advertisers’ expenditure increased from approximately RMBI138.5
billion in 2014 to approximately RMB154.9 billion in 2018 and the market size is expected
to continue to grow at a CAGR of approximately 4.1% to approximately RMB189.3 billion
in 2023. As the TV advertising media services market in China is fragmented with
approximately 5,000 participants and our Group only held a market share of approximately
0.3% in terms of the total TV advertising revenue in 2018, our Directors believe that there
will be considerable business opportunities and room in the industry to increase our market
share in the TV advertising media services market and further enhance our market position.

During the Track Record Period, we provide TV advertising services which consist of
(1) hard-sell advertising (i.e. placement of traditional advertisements during TV advertising
time slots); and (ii) soft-sell advertising (i.e. implantation of soft-sell advertisements in
variety shows and TV series such as product placement, title sponsorship, subtitle
advertisement and verbal slogan). We plan to strengthen our financial position to acquire
TV advertising time slots during prime time from first-tier provincial satellite TV stations
for our customers. According to the CIC Report, it is important for advertising service
providers to enhance their ability in sourcing popular and valuable advertising resources
such as TV advertising time slots during prime time. As customers target to make their
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advertisements or advertising products to reach maximum number of audience, they prefer
to purchase advertising resources with high viewership. Therefore, the ability of advertising
service providers in securing popular advertising resources can enhance their capability in
maintaining relationships with existing customers and attracting new customers. As popular
advertising resources are generally expensive, a strong financial position is one of the key
success factors of advertising service providers. In addition, it is crucial for advertising
service providers to have sufficient capital as (a) this allows advertising service providers to
purchase valuable TV advertising time slots during prime time; (b) sizeable customers
generally prefer advertising service providers of a larger scale with abundant financial
resources, taking into account their financial ability to source valuable advertising
resources and undertake sizeable projects; and (c) TV station suppliers generally prefer to
work with advertising service providers with a relatively high financial capability to ensure
timely settlement for the purchase of advertising resources.

In order to maintain and enhance our Group’s competitiveness in such a fragmented
and competitive market, it is essential for us to improve our financial position so we could
strengthen our ability to source valuable advertising resources in order to undertake
sizeable projects involving the purchase of advertising time slots and to maintain our
competitiveness in such a fragmented market.

Soft-sell TV advertisements are usually content-related and have gained popularity
among advertisers and audiences in recent years. According to the CIC Report, China’s
soft-sell TV advertising market in terms of advertisers’ expenditure increased from
approximately RMB63.7 billion in 2014 to strengthen our financial position to
approximately RMB82.2 billion in 2018 and is expected further expand to approximately
RMBI115.8 billion by 2023, representing a CAGR of approximately 7.1% between 2018 and
2023. In order to capture the increasing demand for soft-sell TV advertisements and
enhance our market position, we intend to strengthen our financial position and capability
in prepaying the TV stations to acquire rights to implant soft-sell advertisements in variety
shows with high viewership from first-tier provincial satellite TV stations. Similarly, our
Directors believe that it is essential for us to improve our liquidity position for purchasing
soft-sell TV advertising rights in variety shows requested by our customers or undertake
more sizeable projects involving soft-sell TV advertisements.

Besides, our Group has started to provide soft-sell TV advertising services which aims
to assist customers to promote products or services to a specific group of consumers.
According to the CIC Report, China’s parent-child market has witnessed a rapid growth
over the past few years. Between 2014 and 2018, such market in terms of total sales revenue
increased from approximately RMBI1,599.4 billion to approximately RMB3,017.6 billion,
representing a CAGR of approximately 17.2%. It is expected that China’s parent-child
market will maintain an annual growth rate of approximately 15.1% over the next five
years. In order to capture advertising business opportunities in such market, in November
2018, we contracted with a TV station in Beijing to acquire the exclusive right to deal with
the soft-sell advertising rights in the Parent-child Variety Show, in which the hosts and the
relevant experts provide professional advice on parenting, that is expected to have 104
episodes. The show has been broadcasting on a local TV channel on a weekly basis and
subway TV in Beijing since January 2019. We contracted with three customers with an
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aggregate contract value of RMBI10.5 million and approximately RMB3.1 million was
recognised from placing soft-sell advertisements in the Parent-child Variety Show as at the
Latest Practicable Date. Please refer to the paragraph headed “Exclusive Soft-sell
Advertising Rights in the Parent-child Variety Show” in this section for further details of
the Parent-child Variety Show.

Due to our higher degree of control on the advertising resources in the Parent-child
Variety Show, we could attract potential customers through (i) offering more options in the
implantation methods of soft-sell advertisements such as advertising slogans, subtitles or
the scenes to be matched with the advertised brands; and (ii) formulating content and ideas
tailor-made for our advertiser customers. Going forward, we will utilise the exclusive right
to deal with the advertising resources in the Parent-child Variety Show and proactively
explore more potential customers to place soft-sell advertisements in the Parent-child
Variety Show. We will also explore ways to diversify our source of revenue generated from
the Parent-child Variety Show. Advertisements could be placed on various platforms such
as public accounts on social media platforms and applications relating to the Parent-child
Variety Show. We intend to invite key opinion leaders or experts to promote the
Parent-child Variety Show, with potential advertising content and materials implanted.

According to the CIC Report, large-scale customers generally have a relatively high
budget or expenditure on advertising services, and high demand for sizeable advertising
projects. Such customers generally prefer advertising service providers with abundant
financial resources to purchase valuable advertising resources with high demand.
Leveraging on (i) our brand reputation established in the advertising industry throughout
the years; (ii) in-depth understanding on the advertising objectives, preference and needs of
our customers; (iii) our strong strategy formulation capability; and (iv) long-standing
relationships with our major customers and suppliers, our Directors were confident that,
with improved financial position, we will be capable in soliciting and undertaking sizeable
projects from large-scale customers and maintaining our market position despite the intense
competition in the TV advertising media services market and the decline in demand from
some of our major customers for TV advertising services in 2018.

For existing sizeable customers, in order to increase the demand of our major
customers for TV advertising services, we plan to explore more valuable advertising
resources such as new and popular variety shows and TV series through communicating
more frequently with TV stations or advertising agents to understand the availability and
the expected broadcasting schedule of popular or new variety shows or TV series in the
coming year. This can enhance the attractiveness of our TV advertising proposals offered to
existing customers. For exploring new business opportunities with potential customers of a
large-scale, we intend to (i) communicate with them more frequently to understand
thoroughly their needs and advertising objectives through site visits and phone calls; (ii)
offer customised advertising proposals tailor-made for potential customers after conducting
research and analysis on their market position, ranking, advertising preference and history,
targeted consumers and competitors; (iii) offer potential customers more relevant market
data such as competitive landscape of their industries, viewership of various TV channels
and variety shows; and (iv) offer proposals of advertising solution packages including TV,
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online and outdoor advertisements. Through developing relationships and establishing
mutual trust and confidence with these potential customers gradually, our Directors believe
that we will be able to solicit new projects from them.

Enhance our capabilities as a multi-channel advertising service provider through strengthening
our (i) online advertising services and (ii) outdoor advertising services

We generally sourced online and outdoor advertising resources from advertising agents
and provide online and outdoor advertising services to customers during the Track Record
Period. According to the CIC Report, there is an increasing demand from advertisers for
multi-channel advertising in response to the emerging new media and the changing lifestyles
of the millennial generation. As such, besides continuing to maintain our position in the TV
advertising media services market, we intend to strengthen our presence in online and
outdoor advertising markets so as to enhance our status as a multi-channel advertising
service provider.

We entered into first contract of our online and outdoor advertising services upon the
request of our customers in 2011 and 2007, respectively. Our Group has successfully applied
our experience in providing TV advertising services to further expand our online and
outdoor advertising business in 2017, as evidenced by the growth of our revenue for the
online and outdoor advertising services by approximately 490.8% and 199.4%, respectively,
from 2017 to 2018, and by approximately 1,314.6% and 54.1%, respectively, from the four
months ended 30 April 2018 to the four months ended 30 April 2019.

Leveraging on our in-depth experience and expertise in offering TV advertising services
and in-depth understanding on the objectives, preference and needs of our customers, we
successfully apply our experience, knowledge and skills in providing TV advertising services
to online and outdoor advertising services. As the operational workflows for the provision
of our TV, online and outdoor advertising services are similar, all of which involve strategy
formulation, media negotiation and execution of the advertising solutions, we are able to
apply methodologies, procedures and execution plans used in TV advertising services to our
online and outdoor advertising services. For instance, our strategy formulation department
is responsible for preparing customised advertising proposals with suggestions on the types
of TV, online or outdoor advertising resources to be used, and the media operation
department is responsible for negotiating with the TV, online or outdoor advertising
resources suppliers on the price and the execution plan. In addition, we can further expand
our online and outdoor advertising services through promoting such services to the existing
customer base of our TV advertising services, such as supplementing our TV advertising
proposals with recommendations on online and/or outdoor advertisements to attract
customers to use our online and outdoor advertising services.

Online advertising services

According to the CIC Report, China’s online advertising market in terms of
advertisers’ expenditure increased from approximately RMBI147.5 billion in 2014 to
approximately RMB348.1 billion in 2018, representing a CAGR of approximately 23.9%.
The market size is expected to grow further at a CAGR of approximately 13.8% to
approximately RMB664.3 billion in 2023. Given the increasing popularity and the larger
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audience base of online advertising, our customers’ demand on online advertising services
has increased significantly, which was evidenced by the increase in revenue generated from
our online advertising services by approximately 664.8% from 2016 to 2017 and
approximately 490.8% from 2017 to 2018. In view of this, our Directors believe that
there will be considerable business opportunities generated from our online advertising
services in the future.

Our Group entered into first contract of our online advertising services upon the
request of our customer in 2011. During the Track Record Period, we have built up an
extensive supplier network, particularly with the advertising agents, for our online
advertising services gradually and will continue to expand such network. Through
sourcing from those advertising agents, we are able to communicate and develop
relationships with operators of various major online platforms in the PRC. We intend to
expand and strengthen our relationships and network with these online advertising
resources suppliers, which are generally large in scale and possess online advertising
resources with high popularity.

China’s online advertising media services market is fragmented and competitive with
over 5,000 online advertising media services providers, with the top five online advertising
media service providers accounted for approximately 20.1% of the online advertising media
services market by revenue in 2018, according to the CIC Report. Despite the
competitiveness of the online advertising market, leveraging on our expertise in content
marketing accumulated from offering soft-sell TV advertising services and the fact that
most of popular TV series and variety shows will also be broadcasted on online video
platforms, we intend to expand our online advertising services business by developing
content marketing in online platforms through cooperating with operators of online video
platforms to assist customers in purchasing advertising rights in variety shows or TV series
to be played on online video platforms. For customers who have already purchased or
potential customers seeking for soft-sell advertising rights on TV channels, we will propose
the options to further purchase the advertising rights in the same variety shows or TV series
to be broadcasted on online video platforms to maximise the advertising effects and allow
the advertisements to reach not only TV audience, but also internet viewers. This allows our
Group to enhance the attractiveness and effectiveness of our advertising proposals.

In order to further expand our online advertising services and capture the potential
business opportunities in the online advertising market, we plan to (i) recruit additional
staff who will primarily be responsible for expanding our customer base in online
advertising and conducting analysis and formulating online advertising solutions; and (ii)
purchase data relevant to the provision of our online advertising services. These data
primarily includes AdTracker, mUserTracker, Video Tracker and Miaozhen Admonitor,
which can be used for (i) analysing the behaviour of internet users and the influence of
online advertising resources and platforms to offer online advertising solutions with higher
precision; (ii) monitoring the execution through, for instance, tracking the number of
impressions and clicks of the online advertisements; and (iii) evaluating the effectiveness of
online advertising solutions such as calculating the number of impression of the online
advertisements. Our Directors believe our capabilities in the providing online advertising
services could be strengthened through adopting such strategies.
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Outdoor advertising services

According to the CIC Report, China’s outdoor advertising media services market in
terms of advertisers’ expenditure has experienced a steady growth in recent years, increasing
from approximately RMBS58.0 billion in 2014 to approximately RMB66.9 billion in 2018,
with a CAGR of approximately 3.6%. The outdoor advertising market is expected to
continue to grow at a CAGR of approximately 6.0% from 2018 to 2023. Nevertheless,
China’s outdoor advertising media services market is competitive with approximately
400,000 outdoor advertising service providers, with the top five outdoor advertising service
providers accounted for approximately 36.6% of the outdoor advertising services market by
revenue in 2018. Despite the competitiveness of the outdoor advertising market, the total
revenue generated from our outdoor advertising services increased by approximately
199.4% from 2017 to 2018.

In the outdoor advertising service market, according to the CIC Report, subway TV
advertising is a cost effective advertising method as (i) its cost is comparatively lower than
advertisements to be broadcast on TV channels; (ii) the reach rate of the subway TV
advertisement is high; and (iii) it has a stable audience share primarily consisting of white
collar and middle class. In addition, the number of cities which has started subway
operation increased from 22 in 2014 to 35 in 2018, and the length of subway in China
increased from approximately 2,073 kilometres to 4,354 kilometres in the corresponding
period. Our Directors believe that the demand for such a cost-effective advertising method
will continue to increase and our Group will strive for capturing such business
opportunities.

In December 2018, we collaborated with four subway advertising agent suppliers who
have granted us the rights to place subway TV advertisements relating to the promotion of
movies and TV series on various subway lines in Suzhou, Nanjing, Xi’an and Ningbo in
2019. For the four months ended 30 April 2019, and subsequent to the Track Record Period
and up to the Latest Practicable Date, we have entered into two and two contracts,
respectively, to assist customers to place subway TV advertisements on various subway lines
in several cities in the PRC, such as Zhengzhou, Guangzhou, Tianjin, Shanghai, Beijing and
Ningbo. Through engaging us, our customers are able to place advertisements on subways
in various geographical locations in the PRC as we have the network to source specific
advertising resources from the relevant suppliers or advertising agents.

We intend to expand our position in the outdoor advertising market by (i) exploring
more potential customers to place advertisements on subways in which we are able to source
subway advertising resources through communicating with (a) our existing TV, online or
outdoor advertising customers to promote the subway advertising platforms by offering
them multi-channel advertising proposals covering TV, online and/or subway
advertisements to increase the attractiveness and effectiveness of the proposals; and (b)
drama production firms for placing trailers and advertisements for their TV series, dramas
and movies in subways; (ii) expanding our subway TV advertising services through
purchasing advertising time slots in subway TV; and (iii) recruiting additional staff who will
primarily be responsible for expanding our customer base in outdoor advertising market,
especially subway TV advertising through offering customers more options on the type of,
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and the platforms for placing, subway advertisements, and sourcing and coordinating with
the advertising agents offering outdoor advertising services and the ultimate outdoor
advertising resources suppliers.

Strengthen our strategy formulation and data analytical capabilities

In order to maintain our competitiveness in the fragmented advertising markets,
enlarge our customer base and diversify our service offerings, it is crucial to strengthen our
strategy formulation capabilities in (i) knowing the latest market trend; (ii) satisfying the
demand of our customers; and (iii) analysing different forms of advertisements so
advertising solutions best suitable for our customers could be formulated to achieve the
marketing objectives of our customers.

During the Track Record Period, due to our budget consideration, we only utilised
data base of basic versions, which incurred a much lower cost. However, these data base of
basic versions have (i) a smaller coverage on the types of data included, for example, it only
covers data in popular industries and brand owners of a large scale; (ii) a slower delivery
time which generally takes several days after we placed an order and lengthens the response
time of our Group to its customers; and (iii) limitation on the number of delivery of data
which restricts the data we could utilise. With advanced version of data base, our Group
will be able to obtain large coverage of data immediately without any time lag and
limitation on the number of delivery.

In order to strengthen our strategy formulation, monitoring and evaluation
capabilities, we intend to upgrade the current version of our data base or purchase more
comprehensive market and industry data. For example, more industry data on consumer
behaviour and preference would allow us to offer advertising solutions with higher
precision targeted at consumers selected by our customers. More comprehensive data for
monitoring the execution of advertising solutions on multiple channels including TV, online
and outdoor platforms would allow us to strengthen our capability as a multi-channel
advertising service provider. More data for evaluating the effectiveness of our TV
advertising solutions would allow us to strengthen our market position in the TV
advertising media services market in China. Furthermore, we plan to (i) expand our strategy
formulation department through recruiting additional employees to facilitate the data
analysis and research on various advertising resources and latest advertising methods; and
(i1) upgrade our IT facilities to enhance our data analytical capabilities. We also intend to
organise training programmes and invite experts in the advertising market to give seminars
to our staff in strategy formulation department in order to keep the staff abreast of the
latest trend and development in the advertising market.

Implementation of our business strategies

For further details on the implementation of the abovementioned business strategies,
please refer to the section headed “Future plans and use of proceeds” in this prospectus.
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OUR BUSINESS MODEL

We are an established advertising service provider in the PRC, primarily focusing on
TV advertising services. During the Track Record Period, our Group generated revenue
from the following services including: (i) TV advertising services; (ii) online advertising
services; (iii) outdoor advertising services; and (iv) other advertising services. We provide a
wide variety of advertising services to our customers including data analysis, marketing
strategy planning, advertising solution formulation, sourcing of advertising solutions,
overall coordination and/or execution and evaluation of the effectiveness of the
advertisements. Please refer to the paragraphs headed “Our Principal Business” and “Our
Operational Workflow of our Advertising Services” in this section for details of the types of
advertising services we offer.

The following chart sets forth our business model in providing our TV, online and
outdoor advertising services:

Marketing Media resources
objectives ‘r 7777777777 *‘ sourcing Advertising Execution
Advertisers ) | Our Group I resources suppliers, _ Consumers
or advertising agents Lo | or advertising agents
Proposal, execution « a i
report and evaluation Execution reports

We generally identify the marketing objectives and demand of our customers and then
formulate customised advertising proposals for them. After receiving confirmations from
our customers on the advertising resources to be acquired, we purchase the relevant
advertising resources from our suppliers before execution. Once the execution of the
advertising solution is completed, we provide execution reports and/or evaluation reports to
our customers.

OUR PRINCIPAL BUSINESS

During the Track Record Period, our Group provided the following types of
advertising services to our customers: (i) TV advertising services; (ii) online advertising
services; (iii) outdoor advertising services; and (iv) other advertising services. The following
table sets forth the breakdown of our revenue by service type during the Track Record
Period:

For the year ended 31 December For the four months ended 30 April
2016 017 2018 2018 2019
RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%)
(unaudited)
TV advertising services 306,783 98.0 598,730 90.6 527,043 07.3 184,695 §7.1 117,275 437
Online advertising services 4334 1.4 33,148 5.0 195,839 25.0 8,863 42 125,372 46.7
Outdoor advertising
services — — 17221 2.6 51,568 0.6 15,845 1.5 24410 9.1
Other advertising services
(Hote) 1,965 0.6 11,513 1.8 8,914 1.1 2,51 1.2 1,347 0.5
Total 313,082 1000 660,612 1000 783,364 1000 211,930 100.0 268,404 100.0
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Note: Other advertising services include our services relating to the placement of advertisements on
radio channels, newspapers and magazines, and organisation of marketing events.

(I) TV advertising services

According to the CIC Report, the nature of TV advertising services can be divided into
two categories: (i) hard-sell advertising which includes placement of traditional
advertisements during TV advertising time slots; and (ii) soft-sell advertising which
includes implantation of soft-sell advertisements in variety shows and TV series such as
product placement, title sponsorship, subtitle advertisement and verbal slogan. Hard-sell
advertising refers to an advertising approach which is especially direct and uses insistent
language, and is focused on attracting a consumer to purchase the advertised products or
services in short-term. On the other hand, soft-sell advertising is more subtle and indirect,
and is designed to influence the consumer by inducing positive emotional response that is
associated with the advertised products or services. Soft-sell TV advertisements generally
are supplemented with hard-sell TV advertisements to form advertising solution packages.

The table below sets forth the breakdown of revenue generated from our TV
advertising services which consist of (i) hard-sell TV advertisements; and (ii) advertising
solution packages, and the percentage contribution to our total revenue in TV advertising
services by nature for the periods indicated:

For the year ended 31 December For the four months ended 30 April
2016 017 2018 2018 2019
RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%)
(unaudited)
Hard-sell TV
advertisements 175,376 572 318454 532 290,752 55.2 126,909 08.7 94,484 80.6
Advertising solution
packages """ 131,407 428 280276 468 236,291 448 57,786 313 2,791 194
Total 306,783 100.0 598,730 100.0 527,043 100.0 184,095 100.0 117,75 100.0

Note: Advertising solution packages generally include soft-sell TV advertisements supplementing with
hard-sell TV advertisements.

(a) Hard-sell TV advertisements

Placement of traditional advertisements during TV advertising time slots is a kind of
hard-sell TV advertising. We assist customers to place their advertisements during
advertising time slots of TV channels. We consolidate the advertising time slots available
from different TV stations. As such, our customers are enable to access to advertising
resources from more TV stations and channels in an effective way.

During the Track Record Period, we generated approximately RMBI175.4 million,
RMB318.5 million, RMB290.8 million and RMB94.5 million, representing approximately
57.2%, 53.2%, 55.2% and 80.6% of our total TV advertising revenue, respectively, from
our hard-sell TV advertising services.

- 136 -



BUSINESS

(b) Advertising solution packages

The advertising solution packages we offer generally include implantation of soft-sell
TV advertisements in variety shows and TV series, supplementing with hard-sell TV
advertisements. Soft-sell TV advertisements are usually content-related and have become
more popular among advertisers and audiences especially younger audiences in recent years.
Examples of soft-sell advertisements to be implanted in variety shows and/or TV series
during the Track Record Period are (i) placement of advertised products in variety shows or
TV series (i.e. product placement); (ii) title sponsorship which involves purchasing the right
to sponsor the title of a variety show or a TV series so that the brand name of the
advertisers can be inserted next to the title of the variety show or TV series; (iii) subtitle
advertisement which involves purchasing the right to insert subtitles relating to the
advertised products in variety shows; and (iv) verbal slogan which involves purchasing the
right to insert product-related verbal slogans in variety shows to be presented by the hosts
or the guests.

For soft-sell TV advertisements, we apply the content marketing approach to implant
the advertised products, services or brands in variety shows or TV series in a natural and
subtle way through formulating a set or scene matched with such advertised products,
services or brands. Please refer to the paragraph headed “Our Departmental Functions — 1.
Strategy formulation” in this section for further details on content marketing. In recent
years, various variety shows have gained high viewership and reputation, which made
advertising rights to implant soft-sell TV advertisements during the variety shows attractive
and valuable to advertisers. Our Group seized the opportunity and successfully provided
soft-sell TV advertising services to our customers in these variety shows such as (i) “Star
Chef” (EBIEF]) from 2014 to 2016; (ii), “Xianchu Dangdao”* (fREI&E#H) in 2017; (iii)
“Three Gardens”* (=fHFZ ) from 2017 to 2018; and (iv) “Knowledge is Power” <F5k il
& JJ&) in 2018 produced by Jiangsu TV for one of our major customers, the advertiser of
a home appliances manufacturer headquartered in Qingdao.

In addition, we have acquired the exclusive right to deal with the soft-sell TV
advertising rights in the Parent-child Variety Show through contracting with a TV station in
Beijing in November 2018. Please refer to the paragraph headed “Exclusive soft-sell
advertising rights in the Parent-child Variety Show” in this section for details.

During the Track Record Period, we generated revenue of approximately RMB131.4
million, RMB280.3 million, RMB236.3 million and RMB22.8 million from our advertising
solution packages, representing approximately 42.8%, 46.8%, 44.8% and 19.4% of our
total TV advertising revenue, respectively.

(IT) Online advertising services

We generally source online advertising resources such as the rights to place
advertisements on online platforms from advertising agents. We offer online advertising
resources to both advertiser customers such as online game and mobile game companies and
agent customers. We provide intermediary services to assist our customers to identify and
select the relevant online advertising resources suppliers so the advertisements of our
customers could be placed on a wide variety of online platforms such as websites, search
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engines, applications and social media platforms. We offer customers suggestions on the
forms of online advertisements and the types of online platforms after analysing the
preference and behaviour of internet users, characteristics and effectiveness of various
online platforms and the types of online advertising services used by competitors of our
customers. Please refer to the paragraph headed “Our Departmental Functions — 1.
Strategy formulation” in this section for further details on the formulation of online
advertising solutions.

The major forms of online advertisements we provide include advertising text, images
and videos. We normally place our online advertisements through (i) in-feed advertising by
which the online advertisements match with the form and function of the platform upon
which it appears; (ii) search engine advertising by which (a) searching key words specified
by the advertisers on the search engines would allow advertisers’ webpage to appear as a
sponsored link next to the search results, and (b) the ranking of the online advertisements in
search engine result pages would be improved; and (iii) display advertising by which
promotional messages would be appeared on websites, applications or social media
platforms through banners or other advertisement formats made of text, images, flash and
video.

In placing the advertisements online, we sometimes offer services relating to real time
bidding to our customers. We assist customers to place advertisements on websites or
mobile applications through third party Ad Exchange platforms to targeted internet users
which are selected according to the database relating to the users’ interests, searching
history, browsing history and the track of previous activities of the internet users. Our
Directors believe that this type of targeted advertising approach allows our customers to
target their desired audience and spend their advertising budgets more effectively where
they are most likely to achieve the goal of their advertising plan and to maximise the use of
advertising space.

As we promote the brands, products or services of our customers through attracting
internet users to view or click the advertisements placed on online platforms, we generally
charge our customers on CPM or CPC basis. An advertisement generates an “impression”
when the advertisement page or content is displayed. CPM refers to the cost per 1,000
advertisement impressions. Some viewers who have seen the display will click through the
advertisement. CPC refers to the cost per each click-through of the advertisement. Please
refer to the paragraph headed “Customers — Agreements with our customers” in this
section for further details of the terms of payment.

(IIT) Outdoor advertising services

We assist our customers to identify and select the relevant outdoor advertising
resources suppliers so advertisements could be placed on outdoor platforms such as LED
screens on or in buildings, highways, subways or advertising light boxes in car shelters, the
rights of which are sourced from advertising agents possessing such outdoor advertising
resources.
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According to the CIC Report, China’s outdoor advertising market in terms of
advertisers’ expenditure has experienced a steady growth in recent years and the number of
cities having subway operation increased from 22 in 2014 to 35 in 2018. Our Directors
intend to expand our subway TV advertisement business. In December 2018, our Group
collaborated with four subway advertising agent suppliers who have granted us the rights to
place subway TV advertisements relating to the promotion of movies and TV series on
various subway lines in Suzhou, Nanjing, Xi’an and Ningbo in 2019. For the four months
ended 30 April 2019, and subsequent to the Track Record Period and up to the Latest
Practicable Date, we have entered into two and two contracts, respectively, to assist
customers to place subway TV advertisements on various subway lines in several cities in
the PRC, such as Zhengzhou, Guangzhou, Tianjin, Shanghai, Beijing and Ningbo.

OUR PROJECTS

The following set forth the breakdown of revenue and number of projects by project
size during the Track Record Period:

For the four months

For the year ended 31 December ended 30 April
2016 2017 2018 2019
Number of Number of Number of Number of
Project size projects  Revenue projects  Revenue projects  Revenue projects  Revenue
(RMB) RMB’000 RMB000 RMB’000 RMB’000
Within 1 million 17 5,032 14 3,305 10 3,942 10 2,230
1-10 million 27 81,417 17 58,165 20 61,319 10 24,139
10-20 million 6 71,557 1 14,388 6 86,511 5 46,856
20-40 million 1 23,472 6 133,380 13 278,180 4 47,097
Over 40 million 3 131,604 7 451,374 10 353,412 4 148,082
Total 54 313,082 45 660,612 59 783,364 36 268,404

During the Track Record Period, there was a growing number of projects with larger
project size. For the years ended 31 December 2016, 2017 and 2018 and the four months
ended 30 April 2019, we had three, seven, ten and four projects of over RMB40.0 million,
which generated approximately 42.0%, 68.3%, 45.1% and 55.2% of our total revenue,
respectively.
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The following table sets forth the range of project fees charged by our Group and the
average project sum of our TV, online and outdoor advertising services, the project fees and
the project sum of which were categorised based on the year when the relevant contract was
entered into, during the Track Record Period:

For the four months
For the year ended 31 December ended 30 April
2016 2017 2018 2019
Range of Average Range of Average Range of Average Range of Average
project fees  project sum  project fees  project sum  project fees  project sum  project fees  project sum
RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000 RMB000

TV advertising services 14-119,900 9,840 4-199,7117 22,578 245-145,552 21,931 300-65,000 12,528

Online advertising
services 20-3,859 769 15,340-20,000 17,670 350-63,847 14,014 40-69,211 16,071

Outdoor advertising
services — — 1,200-9,640 6,120 410-22,034 8,068 79-33,936 8,851

We generally contract with our customers on a project basis for the provision of our
advertising services. During the Track Record Period, we entered into 53, 40, 51 and 19
projects, respectively. The following table sets forth the rolling backlog of our projects by
number and project sum during the Track Record Period:

For the four months

For the year ended 31 December ended 30 April
2016 2017 2018 2019
Number of Project Number of Project Number of Project Number of Project
projects sum projects sum projects sum projects sum
RMB’000 RMB’000 RMB000 RMB’000

Opening balance

as at 1 January 1 6,966 5 135,438 8 523,111 14 281,843
Addition of new

contracts by

contract amount’ 53 430,663 40 720,746 51 815,409 19 279,796
Completed contracts’ 49 302,191 37 333,073 45 1,056,677 20 367,120
Closing balance as at

the end of the

relevant period 5 135,438 8 523,111 14 281,843 13 194,519
Notes:

1. The contract amount of new contracts indicated was tax inclusive.
2. The project sum of completed projects refers to the project sum of the contracts which were

completed in the corresponding year or period, not representing the revenue recognised in the
respective year or period.
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The following table sets forth the rolling backlog of our projects by outstanding
contract sum during the Track Record Period:

For the four
months ended

For the year ended 31 December 30 April
2016 2017 2018 2019
RMB’000 RMB’000 RMB’000 RMB’000
Opening balance as at 1 January 1,095 92,016 113,972 99,591
Add: Value of new contracts
awarded in the relevant period’ 405,515 686,390 772,933 263,959
Less: Revenue recognised in the
relevant periodz 314,594 664,434 787,314 270,289
Outstanding contract sum of
projects as at the end of the
relevant period 92,016 113,972 99,591 93,261
Notes:
1. The value of new contracts was tax exclusive.
2. The difference between the revenue stated in the above table and the revenue recognised was

approximately RMBI1.5 million, RMB3.8 million, RMB4.0 million and RMB1.9 million during the
Track Record Period, respectively, which is the impact of the tax surcharges.

As at the Latest Practicable Date, we had a total of 22 ongoing projects with a total
outstanding contract sum of approximately RMB302.4 million, of which revenue of
approximately RMB267.1 million is expected to be recognised in 2019 subsequent to the
Latest Practicable Date based on the management’s estimation and taking into account the
respective existing timetable. In addition, there were six ongoing online advertising projects
in which the contract sums were not stipulated in their respective contracts, and the amount
will be based on the execution of the online advertising solutions. The amount of online
advertising resources purchased by the relevant customers of these six online advertising
projects from January to September 2019 ranged from approximately RMB12.4 million to
RMB69.2 million. The customers of these projects include online advertising agents, mobile
games developers and technology companies.

OUR OPERATIONAL WORKFLOW OF OUR ADVERTISING SERVICES

We are committed to providing customised advertising services pertaining to the
characteristics and marketing objectives of our customers. We provide flexibility in our
service offerings so that our customers can select specific types of advertising services to
form an advertising solution that best suits their marketing objectives. Our Directors
consider the provision of a wide spectrum of advertising services including data analysis,
marketing strategy planning, advertising solution formulation, sourcing of advertising
resources, overall coordination and/or execution, and evaluation of the effectiveness of the
advertisements allows us to differentiate ourselves from our competitors.
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For illustration purpose, a simplified operational workflow for the provision of our
advertising services to our customers is outlined below:

Step Workflow Estimated time

* Our sales department (i) identifies new customers based on market data available or through
tender invitations; and (ii) communicates with existing customers to identify their needs and

1. Contacting marketing objectives regularly.

customers

* Our sales department communicates with our customers and records their specific instructions,
|| needs, budget and marketing objectives and consult our media operation department r 1-2 days
2_‘ Customers and strategy formulation department.
instructions J
* Our strategy formulation department formulates a proposal covering the marketing strategies,
types of advertisements and advertising resources based on our data analysis, the needs w 1-2 weeks
SESlElC  and the budget of our customers.
formulation J
« After receiving confirmation from our customers on the proposal, our media operation
department negotiates the price with the relevant advertising resources suppliers and [ 1-7 days
4. Media formulates an execution plan according to the proposal. Y
negotiation J
« After confirming and signing contracts with our customers, our media operation department
engages the relevant suppliers to purchase the advertising resources. ~ 1-3 days
5. Engagement
~
* Our media operation department coordinates with the relevant advertising resources suppliers | 1-12 months
to execute and implement the advertising solutions according to the timetable.
6. Execution )
* Upon successful execution, our Group will issue invoice to our customers to settle our payment.
7. Completion

and J

payment

Step 1 — Identify and communicate with customers

We generally identify new customers (i) based on market data available; or (ii) through
finding suitable tender invitations for a marketing campaign. We also communicate with
our existing customers closely to identify their needs and marketing objectives regularly.
Upon request from certain customers, some projects were secured through tendering. We
may be required to pay a deposit during the tender application process. Please refer to the
paragraph headed “Our Departmental Functions — 3. Sales and marketing” in this section
for further details.

Step 2: Instructions from customers

Our sales department communicates with our customers on their specific instructions,
needs, budget and marketing objectives, and records such information in an information
sheet. Based on the information sheet, our sales department will consult our media
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operation department on the advertising resources available which are suitable for our
customers. Please refer to the paragraph headed “Our Departmental Functions — 2. Media
operation — Sourcing advertising resources” for further details. Our sales department will
then pass the information sheet together with suggestions on the advertising resources
provided by our media operation department to our strategy formulation department for
formulating an advertising solution tailor-made for the customer.

Step 3: Strategy formulation

After receiving the information sheet detailing our customer’s instructions, marketing
objectives and budget from the sales department and suggestions on the advertising
resources provided by our media operation department, our strategy formulation
department will hold meetings to brainstorm and formulate a proposal covering the
marketing strategies and the types of advertisements tailor-made for such customer. The
content of our proposal generally covers data analysis on market trend, consumers’ demand
and behaviour, strengths of different advertising resources and the estimated effectiveness
of the advertising solutions proposed. Our proposal will further cover creative contents or
ideas to be added in the soft-sell advertisements and the degree of matchability between the
advertising resources and the advertised products in respect of the advertising solution
packages. Online and outdoor advertising solutions will be covered in the proposal
sometimes to address the diverse advertising needs of our customers. Please refer to the
paragraph headed “Our Departmental Functions — 1. Strategy formulation —
Formulation of advertising solutions” in this section for further details.

Our sales department will present the proposal to our customer for consideration.
Step 4: Media negotiation

After receiving confirmation from our customers on the proposal, our media operation
department will request for fee quotes from and negotiate the fee with the relevant
advertising resources suppliers. If it is a TV advertising solution involving implantation of
soft-sell advertisements in variety shows or TV series, our media operation department will
also discuss the execution of the implantation of advertised products in the variety shows
with the relevant suppliers or their production teams.

After confirming the fee of each advertising resource, our media operation department
will formulate an execution plan including the time and the duration for the execution.
Please refer to the paragraph headed “Our Departmental Functions — 2. Media operation”
in this section below for further details on the roles of our media operation department. The
price and the execution plan will be provided to our customers through our sales
department for final confirmation.

Step 5: Engagement

After confirming the price and execution plan, we sign contracts with our customers.
Our media operation department will then engage the relevant suppliers to purchase the
advertising resources. Our suppliers generally require us to settle payment before execution
of the advertising solutions. For a few TV station suppliers, deposits to suppliers are
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required sometimes and will be used to set off against the purchase. Please refer to the
paragraph headed “Suppliers — Agreements with our suppliers” in this section for further
details of the terms of payment.

For customers in certain industries such as foods and beverages and pharmaceuticals
industries, we obtain permits approving the production of the advertised products issued by
the relevant government authorities from our advertiser customers and passed to TV
stations for further examination.

Step 6: Execution of advertising solution

After contracting with the relevant suppliers, we will coordinate with them to execute
the advertising solutions according to the execution plan such as the broadcasting schedule
as stated in the final proposal or the contract. Please refer to the paragraph headed “Our
Departmental Functions — 2. Media operation — Executing advertising solutions” in this
section for further details.

Step 7: Completion and payment

For TV advertisements, we will provide our customers with (i) broadcast confirmations
issued by the TV stations; and/or (ii) reports showing the broadcasting data purchased from
third party market research companies after the broadcast. We will continue to monitor the
broadcast during the term of the contract. We generally require settlement of our payment
within three to 90 days after the execution of our TV advertising solution and the receipt of
broadcast confirmations and/or broadcasting reports by customers. For a few customers,
we demand payment by instalments or in full prior to the execution. For some contracts
with a relatively large contract sum from one of our major customers, we negotiated with
that customer for payments in advance before the execution of the TV advertising projects
in view of our prepayments to suppliers.

For online advertisements, our suppliers will provide us either (i) an online account for
customers to check the execution status or the record of the advertisements; and/or (ii) a
monthly statement showing the number of clicks or impressions each month. We generally
require settlement of our payment within five to 60 days after the execution of the online
advertising solution each month.

For outdoor advertisements, our suppliers will provide us proof of execution such as
execution reports with photos showing the advertisements had been placed on the relevant
outdoor platforms. We generally require settlement of our payment by two instalments
within one to two months upon signing of contract and upon the final execution of the
outdoor advertising solution.

Upon request of our customers, our strategy formulation department will issue
evaluation reports to evaluate the effectiveness of our TV advertising solutions qualitatively
and quantitatively by analysing the broadcasting data. Please refer to the paragraph headed
“Our Departmental Functions — 1. Strategy formulation — Evaluation” in this section for
further details.
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OUR DEPARTMENTAL FUNCTIONS

The following sets out the main functions of each of our (i) strategy formulation
department; (ii) media operation department; and (iii) sales department.

1. Strategy Formulation

Our strategy formulation department is mainly responsible for (i) the provision of
advertising services including (a) analysing industry data such as consumer behaviour,
competitive landscape of various industries and characteristics of advertising resources, (b)
formulating customised advertising solutions, and (c) evaluating executed advertising
solutions; and (ii) the marketing and promotion of our Group.

Our strategy formulation department is headed by Mr. Shan Zhan who has
approximately nine years of experience in conducting data analysis and market research
in the advertising market. He was invited to be the final judge of the 11th Golden Vision
Awards (38114 % 4%) in April 2019.

Formulation of advertising solutions

In order to formulate a TV advertising solution tailor-made for our customer, our
strategy formulation department will undergo a data analysis process. We analyse the
market and industry data purchased from a third party market research company through
considering factors such as (i) brand image of our customer; (ii) consumer behaviour in the
relevant industry; (iii) competitive landscape of the relevant industry; and (iv) market
condition and target audience of each advertising resource. For example, we will consider
the behaviour and preference of our targeted consumers to recommend particular TV
channels or variety shows to our customers. If our customer faced intense competition in
targeted provinces, we will recommend our customers to increase the broadcasting
frequency of the advertisement and/or choose to place soft-sell advertisements to increase
the brand exposure of our customers.

In particular, for soft-sell TV advertisements, we evaluate each variety show through
our self-developed analytical model, RAM Programmes Resource Value Evaluation System
(RAMH H EIREEFF5#E R), to analyse factors such as (i) the value of a variety show
which is determined by the viewership of the TV channel it belongs to, the viewership and
review of the variety show on previous seasons; (ii) the experience of the production team
and the popularity of the guests participated; and (iii) the degree of matchability between
the advertised products and/or services and the variety show. Based on these analysis and
after considering the needs and the budget of our customers, we will decide the proposed (i)
marketing strategies for our customer; (ii) types of advertising resources; (iii) forms of
advertisements; and (iv) creative contents or ideas and the implantation methods of soft-sell
TV advertisements. For soft-sell TV advertisements, we apply the content marketing
approach to implant the advertised products, services or brands in variety shows or TV
series in a natural and subtle way through formulating a set or scene matched with such
advertised products, services or brands. For example, we create a game in a variety show in
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which the advertised products must be used by the guests during the game. Sometimes, we
supplement a TV advertising solution with proposals of online and/or outdoor
advertisements to address the diverse advertising needs of our customers.

For online advertisements, we formulate online advertising solutions to allow our
customers to choose the forms of advertisement and online platforms most suitable for their
needs. We generally give them suggestion on the above after analysing (i) the preference and
behaviour of internet users; (ii) the types and degree of online advertising services used by
competitors of our customers; (iii) competitive landscape of the relevant industry; and (iv)
the characteristics and effectiveness of various online platforms.

Examples of proposals of our major projects

The following tables set forth an illustration of the proposals of our major TV, online
and outdoor advertising projects undertaken:

TV Advertising Projects
Project A Project B

Year 2016 2019

Customer’s marketing
objectives

Factors or data to be
considered

Targeted consumers:
young adults aged from 25
to 45

Marketing campaign to be
launched covering the
period during Chinese
New Year

Customer is an industry
leader in ready-to-drink
tea industry

Viewership of various TV
channels during Chinese
New Year

Viewership and targeted
audience of various
variety shows

Matchability of the

advertised product and
the variety show
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Targeted consumers:
middle and high income
group aged from 25 to 45

A whole-year TV
advertising campaign in
first-tier provincial
satellite TV stations

Budget: approximately
RMB50.0 million

Viewership of various TV
channels in 2018

Viewership of various
popular variety show

produced by first-tier

provincial satellite TV
stations in 2018

Advertising resources in
variety shows which are
available and their
respective proposed
broadcasting timetable in
2019
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Proposals

Project A

Aimed to consolidate the
leading position in the
industry

Proposed a variety show
targeted at young adults
that will be broadcasted
during Chinese New Year
in a first-tier provincial
satellite TV station in
Zhejiang with high
viewership

Proposed soft-sell
advertising rights which
are more appealing to
young adults

Proposed title sponsorship
after comparing with
other soft-sell advertising
rights:

> title sponsorship:
RMB120.0 million
for 34,008 seconds for
showing the brand
logo next to the title
of the show

> special sponsorship:
RMB60.0 million for
864 seconds showing
the brand

Proposed several plots
and verbal slogans in
which the advertised
product and the brand
could be implanted
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Project B

Aimed to increase its
market share and
consolidate the leading
position in the industry

Proposed six proposals
covering variety shows in
three first-tier provincial
satellite TV stations

Presenting the cost,
viewership and airtime of
each proposal by graph to
show their respective
value and cost
effectiveness
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Project A

Resources purchased Advertising package including
but not limited to (i) soft-sell
advertising rights such as
title sponsorship and verbal
slogans in the variety show
proposed; and (ii) hard-sell
TV advertisements

Contract amount RMB120.0 million

Online Advertising Projects

Project C
Year 2018
Customer’s marketing e Targeted consumers:

objectives young adults aged 18 to 25
who play mobile games

Factors or data to be ° Customer is a mobile
considered game developer

e  Customer encountered
difficulty in reaching
targeted consumers in
traditional advertising
platforms such as TV and
printed media

e  Social media is an
important platform for
targeted consumers to
encounter new mobile
games
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Project B

Advertising package including
but not limited to (i) soft-sell
advertising rights of five
variety shows such as title
sponsorship and product
placement which were
mentioned in our proposals;
and (ii) hard-sell TV
advertisements

RMB65.0 million

Project D
2019

e Targeted consumers: adults
aged 25 to 34 who are
white-collar workers

° Customer is a new mobile
game developer

e  The first marketing
campaign launched by the
customer

e  Budget: approximately
RMB30.0 million

e Leading social media
platforms are the
preferred advertising
platforms
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Proposals

Resources purchased

Revenue

Project C

e Aimed to increase the
popularity of the mobile
game of the customer and
its market share

e  Proposed to place
advertisements on leading
online social media
platforms in the PRC and
a leading mobile
application for reading
news

e Proposed types of online
advertisements included
in-feed advertisements,
photos, text which are
suitable for placing on
online or mobile social
media platforms

Online advertising rights for
placing advertisements on
the above online social media
platforms and a leading
mobile application for
reading news

RMB24.1 million
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Project D

Aimed to increase the
popularity of the mobile
game of the customer and
its market share

Proposed to place
advertisements on a
leading mobile application
for reading news in the
PRC, which has a high
reach rate to 25 to 34
years old white-collar
workers

Proposed types of online
advertisements included
in-feed advertisements,
display advertisements,
and video advertisements

Online advertising rights for
placing advertisements on
the above leading mobile
application for reading news

RMB28.3 million
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Outdoor Advertising Projects

Year

Customer’s marketing
objectives

Factors or data to be
considered

Project E

2018

Targeted consumers:
middle and high-income
individuals

Marketing campaign for
the launch of a new series
of products

Customer is a
manufacturer of Chinese
pharmaceutical products

Outdoor advertising is a
cost-effective way of
advertising due to its
relatively low cost and
ability to reach the
targeted consumers of the
customer (i.e. high-income

groups)

- 150 -

Project F

Targeted consumers:
potential park visitors
from core cities in the
PRC with high
consumption demand

Marketing campaign to
promote a scenic garden
park located in Shanghai
and to boost the number
of visitors during the
Labour Day holiday

Customer is an investor
and the operator of scenic
garden parks

Budget: approximately
RMBI10 million

Advertisements on LED
screens in commercial
buildings have a high
reach rate to the middle
and high-income group
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Proposals

Resources purchased

Project E

Proposed LED
advertisements, such as
large screens on external
wall of commercial
buildings in first-tier and
second-tier cities in the
PRC, which can maximise
the advertising effect to
white-collars

Proposed to expand the
platforms to LED screens
in the elevators and
lobbies inside commercial
buildings and malls in
first-tier and second-tier
cities in the PRC

Proposed placing
advertisements in public
transportation, including
subway stations, bus
stations, interior and
exterior of trains and
buses, walkways and on
roads

Outdoor advertising rights to
place advertisements on LED

Project F

Proposed to place
advertisements for at least
one month prior to the
Labour Day holiday

Proposed the
advertisements to be in
video form

Proposed to place
advertisements on LED
screens inside commercial
buildings to increase the
reach rate to the middle
and high-income group

Outdoor advertising rights to
place advertisements on LED

screens on (i) the external
wall and inside commercial
buildings; and (ii) car
shelters across core cities in
the PRC

Revenue RMB44.1 million

Evaluation

screens inside commercial
buildings in various core
cities in the PRC

RMB9.1 million

In respect of TV advertising solutions, our strategy formulation department will issue
evaluation reports which is prepared with reference to the reports showing broadcasting
data we purchased, upon request of our customers. We will evaluate the effects of the
advertisements through our self-developed analytical model, the RIF Model. We will
analyse market data purchased from third party market research companies such as the
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price and the viewership of various advertising resources, and broadcasting data such as its
viewership on the TV channels and online platforms, the number and types of audience
reached.

For illustrative purposes, the following sets forth samples of quantitative data which
were generally included in an evaluation report of a hard-sell TV advertising solution:

Gross  Number of

Number of rating people Cost per
broadcast’ point? covered® Price rating point*
Frequency RMB’000 RMB’000
(Time) (Approximate)  (Approximate)

An advertising project involving
hard-sell TV advertisements 2,333 524.1 489,421 122,634 234

Notes:

1. Number of broadcast refers to the frequency of the hard-sell advertisement being played. Each time

refers to a broadcast of the advertisement.

2. Gross rating point refers to a standard measure for measuring the effects of advertisement. It
represents the aggregate viewership from all the relevant broadcasting channels during the
broadcasting period.

3. Number of people covered refers to the number of people the advertisements can reach.

4. Cost per rating point refers to the average cost of achieving one rating point.

Through studying the data in the evaluation reports, our customers are able to (i)
understand the advertising effects of the advertising solutions in a quantitative way; and (ii)
compare such data with their competitors to fully evaluate the effectiveness of their
advertising solutions.

For soft-sell TV advertisements, we will further analyse the effect of the advertisements
implanted in variety shows by counting the frequency of appearance of such advertisements
in the variety show, the length of time of which the advertisements were shown in the
variety show and cap screening the relevant scenes with the advertisements implanted. We
will also monitor the search frequency of the variety show and the brand of our customers
in social media platforms and other online platforms. In 2016, our RIF Model was awarded
the “Eighth China Advertising Golden Vision Awards: Brand Management Model with the
Best Market Value” ((5/\mBEIES EamaE — REWTEEMGESMEEAR). This
demonstrates our strong data analytical capabilities, which enable us to stand out among
our competitors.

Our RIF Model

We evaluate the effectiveness of the advertising solutions through our self-developed
RIF Model when preparing evaluation reports. The RIF Model stands for three principles,
namely, “Reach”, “Implantation” and “Feedback”. Under the “Reach” principle, we
analyse the broadcasting data such as its viewership on the TV channels and internet, the
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number and types of audience reached and the provinces or platforms where the
advertisements were broadcast or placed. Under the “Implantation” principle, we analyse
data such as the frequency of the appearance of the advertisements in the variety show, the
length of time of which the advertisements were shown in the variety show, and cap
screening the relevant scenes with the advertisements implanted. We then quantify such
soft-sell advertising rights by the airtime, the size of logo, the matchability between the
products and the variety shows so as to calculate the value of a soft-sell TV advertising
solution, and compare such value with those of the competitors of our customers. Under the
“Feedback” principle, we monitor (i) the search frequency of the variety shows and the
brands of our customers; (ii) the number of newsfeeds relating to the variety shows and the
brands of our customers; and (iii) the number of views of such newsfeeds on social media
platforms and other online platforms.

The development cost of our RIF Model was estimated as approximately RMB345,000
incurred in 2014 and 2015, which primarily consisted of our staff costs and the fee to
acquire the relevant industry data. We did not incur large amount of data acquisition fee
when developing the RIF Model as (i) our Group primarily used data searched in the public
domain in formulating the analytical model; (ii) the RIF Model is just an analytical model
showing the methodology and procedures in evaluating TV advertising solutions, instead of
a data base, which was developed based on not only the purchased quantitative data, but
also the management’s experience in applying the methodologies in evaluation; and (iii) the
application of RIF Model is limited to evaluating TV advertising solutions, but not online
and outdoor advertising solutions.

Marketing and promotion

Our strategy formulation department is also responsible for the marketing and the
promotion of our Group by (i) setting up a public account on a social media platform to
post our advertisements, research results and articles; and (ii) publishing our
advertisements, articles and successful case studies in journals of the advertising industry
in the PRC.

2. Media Operation

Our media operation department is mainly responsible for (i) sourcing advertising
resources from suppliers; and (ii) executing and monitoring the implementation of an
advertising solution.

Sourcing advertising resources

For TV advertising resources, our media operation department gathers information of
advertising resources available such as variety shows to be broadcast in the coming year, TV
advertising time slots and the types of soft-sell TV advertisements through (i) attending
yearly or half-yearly advertising resources conference organised by TV stations; and (ii)
communicating with the staff in TV stations closely. We consolidate such information and
formulate a master list showing all the advertising resources available in each TV station
and circulate to our staff regularly. Our media operation department will communicate with
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the sales department and strategy formulation department on customers’ demand and make
suggestions on the advertising resources available. Once confirmed by our customer, we will
source the advertising resources from the relevant suppliers and negotiate with them.

For online and outdoor advertising resources, we generally offer our customers options
on the types of online and outdoor advertising resources and the advertising platforms
available based on the demand, marketing objectives and target consumers of our
customers. Our customers are able to access to a broad range of advertising resources
due to our long-standing relationships with the suppliers and supplier network. After our
customers have confirmed the types of advertising resources they would like to acquire, we
will source the advertising resources from our suppliers for advertisement executions. In
addition, as some of our customers have already decided the types, forms and platforms for
placing their online or outdoor advertisements before engaging us, our Group can assist
customers to identify the relevant suppliers and source the specific advertising resources for
our customers in an effective way.

Advertising resources

We generally purchase advertising resources from suppliers for executing advertising
solutions after our customers having confirmed the types and the amount of advertising
resources they would like to acquire. Therefore, our advertising resources were purchased
upon receiving customers’ instructions on the amount of advertising resources required,
without pre-purchasing any resources as inventories from the suppliers during the Track
Record Period. For some of our online advertising resources, the actual amount of
resources we purchased is confirmed after the execution of the online advertising solutions,
such as the number of impression and click.

(i) TV advertising resources

The following table sets forth the amount of TV advertising resources purchased
from suppliers and offered to customers and their respective procuring cost during the
Track Record Period:

For the four
months ended

For the year ended 31 December 30 April
2016 2017 2018 2019
Hard-sell TV advertising
resources
Airtime ( Minute) 5,191 28,725 21,073 3,762
Cost (RMB’000) 147,478 271,690 264,123 90,998
Soft-sell TV advertising
resources
Number of soft-sell
advertising rights (V"¢ 92 659 827 41
Cost (RMB’000) 117,623 255,463 204,063 19,135
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Note: Consistent with the industry practice, soft-sell TV advertisements are generally counted by
the number of soft-sell advertising rights being purchased, instead of by airtime. Each
soft-sell advertising right refers to a particular right such as title sponsorship and product
placement in an episode of a variety show or TV series.

(ii) Online advertising resources

During the Track Record Period, our customers generally place their
advertisements on online platforms such as Baidu.com, Alibaba, Tencent,
Toutiao.com and their subsidiaries, and a leading online music platform in the PRC,
websites of mobile games and mobile applications. The cost of revenue related to the
advertising rights on Baidu.com, Alibaba, Tencent, Toutiao.com and their
subsidiaries, which accounted for over 80% of the total online traffic, were
approximately RMB3.5 million, RMBO0.1 million, RMB108.6 million and RMB108.1
million for the three years ended 31 December 2018 and the four months ended 30
April 2019, respectively.

The following table sets forth the amount of online advertising resources
purchased from suppliers and offered to our five largest customers of our online
advertising services, the revenue of which accounted for approximately 100.0%,
100.0%, 89.4% and 98.2% of the total revenue generated from our online advertising
services, respectively, during the Track Record Period:

For the four

months ended

For the year ended 31 December 30 April
2016 2017 2018 2019

Types of online advertising

resources
Number of impression 125,345,000 833,859,000 8,074,184,460 5,628,759,333
Number of click — — 22,558,556 48,358,070
Number of download — 8,011,090 — —
Number of account being

registered 5,406 — — —
Display of advertisements

(Hour) 32 — — —
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(iii) Outdoor advertising resources

The following table sets forth the amount of outdoor advertising resources
purchased from suppliers and offered to customers during the Track Record Period:

For the four
months ended

For the year ended 31 December 30 April
2016 2017 2018 2019
Types of advertisements (Frequency) (Frequency) (Frequency) (Frequency)
Print or LED advertisements
on or in buildings] — 98 100,807 139,044
TV advertisements in
subways’ — — 7,843 31,774
Others’ — 644 17,398 2,683
Notes:
1. Each time refers to an hour.
2. Each time refers to a broadcast of an advertisement.
3. Each time refers to a day for advertisement placement. Others include advertising light boxes

in car shelters, advertisements on highway and inside subway cars.
Executing advertising solutions

For the execution of hard-sell TV, online and outdoor advertising solutions, our media
operation department is primarily responsible for coordinating with the relevant suppliers
and executing the advertising solutions according to the execution plan as stated in the
contract with our customers. For soft-sell TV advertisements, our media operation
department will ensure the advertisements will be implanted and delivered effectively by (i)
coordinating with the relevant TV stations and production teams before and during the
shooting; (ii) monitoring the execution process of the advertising solutions during the
shooting process to ensure the advertised products and/or advertising information are
properly implanted in the relevant set of the variety shows or the relevant scene of the TV
series; and (iii) previewing video clips showing the relevant soft-sell advertisements being
implanted in the variety shows during the editing process.

For online advertisements, our suppliers will provide us either (i) an online account for
customers to check the execution status or the record of the advertisements; and/or (ii) a
monthly statement showing the number of clicks or impressions each month.

For outdoor advertisements, our suppliers will provide us proof of execution such as
execution reports with photos showing the advertisements had been placed on the relevant
outdoor platforms.
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3. Sales and Marketing

Our sales department is mainly responsible for exploring new customers,
communicating with and maintaining existing customers, gathering information of the
customers and recording their needs, marketing objectives and budgets and passes such
information to our strategy formulation department, as well as presenting the final
advertising solution proposal to our customers. In addition, our sales team assists our
strategy formulation department and media operation department to conduct analysis on
customers’ specific needs, formulate advertising solutions and make suggestions on the
advertising resources. It also assists other departments in communicating with our
customers.

We believe effective marketing is essential to us in increasing our market share and
attracting potential customers. The following sets out our sales and marketing strategies:

Identifying and communicating with customers

We contact potential customers through making phone calls based on the market data
available including information of market players in different industries. We will then build
up relationships with these potential customers through providing relevant industry data,
offering preliminary advertising proposals or samples and conducting site visits.

We communicate with existing customers regularly to understand their specific needs,
obtain feedbacks on our advertising services and get a better understanding on the market
trend.

The following table sets out the number of and the breakdown of revenue by new and
recurring customers during the Track Record Period:

For the four months

For the year ended 31 December ended 30 April
2016 2017 2018 2019

Number Revenue  Number Revenue  Number Revenue  Number Revenue

RMB000 RMB000 RMB000 RMB’000

Recurring customers'?/ 17 258,175 15 532,626 17 624,564 22 257,539

New customers' "/ 10 54,907 12 127,987 12 158,800 4 10,865

Total 27 313,082 27 660,613 29 783,364 26 268,404
Notes:

1. New customers at a certain year/period refer to customers which engaged our Group for advertising

services for the first time in this year/period, since our incorporation in 2003.

2. Recurring customers at a certain year/period refer to customers which engaged our Group for
advertising services for the first time prior to this year/period, since our incorporation in 2003.
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For the year ended 31 December 2017 and 2018, there was an increase in the revenue
generated from new customers, primarily due to the new customers of our online and
outdoor advertising services as a result of the expansion of these two advertising services.

Identifying potential customers through tendering

We sometimes identify potential customers and projects through tendering. We
identify tender invitations through (i) communicating with potential customers regularly to
keep ourselves aware of any possibilities of tender invitations given by such customers; and
(i1) exploring public tender invitations through public information available. In respect of
tenders, our sales department will submit tender application documents together with a
proposal formulated by our Group. Our various departments collaborate in the tender
process to formulate customised proposals, which will generally set out the available
advertising resources and our recommended advertising solutions, after conducting data
analysis and considering the budget and characteristics of the potential customers. We have
cross-departmental collaboration in the tender process so that we benefit from each
department’s arecas of expertise to enhance our competitiveness. We are generally required
to submit tender documents including the proposal and the authorisation certificate issued
by the relevant suppliers such as TV stations or their advertising agents authorising our
Group the rights to deal with the advertising resources owned by such suppliers.

For the three years ended 31 December 2018, we had revenue generated from tenders of
approximately RMB28.1 million, RMB327.8 million and RMB256.6 million, representing
approximately 9.0%, 49.6% and 32.8% of our total revenue, respectively. For the
corresponding period, we had a success rate of tenders of approximately 50.0%, 85.7% and
42.9%, respectively, in terms of number of tenders. For the four months ended 30 April
2019, we made two tender applications and had a success rate of tenders of 50.0%. We did
not generate any revenue from the successful tender for the four months ended 30 April
2019.

EXCLUSIVE SOFT-SELL ADVERTISING RIGHTS IN THE PARENT-CHILD
VARIETY SHOW

Given China’s parent-child market has witnessed a rapid growth over the past few
years, we leveraged on our years of experience in the TV advertising industry to expand and
enhance our soft-sell advertising services through targeting a specific group of consumers
(i.e. parents) to capture the advertising business opportunities in this potential market. Our
Group contracted with a TV station in Beijing for the soft-sell advertising rights in the
Parent-child Variety Show in November 2018. It is a parent-child variety show in which the
hosts and the relevant experts provide professional advice on parenting, which is expected
to have 104 episodes. The show has been broadcast on a local TV channel on a weekly basis
and subway TV in Beijing since January 2019. According to the contract, our Group is
responsible for offering ideas for the content of the Parent-child Variety Show and the TV
station is responsible for its overall production. Both the TV station and our Group owned
the copyright of the Parent-child Variety Show. We have acquired the exclusive right to deal
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with the soft-sell TV advertising rights in the show including but not limited to title
sponsorship and the right to implant a eight-minute tailor-made video in which the
advertised brands, products or services of our customers could be placed in each episode.

Due to our higher degree of control over the advertising resources in the Parent-child
Variety Show, we could attract potential customers through (i) offering our customers more
options in the implantation methods of the soft-sell advertisements in the Parent-child
Variety Show; and (ii) formulating content and ideas in the show tailor-made for our
customers. Our Directors believe that we could accumulate audience from the Parent-child
Variety Show, especially parents, and explore potential ways to develop advertising
methods through the show.

The term of the contract starts from 1 December 2018 to 31 December 2020, and was
extended to 30 June 2021 due to the change of broadcasting timetable. Our Group is
required to pay RMBI10.0 million to the TV station according to the number of episode
broadcasted. As at the Latest Practicable Date, 20 episodes were broadcasted and we have
paid approximately RMB3.0 million to the TV station, including a deposit of RMBI.0
million, which will be deducted from our payment to the TV station during the term.

As at the Latest Practicable Date, we contracted with three customers in education,
pharmaceuticals and food industries for implanting soft-sell advertisements in the
Parent-child Variety Show with an aggregate contract value of RMBI10.5 million and
approximately RMB3.1 million was recognised. We also discussed with 16 potential
customers primarily from education, internet, tourism, pharmaceuticals and fashion
industries targeting at parents, young adults or children regarding the advertising
resources in the show.

INVESTMENT IN TV SERIES, INTERNET DRAMAS AND MOVIES

According to the CIC Report, there is a prosperous market for investment in TV series,
internet dramas and movies in China as the total sales revenue of TV series and the total
revenue of online video programmes increased significantly from 2014 to 2018. In view of (i)
the potential growth in the TV series and online video programme market; (ii) the
opportunity to gain more experience and knowledge on the implantation of soft-sell
advertisements in TV series, internet dramas and movies; and (iii) our intention to seek
synergy effect between our soft-sell advertising business and investment in TV series,
internet dramas and movies (e.g. potential opportunities in implanting soft-sell
advertisements in the TV series, internet dramas and movies we invested, and at the same
time, to offer our customers more options on the advertising resources and implantation
methods of the soft-sell advertisements in the TV series, internet dramas and movies, our
Group began to invest in the TV series, internet dramas and movies.

We generally identified investment opportunities in TV series, internet dramas and
movies through communicating with production firms on potential TV series, internet
dramas and movies they are preparing. We did not involve in the production of such TV
series, internet dramas and movies. During the Track Record Period, our Group entered
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into four investment agreements with producers or writers of the TV series, internet dramas
or movies on a project basis. The following table sets forth the details of our four
investments in TV series, internet dramas and movies:

Date of
agreement

Nature

Contractual term

Investment
amount

Terms of payment

Status

Expected rate of
return

Agreement A

16 November 2015
(as supplemented
on 1 March 2016)

TV series

No definite term.

RMB25.0 million’

Lump sum
payment within 30
days from the date
of agreement.

Completed
shooting and
broadcasting in
2016. The
investment amount
was returned in
2016.

Fixed rate of
return of 20.0% of
the investment
amount

according to the
supplemental
agreement, income
of which are
categorised as
other income.

Agreement B

31 October 2017
(as supplemented
on 21 December
2018)

Internet drama

From date of
agreement until
three financial
years after the
expected year of
release in 2018.

RMB13.0 million

Lump sum
payment within
seven days from
the date of
agreement.

Completed
shooting and
broadcasting as at
the Latest
Practicable Date.

Fixed rate of
return of 18.0%
for the period from
1 January 2019 to
31 December 2020
according to the
supplemental
agreement, income
of which are
categorised as
other income.
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Agreement C

25 January 2018
(as supplemented
on 28 December
2018)

TV series

From date of
agreement until
three financial
years after the
expected year of
release in 2019.

RMB20.0 million

Lump sum
payment within
seven days from
the date of
agreement.

In the process of
pre-shooting
preparation as at
the Latest
Practicable Date.

No fixed rate of
return. Interest
based on the
percentage of our
investment, and
income generated
from the
distribution of the
TV series and the
sale of advertising
resources. Our
Directors
estimated that the
expected rate of
return was
approximately
18.0%"7.

Agreement D

16 April 2018

Internet movie

No definite term.

RMBI1.05 million

By three
instalments.

Completed
shooting and
broadcasting as at
the Latest
Practicable Date.

No fixed rate of
return. 15.0%
interest in income
generated from the
distribution of the
movie on online
platforms and the
sale of advertising
resources. Our
Directors
estimated that the
expected rate of
return was
approximately
18.0%"°.
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Gain/(loss)
associated with
the investments

Accounting
treatment
during the
Track Record
Period

Notes:

Agreement A

Other gains of
approximately
RMB4.7 million as
fair value change
of financial assets
at FVTPL
recognised for the
year ended 31
December 2016.

Disposed in 2016

Agreement B

Other gains of
approximately
RMB373,000
recognised as
accrued interest
income on loan
receivable for the
four months ended
30 April 2019.

Financial assets at
FVTPL:
Approximately
RMB13.0 million
as at 31 December
2017.

Loan receivable:
Approximately
RMB13.0 million
recognised as at 31
December 20187,
Approximately
RMB12.9 million
recognised as at 30
April 2019.

Agreement C

Other losses of
approximately
RMB560,000 as
fair value change
of financial assets
at FVTPL
recognised for the
four months ended
30 April 2019.

Financial assets at
FVTPL:
Approximately
RMB5.0 million as
at 31 December
2018, and
RMB19.4 million
as at 30 April
2019.

Agreement D

No income and
other gains and
losses was
recognised during
the Track Record
Period.

Financial assets at
FVTPL:
Approximately
RMB1.05 million
as at 31 December
2018 and 30 April
2019.

The initial investment amount according to the agreement dated 16 November 2015 was RMB37.0
million, which was then reduced to RMB25.0 million according to the supplemental agreement
dated 1 March 2016 after the withdrawal of the investment amount of RMB12.0 million.

The expected rate of return of Agreement C and Agreement D were estimated based on the capital
assets pricing model and taking into consideration the risk-free rate, the estimated market return
which was determined based on the market expectation and required rate of return for similar
business of listed comparables in the PRC, estimated beta of business which is determined with
reference to betas and capital structures of comparable guideline public companies with similar
business in the PRC, the general economic outlook and the historical rate of return of our four
investments.

On 21 December 2018, a supplemental agreement was signed which entitled our Group to a fixed
rate of return of 18.0% for the period from 1 January 2019 to 31 December 2020. In view of the
significant modification of the contractual cash flows of the investment as of 21 December 2018, the
financial asset at FVTPL with a carrying amount of RMB13.0 million is derecognised and a loan
receivable is recognised accordingly. No gain or loss is recognised from the derecognition.

As advised by our PRC Legal Advisers, our investment in the relevant TV series and
internet dramas and movies does not fall within the 2019 Negative List which prohibits
foreign investors from holding any equity interest in PRC film production companies and
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radio and television programme production companies as we solely act as a pure investor in
the TV series, internet dramas or movies project without holding any equity interest in the
relevant production companies.

As investment in TV series, internet dramas and movies is not one of our principal
business, we will only consider such investments on a case-by-case basis if our Group
identified TV series, internet dramas and movies with high quality. We will then make
decision according to the investment policy of our Group as described below. As at the
Latest Practicable Date, our Group did not identify any other TV series, internet drama or
movie for investment.

Investment policy

We have adopted an investment policy to ensure proper selection and monitoring of
our investments. Under this policy, our project operation department is responsible for the
identification and the preliminary selection of the TV series, internet dramas and movies to
be invested. The department selects our investments based on following factors including:

e liquidity position of our Group;
e credibility of the counterparty of the investment agreement;

e project portfolio and experience of the producer, the writer and the production
team (i.e. expected to have experiences with at least three TV series or internet
dramas broadcasted in first-tier media platforms such as first-tier provincial
satellite TV stations and online videos platforms with high viewing rate, or movies
with box office results exceeding RMB100.0 million);

e  quality of the scripts;

e  genre of the TV series, internet dramas or movies taking into account the policies
issued by the PRC government; and

e acting skills and the popularity of the cast, taking in account their portfolio and
viewership of the TV series, internet dramas and movies they are involved
previously.

The department will further collect relevant information to verify the potential
investment projects and assess the risk of such investments. The recommendations on TV
series, internet dramas or movies by the project operation department will then be
transferred to our Board for consideration and approval.

Besides considering the abovementioned qualitative and quantitative factors, our
Board further reviews and assesses other factors such as the expected returns of the
investments with similar investments in the market, and the track record and experience of
the relevant producers and production teams with at least three TV series or internet
dramas broadcasted in first-tier media platforms with high viewing rate, or movies with box
office results exceeding RMB100.0 million. Our Directors will consider investing in TV
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series, internet dramas and movies with an expected return of at least 15.0%. Furthermore,
if a customer shows a strong intention to implant their products in a particular TV series,
internet drama or movie, we will also consider investing in such TV series, internet drama or
movie as it is easier to acquire the relevant exclusive soft-sell advertising rights. The
investment decision will be made after the consideration and the approval of our Board.
Our project operation department is responsible for monitoring our investments on a
continual basis and reporting to our Board regarding any updates on the progress of the TV
series, internet dramas and movies we invested.

PRICING POLICY

We formulate and adjust our pricing policy in accordance with industry information
and market trends. We generally determine our service fee based on a cost-plus approach
with reference to the costs of acquiring the advertising resources. Consistent with industry
practice, the cost, thus the fee for various forms of advertising resources ranges widely
depending on its nature and distribution platforms. For example, the price of TV
advertising time slots and soft-sell TV advertisements in the different TV channels may vary
depending on the nature of the variety shows or whether it is broadcast during prime time.
The cost, and thus the price of TV advertising resources in prime time on popular TV
channels is generally much higher. Similarly, the cost and the price of online and outdoor
advertisements may also vary depending on their distribution platforms.

We may adjust the price on a case-by-case basis, taking into account other factors
including (i) the estimated time to be spent and the complexity of the project, such as the
number of employees to be involved in the project and customers’ requirements; (ii) the
services we provide and the advertising budgets of our customers; and (iii) future business
opportunities with the customers. For instance, we may set a higher price for complex
advertising projects which require more manpower, thus increasing our costs in offering the
advertising services. We may set a lower price for customers with a high demand or new
customers in order to establish long-standing relationships with such customers, which may
in turn lower the gross profit margin of such advertising project. We may sometimes give a
lower price to customers with a high industry ranking and reputation in order to maintain
long-term relationships with them. Therefore, our pricing, hence our gross profit margin,
may differ.

CREDIT POLICY AND PAYMENT METHODS

Our Group adopts prudent credit control procedures and we regularly monitor
settlement of our receivables. The credit period granted to our customers are generally
determined with reference to, among others, the financial position, credit record, duration
of business relationship and the types of services we provide. Credit and payment terms may
vary for different customers and projects. We generally issue invoices to our customers after
executing the advertising solutions according to the contracts.

For TV advertising services, our Group generally delivers broadcast confirmations
issued by TV stations and/or broadcasting reports from third party market research
companies to our customers within three to 30 days, together with our invoice, after the
broadcast of the TV advertisements. We generally provide credit periods ranging from three

- 163 -



BUSINESS

to 90 days after the execution of TV advertising solution and the receipt of broadcast
confirmations and/or broadcasting reports by customers. Our revenue was recognised when
the TV advertisements was broadcasted and verified by reports issued by third party market
research companies or by customer’s confirmation. For a few customers for our TV
advertising services, payment by instalments or in full prior to the execution is required
sometimes. For some contracts with a relatively large contract sum from one of our major
customers, we negotiated with that customer for partial payments in advance before the
execution of the TV advertising projects in view of our prepayments to suppliers.

For online advertising services, our Group generally issues monthly statement and
invoice within five to 15 days after the end of each month, and provides credit periods
ranging from five to 60 days after the execution of the online advertising solution each
month. Our revenue was recognised when impressions or clicks agreed in the contracts are
performed. Such performance will be confirmed by the monthly issuance of execution
confirmation together with execution data provided by the supplier. For a few customers,
our Group receives prepayment before services are provided and the amounts are deducted
based on monthly services provided.

For outdoor advertising services, we generally require our customers to settle our
payment by two instalments within one to two months upon signing of contract and upon
final execution of the advertising solution. We issue advertising execution schedules to our
customers for confirmation once after the completion of each outdoor advertising solution.
We generally provide proof of execution and issue invoice within five to 30 days after the
final execution and our revenue was recognised when the advertising execution schedule was
confirmed by our customers. Please refer to the paragraph headed “Customers —
Agreements with our customers” in this section for further details on our payment terms
for different types of advertising solutions.

As at 31 December 2016, 2017 and 2018 and 30 April 2019, our total trade and notes
receivables were approximately RMB48.8 million, RMB69.4 million, RMB147.5 million
and RMB155.5 million, respectively, of which approximately RMB31.6 million, RMB36.6
million, nil and nil were past due but not impaired as we have considered the credit history
including default in payments, settlement records and subsequent settlements and any
changes in the creditability of our customers. During the Track Record Period, our
provision for impairment, net of reversals, on trade receivables were nil, nil, approximately
RMB1.0 million and RMBO0.6 million, respectively. We will continue to closely monitor the
settlement status of our trade and notes receivables and regularly review the credit terms.

Our revenue are all denominated in RMB and are generally settled by our customers by
way of bank transfer.

CUSTOMERS

Our customers include advertisers (either brand owners or advertising companies
controlled by the brand owners) and advertising agents in the PRC. We contracted with
either advertisers or advertising agents for promoting the brands, products and services of
the advertisers. According to the CIC Report, it is not uncommon that a customer of an
advertising service provider is another advertising company engaged by the advertiser as its
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agent. As different advertising agents possess different advertising resources and supplier
network, advertising agents may choose to procure advertising resources and services from
another advertising service provider.

The following table sets out a breakdown of the revenue by customer type during the
Track Record Period:

For the year ended 31 December For the four months ended 30 April
2016 017 2018 2018 2019
RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%) RMB000 (%)
(unaudited)
Advertisers 272,995 §7.2  §7T4511 §7.0 516,245 65.9 185,394 §7.5 219,617 81.8
Advertising agents 40,087 128 86,101 130 267,119 4.1 26,536 12.5 48,787 1.2
Total 313,082 100.0 660,612 100.0 783,364 100.0 211,930 100.0 268,404 100.0

For the year ended 31 December 2018, the revenue contributed by our agent customers
increased significantly which was mainly due to our expansion in online advertising
business through advertising agent customers.

During the Track Record Period, we had served advertisers in the PRC, either directly
or through their advertising agents, for the promotion of various products or services. The
table below sets forth the revenue breakdown by categories of products or services being
advertised (which we served directly or through advertising agents) during the Track
Record Period:

For the year ended 31 December For the four months ended 30 April
2016 W17 018 2018 2019
RMB000 %  RMB000 %  RMB000 %  RMB000 %  RMB000 %
(unaudited)

Household furnishing and
electronics 133,531 2.7 249,206 37 258,718 330 76,958 36.3 20,155 1.5
Foods and Beverages 125,392 40.1 262,147 39.7 210,429 269 89,790 24 64,024 239
Telecommunications - - 51,839 78 30,506 39 16,539 45 19,184 1.1
Internet and mobile games 4334 1.4 33,148 50 183,695 234 9,648 78 133,487 49.7
Pharmaceuticals 20,282 0.5 27,148 41 52,852 0.7 16,659 19 11,527 43
Automobile 18,852 6.0 29,738 45 26,314 34 — — 1,785 0.7
Others 10,691 3.3 7,386 12 20,850 27 2,336 11 18,242 6.8
Total 313,082 100.0 660,612 100.0 783,364 100.0 211,930 100.0 268,404 100.0

Note: Others primarily include products or services being advertised from banking, chemicals, tourism,
glasses and education sectors.

For the year ended 31 December 2016, 2017 and 2018, household furnishing and
electronics and foods and beverages sectors are our two largest revenue contributors, which
in aggregate generated approximately 82.8%, 77.4% and 59.9% of our total revenue. The
increase in revenue of these two sectors from 2016 to 2017 was mainly due to the increase in
their demand in placing advertisements on provincial satellite TV stations. The revenue
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contribution from household furnishing and electronics and foods and beverages sectors
decreased for the four months ended 30 April 2019, primarily due to (i) the decrease in
contract sum of the TV advertising project for the Chinese New Year in 2019 from a major
customer in ready-to-drink tea industry; and (ii) the decrease in revenue from a customer in
refrigeration appliances industry as it was seeking new or appropriate advertising resources
in variety shows in the corresponding period. Subsequently, this customer in the
refrigeration appliances industry signed framework agreement with us in May 2019 for
our TV advertising services and approximately RMB10.9 million was recognised subsequent
to the Track Record Period and up to the Latest Practicable Date.

During the Track Record Period, the revenue generated from internet and mobile
games sector increased due to the increase in revenue of our online advertising services from
internet customers and mobile games companies or their agents. This sector contributed
approximately 23.4% and 49.7% of our total revenue for the year ended 31 December 2018
and for the four months ended 30 April 2019, respectively.

For the year ended 31 December 2017, we had revenue of approximately 7.8% of our
total revenue from telecommunications services sector as we have established business
relationship with a new customer who is one of the industry leaders in such sector. For the
four months ended 30 April 2018 and 2019, approximately 4.5% and 7.1% of our total
revenue, respectively, were generated from telecommunication services as the relevant
customer increased its demand for both our TV and online advertising services for the four
months ended 30 April 2019.

The table below sets out the background of our Group’s five largest customers based
on the ranking in terms of revenue during the Track Record Period:

Year of
commencement
of business Percentage of
Principal services provided relationship Settlement our Group’s
Rank  Name of Customer Background by our Group with our Group terms Revenue revenue
RMB000 %
(approximately) (approximately)
For the year ended 31 December 2016
1 Customer A An advertiser of the brand TV advertising services 2007 Generally settle 92,890 29.7%
“Wanglaoji” (E£7), a within 60 days
brand to promote a after execution
ready-to-drink herbal tea
in the PRC. Its holding
company is listed on the
Stock Exchange and the
Shanghai Stock Exchange
with revenue of
approximately RMB42.2
billion for the year ended
31 December 2018
2 Customer B An advertiser of a leading TV advertising services 2008 Generally 60,851 21.4%
kitchen appliances prepay before
manufacturer execution

headquartered in Ningbo
with registered capital of
approximately RMB50.0
million
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Rank

5

Rank

For the year ended 31 December 2017

1

Name of Customer

Customer C

Customer D

Customer E

Name of Customer

Customer A

Customer B

Background

Advertisers of a home
appliances manufacturer
headquartered in Qingdao,
their holding companies
are listed on the Shanghai
Stock Exchange, CEINEX

D-Share Market and/or the

Stock Exchange with
revenue of approximately
RMBI83.3 billion and
RMBS5.3 billion,
respectively, for the year
ended 31 December 2018

Year of
commencement
of business
Principal services provided relationship Settlement
by our Group with our Group terms
TV advertising services 2004 Generally settle

within 90 days
after execution

A pharmaceutical company TV advertising services 2016 Generally settle

in PRC with registered
capital of approximately
RMB97.2 million

within 30 days
after execution

An advertising company in TV advertising services 2016 Generally

the PRC and its holding

prepay before

company is listed on the execution
Shanghai Stock Exchange
with revenue of
approximately RMBI2.1
billion for the year ended
31 December 2018

Year of

commencement

of business

Principal services provided relationship Settlement

Background by our Group with our Group terms
An advertiser of the brand TV advertising services 2007 Generally settle

“Wanglaoji” (E£7), a
brand to promote a
ready-to-drink herbal tea
in the PRC. Its holding
company is listed on the
Stock Exchange and the
Shanghai Stock Exchange
with revenue of
approximately RMB42.2
billion for the year ended
31 December 2018

within 60 days
after execution

An advertiser of a leading TV advertising services 2008 Generally

kitchen appliances
manufacturer
headquartered in Ningbo
with registered capital of
approximately RMBS50.0
million

prepay before
execution
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Revenue
RMB000
(approximately)

Percentage of
our Group’s
revenue

%
(approximately)

47,130 15.1%
20,282 6.4%
18,935 6.0%
246,088 78.6%
Percentage of

our Group’s

Revenue revenue
RMB'000 %
(approximately) (approximately)
255,784 38.7%
183,228 27.7%



BUSINESS

Rank  Name of Customer

3 Customer F

4 Customer C

5 Customer G
Note:

Rank  Name of Customer

For the year ended 31 December 2018

1 Customer A

Background

A telecommunications
services provider and its
holding company is listed
on the Stock Exchange and
the New York Stock
Exchange with revenue of
approximately RMB736.8
billion for the year ended
31 December 2018

Advertisers of a home
appliances manufacturer
headquartered in Qingdao,
their holding companies
are listed on the Shanghai
Stock Exchange, CEINEX
D-Share Market and/or the
Stock Exchange with 2018
revenue of approximately
RMBI83.3 billion and
RMBS5.3 billion,
respectively, for the year
ended 31 December 2018

Advertisers of a motor
vehicle manufacturer in the
PRC and their holding
company is listed on the
Stock Exchange and the
Shanghai Stock Exchange
with revenue of
approximately RMB99.2
billion for the year ended
31 December 2018

Background

An advertiser of the brand
“Wanglaoji” (E£7), a
brand to promote a
ready-to-drink herbal tea
in the PRC. Its holding
company is listed on the
Stock Exchange and the
Shanghai Stock Exchange
with revenue of
approximately RMB42.2
billion for the year ended
31 December 2018

Year of
commencement
of business
relationship
with our Group

Principal services provided
by our Group

TV advertising services and 2017
online advertising
services

TV advertising services 2004

TV advertising services 2007 (Nete)

Year of
commencement
of business
relationship
with our Group

Principal services provided
by our Group

TV advertising services 2007
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Percentage of

Settlement our Group’s
terms Revenue revenue
RMB 000 %

(approximately)  (approximately)

Generally settle 51,839 7.8%
within 70 days

after execution

Generally settle 44,154 6.7%
within 90 days

after execution

Generally settle 25,665 4.0%
within 45 days

after execution

560,670 84.9%

We provided advertising services to this customer intermittently for four years since 2007.

Percentage of

Settlement our Group’s
terms Revenue revenue
RMB'000 %

(approximately) (approximately)

Generally settle 189,550 24.2%
within 60 days

after execution
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Year of
commencement
of business Percentage of
Principal services provided relationship Settlement our Group’s
Rank  Name of Customer Background by our Group with our Group terms Revenue revenue
RMB 000 %
(approximately)  (approximately)
2 Customer B An advertiser of a leading TV advertising services 2008 Generally 136,865 17.5%
kitchen appliances prepay before
manufacturer execution
headquartered in Ningbo
with registered capital of
approximately RMBS50.0
million
3 Customer H An advertising agent in the TV advertising services 2017 Generally 77,656 9.9%
PRC listed on the NEEQ prepay before
Equities Exchange and execution
Quotations with registered
capital of approximately
RMB20.0 million
4 Customer [ An online advertising agent Online advertising services 2017 Generally settle 71,309 9.1%
in the PRC with registered within 32 days
capital of approximately after execution
RMBI.2 million
5 Customer J A pharmaceutical company TV advertising services and 2006 Y/ Generally 51,998 6.6%
in the PRC and is listed on outdoor advertising prepay before
the Shenzhen Stock services execution

Exchange with revenue of
approximately RMBI.3
billion for the year ended
31 December 2018

527,378 67.3%

Note: We provided advertising services to this customer intermittently for approximately seven years

since 2006.
Year of
commencement
of business Percentage of
Principal services provided relationship Settlement our Group’s
Rank  Name of Customer Background by our Group with our Group terms Revenue revenue
RMB000 %
(approximately) (approximately)
For the four months ended 30 April 2019
1 Customer K A private company Online advertising services 2018 Generally settle 64,838 24.1%
primarily engaged in within 60 days
providing online and after execution
mobile game services in the
PRC with registered capital
of RMB10.0 million
2 Customer A An advertiser of the TV advertising services 2007 Generally settle 64,024 23.9%
brand “Wanglaoji” within 90 days
(£#%7%). a brand to after execution

promote a ready-to-drink
herbal tea in the PRC. Its
holding company is listed
on the Stock Exchange and
the Shanghai Stock
Exchange with revenue of
approximately RMB42.2
billion for the year ended
31 December 2018
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Year of
commencement
of business Percentage of
Principal services provided relationship Settlement our Group’s
Rank  Name of Customer Background by our Group with our Group terms Revenue revenue
RMB 000 %
(approximately) (approximately)
3 Customer L A private company TV and online 2018 Generally 25,767 9.6%
primarily engaged in advertising services prepay before
providing mobile execution
marketing platform
services in the PRC with
registered capital of
RMBS50.0 million
4 Customer M A private company Online advertising services 2019 Generally settle 24,441 9.1%
primarily engaged in within 60 days
providing online and after execution
mobile game services in the
PRC with registered capital
of RMB2.0 million
5 Customer B An advertiser of TV advertising services 2008 Generally 19,220 7.2%
a leading kitchen prepay before
appliances manufacturer execution

Headquartered in Ningbo
with registered capital

of approximately RMB50.0
million

198,290 73.9%

The five largest customers of our Group during the Track Record Period are
Independent Third Parties. For the years ended 31 December 2016, 2017 and 2018 and the
four months ended 30 April 2019, the aggregate revenue attributable to our five largest
customers in terms of revenue were approximately RMB246.1 million, RMB560.7 million,
RMB527.4 million and RMB198.3 million, respectively, which accounted for approximately
78.6%, 84.9%, 67.3% and 73.9% of our total revenue, respectively. For the same period,
revenue attributable to our largest customer in terms of revenue was approximately
RMB92.9 million, RMB255.8 million, RMB189.6 million and RMB64.8 million, which
accounted for approximately 29.7%, 38.7%, 24.2% and 24.1% of our total revenue,
respectively. All of our five largest customers are based in the PRC.

To the best knowledge and belief of our Directors after making all reasonable
enquiries, none of our Directors, their close associates or any Shareholder, who owns more
than 5% of the issued share capital of our Company, had any interest in any of the five
largest customers of our Group during the Track Record Period. Our Group had not
experienced any major disruption of business due to material delay or default of payment
by our customers due to their financial difficulties, nor had we experienced any material
disputes with our customers causing material disruption to our business during the Track
Record Period. During the Track Record Period, our Group did not receive any complaint
from our customers which had materially and adversely affected our business nor did our
Group pay any material compensation to our customers as a result of any compliant from
our customers.
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Agreements with our customers

We generally contracted with our customers on project basis through agreements or
purchase orders. For certain customers in TV and online advertising, we entered into
framework agreements to record our intention to engage with each other during the year.
The contractual term of the framework agreements was one year. Details of the contract
terms such as scope of services, consideration and terms of payment were generally
stipulated on separate customer agreements or purchase orders.

The salient terms of the agreements or purchase orders we entered in business of each
service type are summarised as follows:

Contractual term:

Consideration:

Terms of payment:

TV advertising

A fixed term ranging from
one to 12 months.

A fixed consideration is
stipulated.

Payments are normally
made in RMB by way of
bank transfer.

Generally within three to
90 days after execution.
For a few customers, we
demand payment by
instalments or in full prior
to execution and the
receipt of broadcast
confirmations and/or
broadcasting reports by
customers. For some
contracts with a relatively
large contract sum from
one of our major
customers, we negotiated
with that customer for
payments in advance
before executing the TV
advertising projects.

Online advertising

A fixed term ranging from
one to 12 months.

Consideration calculated
by CPM or CPC basis and
depends on the actual
number of impressions
and clicks. (Vore/

Payments are normally
made in RMB by way of
bank transfer.

Generally within five to 60
days after execution. For
a few customers,
prepayment before
execution is required and
the amounts are deducted
based on monthly
execution statements.
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Outdoor advertising

A fixed term ranging from
one to six months.

A fixed consideration is
stipulated.

Payments are normally
made in RMB by way of
bank transfer.

Generally by two
instalments within one to
two months upon signing
of contract and upon final
execution.
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TV advertising Online advertising Outdoor advertising
Discount: Nil. A certain agreed Nil.
percentage proportionate

to the contract sum.

Intellectual property Either customers or our  Both customers and our  Nil.

rights: Group (i) is responsible ~ Group are responsible for
for obtaining ensuring all the third
authorisations from third party intellectual property
parties to use any rights would be obtained
advertising materials with and the breaching party
intellectual property will be fully liable for the
rights; and (ii) will be fully associated costs of such
liable for any such infringement.
infringement.

Legality of content: ~ The content of the advertisement and the way of expression provided by the
customer should comply with the relevant laws and standards required. Our Group
has the right to review the content of the advertisement and its way of expression
and can require the customer to amend any non-compliant parts. The customer is
liable for the legality of the content.

Note: We entered into a framework agreement with minimum purchase requirement with an online
advertising agent in 2018 which required such agent to purchase at least RMB100.0 million from
our Group. As at the Latest Practicable Date, the term of the agreement was completed and the
actual transaction amount was approximately RMB32.3 million. The shortfall was caused by the
change of advertising strategy of our customer to lower its online advertising budget. We do not
impose any penalty on the customer as the relevant supplier has waived the rights to impose any
penalty on us regarding the same minimum purchase amount stipulated in the corresponding
framework agreement with the supplier. Please refer to the paragraph headed “Agreements with
our suppliers” in this section for further details.

Relationship with our major advertiser customers

As an established advertising services provider in the PRC, our major advertiser
customers are generally large-scale national enterprises. During the Track Record Period,
we provided advertising services to four major advertisers, Customer A, Customer B,
Customer C, and Customer F, which, according to the CIC Report, are industry leaders in
the markets of ready-to-drink tea, large kitchen appliances, refrigeration appliances and
telecommunications services, respectively. The advertiser in telecommunications services
industry was our new customer since 2017. The aggregate revenue generated from these four
major advertiser customers accounted for approximately 66.1%, 81.0%, 48.9% and 38.2%
of our total revenue during the Track Record Period. The transactions with our four major
advertiser customers were entered into in the ordinary course of business and on normal
commercial terms.
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Top industry ranking of our major advertiser customers

According to the CIC Report, these four major advertiser customers had a market
share of approximately 11.4%, 11.0% and 40.1% in the industries of ready-to-drink tea,
large kitchen appliances, refrigeration appliances, respectively, in terms of sales volume,
and approximately 52.5% in the telecommunication services industry in terms of sales
revenue in 2018. They ranked within top three in their respective industry. As they are
industry leaders with promising financial strengths, they generally have a stable budget and
demand in advertising services. Furthermore, according to CIC Report, it is not uncommon
for established advertising service providers to have a relatively high concentration of
revenue as they usually tend to value advertisers of a larger scale and thus willing to
establish long-term relationship with and provide advertising services to such advertisers.

Strong relationship with our major advertiser customers

As at the Latest Practicable Date, save for the advertiser customer in
telecommunications services industry which was our new customer in 2017, we have
successfully maintained years of business relationships ranging from ten to 14 years with the
other three advertisers in ready-to-drink tea, large kitchen appliances and refrigeration
appliances industries. Due to our quality advertising services provided, we were also
awarded by one of our major customers, the advertiser of a leading kitchen appliances
manufacturer (headquartered in Ningbo) as their “Excellent Supplier” (&7 fItHER) in
2016.

Mutual reliance

Our Directors believe that the relationships between our Group and our four major
advertiser customers is mutual and complementary. Despite the fact that we generated a
considerable portion of our revenue from the four advertisers, such advertisers also rely on
(1) our industry experience and expertise to formulate advertising solutions for the
promotion of their brands, products or services; (ii) our capability to procure valuable
advertising resources with high demand due to our long-standing relationship with the
suppliers; (iii) our ability to execute the advertising solutions and evaluate the effectiveness
of the advertising solutions. As we have established trust and understanding with these
customers over the years, we are able to familiarise ourselves with our customers’ corporate
cultures, advertising budgets and preferences. Our Directors believe that these major
advertiser customers might have difficulties in identifying other comparable trusted
advertising service providers with established track record offering quality services
similar to our Group in a short period of time. This in turn increases their reliance on
our Group.
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Diversification

Our Group has diversified our customer base by exploring business opportunities with
advertisers in different business sectors such as telecommunications. We have also adopted
a diversification strategy to expand our customer base through cooperating with more agent
customers in online and outdoor advertising in 2018 so as to diversify our source of
revenue.

SUPPLIERS

During the Track Record Period, we generally sourced advertising resources from
advertising resources providers and advertising agents. Advertising resources providers (i.e
ultimate advertising resources suppliers) are generally companies possessing advertising
resources directly, examples of which include TV stations, owners of websites, search
engines, social media platforms, and outdoor platforms. Advertising agents are advertising
companies which source advertising resources from the ultimate advertising resources
suppliers. As advertising agents may establish strong relationships with the relevant
suppliers or possess some specific advertising resources, we engage these advertising agents
as our suppliers, which is consistent with the industry practice according to the CIC Report.

We generally select our suppliers based on factors such as the price, the quality of the
services provided by the advertising resources suppliers and their proven track record, our
relationship with the advertising resources suppliers and the needs and requirements of our
customers. During the Track Record Period, we did not experience any material shortage or
delay of supply due to defaults of our suppliers.
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The following tables set out certain information of our Group’s five largest suppliers
based on the ranking in respect of the cost of revenue during the Track Record Period:

Rank  Name of supplier

For the year ended 31 December 2016

1 Supplier A

2 Supplier B

3 Supplier C

4 Supplier D

5 Supplier E

For the year ended 31 December 2017

1 Supplier A

2 Supplier D
3 Supplier F
4 Supplier B

5 Supplier G

Background

A first-tier provincial
satellite TV station in
Zhejiang

A first-tier provincial
satellite TV station in
Jiangsu

A provincial satellite TV
station in Anhui

A first-tier provincial
satellite TV station in
Shanghai

An advertising agent

A first-tier provincial
satellite TV station in
Zhejiang

A first-tier provincial
satellite TV station in
Shanghai

Advertising division of a
first-tier provincial satellite
TV station in Hunan

A first-tier provincial
satellite TV station in

Jiangsu

An advertising agent

Services provided by the
supplier

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of advertising
agency services for the
procurement of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of advertising
agency services for the
procurement of TV
advertising resources
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Year of
commencement
of business
relationship
with our Group

2010

2010

2009

2010

2016

2010

2010

2007

2010

2017

Settlement
terms

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Cost of revenue
RMB’000
(approximately)

Percentage of
our cost of
revenue

%
(approximately)

119,908 44.5%
62,494 23.2%
15,623 5.8%
10,526 3.9%

8,326 3.0%

216,877 80.4%

190,869 33.1%
97,110 16.8%
43,307 1.5%
35,367 6.1%
32,547 5.7%

399,200 69.2%
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Rank

Name of supplier

For the year ended 31 December 2018

1

5

Supplier A

Supplier H

Supplier F

Supplier B

Supplier T

For the four months ended 30 April 2019

1

5

Supplier 1

Supplier A

Supplier F

Supplier D

Supplier J

Background

A first-tier provincial
satellite TV station in
Zhejiang

An advertising agent

Advertising division of a
first-tier provincial satellite
TV station in Hunan

A first-tier provincial
satellite TV station in
Jiangsu

An online advertising agent

An online advertising agent

A first-tier provincial
satellite TV station in
Zhejiang

Advertising division of a
first-tier provincial satellite
TV station in Hunan

A first-tier provincial
satellite TV station in

Shanghai

An advertising agent

Services provided by the
supplier

Provision of TV
advertising resources

Provision of advertising
agency services for the
procurement of TV and
outdoor advertising
resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of advertising
agency services for the
procurement of online

advertising resources

Provision of advertising
agency services for the
procurement of online

advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of TV
advertising resources

Provision of advertising
agency services for the
procurement of TV and
outdoor advertising
resources

Year of
commencement
of business
relationship
with our Group

2010

2017

2007

2010

2018

2018

2010

2007

2010

2017

Settlement
terms

Generally
prepay before
broadcast

Generally
prepay before
execution

Generally
prepay before
broadcast

Generally
prepay before
broadcast

Generally settle
within 60 days
after execution

Generally settle
within 60 days
after execution

Generally
prepay before
execution

Generally
prepay before
execution

Generally
prepay before
execution

Generally
prepay before
execution

Cost of revenue
RMB’000
(approximately)

Percentage of
our cost of
revenue

%
(approximately)

92,784 13.5%
67,652 9.8%
62,298 9.1%
51,060 7.4%
49,716 1.2%
323,510 47.0%
84,784 35.1%
35,109 14.5%
33,520 13.9%
18,330 1.6%
11,8