BUSINESS

OVERVIEW

We are principally engaged in the design, development, manufacture and sale of a wide
variety of (i) laundry products; (ii) household cleaning tools; and (iii) kitchen gadgets, which are
common items of household necessity products. Our products are primarily manufactured and sold
to international brand owners or their authorised agents on an OEM or ODM basis for resale as
wholesaler or retailer in overseas markets. According to the CIC Report, we ranked second in the
drying rack manufacturing market in the PRC in terms of export revenue in 2020, with a market
share of approximately 6.6%. The table below sets forth the breakdown of our revenue by

destination of delivery of our products for the years and periods indicated:

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

2018 2019 2020 2020 2021

% of total % of total ~ Revenue % of total % of total % of total
RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie

(unaudited)
United States 147,544 449 149571 444 178,109 463 35,572 315 33984 26.9
United Kingdom 62,070 18.9 60,538 18.0 61,593 160 26,593 236 26,253 20.8
Germany 52,690 160 62,740 18.6 61,764 16.1 26,513 235 35202 219
Australia 40,156 122 38,075 113 40,542 105 11,065 9.8 9,116 1.2
Others ¢! 26,288 8.0 25629 17 42732 1.1 13,099 1.6 21,685 17.2
Total 328,748 100 336,553 100 384,740 100 112,842 100 126,240 100

Note: Others include Austria, Belgium, France, New Zealand, the Netherlands and Canada, etc.

We have a stable customer base. As at 30 April 2021, our business relationship with our five
largest customers ranged from approximately seven to ten years. For the years ended 31 December
2018, 2019 and 2020 and the four months ended 30 April 2021, approximately 77.9%, 76.9%,
80.5% and 72.9% of our total revenue was generated from our five largest customers, respectively,
and approximately 42.2%, 41.4%, 41.8% and 26.0%, respectively was generated from our largest
customer, namely, the Bradshaw Group, a group of companies headquartered in the United States
principally engaged in the sales and distribution of cleaning accessories, laundry dryers and home
products of its own brands and other well-known brands. Leveraging our substantial industrial
experience in the provision of household necessity products to our OEM or ODM customers,
coupled with our capability to understand their needs in developing their products, our Directors
believe that we are well positioned to build and strengthen long-term cooperation with our major

customers and expand our customer base in the future.
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As at 30 April 2021, we offered more than 1,800 types of household necessity products with
different functions and features. The table below sets forth the breakdown of our revenue by

product category for the years and periods indicated:

For the year ended 31 December For the four months ended 30 April
2018 2019 2020 2020 2021
% of total % of total ~ Revenue % of total % of total % of total
RMB’000 reveniie RMB’000 revenie RMB’000 revenie RMB’000 reveniie RMB’000 revenie
(unaudited)
Laundry products 159,029 484 165,008 49.1 176,963 46.0 69,075 612 78471 02.2
Household cleaning tools 164,386 50.0 166,712 49.5 192,025 49.9 41,018 36.3 46,452 36.8
Kitchen gadgets 5,333 1.6 4,833 14 15752 4.1 2,749 2.5 1,317 1.0
Total 328,748 100 336,553 100 384,740 100 112,842 100 126,240 100

We manufacture our products at our self-owned Huzhou Production Plant, which has a gross
floor area of approximately 58,441 sq.m. and is equipped with production machinery and
equipment such as plastic injection machines, powder coating lines, brush filling machines,
washing line extruding lines and a variety of ancillary equipment. Being an OEM or ODM supplier
of household necessity products for various well-established international brands, we are
committed to the quality and safety of our products and have adopted a comprehensive quality
control system to closely monitor the production process of our products in order to meet the
stringent requirements and standard of our customers on product quality. Our major operating
subsidiary, namely, BHP Zhejiang, has been accredited with ISO9001 Quality Management System
since 2015. We are also accredited with, ISO14001 Environmental Management System,
OHSAS18001/ISO45001 Occupational Health and Safety and BSCI ethical audit since 2015.

The major raw materials used in the production of our products are polypropylene resin and
steel. All our five largest suppliers during the Track Record Period were located in the PRC. For
the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April 2021, the
amount of purchases from our five largest suppliers amounted to approximately RMB63.0 million,
RMB61.6 million, RMB61.2 million and RMB26.4 million, respectively, representing
approximately 35.1%, 32.5%, 29.3% and 33.2%, respectively of our total purchases during the

corresponding years.

Despite (i) the outbreak of COVID-19 in the PRC since December 2019 which had led to
temporary suspension of our operation and production from 30 January 2020 to 10 February 2020
inclusive and temporary disruption on the supply of raw materials to our production; and (ii) the

recent widespread of COVID-19 to the countries to which our products are delivered, our Directors
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are of the view that the impact of the outbreak of COVID-19 on our Group’s business operations
and financial conditions is only temporary and not long-term. For more details, please see the
paragraphs headed “Impact of the outbreak of COVID-19 on our business and operation” in this

section.

OUR COMPETITIVE STRENGTHS

We believe that our success can be attributed to the following competitive strengths:

Our well-established Huzhou Production Plant enables us to achieve mass production of a

wide range of products and economies of scale

Our self-owned Huzhou Production Plant has a gross floor area of approximately 58,441
sq.m. to carry out our production activities. Though we would engage plastic injection service
providers to undertake the plastic injection moulding process of small and simple plastic
components of our products when our plastic injection moulding machines are running close to
their full utilisation, the assembly and production of all our products are undertaken by us at our
own Huzhou Production Plant. For further details regarding our production facility and production
capacity, please refer to paragraphs headed “Production facility — Our existing production

facility” in this section.

We believe that the large production scale of our Huzhou Production Plant with high
production capacity allows us to achieve economies of scale, thereby reducing the unit cost of our

products.

To the best knowledge and belief of our Directors, when well-established international brand
companies or multi-national corporations are selecting their OEM or ODM suppliers, they have
stringent selection criteria and will conduct physical visits to their production plants. Furthermore,
they are generally cost-cautious and require high production capacity and short production lead
time. Our large-scale operations have not only enabled us to meet the requirements of our
customers, but also allowed us to maintain a highly competitive cost structure. For example, we
can purchase our major raw materials in bulk, which enhances our bargaining power to negotiate

for a better price of raw materials and hence lowering per-unit costs of our products.
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Our product design and development capabilities enable us to offer a comprehensive product

portfolio to our customers

Attributed to our product design and development capabilities, we offer a wide range of
household necessity products to our customers to cater for their varying needs and requirements on
product specifications. Apart from production, we also provide value-added services to our OEM
and ODM customers including, among others, review of product designs based on our

understanding on market trend and consumers’ preference.

The product design and development process for our ODM and OBM products involves
understanding customers’ requirements and specifications for generating design concepts,
transforming the design concepts into physical products, selection and procurement of suitable raw
materials, and assessing technical feasibility of the entire production process. As such, we put
great emphasis on product design and development and as at the Latest Practicable Date, our
product design and development team comprised 11 staff members, which was headed by Mr. Mao,
one of our executive Directors, who has over 33 years of technical management in the

manufacturing industry in the PRC.

As at the Latest Practicable Date, our Group is the registered owner of 26 utility model
patents, 15 design patents, 11 innovation patents, two community design patents, and one invention
patent which are material to our business. Please refer to the paragraph headed “2. Intellectual
property rights” in Appendix V to this prospectus for further details. During the Track Record
Period, our product design and development team had been consistently introducing new or
enhanced products every year. Please refer to the paragraphs headed “Product design and

development” in this section for further details.

Our product design and development capabilities also enable us, to cope with changes in
market trend and customer preferences, thereby meeting the varying needs and requirements of our
customers; and demonstrate our competence to provide ‘“one-stop” services covering market
research, product design and development, production, quality control, logistics and after-sales
services. As such, we can retain our existing customers and attract new customers, particularly
brand owners or authorised agents of well-established international brands and multi-national

corporations, etc.
We have a worldwide customer base
Our customers are mainly owners or authorised agents of well-established international

brands which resell our products in overseas countries as wholesaler or as retailer for onward sale

of our products to consumers.
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During the Track Record Period, our products were sold and delivered to more than 20
countries and regions, mainly including the United States, the United Kingdom, Germany and
Australia. For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30
April 2021, our overseas sales contributed to approximately 99.1%, 98.6%, 98.9% and 99.7% of
our total revenue, respectively, and approximately 44.9%, 44.4%, 46.3% and 26.9%, respectively,
of the revenue was generated from the sales to the United States. Our extensive international sales
network enables us to reach a diverse customer base. Our Directors believe that attributed to our
commitment to stringent quality control, our value-added services in customers’ product
development and our accumulated experience in overseas markets, we have developed trust and

solid business relationships with our customers.

The Bradshaw Group, which is a group of companies headquartered in the United States that
engages in the sale of household products of its own brand and other well-established brands and
our largest customer during the Track Record Period, has been in business with us since 2010.
During the Track Record Period, the Bradshaw Group sold products manufactured by us across the
United States under its own brands such as “Casabella”. To the best knowledge of our Directors,

customers of the Bradshaw Group include retailers and supermarkets.

Customer A, which is a renowned group of companies with headquarters in Germany that
engage in the sale and distribution of quality kitchen gadgets of well-established international
brands and one of our five largest customers during the Track Record Period, has been in business
with us since 2010. Customer B, which is a renowned Australian company that engages in the sale
of laundry products and being one of our five largest customer during the Track Record Period,
has been in business with us since 2011. Our other major customers include multinational

supermarket or store chains.

In the United Kingdom, we have set up our subsidiary, BHP UK, to better manage our sales

activities and serve our customers in the United Kingdom.

To reach out to local consumers in the PRC, we started selling our own “Jia Ji Bao” (REH)
branded laundry products, household cleaning tools and kitchen gadgets through e-shops at the
established and popular platforms of independent third-party operators, such as taobao.com (¥4 &

).
We are committed to high standard of quality control and quality assurance

As we develop and manufacture household necessity products primarily for well-established
international brands, our customers require their OEM or ODM suppliers to manufacture products
that can satisfy their stringent requirements in terms of safeness, quality, design and functions and
meet the safety standards of different countries to which our products are exported. In this

connection, our sales and marketing team, production team and QAQC team maintain
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communication and cooperation among one another to work out our production methodology and
schedule to ensure that the requirements of different customers can be met and the latest market

trend and new design can be integrated in our product development process.

We are also committed to implementing high standard quality control measures in incoming
raw materials, production process and finished products, and recognise the importance of
environmental protection and occupational health and safety. Our Group has obtained the ISO 9001
certification on quality management since 2015, ISO 14001 certification on environmental
management system since 2015, and OHSAS 18001 on occupational health and safety management

system since 2015.

As at the Latest Practicable Date, our QAQC team comprised 41 staff members, which was
led by one team manager who has been accredited as internal auditor under ISO9001 certification
on quality management since 2017. For further details regarding our quality control and quality
assurance measures, please refer to paragraphs headed “Quality control and quality assurance” in
this section. Attributed to our capability to manufacture products with high quality and safety
standard, our Directors believe that we are able to continue to strengthen our position as OEM and

ODM supplier for well-established international brands.

We have a stable management team with extensive industry experience and proven track
record of delivering sustainable growth and profitability

Our management team has shown continuous commitment and dedication to our Group. Our
management team is led by Mr. Zhu, our chairman, executive Director and one of our founders,
who possesses more than 28 years of experience in the household necessity product manufacturing
industry, and is responsible for the overall management, strategic development and major
decision-making of our Group. Our other executive Directors and founders, each of Mr. Fang and
Mr. Mao, has over 19 years and 33 years in the household necessity product industry, respectively.
We believe that our Directors’ solid industry experience is a major factor contributed to our
Group’s success. All the department managers have at least five years of experience with us,
whereas the majority of our management team have been with our Group, on average, for over 10

years.

Their strong industry knowledge has enabled us to formulate sound business strategies, assess
and manage risks, anticipate changes in consumer preference, maintain long-term business
relationship with our customers and capture market opportunities. Please refer to the section

headed “Directors and senior management” in this Prospectus for further details.

We believe that our Group will continue to benefit from the experience and business acumen
that our management team possesses and we are confident about its ability to make a great

contribution to the advancement of our business.
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OUR BUSINESS STRATEGIES

Our goal is to achieve sustainable growth in our current business and strengthen our
production capacity to secure more business opportunities by implementing the following business

strategies:

I. Expand our production capacity by establishing the New Production Plant

We plan to set up a new production plant to be located in proximity to our Huzhou
Production Plant (the “New Production Plant”) to enhance our production capacity in plastic
injection moulding process and to expand our warehousing spaces. As our products are mainly
composed of plastic components, plastic injection moulding process forms the bottleneck in the

manufacturing of our products.

Expected increase in our production capacity

The expansion of our production capacity in plastic injection moulding process will take
place by two stages in September 2022 and September 2023, respectively whereby our maximum
annual designed capacity for laundry products and household cleaning tools will reach 1,858,000
units and 10,178,000 units, respectively by the end of 2022; and 2,658,000 units and 13,378,000
units, respectively by the end of 2023. In this connection, the production capacity to be
contributed by the new machinery and equipment for a year will be calculated in proportion to the
number of working days on which the new machinery and equipment for carrying out the plastic
injection moulding process will commence commercial production during the year and will reflect
its maximum annual designed capacity upon full operation in the following year. The resulting
total effective designed capacity of laundry products and household cleaning tools is expected to
increase by approximately 22.1% and 13.4% for the year ending 31 December 2022, 97.7% and
59.2% for the year ending 31 December 2023 and 151.2% and 91.7% for the year ending 31
December 2024, respectively compared with the maximum annual designed capacity as at 31
December 2020. Based on our Group’s forecasted production volume for the years ending 31
December 2022, 2023 and 2024, the estimated utilisation rate of our production facilities after
implementation of our expansion plans would be 97.7%, 94.7% and 98.5% for laundry products,

and 98.5%, 96.0% and 98.8% for household cleaning tools, respectively.

As our existing plastic injection machines are not fully automated whereby our workers have
to load polypropylene resins into our plastic injection machines and unload the finished plastic
components from the plastic injection machines ready for further processes such as assembling,
inspection and testing, the installation of automated plastic injection machines in the New

Production Plant can enhance the automation level of our plastic injection moulding process and
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an automated robotic arm can lift a moulded part out of one plastic injection machine and assist in
combining two or more moulded parts for further processing, which also reduces the time for

assembling and improves the quality and consistency of our products.

By that time, we will gradually reduce and cease the outsourcing of the plastic injection
moulding process by carrying out all plastic injection moulding process by our in-house production
machinery and equipment; and we will engage external plastic injection service providers only on
an as-needed basis, i.e. when our enlarged production capacity cannot take up the then purchase

orders from customers.

In coming up with our plan to establish the New Production Plant, our Directors are satisfied
that there will be sufficient market demand for our Group’s products and there are business needs
for expanding our Group’s production capacity of laundry products and household cleaning tools

due to the following reasons:
Sufficient market demand for our Group’s products

Our Directors believe that there would be sufficient market demand for our products based on

the following analysis: —

(i) Industry growth — According to the CIC Report, the export value of drying racks and
household cleaning tools in the PRC is expected to grow from 2021 to 2025, and the
expected growth of the export value of drying racks and household cleaning tools in the
PRC in terms of monetary value represents a respective increase of approximately
USD54.2 million and USD1,082.0 million between 2021 and 2025 and a CAGR of
approximately 3.4% and 3.4%, respectively. For details, please refer to the section
headed “Industry Overview” in this prospectus. Given the magnitude of the expected
increase in export value of these products, our Directors consider that there exists a
sufficient market demand for our Group’s products. In addition, according to the CIC
Report, on the basis that the lockdown measures imposed by governments of various
countries due to the outbreak of COVID-19 will ease in 2021, the market size of drying
racks and household cleaning tools is expected to recover from the second half of 2021

onwards.

(i) Development of our own-brand products — To reach out to local consumers in the PRC,
our Group also plans to further promote and develop our own “Jia Ji Bao” (FiHH)
brand products by leveraging our OEM and ODM experience and expertise. Our
Directors believe that once our production capacity is expanded, we would have spare
production capacity to manufacture our own-brand products. According to the CIC
Report, the retail sales value of drying racks and household cleaning tools in the PRC is

expected to increase from 2021 to 2025. For details, please refer to the section headed
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(iii)

(iv)

“Industry Overview” in this prospectus. The expected growth of the retail sales value of
drying racks and cleaning tools in the PRC indicates that there are emerging
opportunities in the PRC market, which further reinforces the strategical importance of

expanding our production capacity.

Consolidation of market players — According to the CIC Report, the market share of
the top five players in the PRC’s drying rack manufacturing market and household
cleaning tool manufacturing market in terms of export revenue respectively increased
from approximately 30.0% to 32.6% and from approximately 2.3% to 2.7% from 2018
to 2020; and owing to the fierce competition in the market, certain smaller players in
the household necessity product industry were phased out and the number of drying rack
manufacturers in the PRC decreased by a CAGR of approximately 1.7% from 2018 to
2020 whereas the number of household cleaning tools manufacturers in the PRC
decreased by a CAGR of approximately 1.2% from 2018 to 2020. Our Directors believe
that the household necessity product industry in the PRC will continue to consolidate,
with top players continue to dominate and capture a substantial portion of the industry
growth while smaller players with small production scale will gradually decrease in
number on the basis that the top players can usually satisfy customers’ demands with
their strong design and development capabilities and scale of production, achieve higher
profitability, generate stable revenue due to their established reputation and sales

channels to sustain their businesses.

Our competitive advantages over other top market players in the PRC’s drying rack
manufacturing industry — Our Directors believe that our strong design and development
capabilities, which can be evidenced by the number of innovative patents we own,
coupled with our diversified product offering, has distinguished our Group from other
top market players in the PRC’s drying rack manufacturing industry. As at the Latest
Practicable Date, our Group was the registered owner of 11 innovation patents, whereas,
according to the CIC Report, each of the other top five market players only owned zero
to two innovation patents. Of the top five market players, we are the only company that
has a product portfolio that comprises three product categories, namely, laundry
products, household cleaning tools and kitchen gadgets, while the others’ product
portfolio comprises either drying racks or drying racks and one other product category.
The types of drying rack products offered by us are also more comprehensive, which
cover foldable/upright drying racks, rotary drying racks and wall-mounted drying racks
whereas our peers generally focus on offering only one or two types of the drying racks.
Moreover, according to the CIC Report, the price range of our products is wider than
that offered by the other top five players, allowing our products to reach a wider
customer base. Our Directors believe that in light of the above, which is further detailed
in the paragraphs headed “Our competitive strengths” in this section, our Group is

well-positioned to capture further market share going forward.
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Sufficient business needs to expand our Group’s production capacity

()

(i1)

Our Group’s current production capacity had constrained the extent of our business growth
during the Track Record Period and there are confirmations from our major customers that
they would increase their purchase volume if our Group is able to take up orders of a larger
volume. As our limited production capacity had constrained the growth of our revenue, we
strategically focused on developing and producing products with higher selling price and
profitability, and our sales and marketing team had refrained from proactively soliciting more
purchase orders from our customers or potential customers and only maintained a similar
level of purchase orders from our major customers during the Track Record Period. As such,
our Group’s overall gross profit margin increased from 28.1% for the year ended 31
December 2019 to 29.7% for the year ended 31 December 2020. For the years ended 31
December 2018, 2019 and 2020 and the four months ended 30 April 2021, the purchase
orders initially placed by customers but subsequently declined by us (excluding those
potential purchase orders enquired by our existing customers or potential customers to which
we refrained from further negotiation, which cannot be quantified) amounted to
approximately RMBO0.2 million, RMB1.7 million, RMB2.4 million and RMB1.5 million,
respectively. On the other hand, six of our Group’s existing major customers including the
Bradshaw Group, have indicated by way of written confirmation that they would increase
their purchase volume with our Group if our Group is able to take up orders of a larger
volume. Based on these confirmations, if our Group’s production capacity can be expanded
according to our expansion plan whereby our Group can be more flexible to take up more
orders, the demand for our laundry products and household cleaning tools by existing major
customers is expected to increase by approximately 0.9 million units and 2.6 million units,
respectively. Our Directors believe that these confirmations from brand owners or authorised
agents of well-established international brands served as a good indicator of sufficient
demands for our Group’s products from our existing customers to support our Group’s

expansion plan.

Outsourcing the plastic injection moulding process to external plastic injection service
providers is not a radical or definite solution to ease the saturation of our machinery. During
the Track Record Period, we had to outsource part of the plastic injection moulding process
to external plastic injection service providers on an as-needed basis when our production
facilities had been running close to their full utilisation, which helped alleviate the nearly
saturated utilisation of our machines. Yet, our Directors believe that this is not a radical or
definite solution nor is it conducive to the long-term sustainable development of our business.
Whilst our Group’s products are composed of plastic components of varying sizes, shapes and
delicacies, depending on the original design of the products or requirements of individual
OEM or ODM customers, our Group can or would only outsource certain plastic injection
processes for production of small and simple plastic components, such as covers, caps and

clips, being mainly ancillary parts of our products, to the external plastic injection service
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providers, as the manufacture of which requires less workmanship and only involves the use
of standard mould base. The remaining plastic components cannot be outsourced as the
production of which requires using moulds of specific designs and involves a high level of
precision and unique workmanship. Moreover, it is impracticable for our Group to consider
an alternative arrangement of providing our own moulds of specific designs to external
plastic injection service providers on each occasion as it may lead to a risk of unauthorised
use or duplication of the moulds and jeopardise the integrity of the product designs of our
customers. As such, the continual or even enhanced reliance on outsourcing the plastic
injection moulding process cannot significantly assist us in increasing our production
capacity at all. Our Group will have more flexibility and control over the production schedule
and production process of our products if the entire plastic injection moulding process of all

our products takes place in our Huzhou Production Plant and the New Production Plant.

(iii) The New Production Plant is needed to house our Group’s new plastic injection moulding
machines and other ancillary machinery and equipment. For further details related to our lack
of spare space, please refer to paragraphs headed “(i) Construction of the New Production
Plant” in this section.

Based on the above, our Directors take the view that there will be sufficient market demand

and business needs for our Group to expand our production capacity.

Proposed capital expenditure for establishing the New Production Plant

The New Production Plant will be located in proximity to our Huzhou Production Plant. As
such, the plastic components manufactured in the New Production Plant can be effectively
delivered to our Huzhou Production Plant for further processing and assembling to finished
products. Raw materials and the work-in-progress will be stored in the smart warehouse of the

New Production Plant.

We plan to utilise an aggregate of approximately RMB62.1 million (equivalent to
approximately HK$70.8 million) for establishing the New Production Plant and acquiring new
machinery and equipment to expand our production capacity and efficiency, of which RMB41.5
million (equivalent to approximately HK$47.3 million) will be paid by the net proceeds from the
Global Offering, representing 55.0% of such net proceeds, and the remaining sum of
approximately RMB20.6 million (equivalent to approximately HK$23.5 million) will be financed

by our internal resources and/or bank loans.
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The details of the estimated capital expenditure of approximately RMB62.1 million in

relation to the establishment of the New Production Plant are set out as follows:

Establishment of New Production Plant

Purpose Phase I Phase 11
(RMB’million) (RMB’million)

Land acquisition cost V¢ ©) 11.9 —
Construction of the New Production Plant (V¢ ) 23.6 —
Purchase of new plastic injection machines V¢ 7/ 7.9 7.6
Purchase of new ancillary machinery and equipment V¢ 8.9 2.2
Total 52.3 9.8
Notes:

1. The land acquisition cost is estimated based on the prevailing market price of the land at the proximity of our

Huzhou Production Plant and an approximate site area of 16,000 sq.m. and will be paid by the proceeds from the
Global Offering.

2. The estimated cost for constructing the production facility and the smart warehouse includes both the building cost,
the renovation cost based on the preliminary quotations we obtained from the building contractors in the PRC and
the cost for acquisition of smart warehouse system, of which approximately RMB14.0 million will be paid by the
proceeds from the Global Offering.

3. For details of the breakdown of the cost for acquisition of new machinery and equipment, please see the paragraphs
headed “Expand our production capacity by establishing a New Production Plant and warehousing — (ii)
Acquisition of new machinery and equipment for the New Production Plant” in this section.

Proposed location of the New Production Plant

In selecting the location of the New Production Plant, we have considered a number of
criteria, among others, including (i) whether there exists any mature infrastructure development in
terms of water supply, water drainage, electricity supply, heat supply and transportation network
for such location; and (ii) whether the land is in close proximity to our Huzhou Production Plant to
allow a more efficient management of our daily operations and facilitate collaboration among our
different departments. As at the Latest Practicable Date, we have identified a parcel of land
located in Deqing County, Huzhou City, Zhejiang Province, the PRC with a total site area of
approximately 16,000 sq.m., which our Directors consider to be a feasible location of our New
Production Plant and we have submitted a written application for approval from the relevant local
administrative authority in respect of our project for setting up the New Production Plant. We will

proceed to acquire the land after receipt of the said approval.
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The expected key procedures for the acquisition of the land are as follows:

Key procedures Proposed timeline

Expected date of the application results in respect of our application October to November
for the approval of our project in setting up the New Production 2021
Plant

Obtain the confirmation letter issued by the local bureau of the October to November
Ministry of Natural Resources of the PRC* (¥ A\ RALAIE {5k & 2021
JE#F) or the relevant authority in respect of the land use rights of
the land

Complete the acquisition of the land November 2021

Once we have completed the acquisition of the land and the ancillary rights in the manner set
out above, our expansion in this respect can be further divided into three stages, namely, (i)
construction of the New Production Plant; (ii) acquisition of new machinery and equipment for the

New Production Plant; and (iii) setting up a smart warehouse in the New Production Plant.

(i) Construction of the New Production Plant

We have been operating our Huzhou Production Plant since 2010. Along the expansion of the
scale of our business operations throughout the years, we encountered limitations to expand our
production capacity due to space constraint and the layout of our Huzhou Production Plant for
installation of additional large-sized machinery. Given the production of our products has to go
through various processes with different machinery and equipment such as plastic injection
machines, conveying belt and system and power coating machines etc. which are large-sized, they
have to be placed and installed in a planned and orderly manner to ensure they are operated safely.
Of the gross floor area of approximately 58,441 sq.m. of our Huzhou Production Plant,
approximately 30,231 sq.m. has been used for production where our production machinery and
equipment are housed; and approximately 28,210 sq.m. for warehousing, office, dormitories and
ancillary facilities. The area of our Huzhou Production Plant allocated for production has been
substantially occupied by our major machinery and equipment for the manufacturing of the metal

components, washing line components and plastic components of all our products together with
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over 600 production workers. Thus, it has no further spare space to house a large number of
additional large-sized machinery. The following table sets forth the breakdown of the respective
gross floor area of our Huzhou Production Plant and New Production Plant by the usage of the

allocated space:

Huzhou New Production
Usage Production Plant Plant

(sq.m.) (sq.m.)

(estimated)

Production workshops 30,231 18,800
Warehouse 17,762 2,200
Offices 6,055 700
Dormitories and ancillary facilities (Note) 4,393 200
Total 58,441 21,900

Note: Ancillary facilities also includes environmental protection and/or safety facilities.

Though the production workshops of our Huzhou Production Plant doubles the size of that in
the New Production Plant and both production facilities will ultimately house a similar number of
plastic injection machines, the Huzhou Production Plant serves multi-purposes in the manner set
out above and would need more space but the New Production Plant will mainly complement the
operation of our Huzhou Production Plant by undertaking the plastic injection moulding process
and thus, the number of machines and equipment housed or to be housed in these two production

plants will not be in proportion to their respective site area due to the following reasons:
a.  Different production process(es)

Upon completion of the New Production Plant, it will primarily be undertaking the plastic
injection moulding process for the production of plastic components while the Huzhou Production
Plant will carry out the production of metal components and washing line components on top of
the plastic components and undertake other production processes, such as washing line extrusion
and cutting, powder spraying etc. and the assembling of our products. Moreover, our Huzhou
Production Plant also houses manual assembly lines which require over 600 workers, and therefore
take up considerable space. On the other hand, as the machines to be installed in the New
Production Plant are more advanced and higher automation level which require less number of

workers, a more compact factory layout can be organised in the New Production Plant.
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b.  Different floor plan design

Given the current layout of the Huzhou Production Plant and its power supply infrastructure,
our Directors are of the view that in order to install new machinery and equipment in the Huzhou
Production Plant, our Group will have to remodel the Huzhou Production Plant, which is less

flexible than to design a new layout in the New Production Plant.

In light of the above, our Directors believe that the New Production Plant with a gross floor
area of approximately 21,900 sq.m can ease the space constraint of our Huzhou Production Plant
and will allow us to segregate different types of machines based on their functions performed in

the production process of our products.

We expect that after the New Production Plant is in full operation, the maximum annual
design capacity of our laundry products and household cleaning tools is expected to increase while
our operating expenses could be reduced by converting the alternative arrangement of outsourcing
part of the plastic injection moulding to external plastic injection service providers to in-house
production. The table below sets forth the estimate of our annual operating expenses for setting up
the New Production Plant with the new machinery and equipment in comparison with the historical

expenses for outsourcing the plastic injection moulding, respectively:

New Production Plant with Outsourcing to plastic
automated machinery and injection processing
Annual expenses equipment providers
RMB’000 RMB’000
Depreciation expense of the New
Production Plant Vo 7/ 1,352 —
Depreciation expense of new machinery
and equipment Vo¢ 2 2,527 —
Labour expenses 3,744 (Note ) 360 Nore ®
Outsourcing expenses V¢ % 2,525 15,938
Total 10,148 16,298
Notes:
1. Depreciation expense of the New Production Plant is calculated using the straight-line method to allocate their

costs, net of their residual value which is assumed to be 5% of the acquisition cost, over their estimated useful lives
of 50 years and 20 years for land and building, respectively.

2. Depreciation expense of the new machinery and equipment is calculated using the straight-line method to allocate

their costs, net of their residual value which is assumed to be 5% of the acquisition cost, over their estimated useful

lives of 10 years.
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3. This represents the expected direct labour costs to be incurred at the New Production Plant and is estimated based
on the historical average staff cost incurred in our own production process.

4. This refers to our staff costs incurred in supervising production process of the external plastic injection service
providers.
5. This is based on the historical processing fees paid to external plastic injection service providers for the year ended

31 December 2020. The estimated outsourcing expenses upon the establishment of the New Production Plant is
based on the projected volume of household cleaning tools products to be outsourced for plastic injection process

assuming the New Production Plant is fully utilised.

Apart from saving the annual operating costs which is estimated to be approximately RMB6.2
million, the establishment of the New Production Plant would not only expand our production
capacity, but also enable us to be better equipped to capture the expected growth of drying rack

and household cleaning tool markets.

Payback period and breakeven point

We consider that our New Production Plant would achieve breakeven when the revenue
generated by it covers its operating costs and expenses (excluding depreciation charge) incurred in
the same year on an accounting basis. The production scale required to achieve breakeven would
vary, depending on various factors, such as general economic and market conditions, market
demands, utilisation rate of our production lines, market competition and costs of production. We
consider that our New Production Plant would achieve investment payback when the total future
net cash flow generated from operating activities once the commencement of its commercial
production has covered the total investment amount including land acquisition cost, construction
cost and machinery and equipment acquisition cost. The time required to achieve investment
payback would also vary, depending on various factors, including those mentioned above and the

actual capital expenditure such as costs of machinery and equipment.

Given our maximum annual designed capacity will be increased by approximately 1,600,000
units of laundry products and approximately 6,400,000 units of household cleaning tools by
September 2023 after the New Production Plant has commenced full operation, it is estimated that,
based on our Directors’ knowledge and experience, the payback period for our New Production
Plant will be approximately 35 months and that breakeven could be achieved within approximately

one month.
(ii) Acquisition of new machinery and equipment for the New Production Plant
We intend to purchase an additional 64 plastic injection machines, 60 automated robotic

arms, 60 conveying belts and other ancillary machinery and equipment for installation in our New

Production Plant.
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Based on the preliminary quotations obtained by us and our Directors’ experience, we
estimate that the capital expenditure for the acquisition of new machinery and equipment will be
approximately RMB26.6 million (equivalent to approximately HK$30.3 million), of which
approximately RMB15.5 million and RMB100,000 (equivalent to approximately HK$17.8 million
and HK$114,000, respectively), representing approximately 20.5% and 0.1% of the net proceeds
from the Global Offering, will be paid by the net proceeds from the Global Offering for purchase
of plastic injection machines and other ancillary machinery and equipment, respectively and the
remaining sum of approximately RMB11.0 million (equivalent to approximately HK$12.5 million)

will be funded by our internal resources and/or bank loans.

The details of the new machinery and equipment to be housed in the New Production Plant

and their estimated cost are as follows:

New machinery and Number of Expected Estimated
equipment Principal use units useful lives costs
(RMB
(Years) million)
Plastic injection Used for moulding melted polypropylene 64 10 15.5
machines resin mixture in its mould cavity to

manufacture the plastic parts of our

products

Automated robotic arms  Used for loading and injecting 60 10 24
polypropylene resin to the automated

injection machines

Conveying belt and Used for carrying the work-in-progress 60 10 2.7
system pieces to different production stations

Other ancillary Used to carry out different aspects of our 26MNore) 5-10 6.0
machinery and production process
equipment V¢

Total 26.6

Note: Other ancillary machinery and equipment includes various machinery and equipment for power distribution, water

supply and environmental protection and safety, etc.
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The following table sets forth the respective number of machines to be acquired in each
phase of completion of the New Production Plant and the maximum designed annual capacity of

these new machines:

Expansion plan

Purpose Phase I Phase 11
Number of automated plastic injection machines 32 32
Number of automated robotic arms 30 30

Maximum designed annual capacity (units)
Laundry products 800,000 800,000
Household cleaning tools 3,200,000 3,200,000

(iii) Setting up a smart warehouse in the New Production Plant

In alignment with the increase in our production capacity following the commencement of
operation of the New Production Plant, we plan to set up a smart warehouse in the New
Production Plant with an area of approximately 2,200 sq.m. for storage of raw materials and
work-in-progress products. This smart warehouse can keep track on the amount of inflow and
outflow of raw materials and the work-in-progress parts and also integrate with our existing ERP
system and the MES system to be acquired with the funding from the Global Offering so that we
can better monitor the procurement of raw materials, production and storage of our raw materials
and work-in-progress products. Since December 2020, our Group has leased premises located in
Huzhou City, Zhejiang as additional warehouse space. For additional information on the leased
properties of our Group, please refer to the paragraphs headed “Leased properties” in this
prospectus. Considering the increasing trend in utilisation rate of our existing warehouse in the
Huzhou Production Plant being 68.4%, 78.4%, and 84.2% and 86.9%, during the Track Record
Period, respectively and the need for more warehousing space to align with the expansion plan of

our production capacity, we intend to set up the smart warehouse in the New Production Plant.

For setting up the smart warehouse in our New Production Plant, we will implement the

following plans:

(1) Optimising the storage space: We plan to optimise our warehousing space by dividing
the warehouse into different sections for raw materials and work-in-progress. In each
section, there will be different zones and shelving units specifically for different kinds
of raw materials and work-in-progress in terms of their nature and sources. Moreover,
we aim to enhance our efficiency by reducing the time for locating and retrieving

required items and the security and safety of our warehouse;
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(i1) Installation of smart warehouse system: A smart warehouse system which can
consolidate our warehouse data into an accessible platform to give us a real-time data
and statistic about the status of our inventories so that we can devise our procurement

and inventory planning more accurately and in a more timely manner;

(ii1) Installation of automated picking tools and vehicles: We plan to purchase automated
picking tools and vehicles like artificial intelligent robots to handle the retrieving and

delivery of items within the smart warehouse;

(iv) IoT implementation: We intend to deploy the IoT system to synchronise our data in an
easy-to-access network which in turn helps optimise our inventory control, procurement

planning and reduce the turnaround time for retrieving and storage of items; and

(v) Installation of ancillary equipment: The smart warehouse will be installed with ancillary

equipment such as security sensors, spoilage, temperature and moisture monitors.

II. Enhance the production efficiency of our Huzhou Production Plant

As the New Production Plant will carry out plastic injection moulding process for
manufacturing the plastic components of our products for onward delivery to our Huzhou
Production Plant for further processing and assembling to finished products, the production

capacity of our existing Huzhou Production Plant has to be enhanced correspondingly.

Based on the preliminary quotations obtained by us, we estimate that the capital expenditure
for the acquisition of new machines and equipment for our Huzhou Production Plant will be
approximately RMB6.8 million (equivalent to approximately HK$7.8 million), of which
approximately RMB6.0 million (equivalent to approximately HK$6.8 million), representing
approximately 7.9% of the net proceeds from the Global Offering, will be paid by the net proceeds
from the Global Offering and the remaining sum of approximately RMBO0.8 million (equivalent to

approximately HK$0.9 million) will be funded by our internal resources and/or bank loans.
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Acquiring new machines and equipment for our Huzhou Production Plant

We plan to purchase the following new machines and equipment for our Huzhou Production
Plant:

Types of machinery and Expected Estimated
equipment Functions Quantity useful lives costs
(RMB
(units) (years) million)
Automated powder Used for coating of metal with powder 2 10.0 2.0
coating lines
Automated plastic Used for spray painting on our products 2 10.0 0.5
spraying machines with high level
Semi-automated brush Used for filling of brushes into plastic 2 10.0 4.3
filling machines bases for our household cleaning tools
Total 6.8

The above new machines and equipment to be acquired will be complementary to our existing
machines and equipment and are not for replacing the existing machines and equipment and thus,
the installation of which in our Huzhou Production Plant would fully occupy its spare space. Our
Directors expect that these machines and equipment would enable us to cope with the projected
increase in our production volume of our products after completion of the New Production Plant
and enhance the automation level of our Huzhou Production Plant and result in a reduction in our

direct labour cost as a result of reduced manual works.

Our Directors expect that while there will be a slight increase in operating expenses, such as
repair and maintenance expenses and utilities expenses due to the installation of these additional
machines and equipment, the reduction in staff cost resulting from reduced manual works will be

able to set off the increase in operating expenses.

We consider that the new machines and equipment for installation in our Huzhou Production
Plant would (i) achieve breakeven when the revenue generated and cost saved by them can cover
their expenses incurred in the same year/period on an accounting basis; and (ii) achieve investment
payback when the net cash flow generated from them has covered the total investment amount. On
this basis, it is estimated that the payback period for such new machines and equipment will be
approximately 33 months and the breakeven will be approximately one month after they have

commenced operation.
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III. Develop an integrated smart manufacturing system to ensure effective execution of our
manufacturing process and enhance our production efficiency

We currently rely on our ERP system to manage our inventory and monitor our manufacturing
process. In view of the growing trend of automation and data exchange in manufacturing
technologies and to further improve our operational efficiency, we plan to strengthen our
competitiveness as a well-established manufacturer by developing an integrated smart
manufacturing system (the “MES system”) to allow us to monitor each stage of our production in
real time and respond timely to any changes in production conditions. To develop and implement
an integrated smart manufacturing system, we expect to acquire and install a MES system in our
Huzhou Production Plant to integrate with our existing ERP system in order to achieve a better
control of our sales and production information, monitor the procurement of raw materials and the
manufacturing process on real time basis and manage our relationship with individual customers

and suppliers.

Furthermore, with an advanced integrated smart manufacturing system, we can collect, trace,
store, manage and interpret data collected from our procurement, warehousing and manufacturing
activities as it continuously records and updates various aspects of these activities and processes.
An advanced MES system can also track and monitor our resources including the inventory level
of our raw materials, utilisation of our production capacity from time to time and the status of our
sales and purchase orders, in a timely manner. The data collected in the assembling and
manufacturing process in the MES system can be integrated with our ERP system for further
consolidation, analysis and information reporting. As such, an integrated smart manufacturing
system not only ensures accurate monitoring of the manufacturing process and improves our
production efficiency but also facilitates us to plan and iron out our business expansion plan. We
also intend to upgrade our IT infrastructure to cater for an anticipated increase in data transmission
among our production and other key operating processes. To achieve this, we plan to, among
others, (i) establish a cloud system which collects and shares real time data of orders and

operations; and (ii) strengthen network security and control.

The estimated total costs for developing the integrated smart manufacturing system and
upgrading our IT infrastructure are approximately RMB2.0 million (equivalent to approximately
HK$2.3 million), of which approximately RMB1.6 million (equivalent to approximately HK$1.8
million), representing 2.1% of the net proceeds from the Global Offering, will be paid by the net
proceeds from the Global Offering and the remaining sum of approximately RMBO0.4 million
(equivalent to approximately HK$0.5 million) will be financed by our internal resources and/or

bank loans.
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IV. Expand our sales and marketing network

According to the CIC Report, the import value of drying racks in the United Kingdom,
Australia and Germany is expected to increase from 2021 to 2025 and the import value of cleaning
tools in the United States is expected to increase from 2021 to 2025. For details, please refer to
the section headed “Industry Overview” in this prospectus. In order to seize these business
opportunities and to reach out to more well-established international brands while at the same time
consolidating the long-term business relationship with our customers, we intend to continue to

expand our sales and marketing network in the overseas markets.

We had also started developing and manufacturing laundry products, household cleaning tools
and kitchen gadgets under our own brand “Jia Ji Bao” (% 7 &) to tap into the local markets in the
PRC since December 2017. Our own-brand products are mainly sold through e-shops in the PRC,
such as taobao.com (¥ E49).

Our Directors believe that a focused sales and marketing strategy to both the overseas and the
PRC markets in the following ways will help boost the sales of our products in both overseas and

the PRC markets and to better utilise our increased production capacity.
(i) Participating in and attending more industry exhibitions and fairs

For the two years ended 31 December 2018 and 2019, we attended five and three trade fairs
and exhibitions to showcase our products and increase our exposures in the market and more than
60 companies expressed their interest in our products or requested a quotation from us during or
after industry exhibitions or trade fairs, which demonstrates the success of our past experience in
this respect. Of these 60 companies, approximately ten companies subsequently established
business relationship with us by becoming our customers. Though the sales obtained directly from
these events were not significant, our Directors believe that we can indirectly benefit from
attending these trade fairs and exhibitions, to the extent that we can promote brand awareness
among industry players, strengthen our Group’s corporate image and provide our sales and
marketing executives with opportunities to exchange business contacts with our targeted and
potential customers. Our Group attended only one trade fair for the year ended 31 December 2020
and did not attend any trade fair during the four months ended 30 April 2021 as many trade fairs
and exhibitions were cancelled or postponed due to the COVID-19 outbreak. However, we intend
to attend more trade fairs and exhibitions once the draconian measures imposed by various
governments are relaxed or when COVID-19 can be successfully contained, as our Directors
expect that by then more industry players would proactively attend large-scale or international
exhibitions and trade fairs to showcase their products and promote their brand awareness. This
allows our existing or potential customers to have a better understanding of our latest product

offerings and provide us with their feedbacks and views on our products, which creates an
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effective interface between our customers or potential customers and us. Further, we can gain an
overview of the latest market trend on our household necessity products and an opportunity to

evaluate the products of our competitors.

In view of the above advantages, we intend to (i) attend more industry exhibitions and trade
fairs and (ii) enhance our presence by increasing the scale and enhance the design of our show
booths at these industry exhibitions and trade fairs. The following table sets out details of some of
the major industry exhibitions and trade fairs we intend to attend in the years ending 31 December
2021, 2022 and 2023:

Industry exhibitions and trade fairs Locations Target customers
The Inspired Home Show Chicago, Distributors and retailers in North
the United States and South America
East China Fair (¥£32€) Shanghai, the PRC Supermarket customers in the
PRC
Canton Fair (J& 22 €) Guangzhou, the PRC Buyers, traders, distributors and
retailers around the world
Shanghai Commodity Fair* Shanghai, the PRC E-commerce customers in the
(b A ERE) PRC
Shanghai Private Brand Exhibition*  Shanghai, the PRC Supermarket customers in the
(i B AT ) PRC
Hangzhou Net Red Live Hangzhou, the PRC Distributors and retailers in the
E-commerce Expo (BT 441 B #% PRC
CAIE A )
Frankfurt Exhibition Frankfurt, Germany Distributors, retailers and traders
in Europe

We intend to utilise an aggregate sum of approximately RMBS5.3 million (equivalent to
approximately HK$6.0 million) for attending the above industry exhibitions and trade fairs, which
will be funded by the net proceeds from the Global Offering, representing approximately 7.0% of
the net proceeds from the Global Offering.

(it) Recruiting additional sales and marketing executives

Our Directors consider that personnel of our current sales and marketing team would not have
spare capacity to assume additional responsibilities arising from our expansion plan given their
current workload. As at the Latest Practicable Date, we had a sales and marketing team composed
of one executive who is responsible for the sales and marketing activities for the PRC market, nine
executives who are responsible for the sales and marketing activities for the overseas market and
six executives who provide administrative and after sales support to our sales and marketing

functions. As such, it is necessary for our Group to hire additional personnel to (i) help secure new
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customers from both overseas markets and the PRC markets; (ii) perform the relevant market
research on the trend of household necessity products and to reach out to potential new customers;
(ii1) attend trade fairs and exhibitions to explore more business opportunities; and (iv) handle the
expected increase in purchase orders from both our existing customers and new customers
following the expansion of our production capacity. Moreover, since we lack relevant expertise, we
intend to recruit sales and marketing executives in the PRC who are experienced in using digital
channels for marketing such as social media, email marketing, search engine rankings, online

display advertisements and corporate blogs and in operating online shops.

The PRC team will focus on building up our brand awareness and promoting our own-brand
products through digital channels such as social media, email marketing, search engine rankings,
online display advertisements and corporate blogs in order to boost the sales of our products at the
existing e-shops platforms at which our products are displayed and our flagship online shop to be
established in the PRC market. The overseas team will continue to reach out to more international
renowned brands of household necessity products and to maintain business relationship with our

existing customers.

The following table sets out the preferred qualifications, experience and salaries of the nine

sales and marketing personnel to be recruited with the net proceeds from the Global Offering:

Estimated
Preferred experience and average monthly
Position Number Qualifications salary
RMB’000
Sales and marketing 9, of whom 4 are . Tertiary education, majoring in business 11

executive responsible for and marketing; and

overseas markets

and 5 are . Having at least two years’ experience in
responsible for the sales and marketing of household
PRC market necessity products in the PRC or overseas

market, preferably through digital
channels and have experience in setting

up and operating online shops

We intend to utilise an aggregate sum of approximately RMB2.1 million (equivalent to
approximately HK$2.4 million) for recruiting additional sales and marketing executives, which
will be funded by the net proceeds from the Global Offering, representing approximately 2.8% of
the net proceeds from the Global Offering.
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(iii) Exploring more effective online marketing strategies

Owing to (i) our lack of spare production capacity to manufacture our own-brand products in
a large scale during the Track Record Period; (ii) the absence of any large-scale online marketing
activities to promote our own-brand products; (iii) the limited functions of the existing e-shop
platform for the sale of our own-brand products; and (iv) our sales and marketing team’s lack of
experienced personnel who had expertise in digital marketing or operation of e-shops during the
Track Record Period, the revenue generated from the sale of our “Jia Ji Bao” (X HE) brand
products through e-shops during the Track Record Period was insignificant. Revenue generated
from our own-brand products sold in the PRC amounted to approximately RMB1.0 million,
RMBO0.4 million, RMBO0.1 million and RMB22,000, respectively, for the years ended 31 December
2018, 2019 and 2020 and the four months ended 30 April 2021. Correspondingly, for the years
ended 31 December 2018, 2019 and 2020 and the four months ended 30 April 2021, our sales and
marketing expenses by online marketing channels remained minimal, amounting to approximately
RMBO.1 million, RMBO0.1 million, RMBO.1 million and nil respectively.

Despite the above, considering the increased internet penetration rates, the rapid development
of online shopping in the PRC and widespread use of smartphones in the PRC nowadays, we
intend to (i) develop advanced mobile phone applications in order to promote our brand and
products; (ii) pay for more favourable screen space on relevant e-commerce portals; (iii) exploit
online social media platforms such as WeChat and Weibo to disseminate our product information
to targeted customers and raise brand awareness; and (iv) adopt search engine optimisation

measures to increase the visibility and web traffic of our existing and future product displays.

We intend to utilise an aggregate sum of approximately RMB2.9 million (equivalent to
approximately HK$3.3 million) for this purpose for online marketing activities. Approximately
RMB2.5 million (equivalent to approximately HK$2.9 million), or approximately 3.3%, of the net
proceeds from the Global Offering will be used to this end and the remaining sum of
approximately RMBO0.4 million (equivalent to approximately HK$0.5 million) will be funded by

our internal resources and/or bank loans.

(iv) Strengthening our online sale by revamping our existing product display at our e-shops

and setting up a new flagship online shop

According to the CIC Report, online sales channels are particularly effective for promoting
brands and products in the PRC markets and online shops will become an important shopping
channel for consumers of household necessity products in the PRC. In particular, the outbreak of
COVID-19 pandemic having caused more consumers to online shop. We intend to revamp our
existing product display at our e-shops and set up a flagship online shop at the e-shopping
platforms operated by an Independent Third Party commerce operators, such as TMALL.com in the

PRC, for the sale of our own-brand products.
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To revamp our product display at our e-shops and set up a flagship online shop, we plan to
(i) create an ecommerce landing page for our existing e-shops and flagship online shop at which
our products are displayed and to increase their conversion rates concurrently with the launching
of our marketing campaigns from time to time, (ii) improve the web design of our product display
at both e-shops and the flagship online shop in order to attract more visitors, provide them with
more information about our own-brand products and (iii) conduct promotional and marketing

activities via the flagship online shop.

To open a flagship online shop on a well-recognised e-commerce platform, we have to pay
security deposit, annual technology fee and logistics setup fee to the online mall operator. We will
also incur expenses in relation to e-shop application, design of user interface, order management

system, warehousing, marketing and sales commission to the online mall operator.

We intend to utilise an aggregate sum of approximately RMB1.4 million (equivalent to
approximately HK$1.6 million) for the above strategies and operation of our flagship online shop,
which will be funded by the net proceeds from the Global Offering, representing approximately
1.9% of the net proceeds from the Global Offering.

V. Further enhance our product design and development capabilities

During the Track Record Period, we placed great emphasis on our product design and
development and our research and development costs amounted to approximately RMB1.5 million,
RMBI1.5 million, RMB1.7 million and RMB1.0 million, respectively. As at the Latest Practicable
Date, our Group was the registered owner of 26 utility model patents, 15 design patents, 11
innovation patents, two community design patents, and one invention patent which are material to
our business. In alignment with our enhanced production capacity upon full operation of our New
Production Plant under our expansion plan, we intend to strengthen our research and development
capabilities with a view to (i) improving our product design in terms of appearance, functions,
features and quality; (ii) improving our production techniques to achieve better production

efficiency and cost saving; and (iii) developing our own-brand products.
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(i) Acquisition of advanced design software and equipment

During the Track Record Period, our design and development team used basic 3D printers
and 3D computer aided design software in designing product prototype based on our customers’
specific requirements. To cope with more innovative and potentially more complicated designs, we
intend to purchase advanced models of 3D printers and 3D design software, which will assist us to
create more precise product prototypes at lower cost, higher speed and shorter product turnaround
time and thus improve our overall design capabilities. As such, we plan to provide the additional
engineers and product designers we intend to recruit with the equipment set forth in the table

below with the estimated cost based on the quotations obtained by us from the relevant suppliers:

Expected useful

Additional design software and equipment Number of units lives Estimated cost
(Years) (RMB’ million)
3D printer 3 5 4.1
3D design software 4 3 0.1
Computers 4 3 0.1

We intend to utilise an aggregate sum of approximately RMB4.3 million (equivalent to
approximately HK$4.9 million) for the acquisition of advanced design software and equipment,
which will be funded by the net proceeds from the Global Offering, representing approximately
5.7% of the net proceeds from the Global Offering.

(ii)) Recruitment of expertise who possess extensive industry experience

We expect that (i) the number of orders to be placed by our customers would increase in
alignment with our enhanced production capacity; and (ii) there will be orders for products of
higher complexity and more functionality. Examples of such products of higher complexity and
more functionality include but not limited to mops that use steam to clean floors and carpet,
electric heated drying racks that help speed up the drying of clothing, and easily collapsible drying
racks with the push of a button.
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As such, our Directors are of the view that it is imperative for us to recruit more talents in

product engineering and product design. The table below sets forth the preferred qualifications,

experience and salaries of the additional design and development staff to be recruited with the net

proceeds from the Global Offering:

Estimated
average
Position Specific qualification and/or requirements monthly salary
(RMB’000)
Engineer 3 a university degree or diploma in 8
mechanical or product engineering majors,
and
at least three years working experience in
automated equipment production
management or household necessity
product production
Product designer 3 a university degree or diploma in product 8

design majors, and

at least three years relevant working
experience in household necessity product

production or plastic product production

We intend to utilise an aggregate sum of approximately RMB1.2 million (equivalent to

approximately HK$1.4 million) for the above recruitment of expertise who possess extensive

industry experience, and all of which will be from the net proceeds from the Global Offering,

representing approximately 1.6% of the net proceeds from the Global Offering.
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(iii) Provision of continuous trainings to our design and development staff

We intend to provide continuous trainings to our design and development staff to help
improve their technical skills and support their professional development. Training includes (i)
regular in-house training by senior designers in relation to product knowledge and characteristics
of our products; (ii) attending external training courses in relation to the latest product
development and use of technology; and (iii) allowing our designers to participate in external trade

fairs in the PRC and abroad to gain better knowledge of market trend.

We intend to utilise an aggregate sum of approximately RMB1.8 million (equivalent to
approximately HK$2.1 million) for the above provision of continuous trainings to our design and
development staff, and all of which will be from the net proceeds from the Global Offering,
representing approximately 2.3% of the net proceeds from the Global Offering.

(iv) Co-operate with universities and research institutes in the PRC to conduct research

initiatives

We plan to enter into cooperation agreements with universities and other external research
institutes to jointly carry out research projects focusing on the use of materials, the development of
more product features, functionalities and the strengthening of production technologies. For
example, through our research initiatives with these universities and research institutes, we can
explore the possibility of using more environmentally friendly raw materials in our production
process and/or the manufacturing techniques that will render our production process more efficient.
The findings and results of the research shall belong to our Group. To avoid any possible
contention on the intellectual right of the research findings, our cooperation agreements with the
universities or external research institutions will expressly delineate the rights and obligations of
each party in the conduct of the research works and to confer the ownership of the findings or
results of the researches to us. We shall also be entitled to apply for registration of the findings or
the result of the research as our invention patent, model patent, design patent, as the case may be,

in the PRC for the production of our new products or for improving our production techniques.

We intend to utilise an aggregate sum of approximately RMBO0.7 million (equivalent to
approximately HK$0.8 million) for the above cooperation with universities and research institutes
in the PRC, of which approximately RMBO0.3 million (equivalent to approximately HK$0.3
million), representing approximately 0.4% of the net proceeds from the Global Offering will be
used for this purpose and the remaining sum of approximately RMBO0.4 million (equivalent to

approximately HK$0.5 million) will be funded by our internal resources and/or bank loans.
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OUR BUSINESS MODEL

We are principally engaged in the design, development, manufacture and sale of a wide
variety of laundry products, household cleaning tools and kitchen gadgets, which are common
items of household necessity products, for well-established international brands on an OEM or
ODM basis. We generate our revenue predominantly from overseas sales, and our sales are
primarily denominated in USD while our cost of sales are primarily denominated in RMB. While
most of our overseas sales take place in the PRC, some of which are concluded in Hong Kong and
the United Kingdom. We source raw materials principally from our suppliers in the PRC and our
production takes place in our Huzhou Production Plant in the PRC. We generally deliver our
products to the designated warehouses or departure ports in the PRC and our customers arrange the
overseas delivery to the countries such as the United States, the United Kingdom, Germany and
Australia. Since December 2017, we have started designing, manufacturing and selling products
under our own “Jia Ji Bao” (%7 ) brand in the PRC.

The table below sets forth the breakdown of our revenue by mode of operation for the years
and periods indicated:

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

2018 2019 2020 2020 2021

Revenue % of total ~ Revenue % of total ~ Revenue % of total ~ Revenue % of total ~ Revenue % of total

RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie

(unaudited)
OEM 248,094 75.5 248818 73.9 294,702 766 81,093 718 93,578 74.1
ODM 79,698 242 871354 200 87,543 228 31,720 28.1 30,935 24.5
OBM 956 0.3 381 0.1 2,495 0.6 29 0.1 1,127 1.4
Total 328,748 100 336,553 100 384,740 100 112,842 100 126,240 100

OEM, ODM and OBM sale

Our OEM business involves the manufacture and sale of products based on customers’
specifications and guidelines. We generally receive a product package from our customers, which
includes target ex-factory unit price, technical drawings, specifications, the exact samples that they
engage us for mass production and/or the choice of raw materials. Alternatively, our customers
may also provide us with the name(s) of the designated supplier(s) from whom we would purchase
and procure raw materials to be used for production. To differentiate us from other manufacturers,
our product development team will provide inputs on the technical feasibility of mass production
of the product in terms of the product’s design, production method and materials to be used for

production. We will evaluate costing on the indicative ex-factory unit price provided by the
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customers. If we decide to accept the customers’ offer, we will inform the customers the kind of
raw materials that we need to manufacture the products as well as the mark-up costs of those

components and parts.

For products developed and manufactured on an ODM basis, our customers would generally
provide us with their ideas and concepts of the products and we would transform their ideas and
concepts into physical products with certain degree of involvement by our product design and
development team on a case-by-case basis. Our ODM business also leverages on the capabilities of
our product design and development team to create designs in line with the current market trend,
enabling our customers to enjoy our “one-stop service” in terms of design, selection of raw
materials, production, and quality control for their tailor-made products. Our ODM customers may
also provide us with specific requirements for production, which may be related to the compliance

with relevant safety and quality standards on materials, packaging and labelling.

For both OEM and ODM sales, our product development team produces the first prototype of
a new product in our prototype workshop for our customers. We work with our customers to refine
the prototype, adjust the specifications and negotiate on the ex-factory unit price, if necessary.
Where requested by customers, our production team may manufacture sales samples for the
customers. After obtaining approval from our customers on the designs and specifications, we will
issue sales confirmation to record product details and terms of our sales. We will then proceed to

mass production. Products are packed and labeled according to our customer’s instruction.

Both our OEM and ODM customers may send personnel to our Huzhou Production Plant to
inspect the products to ensure that the products comply with their requests and specifications. The

finished products are then packaged and delivered to them.
During the Track Record Period, we also generated a small portion of our revenue from the

sale of products under our own brand, namely “Jia Ji Bao” (X% &), to local customers in the
PRC.
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Our business model relating to our sales can generally be summarised as follows:

Product design
and
development

Orders origination
and
Pre-production

Confirmation

of order 2 days
Confirmation
of sales
order/product
offering
Materials
procurement ~ 15 days
Manufacturing
and
Quality control
Mass
production, Logisti
packaging and 20 days ogistics
delivery
Complaint
handling

ODM

OEM

Overseas sales and PRC

Our customers provide the
ideas and concepts of the
products.

Through communication and
exchange of ideas with the
customers, our product design

and development team then .
generates our design,

specifications and drawings.

Our customers provide us with
their specific product design or
specifications or technical
drawings, and our product
design and development team
will evaluate the feasibility of
mass production.

If necessary, we then discuss
with the customers for possible
enhancements and

improvement.

Once the design is confirmed, we will select a third party mould
supplier from our internal approved list to cast the mould.

Prototype is produced for testing and provide some mould modification if
necessary. We will ship a batch of samples to our customers for their
confirmation.

Our customers generally place purchase order with us with the agreed
ex-factory unit price, specifications, order volume and other payment

and delivery terms. Our procurement team orders such materials from
suppliers and deliver to our Huzhou Production Plant.

Customers will confirm the sales order with us.

We purchase appropriate raw materials from our approved suppliers.

Upon the receipt of purchase order, we will proceed to manufacture
the products.

Products that pass inspection are then packed and delivered to our
customers generally on FOB terms.

OBM
PRC

Our product design and
development team designs our
product with its experience
and expertise, with reference
to prevailing market trend.

Once the design is confirmed,
we will select a third party
mould supplier from our
internal agproved list to
produce the mould of such
products.

Our QACA ensures raw
materials would satisfy our
specifications before they are
accepted and further
processed.

After the samples or
prototypes have passed all the
relevant tests, we will
determine the commercial
launching time of the new
products on e-shops.

We will keep a certain level
of inventory before the orders
of this product are made.

We then package and arrange
delivery of the products.

Our sales and marketing team handles complaints, product return or replacement.

Based on the experience of our Directors, pre-production to product delivery generally takes

30 days to 60 days.
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Below are sample product images of products manufactured in the OBM business model
under our brand name “Jia Ji Bao” (K& H):

Laundry products

Household cleaning tools

Kitchen gadgets
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OUR BUSINESS OPERATION

Our products are primarily manufactured and sold to international brand owners or their
authorised agents on an OEM or ODM basis for resale as wholesaler or retailer in overseas
markets. Since December 2017, we have started designing, manufacturing and our products under
our own “Jia Ji Bao” (%75 &) brand in the PRC, thereby commencing our OBM business, and our
business operation would generally involve (i) product design and development, especially for our
ODM and OBM products; (ii) orders origination; (iii) confirmation of sales orders or product

offering; (iv) manufacturing; (v) quality control; (vi) logistics; and (vii) complaint handling.
Product design and development

Being a supplier of laundry products, household cleaning tools and kitchen gadgets on OEM
or ODM basis, we need to impress our customers with our product mix and our large-scale
production capacity to achieve economies of scale and our production efficiency. To our ODM
customers, we also need to showcase our product design and supply chain management capabilities
in order to secure purchase orders from them. Therefore, we place emphasis on market research,
product development and enhancement of our production capacity, which together form an integral
part of our business and operation. Our sales and marketing team is responsible for gathering
information on the latest trend of household necessity products, evaluating industry trends and
products of our competitors, understanding our target customers’ requirements and their
preference; and our production team together with our product design and development team are
responsible for formulating product development proposal and enhancing our production

efficiency.
Orders origination

We generate our business primarily by word of mouth and participating in exhibitions. In
these exhibitions, we promote both our new and existing products. We also pay regular visits to
existing customers to collect feedback from them about our products, their preference and

estimated purchased orders to be placed on us and receive orders from our recurring customers.

As an OEM or ODM supplier for well-established international brands in household necessity
products, our customers generally visit our Huzhou Production Plant to ensure we have adequate
capacity and to inspect our production and quality control processes and verify the relevant
certificates and licences we obtained for our products. Some of our recurring customers may also
conduct an updated on-site factory audit on a regular basis to ensure we are able to continuously
comply with their requested production standards, quality control process and production

specifications.
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Confirmation of sales orders or product offering

Based on the specific requirements and specifications of individual customers, we select
mould producing companies for mould production if we do not have the relevant moulds for
production, and then provide samples and test reports to customers. Occasionally, we will be
provided the moulds for production by our customers. Once the customers have confirmed the
designs and specifications and are satisfied with our product samples, we will issue sales
confirmation to our customers to record the type and quantity of the products and the payment
terms. After the customers have agreed on the final samples and the terms of the purchase orders,

we will proceed with procurement of raw materials and manufacture of the products.

Manufacturing

After receipt of purchase orders from our customers, our production team will analyse our
then production capacity, work out the most cost-effective way in carrying out the production and
finalise our internal procurement and production plan and schedule. Our existing ERP system
provides information that helps us optimise our then available production capacity in production,
keep track on the production process and document the process from transformation of raw
materials to finished goods. In general, after the internal procurement and production plan and
schedule are finalised, our procurement team will order the necessary materials from our list of

approved suppliers.

Quality control

We place great emphasis on the quality of our products. Our products must meet the stringent
requirements of our customers and comply with the applicable safety and certification standards.
In this connection, we have implemented a series of quality control measures throughout the
production process, from incoming materials to finished products. For further details, please refer

to the paragraphs headed “Quality control and quality assurance” in this section.

Our QAQC team performs visual in-line inspection and check items such as surface of the
products, notches, suture for laundry products, and the condition of the work in progress. If any
defects are spotted, the work in progress will be sent back to the relevant station for reprocessing.
Our QAQC team and individual customers’ on-site inspection personnel perform final checking on
finished goods. In addition to visual inspection of the products, product labels, merchant cards,

shipping marks on packaging are also checked.
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Logistics

For overseas sales that are mainly under ODM or OEM basis, the term of delivery is
principally free on board (FOB), under which we are responsible for handling export clearance and
domestic transportation. We will arrange for the delivery of products to the port of shipment
designated by our overseas customers. The selling price of our products is inclusive of logistics
expenses incurred in the PRC. Our overseas customers will generally be responsible for the
shipment cost and import duties of the importing countries. For the sales of our own-brand
products in the PRC via e-shops operated by Independent Third Party in the PRC, we generally
deliver the products to customers by couriers and we bear the logistics cost. We utilise a RFID
system to help us efficiently and effectively manage the delivery of our products. For further

details, please refer to the paragraphs headed “Delivery and logistics” in this section.
Complaint handling

Our sales and marketing team is responsible for following up customers’ complaints on
product quality, if any, and investigating the complaints. Once a customer’s complaint has been
confirmed, we will arrange for refund or product replacement. Our sales and marketing team also
maintains regular communications with our customers through physical visits and multiple
channels to collect customers’ feedback on our products in order to have a better understanding of
their business needs, to catch up on the latest market trends and to acquire first-hand market
information. The market information and customer feedback collected by us will be shared with
our product design and development team for product planning and improvement. During the Track
Record Period, we had not encountered any product return or recall which had material impact on
us. For details about our complaint handling, please refer to the paragraphs headed “After sale

services and product return” in this section.
OUR PRODUCTS

Our household necessity products can be broadly categorised into (i) laundry products; (ii)
household cleaning tools; and (iii) kitchen gadgets. As at the Latest Practicable Date, we offered
over 1,800 types of products with various functions and features for both our OEM and ODM

customers or under our own “Jia Ji Bao” (X # &) brand.
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The table below sets forth the categories of our products:

Approximate
Category Product Product description price range
(RMB)
Laundry Rotary drying racks The rotary drying rack comes 17-338
products with several lines on each
of its sides, and a ground
socket for an easy, fast, and
concrete installation.
Foldable/upright The foldable/upright drying 12-299
drying racks rack does not require
professional installation. It
5 P B is practical for families
} - T = = /\/\ without a balcony at home.
\/ - | q
Wall-mounted drying The design of extendable 56-183
racks drying racks makes it easy

to dry clothes, while
'/ ‘{\%‘ occupying minimal space
especially when not in use.
S

Others Others include retractable 3-320

clothesline, knobs, clips,

etc..
’ W

Household Floor cleaning tools Tools that are used to clean 7-70
cleaning the floor, such as mops.
tools
7
%
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Approximate
Category Product Product description price range
(RMB)
Glass cleaning tools Tools that are used to clean 9-114
glass, such as window
¢ ) cleaners.
Toilet cleaning tools Tools that are used to clean 2-30
toilets, such as toilet bowl
brushes.
Kitchen Gadgets with innovative 7-43
gadgets design of conventional

cooking utensil.

PRODUCT DESIGN AND DEVELOPMENT

Product design and development team

We place great emphasis on our product design and development by offering a diversified
range of quality products. As at the Latest Practicable Date, our product design and development
team consisted of 11 staff members with our product technicians having on average nine years of

experience in design and development.

Our production design and development team is primarily responsible for enhancing the
functions and the design of our existing products or developing new products on ODM and OBM
basis. To protect the intellectual property rights of our product design and development, we have
obtained patents in relation to some designs of our products. For details of our patents, please refer
to the paragraphs headed “Intellectual property rights of our Group” in Appendix IV to this

prospectus.
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Product design and development process

Our product design and development process can be generally divided into three stages: (i)
market assessment and market feedback; (ii) product drawing and visual design; and (iii)

manufacturing and technical feasibility evaluation.

Subject to our capacity, resources level, complexity of design and customers’ requirements,
we will from time to time engage third-party design companies to work alongside our production
team throughout the entire product design and development process. According to our terms of
engagement with these third-party design companies, our product design and development team is
responsible for incepting the concept of new products and devising a work plan; meanwhile, the
third-party design company will work in accordance with the aforementioned work plan to create
and modify designs for our products. Our Directors believe that this allows us to leverage the
expertise and experience of these external design companies in the PRC local market to

accommodate market needs.

OUR PRODUCTION

Most of the production processes of our products are undertaken by a combination of
machinery and equipment and manual workers. Our production processes comply with the
standards of ISO 9001, ISO 14001 and OHSAS 18001/ISO45001. As at the Latest Practicable
Date, we had washing line extruding lines, plastic injection machines, brush filling machines and

powder coating lines, being principal machinery and equipment for production of our products.
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The following flow chart shows the major steps generally involved in our production process
of (i) laundry products, which are generally composed of plastic, metal and washing lines; (ii)
household cleaning tools, which are generally made of plastic; and (iii) kitchen gadgets, which are

generally made of plastic and other parts we acquired from external parties:

For (i) laundry products Plastic component For (ii) household cleaning tools For (iii) kitchen gadgets
l Preparation of raw materials and colour agents | |
] [ | [ |
. . Acquiring parts
Metal component Washing line component Bristle implants of the product
Hardware processing ‘Washing line extrusion and cutting (such as blades)

=R T L0 | F

Plastic injection moulding

Powder spraying
]

v
Assembly of product components and parts

/

(i) laundry products (ii) household cleaning tools (iii) kitchen gadgets

l

Final inspection, packaging, warehousing and delivery
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Plastic components

Preparation of raw materials and colour agents

Raw materials such as polypropylene resins undergo heating. Depending on the composite of
the product type, different admixtures are blended with the formula to cope with the requirements

of the products. Depending on the situation, different colour agents may be added.

Plastic injection moulding

Plastic injection moulding is our key manufacturing process for production of plastic
components of our products. It requires the use of plastic injection machines, raw materials such
as polypropylene resins, and a mould whereby polypropylene resins are fed into a heated barrel,
melted, and then injected into the mould capacity, where it cools and solidifies into the shape of
the mould.

Metal components

Hardware processing

The hardware would be cut into sizes based on the product requirements using cutting
machines and be polished. With the help of punching machines, the hardware would be pressed
and further processed into the shape of the mould. The surface of the hardware will be polished
until it becomes smooth before it undergoes the powder spraying process. The semi-finished

hardware parts are then cooled down and solidified to the desired shapes.
Powder spraying

The semi-finished hardware parts are placed on the assembly line and sprayed by the powder
spraying machine. After the parts are completely dry, they would be inspected to ensure that the
surface of the products is free of defects and that the film thickness meets the standard
requirements.
Washing line extrusion and cutting

The washing lines of the laundry rotaries are extruded by washing line extruding machines

and samples are taken for physical testing for quality control and assurance. The washing lines are

then cut into certain length based on the products’ specifications.
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Assembly of product components and parts

After the plastic components have been moulded into shape and decorated based on

customers’ requirements, it will be assembled with other parts in the assembly line.

In the production of our laundry products, the plastic components will be assembled with the

hardware parts and the washing lines in the assembly line.

In the production of our household cleaning tools such as dustpans and brush sets, the bristles
of the brush would be implanted into the plastic brush body manufactured from the plastic

injection machine using the bristle planting machine.

In the production of our kitchen gadgets such as kitchen knives, components such as blades

will be assembled with the plastic components manufactured from the plastic injection machine.
Final inspection, packaging, warehousing and delivery

Our QAQC team would conduct a final inspection on our finished products meet our quality
control requirements. After that, we would package the finished products and arrange them to our
warehouse for delivery as per customers’ specific requests. In general, the typical lead time

between our receiving a purchase order and delivery is approximately 30 days to 60 days.
PRODUCTION FACILITY

During the Track Record Period and as at the Latest Practicable Date, we owned and operated
one production plant, namely, Huzhou Production Plant. We plan to set up the New Production
Plant to complement the operation of our Huzhou Production Plant, by undertaking mainly the
plastic injection moulding process in relation to the production of the plastic components of our
products. The funding for setting up the New Production Plant will be partly from the net proceeds
of the Global Offering and partly from our internal resources.

Our existing production facility

During the Track Record Period and as at the Latest Practicable Date, our Huzhou Production
Plant was located at No. 378 Guangming Street, Fuxi Road, Deqing County, Huzhou City,
Zhejiang Province, the PRC* (H* B #f VL& W )N T i 05 B IR A D W 1573785%), with a gross floor
area of approximately 58,441 sq.m.. As advised by our PRC Legal Advisers, we obtained all the

relevant licences and certificates required to operate our Huzhou Production Plant.
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Our production machinery and equipment

We purchase our production machinery and equipment predominantly in the PRC. We have a
comprehensive repair and maintenance procedures for our production machinery and equipment,
including regular inspection and cleaning of our machinery and equipment to ensure our
production lines run properly. During the Track Record Period, we had not experienced any
material or prolonged interruption to our production processes due to equipment or machinery
failure. The table below sets forth information on our major production machinery and equipment
as at 30 April 2021:

Approximate
average
Estimated remaining
Type of machinery and equipment Principal use Quantity useful lives useful lives
(units) (years) (years)
Plastic injection machines Used for moulding melted 64 10 335
polypropylene resin mixture
in its mould cavity to
manufacture the plastic
parts of our products
Automated robotic arms Used for picking up the 41 10 53
finished products when they
are cooled and ejected from
the plastic injection
machines
Conveying belt and system Used for carrying the 37 10 4.0
work-in-progress pieces to
different production stations
Powder coating machines Used for coating of metal 27 10 6.8

with powder, which is either
thermoplastic or thermoset

polymer powder
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Approximate
average
Estimated remaining
Type of machinery and equipment Principal use Quantity useful lives useful lives
(units) (vears) (vears)
Washing line extruding lines Used to extrude washing lines 2 10 0.2
of the laundry rotaries
Brush filling machines Used for filling of brushes 17 10 535
into plastic bases for our
household cleaning tools
Plastic spraying machine Used for spray painting on 1 10 0
our products with a high
level of concentration
Stamping press machines Used to precisely shape or cut 19 10 0.3

metal to specifications

Plastic injection moulding process is our most crucial production process because the
production process of most our laundry products, household cleaning tools and kitchen gadgets
generally involves this process for production of their plastic components. For the years ended 31
December 2018, 2019 and 2020 and the four months ended 30 April 2021, the products we
manufactured and sold which did not involve the plastic injection moulding process were mainly
auxiliary items such as washing lines, airer covers and certain spare parts, and the revenue
generated from such products only accounted for approximately 8.6%, 8.2%, 7.3% and 7.6% of our
total revenue, respectively. As such, our Directors consider that the bottleneck in the
manufacturing of our products is plastic injection moulding process as the capacity of such process
largely determines the output of our products and it is impossible for us to progress further in our
production unless we increase the capacity of this plastic injection moulding process. The
production capacity of our plastic injection machines is therefore used to calculate our production

capacity of our products during the Track Record Period.
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The following table sets forth our effective designed capacity, actual production volume and
utilisation rate of our production facility during the Track Record Period:

For the year ended 31 December For the four months ended 30 April
2018 2019 2020 2021
Converted Converted Converted Converted
Effective actual Effective actual Effective actual Effective actual

designed  production  Utilisation ~ designed  production ~ Utilisation  designed  production  Utilisation ~ designed  production ~ Utilisation

Product type capacity volume rate capacity volume rate capacity volume rate capacity volume rate

(Note 1) (Note 2) (Note 3) (Note 1) (Note 2) (Note 3) ~ (Note 1, 6)  (Note 2) (Note 3) ~ (Note I, 7)  (Note 2) (Note 3)
(°000 unit) (000 unit) (%) (°000 unit) — (°000 unit) (%) (°000 unit) (000 unit) (%) (°000 unit)  (°000 unit) (%)

Laundry products V' # 958 904 944 958 918 958 1,116 1,016 91.0 384 358 932
Household cleaning tools V¢ > 4701 4,657 9.1 5,622 5,275 938 5,786 5,498 95.0 2275 2121 932
Kitchen gadgets 263 173 658 263 166 63.1 455 448 98.5 50 4 86.0
Notes:

1. The effective designed capacity is determined on the following assumptions:

@) As the manufacturing time of our products varies from model to model (ranging from approximately 14 to
770 seconds for laundry products, 50 to 360 seconds for household cleaning tools and 150 to 500 seconds for
kitchen gadgets), for the purpose of providing a more meaningful illustration and comparison of the
production capacity of our machinery and equipment from period to period, we have selected a common type
of model of our laundry products (which takes 550 seconds to manufacture), household cleaning tools (which
takes 130 seconds to manufacture) and kitchen gadgets (which takes 480 seconds to manufactures) as the
standardised model in calculating our effective designed capacity based on the production of the standardised
model and taking into account the difference in the manufacturing time for other models of our products.

(ii)  Subject to notes 4 and 5, the effective designed capacity is calculated based on the maximum capacity of the
machinery and equipment multiplied by 20 working hours per day multiplied by 350, 350, 337 and 111 days
for the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, respectively,
taking into account factors including the public holidays, the required repair and maintenance time and the
temporary suspension due to the outbreak of COVID-19.

2. The converted actual production volume is calculated by converting the actual production volumes of different
models of our products during the relevant period to a common type of model of our products as the standardised
model and taking into account the difference in the manufacturing time of our products with reference to the
manufacturing time of the standardised model, for the purpose of providing a more meaningful comparison. The
actual production volume of different products for the relevant period was then converted in terms of the number of
units of the standardised model.

3. Utilisation rate is derived by dividing the actual production volume by the effective designed capacity during the
relevant year/period.
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4. We acquired two and four plastic injection machines for the production of laundry products in the fourth quarter of
2019 and 2020, respectively. The production capacity of such plastic injection machines acquired at the end of 2019
and 2020 have minimal contribution to the effective designed capacity of laundry products for the years ended 31
December 2019 and 2020, respectively. We disposed of four plastic injection machines in the fourth quarter of
2020. As at 31 December 2020, our maximum annual designed capacity of laundry products is approximately
1,058,000 units.

5. For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April 2021, we acquired one,
11, nil and nil plastic injection machines, respectively. The effective designed capacity for each year has taken into
account the time of commencement of commercial production of the above newly acquired plastic injection
machines. As at 31 December 2020, our maximum annual designed capacity of household cleaning tools is

approximately 6,978,000 units.

6. As our plastic injection machines are interchangeable for the production of different product types, in order to cope
with the fact that our machinery and equipment usually assigned for the production of laundry products and kitchen
gadgets were running close to its full utilisation, machines generally assigned for the production of household
cleaning tools were temporarily used for the production of laundry products and kitchen gadgets for the year ended
31 December 2020. For the year ended 31 December 2020, (i) one plastic injection machines generally assigned for
the production of household cleaning tools were temporarily used for the production of laundry products and (ii)
four plastic injection machines generally assigned for the production of household cleaning tools were temporarily
used for the production of kitchen gadgets.

7. For the four months ended 30 April 2021, (i) three plastic injection machines generally assigned for the production
of kitchen gadgets were temporarily used for the production of laundry products and (ii) one plastic injection
machines generally assigned for the production of kitchen gadgets were temporarily used for the production of
household cleaning tools.

Utilisation rate of our machinery for production of our products

The utilisation rate of our machinery for production of household cleaning tools decreased
from approximately 99.1% for the year ended 31 December 2018 to approximately 93.8% for the
year ended 31 December 2019. Such decrease was mainly due to (i) the increase in the effective
designed capacity from approximately 4.7 million units to approximately 5.6 million units as 11

plastic injection machines had been acquired in 2019.

The utilisation rate of our machinery for production of kitchen gadgets increased from
approximately 63.1% for the year ended 31 December 2019 to approximately 98.5% for the year
ended 31 December 2020. Such increase was in line with the overall increase in our production
volume and sales of our kitchen gadgets. The utilisation rate of our machinery for production of
kitchen gadgets decreased from 98.5% for the year ended 31 December 2020 to 86.0% for the four
months ended 30 April 2020. Such decrease was in line with the overall decrease in sales of our

kitchen gadgets.
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To further illustrate the utilisation rate of our production facility, the following table sets
forth the utilisation rate of our plastic injection machines in terms of production time during the
Track Record Period:

For the year ended 31 December For the four months ended 30 April
2018 2019 2020 2021
Effective Effective Effective Effective
designed  Actual designed  Actual designed  Actual designed  Actual
production production Utilisation ~production production Utilisation ~production production Utilisation production production Utilisation
time time rate time time rate time time rate time time rate
(Note 1) (Note2)  (Note I) (Note 2) ~ (Note 1) (Note 2) ~ (Note 1) (Note 2)
(000 (000 (000 (000 (000 (000 (000 (000
hours) hours) (%) hours) hours) (%) hours) hours) (%) hours) hours) (%)
Laundry product 133 127 95.5 134 130 97.0 142 137 96.5 53 52 98.1
Household cleaning tools 170 169 99.4 199 191 96.0 22 216 97.3 82 80 97.6
Kitchen gadgets 35 U 08.6 35 PA] 05.7 54 53 98.1 I 6 85.7

Notes:

1. The effective designed production time is calculated by 20 working hours per day multiplied by 350, 350, 337 and
111 days for the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April 2021,

respectively, taking into account factors including the public holidays and the required repair and maintenance time.

2. Utilisation rate is derived by dividing the actual production time by the effective designed production time during

the relevant year.

OUR SALES AND CUSTOMERS

Over the years of operation, we have built up a wide international customer base. Our
customers are mainly owners or authorised agents of well-established international brands which
resell our products in overseas countries such as the United States, the United Kingdom, Germany,

Australia and other overseas countries as wholesaler, such as Bradshaw Group or as retailer.

Most of our customers during the Track Record Period were located in the United States, the
United Kingdom, Germany and Australia, with a few customers located in other countries
including Austria, Belgium, France, etc. Our sales and marketing activities are primarily handled
by our sales and marketing team. For the years ended 31 December 2018, 2019 and 2020 and the
four months ended 30 April 2021, excluding sales made to our customers on e-shops, we had a
total of approximately 41, 47, 48 and 38 customers, respectively. During the Track Record Period,
revenue generated from these customers amounted to approximately RMB327.8 million,
RMB336.2 million, RMB383.4 million and RMB126.2 million, respectively. For the years ended
31 December 2018, 2019 and 2020 and the four months ended 30 April 2021, the number of our
recurring wholesale and retail customers was 31, 33, 39 and 37, respectively, contributing
approximately RMB325.3 million, RMB333.0 million, RMB382.1 million and RMB125.6 million,

respectively, to our revenue over the same year or period.
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The following table sets forth the breakdown of our revenue by the destination of delivery of
our products for the years and periods indicated:

For the year ended 31 December For the four months ended 30 April
2018 2019 2020 2020 2021
% of total % of total % of total % of total % of total
RMB’000 reventie RMB’000 reventie RMB’000 reventie RMB’000 reventie RMB’000 revenie
(unaudited)
United States 147,544 449 149,571 444 178,109 463 35572 315 33,984 26.9
United Kingdom 62,070 189 60,538 180 61,593 160 26,593 236 26253 20.8
Germany 52,690 160 62,740 18.6 61,764 16.1 26,513 235 35202 279
Australia 40,156 122 38,075 113 40,542 10.5 11,065 9.8 9,116 72
Others ¢/ 26,288 8.0 25,629 17 42732 1.1 13,099 1.6 21,685 17.2
Total 328,748 100 336,553 100 384,740 100 112,842 100 126,240 100

Note: Others include Austria, Belgium, France, New Zealand, the Netherlands, Canada, etc..

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, approximately 92.0%, 92.3%, 88.9% and 82.8%, respectively, of our revenue was
attributable to sales delivered to the United States, the United Kingdom, Germany and Australia,
and many of them were recurring customers during the Track Record Period.

Our OEM or ODM customers generally resell our products as wholesaler or retailer in
overseas countries. Our Group also sells our own “Jia Ji Bao” (% 7 £) branded products in the
local markets in the PRC through e-shops, such as taobao.com (i & #4). The following table sets
forth the breakdown of our revenue by customer type in terms of the sales channel of our products
and the revenue generated from each customer type as a percentage of our revenue during the
years and periods indicated:

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

2018 2019 2020 2020 2021

Revenue % of total ~ Revenue Y% of total ~ Revenue % of total ~ Revenue % of total ~ Revenue % of total

RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie RMB’000 revenie

(unaudited)
Wholesalers V¢ 258,231 78.5 268,639 79.8 310,851 80.8 84,041 745 91,354 7.3
Retailers ¢ 2 09,561 212 67,606 20.1 72,511 18.8 28,261 25.0 34811 27.6
Others ' 9 956 0.3 308 0.1 1,378 0.4 540 0.5 75 0.1
Total 328,748 100 336,553 100 384,740 100 112,842 100 126,240 100
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Notes:
1. The wholesalers include companies mainly engaged in the on-sale of our products to other business entities.
2. The retailers are companies mainly engaged in the sale of our products to consumers through chains of

multinational supermarkets, department stores and household accessory stores.

3. Others mainly represent sales through e-shops.

The following table sets out the number and movement of each type of our customers during
the Track Record Period:

Wholesalers Retailers Total
As at 1 January 2018 18 19 37
Addition during the year 3 7 10
Reduction during the year™?" */ 3) (3) (6)
As at 31 December 2018 18 23 41
As at 1 January 2019 18 23 41
Addition during the year 5 9 14
Reduction during the year™?"* 7 3) (5) (8)
As at 31 December 2019 20 27 47
As at 1 January 2020 20 27 47
Addition during the year 5 4 9
Reduction during the year™?" 7/ 4) (4) (8)
As at 31 December 2020 21 27 48
As at 1 January 2021 21 27 48
Addition during the period 1 — 1
Reduction during the period V¢ */ (7) (4) (11)
As at 30 April 20217 2) 15 23 38
Note:
1. The reductions in number of customers during the Track Record Period were related to customers which had

insignificant sale amounts with the Group and such orders were placed at ad hoc basis.

2. After 30 April 2021 and up to the Latest Practicable Date, eight customers out of such 11 customers which had not
conducted business with us for the four months ended 30 April 2021 has placed purchase orders with our Group.
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Our five largest customers during the Track Record Period

During the Track Record Period, our Group did not experience any major disruption in our
business and operations caused by any material delays or default of payments by our customers.
Our Directors further confirm that we did not have any legal or arbitration proceedings or pending
or threatened legal or arbitration proceedings with any of our major customers or any material
sales return or cancellation from our major customers, which would cause any material adverse

effect on our business and operations during the Track Record Period.

As at 31 December 2020, the length of our business relationship with our five largest
customers ranged from approximately seven to ten years. For the years ended 31 December 2018,
2019 and 2020 and four months ended 30 April 2021, the revenue generated from our five largest
customers in aggregate accounted for approximately 77.9%, 76.9%, 80.5% and 72.9% respectively,
of our total revenue for the corresponding years/period. The following table sets out the

background information about our five largest customers for the years and periods specified:

For the year ended 31 December 2018

The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities customers with us  Revenue  revenue  method
RMB’000
1 Bradshaw Group A US headquartered private company and ~ Laundry products 2010 138,718 422% 60 days,
its group companies that engage in the and household telegraphic
sales of cleaning accessories and kitchen  cleaning tools transfer

tools with products selling in over
45,000 retail outlets across the US and

Canada.
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The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities customers with us  Revenue  revenue  method
RMB’000

2 Customer A A Germany headquartered company listed  Laundry products, 2010 43,069 13.1% 60 days,
on the Frankfurt Stock Exchange and its ~ household telegraphic
group companies engage in the cleaning tools transfer
production and distribution of kitchen and kitchen
and household products to more than 80  gadgets
countries with revenue of approximately
EUR258.7 million for the year ended 31
December 2020 and a market
capitalisation of approximately
EUR355.5 million as at the Latest
Practicable Date.

3 Customer B An Australia private company that engages Laundry products 2011 40,222 122% 30 days,
in the sales of clotheslines, telegraphic
wheelbarrows and laundry products transfer
nationally and internationally with a
paid-up capital of approximately
AUD100.

4 Customer C A UK headquartered company listed on Laundry products 2011 18,158 5.5% 100 days,
the London Stock Exchange and its and household telegraphic
group companies that engage in the cleaning tools transfer

sales of home improvement products,
with over 1,300 stores in 10 European
countries with revenue of approximately
GBP12.3 billion for the year ended 31
January 2021 and a market capitalisation
of approximately GBP7.1 billion as at
the Latest Practicable Date.
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The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities customers with us  Revenue  revenue  method
RMB’000
5 Casa Si An Austria headquartered private company Laundry products 2013 16,081 4.9% Upon
Marketing — with its group company that mainly delivery,
und engages in the sales of laundry airer, telegraphic
VertriebsgmbH ironing boards and stepstools with a transfer
registered capital of approximately at sight
EUR36,500.
Total 256,248 71.9%
For the year ended 31 December 2019
The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers with us  Revenue  revenue method
RMB’000
1 Bradshaw Group A US headquartered private company and ~ Laundry products 2010 139,224 41.4% 60 days,
its group companies that engage in the and household telegraphic
sales of cleaning accessories and kitchen  cleaning tools transfer

tools with products selling in over
45,000 retail outlets across the US and

Canada.
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Rank Customer

Principal business activities

The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment

our customers

with us Revenue  revenue method

2 Customer A

on the Frankfurt Stock Exchange and its
group companies that engage in the
production and distribution of kitchen

and household products to more than 80

A Germany headquartered company listed ~ Laundry products,
household

cleaning tools

countries with revenue of approximately
EUR258.7 million for the year ended 31

December 2020 and a market
capitalisation of approximately
EUR355.5 million as at the Latest

Practicable Date.

3 Customer B An Australia private company that engages
in the sales of clotheslines, wheelbarrows
and laundry products nationally and
internationally with a paid-up capital of
approximately AUD100.

4 Casa Si Marketing An Austria headquartered private company

— und with its group company that mainly
VertriebsgmbH engages in the sales of laundry airer,

5 Addis Housewares A UK private company that engages in the

Co. Ltd.

Total

ironing boards and stepstools with a
registered capital of approximately
EUR36,500.

sales of houseware products with a
registered capital of approximately
GBP500,000.

and kitchen
gadgets
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and kitchen
gadgets

Laundry products

Laundry products

Laundry products,
household

cleaning tools

RMB’000
2010 55,388 16.5% 60 days,
telegraphic
transfer

2011 36,143 10.7% 30 days,
telegraphic

transfer

2013 14,970 4.4% Upon
delivery,

telegraphic

transfer

at sight

2011 13,178 3.9% 60 days,
telegraphic

transfer

258,903 76.9%
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For the year ended 31 December 2020

The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers with us  Revenue  revenue  method
RMB’000

1 Bradshaw Group A US headquartered private company and ~ Laundry products 2010 160,712 41.8% 75 days,
its group companies that engage in the and household telegraphic
sales of cleaning accessories and kitchen  cleaning tools transfer
tools with products selling in over
45,000 retail outlets across the US and
Canada.

2 Customer A A Germany headquartered company listed ~ Laundry products, 2010 69,101 18.0% 60 days,
on the Frankfurt Stock Exchange and its ~ household telegraphic
group company that engage in the cleaning tools transfer
production and distribution of kitchen and kitchen
and household products to more than 80  gadgets
countries with revenue of approximately
EUR258.7 million for the year ended 31
December 2020 and a market
capitalisation of approximately
EUR355.5 million as at the Latest
Practicable Date.

3 Customer B An Australia private company that engages Laundry products 2011 41,690 10.8% 90 days,
in the sales of clotheslines, telegraphic
wheelbarrows and laundry products transfer
nationally and internationally with a
paid-up capital of approximately
AUD100.

4 Casa Si An Austria headquartered private company Laundry products 2013 20,443 5.3% Upon
Marketing — and its group company that mainly delivery,
und engage in the sales of laundry airer, telegraphic
VertriebsgmbH ironing boards and stepstools with a transfer

registered capital of approximately at sight

EUR36,500.
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The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers with us  Revenue  revenue  method
RMB’000
5 Customer C A UK headquartered company listed on Laundry products 2011 17,608 4.6% 100 days,
the London Stock Exchange and its and household telegraphic
group companies that engage in the cleaning tools transfer
sales of home improvement products,
with over 1,300 stores in 10 European
countries with revenue of approximately
GBP12.3 billion for the year ended 31
January 2021 and a market capitalisation
of approximately GBP7.1 billion as at
the Latest Practicable Date.
Total 309,554 80.5%
For the four months ended 30 April 2021
The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers withus  Revenue  revenue  method
RMB’000
1 Bradshaw Group A US headquartered private company and ~ Laundry products 2010 32,808 26.0% 75 days,
its group companies that engage in the and household (Note) telegraphic
sales of cleaning accessories and kitchen  cleaning tools transfer

tools with products selling in over
45,000 retail outlets across the US and

Canada.
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The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers with us  Revenue  revenue  method
RMB’000
2 Customer A A Germany headquartered company listed  Laundry products, 2010 25,447 20.2% 60 days,
on the Frankfurt Stock Exchange and its ~ household telegraphic
group companies that engage in the cleaning tools transfer
production and distribution of kitchen and kitchen
and household products to more than 80  gadgets
countries with revenue of approximately
EUR258.7 million for the year ended 31
December 2020 and a market
capitalisation of approximately
EUR355.5 million as at the Latest
Practicable Date.

3 Casa Si An Austria headquartered private company Laundry products 2013 17,192 13.6% Upon
Marketing — with its group company that mainly delivery,
und engages in the sales of laundry airer, telegraphic
VertriebsgmbH ironing boards and stepstools with a transfer

registered capital of approximately at sight
EUR36,500.

4 Customer B An Australia private company that engages Laundry products 2011 8,737 6.9% 60 days,
in the sales of clotheslines, telegraphic
wheelbarrows and laundry products transfer

nationally and internationally with a
paid-up capital of approximately
AUDI100.
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The year
our
customer Credit
started to Approximate  period
do percentage and
Products sold to  business to our payment
Rank Customer Principal business activities our customers with us  Revenue  revenue  method
RMB’000
5 Customer C A UK headquartered company listed on Laundry products 2011 7,877 6.2% 100 days,
the London Stock Exchange and its and household telegraphic
group companies that engage in the cleaning tools transfer
sales of home improvement products,
with over 1,300 stores in 10 European
countries with revenue of approximately
GBP12.3 billion for the year ended 31
January 2021 and a market capitalisation
of approximately GBP7.1 billion as at
the Latest Practicable Date.
Total 92,061 72.9%
Note: For the four months ended 30 April 2021, the sales to Bradshaw Group amounted to approximately RMB32.8

million. The annualised sales to Bradshaw Group for the year ending 31 December 2021 based on a simple

proportion, would amount to approximately RMB99.0 million, as compared to approximately RMB160.7 million

for the year ended 31 December 2020. The decrease in this calculated annualised sales for 2021 is mainly due to

the timing factor that the proportion of sales to Bradshaw Group during a year is generally higher in the second

half of a year. From 1 January 2021 to 12 August 2021, we had already received sales orders from Bradshaw

Group of approximately RMB71.2 million to be delivered after the Track Record Period, of which approximately
RMB48.8 million had been completed and delivered for the three months ended 31 July 2021.

None of our Directors, their respective close associates or any Shareholder (who, to the best

knowledge of our Directors, owned more than 5% of the issued share capital of the Company as at

the Latest Practicable Date) had any interest in any of our five largest customers during the Track

Record Period. All of our five largest customers during the Track Record Period are Independent
Third Parties.
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Major contract terms with our customers

During the Track Record Period and up to the Latest Practicable Date, we entered into

framework agreements with some of our customers for setting out the general terms and conditions

for the transactions between the customers and us. Our customers will place purchase orders with

us for each purchase specifying the price, quantity, product type and delivery date etc. The

framework agreements we enter into with our major customers are on a non-exclusive basis. The

following table summarises the major terms of these framework agreements.

Term of agreement:

Credit term:

Termination:

Penalty for non-compliance:

Sales incentive:

In general, the length of our framework agreements ranges
from one year to three years. Some of our framework
agreements do not set out any term, but are terminable by

notice

Generally, ranging from 30 to 60 days after our issue of

monthly statement

Generally, either party may terminate the agreement with

the other party by written notice

In the event that there are non-compliance issues in respect
of our production process or our products, we have to
indemnify the customers against all or any losses or

damages whatever suffered or incurred by the customers

Some framework agreements provided that in the event the
purchase made by the customer has exceeded a certain
specified amount, the customer will be entitled to a sales
rebate or discount. Our customers are offered, at our
discretion, sales rebates at varying rates, generally ranging
from 1% to 8% of the price of the products, which are paid
in the form of offsetting the amount against the purchase
price of a subsequent purchase of the same customers. For
the years ended 31 December 2018, 2019 and 2020 and the
four months ended 30 April 2021, our Group had given
sales rebate amounting to approximately RMB3.7 million,
RMB2.9 million, RMB3.9 million and RMBO0.5 million to

our customers, respectively.
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Compliance with customer standards and requirements

Our management and sales and marketing team also communicates with our major customers
regularly to ensure our products have met their expectations. Our customers require us to ensure
consistent product quality, stable supply and timely delivery of our Group’s products. Some of our
customers also conduct on-site factory audits on our Huzhou Production Plant to ensure that our
Group is able to comply with their required production standards, quality control process and
production specifications. Our Directors confirmed that during the Track Record Period, our Group
had complied with our customers’ requirements in relation to their review and assessment of our
performance and we had not received any complaints from our major customers which would

materially and adversely affect our relationship with the customers.

Credit policy and payment terms

Our overseas customers usually settle payments by telegraphic transfer and most of our

customers settle their payment by USD.

The credit period granted to our customers generally ranges from O to 100 days, depending
on individual customers’ scale of operation and reputation, payment history and their length of

business relationship with us.

Our average trade receivables turnover days were 67 days, 70 days, 67 days and 76 days,
respectively, for the years ended 31 December 2018, 2019 and 2020 and four months ended 30
April 2021. It is our policy to review overdue balances and our receivable balances on an ongoing
basis and our management team will assess and determine whether or not provision for impairment
of trade receivables should be made. As at 31 December 2018, 2019 and 2020 and 30 April 2021,
the allowance for impairment of trade receivables amounted to approximately RMBO0.3 million,
RMBO0.4 million, RMB0.3 million and RMBO0.2 million, respectively. Subsequent to the Track
Record Period and up to the Latest Practicable Date, we had not experienced any material

difficulty in collecting receivables from our major customers when they fell due.

Our finance team monitors overdue payments closely and regularly prepares an ageing report
showing customers’ overdue amounts in the specific month. To facilitate timely collection of trade
receivables, our Group may also put a customer’s order on hold if any of the following situations
happens: (i) the customer’s credit line exceeds the credit limit; (ii) the customer’s payments
become overdue; (iii) the customer faces financial hardships or operational setback; or (iv) the
business relationship with the customer is terminated. When there are overdue payments, we will
take follow-up actions to collect the overdue trade receivables, such as communication with the

relevant department of the customer responsible for processing payments.
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During the Track Record Period, our Group did not experience any material difficulty in

collecting payments which caused a significant adverse impact on our business operation.

CUSTOMER CONCENTRATION

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, our Group’s sales to our five largest customers accounted for approximately 77.9%, 76.9%,
80.5% and 72.9% of our total revenue, respectively. In the corresponding years and period, our
sales to Bradshaw Group, our largest customer, accounted for approximately 42.2%, 41.4%, 41.8%

and 26.0% of our total revenue, respectively.

Reasons for our customer concentration

Our Directors consider that our customer concentration during the Track Record Period was

mainly contributed by a combination of the following key factors:

Our Group is able to maintain a stable business relationship with our major customers — As
at the Latest Practicable Date, our Group maintained seven to ten years of business relationship
with our five largest customers which we provide with quality products and value-added services,
details of which are set out under paragraphs headed “Our Business Model — OEM, ODM and
OBM sale” in this section. During the Track Record Period, we did not have any material dispute

regarding our product quality with our five largest customers.

It is our strategy to serve brand owners or authorised agents of well-established international
brands — Based on our Directors’ industry experience and regular communications with our major
customers, our Directors believe that we can generate stable revenue from well-established
international brands as their OEM or ODM supplier. On the other hand, as these customers are
used to placing purchase orders of larger quantities, we can project our production schedule for
processing bulk purchase orders, achieve economies of scales and negotiate for better terms in our
bulk purchase of raw materials for production and better utilise our production capacity. Thus, it is
beneficial for us to cater for a few major customers which are the owners or authorised agents of

well-established international brands.

Our existing production capacity has almost been fully utilised for production of products for
our five largest customers whereby we do not have spare capacity to manufacture products for
other sizeable and well-established international brands — Most of our major customers’ purchase
orders are of large amount. As such, their purchase orders had taken up a significant portion of our
production capacity, resulting in a concentration of revenue generated from them during the Track
Record Period. As a result, we did not have spare capacity to manufacture products for other

sizeable and well-established international brands during the Track Record Period.
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Background of our five largest customers and our relationship with our five largest

customers

Our five largest customers during the Track Record Period mainly comprised brand owners or
authorised agents of well-established international brands which resell our products as wholesalers

or retailers in overseas countries.

Our largest customer, the Bradshaw Group, is a group of companies headquartered in the
United States, which is mainly engaged in the sale of cleaning accessories and kitchen tools in the
United States and Canada. According to the CIC Report, it is a leading player in the household
cleaning tools market in the United States, accounting for approximately 2.5% of the market share
in 2020. We started to do business with the Bradshaw Group in 2010. During the Track Record

Period, the revenue generated from our sales to the Bradshaw Group increased stably.

The Bradshaw Group confirmed to us in writing that, among others:

(i) we are one of its major suppliers of household cleaning tools such as mops and brushes;

(i1) it is satisfied with our services and products in all respects and that we will continue to

provide superior capabilities as compared to its other suppliers;

(ii1) under its supplier selection and assessment policy, the Bradshaw Group has to carry out
various procedures to assess the ability of a new supplier, and such procedures will
usually take a relatively long time to complete and thus, it is unlikely that the Bradshaw

Group would easily replace us with other OEM or ODM supplier; and

(iv) it values the long-term relationship with our Group.

For the background of our other five largest customers during the Track Record Period, the
year we started to do business with each of them, the amount of revenue generated from the sales
of our products to each of them and the percentage of the revenue against our Group’s total
revenue during the relevant period, which indicates the level of our reliance with each of the five
largest customers, please refer to the paragraph headed “Our sales and customers — Our five

largest customers during the Track Record Period” in this section.

The framework agreements we entered into with our major customers

We were a non-exclusive OEM or ODM supplier of our five largest customers during the
Track Record Period. We entered into a framework agreement with each of Bradshaw Group,
Customer A and Customer C for setting out the general terms and conditions for the transactions

between the relevant customer and us. Apart from the framework agreements, these customers will
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also place purchase orders with us for each purchase specifying the price, quantity, product type
and delivery date etc. Those major customers which had not entered into any framework agreement
with us will place purchase orders with us for each purchase separately. Our Directors confirmed
that we had not breached any terms of the framework agreement or purchase orders which would
have any material adverse impact on our relationship with any of our five largest customers or
breached any terms which would result in the termination of any framework agreement or purchase
orders between us and our five largest customers during the Track Record Period. The following

table sets forth the term of these framework agreements:

The year our customer

Customer started to do business with us Term of framework agreements
Bradshaw Group 2010 One year

Customer A 2010 No fixed term

Customer C 2011 No fixed term

As confirmed by our Directors, each of Bradshaw Group, Customer A and Customer C has
indicated its intention to continue its business relationship with us. For further details in respect of
the general terms and conditions of these framework agreements, please refer to the paragraphs

headed “Our sales and customers — Major contract terms with our customers” in this section.

Likelihood of termination of our business relationship with our five largest customers

Our Directors consider that even though we are not an exclusive supplier of our five largest
customers, the likelihood that our five largest customers will terminate their business relationship

with us is rather low due to the following factors:

(i) We are a valued business partner to our major customers

Our Group maintained a stable business relationship with our five largest customers and up to
the Latest Practicable Date, our business relationship with them ranged from approximately seven
to ten years. In particular, we maintained a close business relationship with Bradshaw Group, our
largest customer since 2010. As such, our management team has already accumulated extensive
knowledge in the philosophy, quality standard, requirements and procedures of each of our five
largest customers in terms of its product design and development, manufacturing process and
quality control. For instance, we may provide value-added services to them in terms of the
feasibility of mass production of their newly designed products, costing exercise and raw material
selection, etc. During the Track Record Period and up to the Latest Practicable Date, we had not
experienced any material product returns from our five largest customers nor did we have any

material dispute with any of them. Our Directors confirmed that there was no early termination or
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threatened termination, rescission or material breach of the terms of any framework agreements we
entered into with our major customers or any purchase orders placed by our five largest customers

on us during the Track Record Period and up to the Latest Practicable Date.

In light of the above, our Directors believe that we are a valued business partner to our five
largest customers during the Track Record Period and that our relationship with them is unlikely to
materially and adversely change or terminate. For further details about our five largest customers,
please refer to the paragraphs headed “Business — Our sales and customers — Our five largest

customers during the Track Record Period” in this prospectus.

(ii)) Our major customers are leading players in their respective markets which would prefer

not to run the risk of changing their OEM or ODM suppliers

According to the CIC Report, some of our major customers are the leading players in the
drying rack market and household cleaning tool market in their countries. As leading players, they
have built up not only brand recognition in the market, but also solid sales channels, stable
customer base and good reputation by having stringent product quality of their branded products.
Therefore, they generally prefer maintaining long-term cooperation relationship with their OEM or
ODM suppliers with proven track record in order to avoid the risks of deficiency in quality control
or delay in delivery of products etc. resulted from changing OEM or ODM suppliers. Thus, our
Directors believe that they have no reasons to change suppliers with whom they have cooperated

for many years.

(iti) It is time consuming for our five largest customers to choose other OEM or ODM suppliers

in place of our Group

Notwithstanding our five largest customers’ relatively strong bargaining power to source
products from suppliers other than our Group, our Directors take the view that it may also be time
consuming for them to substitute our Group. Though in the PRC, there are approximately 600
drying rack manufacturers and over 8,000 cleaning tool manufacturers, we are one of the approved

suppliers to our five largest customers.

According to the CIC Report, the process of identifying and approving a new OEM or ODM
supplier by well-established international brand owners or their authorised agents is generally
time-consuming and involves many selection procedures and criteria. Our Directors believe that we
have met the criteria of our five largest customers and that we can continue to pass the regular

assessments of our major customers on our production capacity and technical level in the future.
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View of our Directors

Taking into account the above factors and observations and the fact that our major customers
are leading players in their respective markets which would prefer not to run the risk of changing
their suppliers, our Directors believe that there is no incentives for our five largest customers to
find other OEM or ODM suppliers to replace us in the foreseeable future barring any unforeseen
circumstances (such as substantial product quality issues), and above all, we have garnered our
five largest customers’ confidence on our products. By engaging us as their OEM or ODM
supplier, our customers can focus on the product design and development and marketing of their

new products.

Notwithstanding the above, we will seize growth opportunities and further diversify our sales
channel and customer base by implementing the strategies set out in “Our business strategies” in
this section. Accordingly, our Directors believe that we do not have any undue de facto reliance on

any of our five largest customers.

Our customer concentration would not affect our business prospects and sustainability

Our Directors believe that our customer concentration would not affect our business prospects
and sustainability and we are able to effectively mitigate our exposure to any material adverse

change on the relationship with any of our five largest customers due to the following factors:

(i) Our well-established production plant with a wide range of machinery and equipment can
satisfy the need for quality products of our existing major customers and other potential

customers

To the best knowledge of our Directors, our major customers recognise our Group as one of
their OEM or ODM suppliers who possess the capability of providing quality household necessity

products to them.

We also maintain stable and long-term business relationships with our customers by, among
others, working together with them in the development of their new products and offering various
kinds of the value-added services to them. For details of the value-added services provided to our
customers by us that differentiates us from other manufacturers, please refer to paragraphs headed
“Our Business Model — OEM, ODM and OBM sale” in this section.

On the other hand, given our production machinery and equipment had been running close to
their full utilisation during the Track Record Period, our Directors believe that if any of our major
customers ceases to place orders with us, we can spare extra capacity to serve other existing
customers or new customers by re-allocating our production capacity. Therefore, our Directors are

of the view that if the volume of orders from any of our major customers diminishes, we are still
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able to secure alternative orders from existing customers and solicit orders from our potential
customers to replenish our order book. Thus, the issue of customer concentration would not affect

our business prospects and sustainability.

(ii)) Continuous demands for household necessity products in the overseas market

According to the CIC Report, the number of households in the United States, the United
Kingdom, Germany and Australia is expected to be increasing in future years, which together with
the increasing number of households in other developed countries, will continue to stimulate the
demand for household necessity products. Accordingly, our Directors believe that we can leverage
our expertise and capabilities to capture further business opportunities in these countries. During
the years ended 31 December 2018, 2019 and 2020, we had successfully increased the number of
our customers from 37 to 48. For details, please refer to the paragraph headed “Sufficient market

demand for our Group’s products — Industry growth” in this section.

(iti) Our established reputation for offering quality products and our experience in serving
well-established international brands makes us appealing to other well-established

international brands

Our Directors believe that by manufacturing and offering quality products to our five largest
customers, which are brand owners or authorised agents of well-established international brands,
on an OEM or an ODM basis, we have successfully built up a reputation in the market, which can
be regarded as a credit to us. Hence, if the purchase orders from any major customers diminish or
cease, with our expertise and reputation in manufacturing quality laundry products, household
cleaning tools and kitchen gadgets, we can (i) avail our resources to provide our products to other
well-established international brands; and (ii) focus on capturing business opportunities in overseas
countries and regions where we have not yet established substantial sales channels, and in the local
market in the PRC. While our Directors note that these well-established international brands,
which are our potential customers, may not prefer to run the risk of changing their OEM or ODM
suppliers or replacing their existing suppliers with us, our Directors take the view that our industry
recognition built up over our years of operation, for details, please refer to the paragraph headed
“Sufficient market demand for our Group’s products — Industry growth” in this section; coupled
with our abilities to provide various kinds of value-added services to our OEM customers and to
provide “one-stop” services to our ODM customers are important factors that make us appealing to
these well-established international brands when they consider expanding their supplier lists or
their product portfolio with products similar to those that we had supplied to our customers.
Furthermore, capitalising on our industry experience and expertise, our Directors are of the view
that it should not be difficult for us to pass the selection procedures of these well-established
international brands. In addition, we believe that the development of our business relationship with
our five largest customers during the Track Record Period would enable us to better understand (i)

the criteria, requirements and quality standard of well-established international brands; and (ii) the
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key elements and strategies for effective customer management and manufacture and supply of
quality products to these renowned customers, which can also be replicated to other customers. In
this connection, we are striving to seek business opportunities from other well-established
international brands which are yet to be our customers and at the same time, continue to strengthen
our competitiveness as a well-established OEM and ODM suppliers, and strategically increase our
level of participation in the product development of our major customers in order to consolidate

our relationship with them.

For the reasons above, our Directors do not foresee there will be any difficulty for us to look

for other well-established international brands as our customers.
(iv) We expand to OBM business by developing our own-brand products

Since December 2017, we have started developing and manufacturing household necessity
products under our own brand, “Jia Ji Bao” (%7 &) and sold our own-brand products through
e-shops in the PRC markets. Our Directors are confident that by leveraging our experience and
expertise in the manufacture of laundry products, household cleaning tools and kitchen gadgets for
well-established international brands, we are capable of developing our OBM business. For details,
please refer to the paragraphs headed “Our business strategies — IV. Expand our sales and

marketing network™ in this section.
PRICING POLICY
Our pricing policy aims to facilitate our profitable and sustainable growth strategy.

Some of our customers provide us a target ex-factory price together with the design and
preliminary specifications and costing exercise is conducted as part of the product development
process before confirming the ex-factory price with our customers. To meet our target profit
margin, we negotiate with our customers on the ex-factory price and may adjust the design and/or
material used before the final design and specification is agreed between our customers and us and

order is placed.

Otherwise, we determine the prices of our products on a cost-plus basis. Since each product
has its own specifications or requirements, we would also consider various factors including the
cost of raw materials, the required specification of the products, the lead time, the labour costs, the
size of the purchase orders, our profit margin, the expected date of delivery and the price of
similar products in the market. We negotiate the pricing of each batch of products with individual

customers on a case by case basis in order to maximise the profitability of our Group.
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As we generally purchase our major raw materials after we have received our customers’
orders, our Directors believe that our Group could generally pass part of the risks arising from any
fluctuation in the costs of raw materials to customers during the Track Record Period. In this
connection, we continuously keep ourselves abreast of changes to the market prices of our
products, conduct regular reviews on our pricing policy and pay close attention to responses from
customers during the negotiations/quotations stage. Our Group may adjust the pricing policy to
ensure our Group is responsive to changes in market prices in a timely manner to avoid any

material adverse impact on our competitiveness, performance and financial conditions.
TAX REBATE

During the Track Record Period, our products were primarily delivered to overseas countries
such as the United States, the United Kingdom, Germany and Australia. For the years ended 31
December 2018, 2019 and 2020 and four months ended 30 April 2021, the revenue generated from
sales of our products delivered overseas represented approximately 99.1%, 98.6%, 98.9% and
99.7% of our sales revenue, respectively. For these export sales, we are entitled to a rebate of VAT
from the PRC tax authority, the purpose of which is to refund the VAT incurred on the raw
materials an enterprise sourced for production of products in the PRC, which are subsequently
exported overseas. For further details regarding the laws and regulations relating to the VAT rebate
rate we are entitled to, please refer to paragraphs headed “Regulatory Overview — Laws and
regulations relating to tax — Value-added tax (VAT)” in this prospectus. The amount of VAT
rebate is calculated by multiplying the invoiced value of our export sales with the applicable
rebate rate to the export product type, which varies between different product types. Application of
tax rebate of a calendar year has to be made to the tax authority in the PRC by 30 April of the
following calendar year. Should the PRC tax authority find the documents submitted in relation to
an application for VAT rebate in order, the rebate will be realised by offsetting the VAT payable or
by cash settlement. Our tax rebate for the years ended 31 December 2018, 2019 and 2020 and four
months ended 30 April 2021, amounted to approximately RMB39.9 million, RMB47.9 million,
RMB46.9 million and RMBI18.1 million, respectively. The increase in tax rebate from
approximately RMB39.9 million for the year ended 31 December 2018 to approximately RMB47.9
million for the year ended 31 December 2019, notwithstanding that the ceiling of VAT rebate rate
was adjusted down to 13% in April 2019, was mainly due to (i) the timing difference between the
amount of sales revenue recognised from export sales and the amount of tax rebate in the export
tax rebate application (HHEIEFLHIHIH) in a year; (ii) the upward adjustment of the tax rebate
rates applicable to certain of our product types with effect from 1 November 2018; and (iii) the
grace period of three months from April to June 2019 and during which, the original rates of

rebate before the implementation of the downward adjustment continue to apply.
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AFTER-SALE SERVICES AND PRODUCT RETURN

We generally do not accept product return except for quality reasons. We will follow up
closely with our customers on the quality of our products and their requests for product return,
conduct investigation on customers’ complaints, arrange for refund repayments or rectification

after the complaints have been confirmed.

During the Track Record Period and up to the Latest Practicable Date, we were not subject to
any material product liability claim or material adverse publicity in relation to our products or
their quality and we had not encountered any product return or recall which had a material impact

on us.

Furthermore, to better serve our customers, our sales and marketing team is designated to
handle and answer to all complaints, feedbacks and enquiries from our customers as soon as
practicable upon receipt. If the complaint is related to quality issue of our products, our sales and
marketing team will work with our production team to investigate into the matter. We also
designate a sales representative to each customer other than general consumers to handle enquiries

or address to their complaints, enquiries and feedback on our products.

DELIVERY AND LOGISTICS

As most of our products are for exports sales, delivery of our products to overseas customers
is mainly on a FOB basis whereby we are generally responsible for the delivery of our products to
the shipment port designated by our customers. The risks of loss or damage of goods transported
under an FOB basis are passed to our customers when the products are on board of the vessel, and
the purchaser bears all costs for the international shipment and the related expenses from that
moment onwards. As such, we are responsible for the corresponding cost of delivery within the
PRC. Occasionally, our products are delivered through shipment on a cost insurance and freight
(CIF) basis whereby we cover transportation fees, custom clearance, international sea and air
freight charges and insurance fees. However, risk is transferred to the buyers once the goods are
loaded on the ship.

During the Track Record Period, we outsourced the delivery and logistics services to external
logistics providers, who were Independent Third Parties, to deliver our products from our Huzhou
Production Plant. For the years ended 31 December 2018, 2019 and 2020 and four months ended
30 April 2021, costs associated with our delivery services were approximately RMB9.5 million,
RMB10.3 million, RMB10.7 million and RMB3.9 million, respectively.
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Our Directors confirm that during the Track Record Period, we had not experienced any
material disruption to our delivery arrangements and we had not suffered any material losses or
pay any compensation as result of delays in delivery of our products by the logistics companies

engaged by us.

IMPACT OF THE OUTBREAK OF COVID-19

Impact of COVID-19 on our business and operations

Following the outbreak of COVID-19 in December 2019 in the PRC and the global
widespread since early 2020 and up to the Latest Practicable Date and the emergence of variants,
the business and operations of the Group are in the PRC and our customers in overseas countries

have been affected in the following ways:

(i) Changes in our financial performance

Our Directors believe that the impact of COVID-19 on both our revenue and the sales of our
products to the countries where our sales were mainly made had been alleviated following the use
and administration of COVID-19 vaccines in these countries albeit the emergency of Delta variants
and other variants of COVID-19. For details of our revenue by destination of delivery for the
Track Record Period, please refer to the paragraphs headed “Principal components of consolidated
statements of profit or loss and other comprehensive income — Breakdown of revenue by

location” in this section.

To the best knowledge of our Directors, none of our major customers in the countries affected
by the COVID-19 outbreak has indicated to us that it will cancel any purchase orders placed with
us since the COVID-19 outbreak. Given the nature of our products, being common household
necessity products which are necessary to keep a home running smoothly and provide comfort and
hygiene to users, our products are not easily replaceable by other products. According to the CIC
Report, having already taken into account the impact of COVID-19, the market demand for
laundry products, household cleaning tools and kitchen gadgets is expected to maintain steady
growth in the future. In light of the above, our Directors believe that the potential impact of the
COVID-19 outbreak on our Group’s business operations and financial conditions is only temporary

and not long-term and would not affect the market demand for our products in the long run.

(ii)) Our production

Our Group, like other manufacturers in the PRC, was subject to the PRC government’s
requirement to extend the final day of the Chinese New Year Holidays from 30 January 2020 until
10 February 2020 (the “Extension of Chinese New Year Holidays in 2020”) and had temporarily

suspended our production and operation during the period. Our Group resumed operations
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gradually starting from 12 February 2020. Furthermore, our staff who had travelled to other
provinces were subject to compulsory 14-day quarantine and thus our production in February 2020
was adversely affected and the production schedule had also been delayed. Due to this temporary
suspension of operation in February 2020, we experienced minor delay in scheduling our
production plan and thus, the delivery of our products to three of our customers was temporarily
affected. The duration of actual delays in delivery of goods to our customers was approximately 22
days with the relevant revenue of approximately RMB3.3 million. Nevertheless, our Directors
confirmed that none of our customers had cancelled any orders or requested compensation from
our Group. By mid-March 2020, our operations and production had been fully resumed. By the end
of March 2020, all products related to the sales contracts scheduled for delivery in February and
March were delivered. As confirmed by our Directors, the temporary suspension of our Huzhou
Production Plant due to the Extension of Chinese New Year Holidays in 2020 had not resulted in
any substantial delay in discharging our obligations under any purchase orders from our customers;
and we had not been subject to any late charges or damages imposed on us by our customers. The
number of daily new confirmed cases in the PRC remained at a low level up to the Latest
Practicable Date and no new nationwide lockdown had been imposed by the PRC government. As
at the Latest Practicable Date, all our machinery and equipment are operated in full swing and all
our workforce had returned to work as the outbreak of COVID-19 has been effectively controlled
in the PRC.

(iii) Our supply chain

As our suppliers are predominantly located in the PRC, this operation were therefore subject
to temporary suspension during the Extension of Chinese New Year Holidays in 2020 and other
quarantine measures imposed by their local governments. Apart from this short-term disruption,
there was no material disruption or delay in the supply chain and delivery of raw materials to our

Huzhou Production Plant.

(iv) Our inventory

To avoid accumulation of excessive inventories, we purchase most of our raw materials
mainly based on the purchase orders placed by our customers from time to time, whether before or
after the outbreak of COVID-19. As concerns the inventory of our work-in-progress and finished
products, we generally commence production after receipt of purchase orders placed by the
customers, and thus, during the outbreak of COVID-19, there was no significant risk of
obsolescence of work-in-progress and finished products. Given our suppliers of raw materials are
located in the PRC and all of them have resumed operation since mid-February 2020, our Directors
take the view that we can continue to maintain our inventory policy even after the outbreak of
COVID-19; and our Directors confirmed that the burn rate of our inventories has not experienced

any significant deviation since the outbreak of COVID-19.
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(v) Our customers

Our business is export-oriented and our products are predominantly sold and delivered to the
United States, the United Kingdom, Germany and Australia, which have been affected by the
pandemic of COVID-19. To combat the spread of COVID-19 and its variants, these countries had
to implement tough measures, for instance, putting their countries or cities under lockdown,
restricting movement of people by pronouncing “stay-home” orders, suspending or limiting
business operations in the countries or cities and restricting freight transportation, etc from time to
time. Our Directors believe that if the spread of COVID-19 and its variants cannot be successfully
contained in these countries, our transactions with customers in these countries and cities would
inevitably encounter disruptions. Nevertheless, the governments in the United States, the United

Kingdom, Germany and Australia have gradually relaxed their respective lockdown measures.

(vi) Our sales and marketing activities

Owing to the travel restrictions and/or lockdown measures imposed by the governments of
various countries and cities as well as the governments’ recommendation to maintain social
distancing to reduce the chance of transmission of COVID-19, our sales and marketing team has
not been able to conduct certain sales and marketing activities such as face-to-face meetings with
our potential and existing customers or attending trade fairs or exhibitions to explore potential and
new business opportunities, and instead we conduct marketing activities through alternative means
such as phone calls, emails and mobile applications, which our Directors believe, are relatively
less effective than conducting visits or meetings directly with our customers or potential

customers.

Our Directors expect that the impact of COVID-19 outbreak on the household necessity
product market in these countries is not long-term on the basis that (i) the demand for household
necessity products is less affected as they are necessary items for all households; (ii) the increased
popularity of online shopping by consumers which allows consumers to buy household necessary
products online in the event of closure of physical stores following the lockdown measures; (iii)
recent breakthrough in the development and use of vaccines for preventing COVID-19 infections
by well-established international pharmaceutical companies; (iv) the overall deceasing trend of
daily new confirmed cases in the United States and Germany since January 2021 despite there
were surges in daily new confirmed cases from time to time and the emergence of COVID-19
variants; and (v) the easing of national partial lockdown measures in the United Kingdom since
mid-July 2021.
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Our preventive measures and business contingency plan

To prevent transmission of COVID-19 to and among our employees, we had implemented a
series of company-wide preventive measures to monitor the health conditions of our employees
and maintain a hygienic working environment inside our Huzhou Production Plan. For details,

please see the sub-section headed “Occupation health and safety” in this section.

Our Group has implemented certain business contingency plans to ensure the supply chain of
raw materials would not be disrupted due to the outbreak of COVID-19. Without entering into any
long-term binding purchase agreements with our suppliers, in case of any material disruption in
business of any of our PRC suppliers, our Group is free to source raw materials from alternative
suppliers given the price of our principal raw materials including polypropylene resins and steel is
generally influenced by the fluctuation in global price trends of crude oil, natural gas and iron ore
etc. As such, even if our Group needs to source materials from alternative suppliers, there will not
be any material increase in the cost incurred by our Group. Furthermore, as part of our
contingency plan, our Group has short-listed a few other existing suppliers in PRC as our
alternative suppliers who would supply quality raw materials to us if our major suppliers have to
suspend their operation due to COVID-19, and at the same time, we maintain frequent
communications with our major suppliers via digital meetings instead of physical meetings, to

ensure that their operation was not disrupted.

Further, to ensure our business continuity, we would continue to maintain close business

relationship with our major customers.

We also plan to expedite our plan in reaching out to local customers by strengthening our
sales and marketing efforts to promote and develop our “Jia Ji Bao” (% i &) brand products. Our
Directors believe that, with our expertise, product portfolio and design development capabilities to
develop and manufacture household necessity products for our customers, we will be able to
replicate our success in the PRC market in the event where our sales to overseas customers is
materially and adversely affected by the COVID-19 outbreak.

TRANSFER PRICING ARRANGEMENT
During the Track Record Period, while our orders for sales delivered overseas were
principally concluded by our operating subsidiary BHP Zhejiang, some of our orders for our

overseas sales were directly concluded by BHP Housewares, our subsidiary in Hong Kong, or with
BHP UK, our subsidiary in the United Kingdom.
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Upon receipt of the sales orders from our customer, BHP Housewares and BHP UK would
make a purchase order with BHP Zhejiang to manufacture the requested products. Finished goods
manufactured by BHP Zhejiang are then directly sold to BHP Housewares or to BHP UK for
onwards sales to our overseas customers. Most of our finished goods are exported on FOB basis

and will be delivered based on the instruction of the customers.

These intra-group transactions are treated as sales from BHP Zhejiang to BHP Housewares
and BHP UK and the selling prices are based on the then prevailing market price of our products.
Our Directors confirmed that the relevant intra-group transactions were conducted on normal
commercial terms. Notwithstanding that, we may be challenged by the relevant tax authorities on
the appropriateness of these transactions and may be subject to possible tax exposure arising from
our transfer pricing arrangement. Please refer to the paragraphs headed “Risk factors — Risks
relating to our business — Our operations may be subject to transfer pricing adjustments by
competent authorities” in this prospectus for further details. Our Directors confirmed that up to the
Latest Practicable Date, our Group had not been subject to any enquiry, audit or investigation by
any tax authority in the PRC or Hong Kong or United Kingdom with respect to transfer pricing

carried out by our Group.

The flow chart below shows the major steps and parties involved in intra-group transactions
between BHP Zhejiang and BHP Housewares or BHP UK.

Movement of finished goods:

Transaction within our Group

»

»

Transaction with Independent Third Parties

Overseas customers

BHP UK
A the United Kingdom
,,,,,,,,,,,,,,,,,,,,,,,,, e
I
I
| BHP Housewares
I
I 4
| | Hong Kong
e S
I I PRC
\ \
Supply of raw I I
Third party materials : : Third party
. . —>
suppliers BHP Zhejiang customers

BHP UK and BHP Housewares
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Stage 1 — Some of our overseas customers place orders with BHP Housewares and BHP UK

While our sales delivered overseas are principally undertaken by BHP Zhejiang, some of our
sales delivered overseas are concluded by BHP UK and BHP Housewares. Upon receiving the
orders from our overseas customers, BHP UK and BHP Housewares will make a purchase order
with BHP Zhejiang.

BHP Housewares and BHP UK undertake the administrative activities and sales and

marketing activities relating to the customers that purchase our products through them.

Stage 2 — Manufacturing of household products by BHP Zhejiang

BHP Zhejiang performs functions related to production, including raw materials purchasing,
production and processing, quality control, etc. The products manufactured by BHP Zhejiang

mainly include laundry products, household cleaning tools and kitchen gadgets.

BHP Zhejiang sells these products to BHP Housewares or BHP UK.

Stage 3 — Logistic management

BHP Housewares and BHP UK also helps arrange logistics for the overseas customers

generally on a FOB basis.

Reason for such arrangement

BHP Housewares and BHP UK are mainly responsible for handling customers with orders of
smaller volumes. Our Directors are of the view that it is more effective for BHP Housewares and
BHP UK to consolidate these orders of smaller volumes together and to place orders with BHP
Zhejiang. Our Directors believe that such transactions would enhance the effectiveness of our
overall management and operation and allocation of resources. Going forward, BHP UK and BHP

Housewares will continue to conclude orders of smaller volumes.

Potential tax exposure

In order to assess whether the sales transactions between BHP Zhejiang and BHP Housewares
or BHP UK were carried out on an arm’s lengths basis, we have engaged the Tax Consultant to
conduct an analysis of the above transactions. Given the functional profiles of the parties involved
in the transactions, transactional net margin method and the comparable uncontrolled transaction
method have been adopted as the appropriate transfer pricing analysis methodologies to assess the

arm’s length nature of the above transactions.
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To assess the transactions between BHP Zhejiang and BHP Housewares, the Tax Consultant
used the transactional net margin method to examine the profit level indicators that BHP Zhejiang
realised from the intra-group transactions. The profit level indicators include, among others,
earnings before interest and tax margin and full cost plus mark-up. In applying the method, the Tax
Consultant identified comparable companies which have similar functions, bear similar risks and
operate similar business to BHP Zhejiang. Under these criteria and the information sourced from a
database, a number of public listed companies in Asia Pacific region are selected as comparable
companies. The profit levels of these comparable companies are benchmarked as a reasonable
range of profit levels. Based on the analysis, the Tax Consultant concluded that the profit level of
the intra-group transactions between BHP Zhejiang and BHP Housewares during the Track Record

Period was within the range of profit levels of comparable companies.

To assess the transactions between BHP Zhejiang and BHP UK, the Tax Consultant used the
comparable uncontrolled transaction method to examine the service fees paid by BHP Zhejiang to
BHP UK. In applying the method, the Tax Consultant identified comparable service agreements
which provide similar services in similar industry from a database. The service fee rates of these
comparable agreements are benchmarked as a reasonable range of service fee rates. Based on the
analysis, the Tax Consultant concluded that the service fee rates of the intra-group transactions
between BHP Zhejiang and BHP UK during the Track Record Period fall within the range of
service fee rates of comparative agreements. In view of this, the Tax Consultant is of the view that
the aforementioned intra-group transactions were conducted on arm’s length basis and there is no

potential tax obligations arising from these intra-group transactions.

Based on the discussion with the Tax Consultant and the above comprehensive assessment
bases by the Tax Consultant, the Directors take the view that the transfer pricing arrangement
under the above transactions between BHP Zhejiang and BHP Housewares or BHP UK have
complied with the applicable transfer pricing rules and regulations in the PRC, Hong Kong and the
United Kingdom, which require related party transactions to be carried out on an arm’s length

basis.

Measure to ensure on-going compliance

Our Group’s transfer pricing arrangement is part of our normal trading operation where an
arm’s length transaction price needs to be established. We have implemented a general policy in
this area to follow the arm’s length principle and to achieve an arm’s length outcome. We will
regularly review the arrangements between BHP Zhejiang and BHP Housewares or BHP UK, and
where necessary, appoint tax consultant to review such transfer pricing arrangements to ensure

compliance with the arm’s length principle.
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As at the Latest Practicable Date, BHP Zhejiang had completed all the relevant tax filings
related to its related party transactions in compliance with the relevant PRC laws and regulations
and our Directors are not aware of any enquiry, audit or investigation by any tax authority in the
PRC or Hong Kong and the United Kingdom with respect to the transfer pricing arrangements

carried out by our Group.

IMPACT OF THE TRADE WAR ON OUR BUSINESS

In recent years, the United States has advocated greater restrictions on trade generally and
significant increases on duties on goods imported into the United States, particularly from the
PRC, and has recently taken steps toward restricting trade in imported Chinese products. As our
Group exports our products to the United States, these duties may have an adverse impact on our
Group’s business operation and financial results. For further details, please refer to the paragraphs
headed “Risk factors — Risks relating to our business — Our businesses are subject to
international trade policies and trade barriers with respect to overseas sales, which could adversely

affect our business and results of operations” in this prospectus.

Background and development of additional United States duty

The United States has recently taken steps toward restricting trade in imported Chinese
products. Specifically, starting in July 2018, the United States imposed actions in the form of
additional duties on certain Chinese products. This means that when these products of Chinese
origin are imported into the United States, they are subject to additional import duties, currently
varying from 7.5% to 25%, unless the products are covered by product-specific exclusions (the
“Exclusions”) granted by the US Trade Representative (“USTR”). Certain Exclusions are only
extended up to 31 December 2020 or early 2021, which means that Section 301 regarding the
additional duties on products of Chinese origin that were subject to the Exclusions will most likely
resume in 2021. To the best knowledge of our Directors after making reasonable enquiries, none of
our products fell into the ambit of the Exclusions during the Track Record Period and our

Directors take the view that the Exclusions had no impact on our products.

On 6 July 2018, the United States began imposing an additional duty of 25% on imported
Chinese products with an annual trade value of approximately US$34 billion (“List 17). On 23
August 2018, the United States imposed an additional 25% duty on imported Chinese products
with an annual trade value of approximately US$16 billion (“List 2”). The products targeted by the
increased duties on List 1 and List 2 include machinery, televisions, medical devices, aircraft parts

and batteries.

In light of the PRC’s subsequent retaliatory response by imposing duties on the United States
goods, the United States proposed to take further action in the form of additional duties on

products originating from the PRC with an annual trade value of approximately US$200 billion
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(“List 37), including categories such as consumer products, chemical and construction materials,
textiles, tools, food and agricultural products, commercial electronic equipment and
vehicle/automotive parts. On 24 September 2018, the United States further imposed an additional
duty of 10% on Chinese imports on List 3 which was increased to 25% effective on 8§ May 2019.

After another round of trade talks between the PRC and the United States in June and July
2019 failed, on 20 August 2019, the United States announced that it would impose an additional
duty to the remaining approximately US$300 billion of Chinese imports, which covered almost all
imported Chinese products not subject to additional duty then (“List 4”). The additional duty of
15% on part of these products began on 1 September 2019 (“List 4A”, US$120 billion) and the
others were at first scheduled to take effect on 15 December 2019 (“List 4B”, US$160 billion).

The United States and the PRC made further progress on trade talks after October 2019. On
15 January 2020, the PRC and the United States entered into the “Economic and Trade Agreement
between the Government of the United States of America and the Government of the People’s
Republic of China” (the “Phase One Trade Agreement”). In connection with entering into the
Phase One Trade Agreement, the United States suspended the additional duty of 15% on Chinese
imports on List 4B which were scheduled to take effect on 15 December 2019 until further notice
and reduced the additional duty of 15% on Chinese imports on List 4A which took effect on 1
September 2019 to 7.5% effective on 14 February 2020. As a result, our products falling into the
ambit of List 4B are not subject to additional United States Section 301 duty. Nearly all of our
products appear to fall under List 4A or List 3, rendering these products subject to an additional
duty of 7.5% or 25% when being imported into the United States. The status of the tariffs may
change as the trade negotiations between China and the United States evolves. As advised by our
legal advisers as to United States laws, in October 2021, USTR Ambassador stated that China is
not fully complying with the Phase One Agreement and has failed to make “meaningful reforms”
to address the concerns shared by the United States and other countries regarding China’s
economy. Thus, the current Section 301 tariffs will remain in place. The USTR Ambassador also
indicated that the Administration is keeping open the potential for additional tariff exclusion

processes.

Impact of the United States duty on our products

During the Track Record Period, the sale of our products to the United States as delivery
destination accounted for approximately 44.9%, 44.4%, 46.3% and 26.9% of our total revenue,
respectively. The decrease in the sale of our products to the United States as a percentage of our
total revenue for the four months ended 30 April 2021 as compared to the full year ended 31
December 2020 was mainly attributed to (i) the decrease in sale of our products to the Bradshaw
Group due to the timing factor that the proportion of the sales to Bradshaw Group during a year is
generally higher in the second half of a year; (ii) the increase in sales of laundry products to

Germany as Customer A launched marketing activities; and (iii) increase in sales of laundry
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products delivered to the Netherlands for the period. The table below sets forth the breakdown of
product category and corresponding revenue derived from products that fall under List 3, 4A and
4B for the years and period indicated:

For the four

months ended

For the year ended 31 December 30 April
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
25% (List 3)
Laundry products 2,644 3,091 512 324
Household cleaning tools 5,370 7,728 29,858 2,735
Kitchen gadgets 3,159 2,563 1,115 —
11,173 13,382 31,485 3,059
7.5% (List 4A)
Laundry products 4,041 256 3,027 353
Household cleaning tools 129,114 131,991 131,225 30,504
Kitchen gadgets 412 2,733 12,048 68
133,567 134,980 146,300 30,925
15% (List 4B)Vore)
Laundry products — — — —
Household cleaning tools 2,804 1,209 324 —
Kitchen gadgets — — — —
2,804 1,209 324 —
Total 147,544 149,571 178,109 33,984

Note: As at the Latest Practicable Date, the additional duty for List 4B had been suspended until further notice.
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Details of the impact of the United States duty on our products as at the Latest Practicable
Date are set forth below:

Our products which

are subject to Effective date of

Principal products targeted by additional United Rate of additional ~ implementing the additional

List additional United States duty States duties United States duties United States duties
3. Consumer products, chemical and construction Laundry originally 10% 24 September 2018
materials, textiles, tools, food and agricultural products, and increased (10%)
products, commercial electronic equipment, Household to 25% 10 May 2019
vehicle/automotive parts and others cleaning tools, (25%)
Kitchen gadgets
4A. Televisions, clothing, footwear, sporting equipment, Laundry originally 15% 1 September 2019
table linens, bedding, dishes, food, beverages and products, and reduced  (15%)
others Household to 7.5% 14 February 2020
cleaning tools, (7.5%)
Kitchen gadgets
4B. Cell phones, laptop computers, video game consoles, ~ Household 15%  Suspended until further

certain toys, computer monitors, certain items of cleaning tools notice
footwear and clothing and others (the “Excluded

Products”)

Party responsible for the additional United States duty

As advised by our legal advisers as to United States laws, the United States importer is
ultimately liable for the payment of all import duties upon importation into the United States. As
our products were sold and delivered to the United States on an FOB basis, we are not the party
that imports products into the United States, we are not responsible for customs clearance within
the jurisdiction of the United States nor are we responsible for the payment of any import duties
for products imported into the United States. Nonetheless, our customers, being the parties which
import goods into the United States, may transfer the extra costs incurred by them as a result of

the duty to us.
Implication of additional United States duty on our business

Nearly all of our Group’s products sold to the United States appear to fall under List 4A or
List 3, subject to an additional duty of 7.5% or 25%. Only one type of product (window cleaning

set) was under List 4B, of which as at the Latest Practicable Date, additional duty is currently

suspended. As at the Latest Practicable Date, our Directors confirm that we have not been asked to
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reduce the selling price of our products which fall into the ambit of List 3 or List 4A or List 4B or
to bear any of such duty for which our customers were responsible. Regarding our products sold to
the United States, which are under List 3 (i.e. 25% duty rate), List 4A (i.e. 7.5% duty rate) and
List 4B (i.e. 15% duty rate which is, as at the Latest Practicable Date, suspended), based on (i) our
longstanding relationship with our customers in the United States, especially the Bradshaw Group;
(i1) the competitiveness of our pricing, product design, development and production capabilities to
meet customers’ requirements; and (iii) the nature of our products, which are common types of
household necessity products, makes it less vulnerable to sudden change in market demand
resulting from the duties, our Directors are of the view that the demand and the average selling

prices of these products will not be materially and adversely affected.

The table below sets forth the average monthly revenue and sales volume of products sold to

the United States before and after the imposition of relevant duties:

Average Average
monthly monthly sales
revenue volume
RMB’000 000 unit

For the period from 1 January 2018 to 23 September 2018 11,845 1,300

Effective date of the List 3 additional duties

24 September 2018 (10%)

For the period from 24 September 2018 to 9 May 2019 11,858 1,276

10 May 2019 (25%)

For the period from 10 May 2019 to 31 August 2019 12,713 1,208

Effective date of the List 4A additional duties "¢ "’

1 September 2019 (15%)

For the period from 1 September 2019 to 13 February 2020 12,474 1,310

14 February 2020 (7.5%)

For the period from 14 February 2020 to 30 April 2021 V¢ 2 13,352 1,449

Notes:

1. The additional duty of 15% on Chinese imports on List 4A which took effect on 1 September 2019 were reduced to

7.5% effective on 14 February 2020.
2. The increase in our average monthly revenue and average monthly sales volumes to the United States was mainly

due to the increase in our sales of household cleaning tools to the Bradshaw Group in 2020.

- 237 -



BUSINESS

After the imposition of the List 3 additional duties on our products on 24 September 2018,
our average monthly revenue and average monthly sales volume remained relatively stable for the
period from 24 September 2018 to 31 August 2019, as most of our products sold to the United
States did not fall into the ambit of List 3. After the imposition of List 4 additional duties on 1
September 2019 at 15%, our average monthly revenue and average monthly sales volume remained
relatively stable for the period from 1 September 2019 to 13 February 2020 due to our
longstanding relationship with the Bradshaw Group, our competitiveness and the nature of our
products which are common types of the household necessity products. After the reduction of the
List 4 additional duties to 7.5% on 14 February 2020, our average monthly revenue and average
monthly sales volume increased during the period from 14 February 2020 and 31 December 2020
mainly due to the increase in our sales to the Bradshaw Group. For further details on why our
average monthly revenue and average monthly sales volume was not negatively affected by the
additional duties and why the Bradshaw Group placed more orders with us despite the increase in
tariff, please refer to the paragraphs headed “Business — Customer concentration — Background
of our five largest customers and our relationship with our five largest customer” in this section.
Moreover, none of our customers in the United States have indicated to reduce their orders with us
amid the China-US trade war. Therefore, our Directors do not foresee that the demand for our

products will be materially and adversely affected by the imposition of United States duty.

To minimise the potential impact of the United States duties on our business and to maintain
our position as a well-established and reliable OEM or ODM supplier to our customers in the

United States, we are planning to adopt the following strategies:

(i) Price adjustment: To maintain our competitiveness and subject to any changes in
circumstances, if we find it necessary, we may adjust the price of our products in the
short-term to the extent that it will not significantly offset or affect our financial
performance. In this respect, when the circumstance arises, we will discuss with our
customers the price adjustment of our products. However, our Directors are of the view
that we will not face pricing pressure from customers in other countries primarily
because we do not adopt uniform pricing for our products in different countries. The
price of our products in different countries is determined with reference to various
factors including the competitive landscape of the countries and prices of the products
offered by our competitors. As at the Latest Practicable Date, our Directors confirm that
we had not received any price reduction request from our major customers in the United
States or other countries due to any possible price adjustment that we would offer to any

other customer;
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(i1)) Concentrating our efforts on customers in countries and regions other than the United
States: In order to mitigate any inherent risks arising from the impact of any additional
United States duties, we will (i) allocate more production capacity and resources for
production of products to customers located in the countries and regions other than the
United States such as the United Kingdom, Germany and Australia; and (ii) increase our
sales and marketing efforts by online channels in these countries and regions to expand
our pool of customers in these countries and regions. During the Track Record Period,
our Group had recorded a strong performance in countries and regions other than the
United States. Our revenue generated from the United Kingdom, Germany and Australia
during the Track Record Period remained relatively stable. For the years ended 31
December 2018, 2019 and 2020 and four months ended 30 April 2021, our revenue
generated from products delivered to the United Kingdom, Germany and Australia was
RMB154.9 million, RMB161.4 million, RMB163.9 million and RMB70.6 million,
respectively. We also maintained long-term business relationship with other top five
customers in Germany, Australia, the United Kingdom and Austria during the Track
Record Period. Some of our major customers located outside of the United States have
indicated to us that they would place more purchase orders with us if our production
capacity allows. According to the CIC Report, population growth and in particular, the
prevalence of smaller households, is expected to continue in the United Kingdom,
Germany, and Australia which would drive demand for household necessity products in
these markets. Moreover, our sales to countries other than the United States, the United
Kingdom, Germany and Australia increased from approximately RMB25.6 million for
the year ended 31 December 2019 to approximately RMB42.7 million for the year ended
31 December 2020. Our Directors believe that our proven track record of delivering
quality products to well-established international brand owners can provide us with good

creditability to expand our sales to more countries other than the United States.
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(iii)) Developing our OBM business in the PRC market: Along with our plan to allocate more
efforts on customers in countries and regions other than the United States, we will also
further develop our OBM business in the PRC market to reach out to local consumers in
the PRC. Since December 2017, we have started developing and manufacturing
household necessity products under our own-brand, “Jia Ji Bao” (X7 &) and sell our
own-brand products through e-shops in the PRC market. For further details, please refer
to the paragraphs headed “Our business strategies — IV. Expand our sales and

marketing network” in this section;

(iv) Maintain disciplined financial strategy: We will strive to maintain relatively stable gross
profit margins amid the increase in United States duties. On top of the above mitigating
measures, we also continue to focus on our internal control system to maintain
disciplined financial strategy by achieving relatively stable profit margin. For example,
(i) our production team, sales and marketing team and finance team will have meetings
from time to time to closely monitor key areas such as our production process and the
cost thereof; (ii) we also have regular meetings among senior management to ensure that
major decisions related to our expenses, sales forecast, cash flow projections,
investments and expansion plans etc. are discussed and deliberated among the senior
management of our Group; and (iii) our finance team is required to conduct periodic
review of our performance and financial condition. Attributed to our internal control
system, despite the recent heightened China-US trade tension, we were able to achieve a
relatively stable profit margin during the Track Record Period. For the years ended 31
December 2018, 2019 and 2020 and four months ended 30 April 2021, our gross profit
margin of products delivered to the United States was approximately 26.3%, 26.6%,
29.0% and 25.8%, respectively. Having considered the effectiveness of our mitigation
measures to date, our Directors believe that we could be least impacted by the trade
tension in the future and there is no indication of material deterioration in our financial

performance to our Group as a whole.
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Analysis of hypothetical impact on the revenue and profit of our Group if all additional US

duties are borne by us

The following illustrates the hypothetical impact on the revenue and profit for the year of our
laundry products, household cleaning tools and kitchen gadgets sold to the United States as the
destination of delivery assuming that no exclusions apply and taking into account that
corresponding duty rates were applied during the Track Record Period, if all additional US duties

applicable to our products are borne by us, while all other factors remain unchanged:

For the four

months ended

For the year ended 31 December 30 April
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000
Revenue for the year 328,748 336,553 384,740 126,240
Revenue from the United States 147,544 149,571 178,109 33,984
Profit for the year/period 40,996 34,057 46,252 11,890
Assuming the additional US
duties are borne by us
Estimated decrease in revenue 191 Vote 1) 9,949 19,620 3,084
Estimated decrease in net profit 141 (Note D 7,462 14,715 2,313

Note 1: On 24 September 2018, the United States started to impose an additional duty of 10% on imported Chinese
products on that fell into the ambit of List 3. For the period from 24 September 2018 to 31 December 2018, our
products sold to the United States which fell into the ambit of List 3 amounted to approximately RMBO0.2

million.

As at the Latest Practicable Date, the addition duty for List 4B had been suspended until
further notice. As a result, the Directors expect that there would be no impact on our Group’s

financial performance for our products that fall under List 4B.
IMPACT OF THE BREXIT ON OUR BUSINESS
Background and recent development of Brexit

On 23 June 2016, the United Kingdom held a referendum pursuant to which the United
Kingdom electorate voted in favour of its withdrawal from the EU (“Referendum”). While the
United Kingdom was originally scheduled to cease to be a member of the EU on 29 March 2019,
the United Kingdom only ceased to be a member of the EU since 31 January 2020 (“Brexit”). The
United Kingdom remained subject to EU laws and regulations during the transitional period which

expired on 31 December 2020. Prior to the end of the transitional period, on 24 December 2020,
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the United Kingdom and the EU has reached an agreement, namely the EU-UK Trade and

Cooperation Agreement (the “TCA”), determining the terms of the United Kingdom’s relationship
with the EU.

Impact of Brexit on our products and customers in the United Kingdom

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, the revenue that we generated from products sold to the United Kingdom as delivery
destination amounted to approximately RMB62.1 million, RMB60.5 million, RMB61.6 million and

RMB26.3 million respectively, representing approximately 18.9%, 18.0%, 16.0% and 20.8% of our

total revenue, respectively. Our Directors believe that Brexit will not have a material adverse

impact on our Group’s business or our sustainability for the following reasons:

(1)

(ii)

(iii)

During the Track Record Period and up to the Latest Practicable Date, our cost of sales
is predominantly denominated in RMB, and our overseas sales are predominantly
denominated in USD. Therefore, exposure to any risks arising from the currency
fluctuations in GBP as a result of Brexit is limited;

To the best knowledge of our Directors, the tariff rates and corporate income tax rates
borne by BHP UK remain unchanged since Brexit. As such, our exposure to any

tax-related risks arising from Brexit is limited; and

According to the CIC Report, since the TCA has set out arrangements preferential to the
UK for trade in goods and in services and digital trade, the retail sales of drying racks
in the United Kingdom are expected to increase from approximately GBP93.3 million in
2021 to approximately GBP103.2 million in 2025, representing a CAGR of
approximately 2.6%. Moreover, as stated in the CIC Report, the TCA on the United
Kingdom local economy is expected to have minimal effect on the trade relations
between the PRC and the United Kingdom as the PRC has been the world factory for
household necessities since the country entered into the World Trade Organization in
2011, the majority of the drying racks in the United Kingdom, which is a common type
of daily household necessity products, are supplied by the PRC manufacturers.
Therefore, even if there is a potential downturn of the United Kingdom local economy,
such downturn will not affect the PRC’s position as the United Kingdom’s major
supplier of drying racks. In view of the above, our Directors consider that the potential
impact of Brexit on the sale of our laundry products to the United Kingdom would not

be significant.
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OUR SUPPLIERS

Our suppliers supply us with raw materials and plastic injection moulding service. The major
raw materials used in the production of our household necessity products include polypropylene
resins, steel, textiles, and packaging materials such as wrapping paper and carton boxes. During
the Track Record Period, our Group sourced and procured raw materials predominantly from the

suppliers in the PRC.

We have maintained a stable relationship with our major suppliers. Our business relationship
with our five largest suppliers during the Track Record Period ranged from approximately four
years to 11 years.

The purchase prices of raw materials are determined between the suppliers and us on a
case-by-case basis with reference to the then market prices. The credit terms granted by our major
suppliers are generally from O to 60 days. Payments are generally made by telegraphic transfers or

bank acceptance bill and are settled in RMB.

The raw materials we purchased for the years ended 31 December 2018, 2019 and 2020 and
the four months ended 30 April 2021 amounted to approximately RMB166.8 million, RMB174.9
million, RMB191.2 million and RMB70.3 million, respectively. During the Track Record Period,
we did not experience any significant shortage of raw materials causing material disruption to our
works. Our Directors believe that the supply of raw materials we usually use is stable and

sufficient in the market.

Major terms with suppliers

As our major raw materials, namely, polypropylene resins, steel, textiles and packaging
materials, are generally readily available in the PRC, our Directors believe that, if required, we
can purchase readily from alternative suppliers at prices and quality comparable to those provided
by our current suppliers. As such, we did not enter into long-term supply agreement with our
suppliers during the Track Record Period and up to the Latest Practicable Date. Our Directors are
of the view that our practice of not entering into long-term supply agreements with our suppliers
would not have material adverse impact on our production and business operations.
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Instead, our Group would issue purchase orders to the suppliers for each purchase. The

salient features of a purchase order are set out below:

Standard terms of our purchase orders. Our purchase orders contain specifications and the
quantity of raw materials procured by us, their unit price and the total transaction amount, the
required standard of the raw materials, payment date, delivery method and delivery date. Suppliers
are usually required to deliver the raw materials to our warehouse at our Huzhou Production Plant

at our costs on or before a specified date; and

Credit terms and settlement method. Generally, our suppliers allow us to settle O to 60 days
from the first day of the succeeding month of the invoice date. Payments are generally made by

telegraphic transfer or bank acceptance bill in RMB.

Our Directors confirm that during the Track Record Period and up to the Latest Practicable
Date, we had not experienced nor were we aware of any circumstance leading to any contractual

disputes with or claims by our major suppliers.
Plastic injection service providers

We engage plastic injection service providers for carrying out plastic injection moulding
when the plastic injection machines of our Huzhou Production Plant are running close to their full

utilisation.

During the Track Record Period, our Group engaged Deqing Xinzhong Plastic Co., Ltd.* ({&
HA A BB AR 7)) (“Deqing Xinzhong”), Deqing Hongsheng Plastic Co., Ltd.* (&5 7% F+ ¥ 2
HFRAF]) (“Deqing Hongsheng”) and Deqing Yongsheng Plastic Product Factory* (f& i/ 7k B % K}
R W) (“Deqing Yongsheng”, together with Deging Xinzhong and Deqing Hongsheng, the
“Plastic Injection Service Providers”) to process plastic into parts that we will further assemble
into household necessity products. The Plastic Injection Service Providers are considered as
connected persons of our Group, for further details, please refer to the section headed “Continuing
connected transactions”. Our Directors confirmed that the engagement to the processing service
providers was an interim measure taken by us on an as-needed basis in light of the high utilisation
rate of our production lines during the relevant period. For the years ended 31 December 2018,
2019 and 2020 and four months ended 30 April 2021, our total processing fees with Plastic
Injection Service Providers amounted to approximately RMB12.8 million, RMB14.5 million,
RMB15.9 million and RMBS.0 million, respectively, representing approximately 5.4%, 6.0%, 5.9%

and 8.8% of our total cost of sales, respectively.
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During the Track Record Period, our Group entered into framework agreements with our
Plastic Injection Service Providers. The following table summarises the major terms of our

framework agreements with our Plastic Injection Service Providers:

Term of agreements : The length of the agreements is one year and is
renewed upon expiry unless either party gives
written notice of termination within one month prior

to expiry.

Minimum amount for service : No minimum amount of service required.

required

Quality control and warranty period The service providers will perform sampling
inspection on the processed parts; the warranty
period is 12 months from the date of the processed

parts accepted by our Group.

Delivery: : The service providers will, at their own costs,
arrange delivery of the processed parts to the

location designated by our Group.

Confidentiality undertaking : The service providers will not disclose to any third
party any trade secrets, technical know-how and any
other information acquired in the course of
conducting business with our Group, unless such
disclosure is permitted with the prior written

consent of our Group.

Termination : The agreements can be terminated by mutual

agreement of both parties.

Our staff will attend the production plant of our processing service providers when the
processing service works are taking place. They will supervise production processes, and conduct
testing to ensure the processed items are in compliance with our specifications. During the Track
Record Period and up to the Latest Practicable Date, we had not experienced any material disputes

with our processing service providers.
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Our major suppliers

Owing to the large variety of our products we manufacture, we have maintained a pool of
approved suppliers to support our operation. We generally have alternative sources to supply the
same kind of raw materials and hence, the loss of any single supplier would not have a material
impact on our operations. During the Track Record Period, we had over 300 suppliers on our list
of approved suppliers. For the same years, our purchases made to our five largest suppliers
amounted to approximately RMB63.0 million, RMB61.6 million, RMB61.2 million and RMB26.4
million, respectively, representing approximately 35.1%, 32.5%, 29.3% and 33.2% of our total
purchases, respectively. For the same years, our purchases made to our largest supplier amounted
to approximately RMB30.4 million, RMB29.9 million, RMB30.8 million and RMB11.9 million,
respectively, representing approximately 16.9%, 15.8%, 14.8% and 15.0%, respectively, of our

total purchases.

The following tables set forth the profiles of our five largest suppliers during the Track

Record Period:

For the year ended 31 December 2018

Approximate
The year our percentage to
supplier first the total ~ Principal raw
started to do  Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment
Rank Supplier Principal business with us purchases that year purchased method
(RMB’000)

1 Supplier A A PRC private company that 2017 30,380 16.9% Steel 30 days,
engages in the sales of telegraphic
metals, construction transfer and
materials and plastic bank
materials. acceptance

bill

2 Supplier F A PRC private company that 2013 15,303 8.5% Polypropylene 7 days,
engages in the sales of resins telegraphic
chemical products, natural transfer

rubber and plastic raw

materials and products.
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The year our

Approximate

percentage to

supplier first the total ~ Principal raw
started to do  Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment

Rank Supplier Principal business with us purchases that year purchased method

(RMB’000)

3 Supplier G A PRC private company that 2010 6,152 3.4% Polypropylene Upon
engages in the sales of resins delivery,
hazardous chemicals. telegraphic

transfer

4 Supplier H A PRC private company that 2014 5,859 3.3% Textile 60 days,
engages in the production of bank
silk textiles, cotton textile acceptance
and synthetic yarns textile. bill

5 Supplier E A PRC private company that 2017 5,344 3.0% Packaging 60 days,
engages in the production of materials bank
packaging and decoration acceptance
materials. bill

Total 63,038 351%
For the year ended 31 December 2019
Approximate
The year our percentage to
supplier first the total ~ Principal raw
started to do ~ Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment
Rank Supplier Principal business with us purchases that year purchased method
(RMB’000)

1 Supplier A A PRC private company that 2017 29,947 15.8% Steel 30 days,
engages in the sales of telegraphic
metals, construction transfers
materials and plastic and bank
materials. acceptance

bill
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The year our

Approximate

percentage to

supplier first the total ~ Principal raw
started to do  Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment

Rank Supplier Principal business with us purchases that year purchased method

(RMB’000)

2 Supplier F A PRC private company that 2013 14,181 7.5% Polypropylene 7 days,
engages in the sales of resins telegraphic
chemical products, natural transfer
rubber and plastic raw
materials and products.

3 Supplier H A PRC private company that 2014 6,778 3.6% Textile 60 days,
engages in the production of bank
silk textiles, cotton textile acceptance
and synthetic yarns textile. bill

4 Deqing Xinzhong A PRC private company that 2011 5,352 2.8% Plastic 30 days,
engages in the production of injection telegraphic
plastic products and raw moulding  transfer and
materials. service bank

acceptance
bill

5 Supplier E A PRC private company that 2017 5,314 2.8% Packaging 60 days,
engages in the production of materials bank
packaging and decoration acceptance
materials. bill

Total 61,572 32.5%
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For the year ended 31 December 2020

The year our

Approximate

percentage to

supplier first the total  Principal raw
started to do  Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment

Rank Supplier Principal business with us purchases that year purchased method

(RMB’000)

1 Supplier A A PRC private company that 2017 30,815 14.8% Steel 30 days,
engages in the sales of telegraphic
metals, construction transfer and
materials and plastic bank
materials. acceptance

bill

2 Supplier F A PRC private company that 2013 8,954 4.3% Polypropylene 7 days,
engages in the sales of resins telegraphic
chemical products, natural transfer
rubber and plastic raw
materials and products.

3 Supplier B A PRC private company that 2015 7,599 3.6% Polypropylene 3 days,
engages in the sales of resins telegraphic
chemical raw materials and transfer
products.

4 Supplier H A PRC private company that 2014 7,370 3.5% Textile 60 days,
engages in the production of bank
silk textiles, cotton textile acceptance
and synthetic yarns textile. bill

5 Supplier [ A PRC private company that 2010 6,442 3.1% Aluminium 30 days,
engages in the production telegraphic
and sales of aluminium transfer
products.

Total 61,180 29.3%
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For the four months ended 30 April 2021

The year our

Approximate

percentage to

supplier first the total  Principal raw
started to do  Approximate  purchases materials/  Credit period
business amount of  incurred in service and payment

Rank Supplier Principal business with us purchases that year purchased method

(RMB’000)

1 Supplier A A PRC private company that 2017 11,896 15.0% Steel 30 days,
engages in the sales of telegraphic
metals, construction transfer and
materials and plastic bank
materials. acceptance

bill

2 Supplier J A PRC private company and 2018 4,351 5.5% Polypropylene 7 days,
its group companies that resins telegraphic
engage in the sales of a transfer
variety of products such as
energy resources, chemical
products, iron and steel.

3 Supplier I A PRC private company that 2010 3,852 4.8% Aluminium 30 days,
engages in the production telegraphic
and sales of aluminium transfer
products.

4 Deqing Xinzhong A PRC private company that 2011 3,373 4.2% Plastic 30 days,
engages in the production of injection telegraphic
plastic products and raw moulding  transfer and
materials. service bank

acceptance
bill

5 Supplier C A PRC private company that 2012 2,907 3.7% Aluminium 30 days,
engages in the production telegraphic
and sales of metal materials transfer and
and products. bank

acceptance
bill
Total 26,379 33.2%
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Relationship with our five largest suppliers during the Track Record Period

None of our Directors, their respective close associates, or any Shareholders who or which,
own more than 5% of the issued share capital of our Group as at the Latest Practicable Date, had
any interest in any of the five largest suppliers of our Group during the Track Record Period. Save
for Deqing Xinzhong which was our fourth largest supplier for the year ended 31 December 2019
and a connected person to our Company, all of our five largest suppliers are Independent Third

Parties.

Our Directors confirm that during the Track Record Period and up to the Latest Practicable
Date, (i) we had not relied on any single source of supply for our raw materials; (ii) we had no
major returns of raw materials relating to quality problems during the Track Record Period; (iii)
we had not experienced any material disruption or dispute in supply that may adversely affect or
delay our production plan; and (iv) we had not experienced any material delay in making payments

to our suppliers.

Selection of suppliers

Our Group selects suppliers based on a number of criteria including their product quality,
pricing, supply capability, reputation, timely delivery and business track record with our Group.
Our Group regularly communicates with our suppliers, conducts on-site evaluation of the suppliers
production plant and reviews and assesses their performance and their eligibility. Based on the
result of our review and assessment, our Group has compiled and maintained a list of approved
suppliers. Our Group usually obtains quotations from two to three qualified suppliers from the list
of approved suppliers. The performance of individual suppliers is evaluated on a regular basis,
based on criteria such as quality of product or service, response to our enquiries and complaints,
and delivery punctuality. Shall any one of these suppliers fail to satisfy our quality and service
requirements upon our review they would be removed from the list. As at the Latest Practicable

Date, we had over 300 suppliers on our list of approved suppliers.

We tend to maintain stable relationships with our suppliers to ensure that no disruption is
caused to our operation as a result of any change in supplier. Our business relationship with our

five largest suppliers ranged from approximately four to 11 years as at the Latest Practicable Date.

RAW MATERIALS AND ELECTRICITY

The major raw materials used in the production of our products are polypropylene resins and
steel. For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, the cost of polypropylene resins and steel accounted for approximately 63.3%, 65.5%, 63.4%

and 64.6%, respectively, of our total purchase.
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The table below sets forth the purchase of raw materials during the Track Record Period:

For the year ended 31 December For the four months ended 30 April
2018 2019 2020 2020 2021
% of total % of total % of total % of total % of total
RMB’000  purchase ~ RMB'000  purchase ~ RMB'000  purchase ~ RMB’000  purchase ~ RMB’000  purchase
(unaudited)
Polypropylene resins 57,794 346 63582 364 72,236 371.8 19,802 39.7 26,199 313
Steel 47,897 28.7 50922 29.1 48961 256 14,100 283 19,188 213
Packaging materials 35,118 21,1 33,722 193 38,256 20.0 9,106 183 12,734 18.1
Textiles 12,872 17 12,806 13 12,158 6.4 2,413 4.8 2,815 4.0
Others ¢! 13,147 79 13,884 79 19,636 10.2 4,418 8.9 9,377 13.3
Total 166,828 100 174,916 100 191,247 100 49,839 100 70,283 100

Note: Others include aluminium and other consumable materials.

Polypropylene resins

Polypropylene resins is commonly used for the production of our laundry products, household
cleaning tools and kitchen gadgets products. During the Track Record Period, our polypropylene
resins were mainly sourced from manufacturers or trading entities of plastic or other raw materials.
The polypropylene resins we purchase were directly delivered to our Huzhou Production Plant.

Our Group usually maintains inventory on polypropylene resins for use of two to four weeks.
Steel

Steel is commonly used for the production of laundry products. During the Track Record
Period, our steel was sourced from manufacturers or trading entities of metal raw materials. The
steel we purchase is directly delivered to our Huzhou Production Plant. The lead time between the
order placement and delivery of steel is approximately two weeks. Our Group maintain minimal

inventory on steel and the price we purchase at is based on the daily market price.
Procurement

During the Track Record Period, we procured raw materials predominantly from suppliers in
the PRC.

Our production team will formulate a procurement plan on a monthly basis and such
procurement plan is determined based our production plan. Our production plan is established
based on our customers’ purchase orders and the then inventory level of our raw materials.

Polypropylene resins and steel are the principal materials commonly used in the manufacturing of
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our products. For polypropylene resins, we generally make bulk purchase and keep an inventory
level of two to four weeks. For steel, we generally make bulk purchase per our production plan
and we maintain minimal inventory. We select our suppliers from our list of approved suppliers,
which comprises over 300 suppliers, and generally obtain quotations from at least two to three
approved suppliers. The credit term offered by our suppliers ranges from 0 to 60 days, and

payments are generally made by telegraphic transfer or bank acceptance bill.

As our raw materials are readily available, we do not enter into any long-term procurement
agreements with our raw materials supplier. We had not adopted any price-locking arrangement to

manage price fluctuations of our raw materials.

Electricity

Our production processes involve consumption of substantial amount of electricity and hence,
an uninterrupted and stable supply of electricity is crucial to our business and operations.
Considering that there has been a significant increase in demand for electricity supply in the PRC
in recent years, to conserve fuel stocks and reduce energy intensity, various provinces, including
Deqing County in Zhejiang province where our Huzhou Production Plant is situated, have
implemented power rationing measures and power outages in various high energy-consuming
industry sectors. Our Directors confirmed that the electricity consumption and production process
in our Huzhou Production Plant had not been suspended or restricted at the request of the local
governmental authority during the Track Record Period and up to the Latest Practicable Date.
Furthermore, our Huzhou Production Plant has its own backup power system to generate power
supply for maintaining its daily operation on a contingency basis if there is an electricity blackout
or cutoff in the area or when we encounter any restriction in obtaining power supply from local
power suppliers. Nevertheless, power outages or prolonged power shortage in electricity supply
would impose an inherent risk to our business and operation, our Directors would monitor the
situation and consider the need to enhance the capacity of our power supply system at the Huzhou

Production Plant if necessary.

INVENTORY MANAGEMENT

Our inventory mainly includes raw materials, work-in-progress and finished products. Our
procurement team, which consists of six staff members as at the Latest Practicable Date, closely
monitors the cost of the raw materials and the inventory level of the raw materials to meet the

production requirements, and control the cost of purchase of our raw materials.

We manage our inventory levels through ERP systems, together with our physical records,
which keep moving record of our inventory levels. Our warehouse staff will also conduct physical
inventory taking at our Huzhou Production Plant on a monthly basis to ensure accuracy of our

inventory record and inspect physical condition of our inventory.
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Our Group’s inventory level as at 31 December 2018, 2019 and 2020 and four months ended
30 April 2021 amounted to approximately RMB34.0 million, RMB51.4 million, RMB60.1 million
and RMB73.9 million, respectively. For the years ended 31 December 2018, 2019 and 2020, our
inventory turnover days were approximately 46 days, 64 days, 75 days and 88 days, respectively.
For further details, please refer to the paragraphs headed “Financial information — Discussion on

selected balance sheet items — Inventories” in this prospectus.

Raw materials

We purchase most of our raw materials mainly based on the purchase orders placed by our
customers and the then inventory level of our raw materials to avoid accumulation of excessive
inventories. We procure raw materials in bulk in order to negotiate for better prices from our

suppliers.

As most of our products are produced based on purchase orders from our customers, our
production team will determine the amount of raw materials to be utilised based on the quantity of

products under the purchase orders:

— once the quantity of products to be manufactured are confirmed, our production team
and our procurement team will check the availability of existing inventory and will then

proceed to order the raw materials from suppliers;

— after our QAQC team has inspected the incoming raw materials, the raw materials will

be warehoused and we will perform material categorisation and inventory tracking;

— a stock take is regularly performed to ensure the accuracy of stock-in and stock-out
information on record. Throughout the year, our Group reviews the stocktaking records
and performs inventory aging analysis to ensure that inventories are properly used and

that there is no significant accumulation of aged inventories; and

— to ensure the quantity of our raw materials, we retrieve our inventory on a first-in-first

out basis.

Work-in-progress and finished products

Work-in-progress refers to our semi-finished products pending further assembly. Finished
products refer to the products which are readily delivered to customers. As our Group generally
commences production process after receipt of purchase orders placed by the customers, there is
no significant risk of obsolescence of work-in-progress and finished products. Our Group adopts
weighted average approach to calculate the cost of our finished products and closely monitors the

inventory level of the finished products.
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QUALITY CONTROL AND QUALITY ASSURANCE

Our Group has adopted a series of quality control and quality assurance measures on the
selection and testing of raw materials, conducting quality checks on work-in-progress and
outsourced production, and our finished products throughout the assembling and production
process to ensure the quality of our products as well as their adherence to customers’
specifications. In recognition of our efforts in maintaining international standards of quality
control and management, since 2015 we have been accredited with ISO14001 on environmental
management systems; ISO9001 on quality management systems and OHSAS 18001/ISO45001 on
occupational health and safety management. As at the Latest Practicable Date, our QAQC team
comprises 41 staff members, which is led by our executive Director, Mr. Fang Gaisheng. For
details of the background of Mr. Fang Gaisheng, please refer to the section headed “Directors and
senior management” in this prospectus. Our QAQC team is responsible for the overall
implementation of the relevant quality control measures as at the different stages of production
process and our finished products, and identifying any quality control issues where our production

team will address such issues.

Quality control on the incoming raw materials

All incoming raw materials are subject to inspection by our QAQC team, to ensure their
conformity with the agreed specifications set out in the relevant design and prepare a report on the
results of the inspection and such report will be reviewed by the head of our QAQC team. Our
Group’s internal guidelines require different testing and inspection process to cover aspects
including appearance, size, structure and actual compatibility. Subsequently, upon discovery of any
sub-standard or defective raw materials, we will follow up with the relevant suppliers for defect

analysis and arrange for the return or replacement.

Quality control on the work-in-progress

The quality control personnel test the quality of the work-in-progress at various stages of the
production process on a real-time basis to ensure the work-in-progress can meet the required
standards and customers’ specifications. If the work-in-progress are found to be defective, they
will be immediately marked as “defective” and recorded by the QAQC team. The defective
work-in-progress are then repaired or disposed of and are subject to failure analysis to identify the

root cause of the failure and to determine what corrective actions need to be taken.
Quality control on outsourced production
Our Plastic Injection Service Providers are required to produce plastic parts of our products

that meet relevant governmental and industrial standards in the PRC and overseas markets (where

appropriate) or such other quality standards as agreed between our Group and our Plastic Injection
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Service Providers. The parts manufactured by our processing service providers are subject to our
inspection and the Plastic Injection Service Providers are responsible for rectifying any quality

defects as identified by us.

Quality control on overall quality of finished products

Our QAQC team carries out visual inspection and testing of our finished products. In respect
of the visual inspection, the quality control personnel conducts random inspection on the physical
appearance, level of adherence to our customers’ specifications and functional testing on the
quality of our products. The finished products must pass the final quality test on their functionality
and physical properties including strengths and durability, which include putting our finished
products through drill tests, pressing, and placing the products in various temperature range,
simulating the normal circumstances in which our products will be used by our customers. The
finished products that fail to meet quality standards will be subject to rework and those which

meet the requisite standard will be subject to final inspection by the customers, if required.

In addition to conducting random checks on our finished products, some of our overseas
customers also inspect our Huzhou Production Plant on a regular basis. Our production process
and the quality of finished products have to pass their approval procedures in order to be qualified

as their approved supplier.

SEASONALITY

We typically experience increased sales orders shortly before and after the Chinese New Year
holidays as we generally encourage our customers to place orders with us prior to the Chinese
New Year holidays, during which our Huzhou Production Plant is not in operation. On the other
hand, our sales to Bradshaw Group is generally higher in the second half of a year as the demand
for household cleaning tools in the United States is generally higher driven by (i) festive seasons

such as Thanksgiving Day and Christmas, and (ii) home cleanings before New Year’s Eve.

SALES AND MARKETING

As at the Latest Practicable Date, we had a sales and marketing team composed of one
personnel who was responsible for the sales and marketing activities for the PRC market, nine
personnel who were responsible for our sales and marketing activities for the overseas market and
six personnel who provided the administrative and after sales support to our sales and marketing
function. They are responsible for handling external liaisons with customers and suppliers. Our
sales and marketing team is also involved in the processing of all sales orders, overseeing our
sales progress as well as visiting our customers and liaising with them by telephones and e-mails.
It is also responsible for conducting market research, coordinating with design and development

team for product planning and organising marketing activities. For the years ended 31 December
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2018, 2019 and 2020 and four months ended 30 April 2021, our staff costs for our sales and
marketing team and other related marketing expenses incurred amounted to approximately RMB6.5
million, RMB3.2 million, RMB2.9 million and RMB0.9 million, respectively. Our main marketing

strategies include the following:

Participation in trade fairs and exhibitions

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, we attended five, three, one and nil trade fairs and exhibitions and incurred expenses of
approximately RMBO0.3 million, RMBO0.2 million, RMB96,000 and nil, respectively. When our
customers are satisfied with the exhibited samples, they may place orders directly at the venue.
They may also follow up with our sales and marketing team after the fairs on their orders and as to
whether any adjustment they would like to make on the product designs and packaging. For the
years ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, our sales
obtained from the trade fairs and exhibitions amounted to approximately RMBO0.5 million, RMB1.0
million, nil and nil, respectively. Our Directors are of the view that the trade fairs and exhibitions
offer an important venue for us to showcase our latest product portfolios to potential customers

and to increase our exposures in the market.

Our Directors believe that regular participation in these exhibitions would allow us to show
case our new products and our latest product offerings, and enable us to collect feedback and
market information to facilitate our analysis on latest market trends and consumers’ preference on

product design and features.

Regular communications and visits to our customers

To reinforce our other marketing initiatives, our management and our sales and marketing
team maintain regular visits to major customers in the United States and Europe to obtain their
feedbacks on our products, understand their requirements and expectations on our products, to
obtain latest market trend, which are important for us to maintain and to consolidate our business
relationship with these major customers, obtain purchase orders from them and to collect useful

information for our product and business planning.

Research on customers’ purchase pattern and latest market trend

Our sales and marketing team also analyses and assesses the historical purchase pattern of
our customers to project product demand for the next season from time to time, and report to our
executive Directors to formulate the corresponding production and marketing plans. Our product
design and development team also work together with our sales and marketing team to follow
closely with market trends in order to maintain a strong consumer demand. Prior to the Track

Record Period, for the purpose of gauging consumer demand for our products, our Group
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established a joint venture, Home Laundry, for engaging in the reselling of household necessity
products purchased from our Group to its customers through online shop in the United Kingdom.
However, considering that (i) Home Laundry only generated minimal revenue from its business
operations; (ii) our Group has established BHP UK to handle the sale of our products to our
customers located in the United Kingdom; and (iii) the sale of our products through online shop in
the United Kingdom is no longer in line with our then business strategies, our Directors decided to
divest from Home Laundry for effective allocation of internal resources. For further details of
Home Laundry, please refer to paragraphs headed “History, Reorganisation and corporate structure

— Divestment of interests in a jointly-controlled entity” in this prospectus.

COMPETITION

According to the CIC Report, the continuous increase of total number of households in
developed countries and the rising immigrant population in developed countries, together with the
continuous rise of household income levels in those developed countries, have driven demand for
household necessity products in both local and foreign markets. Moreover, the PRC government’s
“Belt and Road” Initiative, which aims to help build infrastructure in participating countries and
encourage international trade, is expected to have positive impact on the PRC’s manufacturing

industry in general.

Laundry product market

According to the CIC Report, the PRC is the largest manufacturing and consumption country
of drying racks in the world. As at the end of 2020, there are approximately 600 drying rack
manufacturers in the PRC, among which around 100 manufacturers also engage in export business.
In term of exports revenue in 2020, the top five players in the drying rack manufacturing market
for export accounted for approximately 32.6% of market share in the PRC, and our Group ranked

the second with a market share of 6.6%.

Household cleaning tool market

According to the CIC Report, the cleaning tool manufacturing market in the PRC is highly
fragmented, with approximately 8,000 participants. Among these companies, more than 2,000
cleaning tools manufactures also engage in export business. The top five players in the PRC’s
household cleaning tool market amounted for approximately 2.7% of the total market in terms of

export revenue in 2020.

In view of (i) the anticipated growth consumption level in developed countries; (ii) the
increasing demands on premium household necessity products; and (iii) the steady growth of
population and increasing household expenditure, the demand for laundry products and household

cleaning tools is expected to grow in the future.
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EMPLOYEES

As at the Latest Practicable Date, we had a total of 780 full time employees based in the PRC

and the United Kingdom. The following table sets forth the breakdown of our employees in the
PRC by function as at the Latest Practicable Date:

Number of
Functions employees
Directors and senior management 5
Administration and finance 8
Product design and development 11
Procurement 6
Production 599
Warehouse and inventory management 67
Quality control 41
Sales and marketing 16
Others Vo) 25
Total 778

Note: Others include security guards, cleaning staff and other supporting staff.

As at the Latest Practicable Date, we had two employees serving at BHP UK in the United
Kingdom, both of whom were local workers and were responsible for our sales and marketing

functions in the United Kingdom.
Remuneration

Our employees are generally remunerated by way of fixed salary, discretionary bonuses and
allowances. Our Group adopts an appraisal system for our employees and considers the appraisal
results of individual employees when conducting their salary reviews, making promotion decisions
and determining the amount of bonuses. Our employees are also entitled to performance-based

bonus, paid leave and various subsidies.
Relationship with employees and recruitment policies
Our Directors believe that our management policies, working environment, employee

development opportunities and employee benefits are important to maintain good

employer-employee relations and attract talents. Our Directors confirm that during the Track
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Record Period and up to the Latest Practicable Date, we had not encountered any difficulty in the
recruitment and retention of staff for our operation or experienced any disruption in our operation

as a result of labour disputes with our employees in all material respects.

We generally recruit our employees in open market through posting our vacancies in
newspapers and online. We select suitable applicants based on a number of factors such as their

working experience, educational background and vacancy needs.
Employee Training

In order to strengthen the overall competitiveness of our workforce, to attract and retain
talents and to strengthen their knowledge and skills, we place strong emphasis on training
employees. We provide trainings to our employees across different functions, including induction
training for new employees, functional training on necessary skills and knowledge of respective
work areas and on-the-job trainings to enhance our production labour on the safety measures when

performing their work.
Social Welfare Scheme and Housing Provident Funds

According to the Social Insurance Law of the PRC ("% A R ILAE 41 € fR F5:7%), our major
operating PRC subsidiary, namely BHP Zhejiang, is required to make social insurance fund
contributions for its employees in the PRC, which shall cover basic pension insurance, basic
medical insurance, maternity, worker related injury insurance and unemployment insurance. BHP
Zhejiang is also required under the Regulations on Management of Housing Provident Fund* ({fF
5 AN FE 4 B A51) ) to deposit housing provident funds to its employees in the PRC. For further
details, please refer to the paragraph headed “Regulatory overview — Laws and regulations

relating to labour and social security” in this prospectus.
Despatched staff

Pursuant to the Interim Provisions on Labour Dispatch* ({5 FJk#E & 17H7E)) which came
into effect on 1 March 2014, if the number of despatched staff members utilised by an employer
exceeds 10% of the total number of its workers prior to the effective date of these Provisions, such
employer shall develop a scheme for employment adjustments to reduce the proportion to the
specified level within two years from the effective date of these Provisions. The number of
despatched employees engaged by us had exceeded the regulatory threshold of 10% of the total
number of their respective workers during the Track Record Period until April 2019. For more
details, please refer to the paragraphs headed “Regulatory overview — Laws and regulations

relating to labour and social security” in this prospectus.
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To rectify the situation, we had reduced the number of despatched staff engaged by us below
the regulatory threshold since April 2019. Our Directors confirmed that our Group would not have
incurred any significant staff costs if the work performed by the despatched staff in excess of the
10% regulatory threshold was performed by our own staff and thus, the impact on our Group’s
overall cost structure and profitability going forward after replacing certain despatched staff by our

direct employees for compliance with the relevant law is not significant.
ENVIRONMENTAL PROTECTION

Manufacturing enterprises, like our Group, are subject to the Environmental Protection Law
of the PRC (% A\ RILF BB 5E 3874 ) ) and other relevant environmental protection laws and
regulations. For further details, please refer to the paragraphs headed “Regulatory overview —

Laws and regulations relating to environmental protection” in this prospectus.

During the production process of our products, we generate noise, industrial dust, water and
solid waste pollutants which exposes us to environmental-related risks. We have implemented
environmental management measures to manage and review emission of wastage. For details,
please refer to paragraphs headed “Our environmental, social and governance policy” in this

section.

Our Group had engaged an external inspection and assessment institution to identify and
assess our level of compliance in respect of environmental protection covering emission of
wastewater, noise control and air pollution control in December 2018, December 2019 and October
2020. With the data set out in the inspection report, our Directors note that the levels of
wastewater, noise and air pollutants incurred in the course of our production are within the range
under the relevant laws and regulations in the PRC. We are accredited with ISO14001 certification,
in respect of our environmental management system in production and design of our products and
thus, our Directors take the view that our environmental management system is effective and
comply with the relevant national standard. As advised by our PRC Legal Advisers, the above
institution is qualified to carry out inspection and assessment. In view of the importance of
maintaining high standard of environmental protection compliance, our Directors intend to
continue to engage external inspection and assessment institutions to identify our
environmental-related risks and assess the effectiveness of our environmental management system

on a regular basis.

Our Directors confirmed that during the Track Record Period and up to the Latest Practicable
Date, our Group’s business, strategy and financial performance have not been materially and
adversely affected by any actual or potential impacts of environmental-related risks. Going
forward, we will continue to allocate adequate resources and efforts to uphold and improve our

environmental protection measures in order to reduce the inherent environmental-related risks.
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Pollutant discharge permit

We obtained a pollutant discharge permit* (PEi5 #F 7] &) with effect from 28 November 2012
to 27 November 2017, which was subject to renewal for every three or five years. Pursuant to the
confirmation letters issued by Deqing County Environmental Protection Bureau* (f&i5 if¥R 15 (f 7
J7)) which was a competent authority as confirmed by our PRC Legal Advisers, (now known as
Huzhou City Ecology and Environment Bureau, Deqing Branch* (/M7 4: REER5E 5 535 70 =)
(the “Ecology and Environment Bureau”) dated 23 January 2018 and 25 June 2018, respectively,
it was confirmed that (i) we had submitted an application for the relevant pollutant discharge
permit and based on the Classification Administration Catalog of Discharge Permits of Stationary
Pollution Sources (2017 Version)* ([& & 75 Y IRPETS #F vl 0 S B Bk (Q0174F- )Y ); (i) the
implementation period of pollutant discharge permit for metal surface treatment and heat
processing industry* (% )& 2% & K HGEI N T47%) would be 2020; and (iii) our Group
belongs to this catalogue and hence our pollutant discharge permit needed no extension before
2020. Based on the Classification Administration Catalog of Discharge Permits of Stationary
Pollution Sources (2019 Version)* (K& 5 QIR PEVS FFal 0 BUE B4 Bk (20194F/R)))  (the
“Classification Administration List 2019”), all manufacturing companies will be reclassified and
re-registered according to the amount of pollutant emission of the companies and some companies
with minor environmental impact will be exempt from the requirement of obtaining pollutant
discharge permit and will only be required to register with corresponding local ecology and
environment bureau. Pursuant to the reply from the Ecology and Environment Bureau, the
reclassification and re-registration process has started in May 2020. As advised by our PRC Legal
Advisers, BHP Zhejiang had been reclassified by the Ecology and Environment Bureau as a
company with minor environmental impact under the Classification Administration List 2019 and
is exempted from the requirement of obtaining pollutant discharge permit. BHP Zhejiang has
registered with the Ecology and Environment Bureau and has obtained a stationary pollutant
sources discharge registration receipt* (&l & {5 Y IR HET5 & FC M) which is effective from 8 July
2020 to 7 July 2025.

Based on the confirmation letter issued by the Ecology and Environment Bureau dated 1 July
2021, it is confirmed that we had not been subject to any administration punishment for violation
of any environmental law and regulations in the PRC during the Track Record Period. As
confirmed by our PRC Legal Advisers, the Ecology and Environment Bureau is a competent
authority in charge of environmental protection in Deqing County. The Ecology and Environment
Bureau, being the local supervising body for environmental protection, has the power and authority
to issue the aforementioned confirmation letter. As confirmed by our PRC Legal Advisers, our
Group had complied with the PRC environmental law and regulations in all material respect during
the Track Record Period and up to the Latest Practicable Date.
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OUR ENVIRONMENTAL, SOCIAL AND GOVERNANCE

Our Directors recognise environmental protection as an important social responsibility of our
Group. Hence, we adhere to the environmental, social and governance (“ESG”) management
direction that targets to (i) monitor the environmental impact of our business operations, (ii)
mitigate climate-related risks such as global warming; and (iii) ensure that our operations are in
compliance with the relevant environmental requirements pursuant to the PRC laws and

regulations.

Identification, management and assessment approaches

Our Directors consider that establishing and implementing sound ESG principles and
practices will help increase the investment value of an enterprise and provide long-term returns to
our stakeholders. Our Board is principally responsible for overseeing the formulation and reporting
of our ESG direction and strategies, determining the ESG-related risks, and monitoring and
reviewing our ESG performances. Furthermore, it also closely follows the latest ESG-related laws
and regulations and correspondingly updating our ESG measures to ensure that we comply with
the latest regulatory laws and regulations. Upon the Listing, we will establish the ESG
Management Committee to support our Board in formulating and implementing the ESG Policy

and collecting ESG data for preparing for the ESG report.

Our Board will adopt the following approaches to identify, assess and manage material ESG

issues:

Identification: Our Directors discuss with key stakeholders, including our major customers,
major suppliers, management team and employees, the ESG issues and collect their views and
opinions on our ESG measures and practices, which, help us better identify and prioritise the ESG
issues and risks inherent in our business operations and formulate effective ESG measures to
mitigate those risks. Our Directors believe that this open dialogue with stakeholders plays a crucial

role in maintaining our business sustainability.

Management: Attributed to the above efforts, we have implemented ESG measures that
provide guidelines in managing our ESG issues. In this connection, our Board will review ESG
issues arising from our business operations including climate-related issues when reviewing our
ESG measures, major plans of actions, risk management policies, annual budget in implementing

these ESG measures and our business plans as well as setting our performance objectives.
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Assessment: Apart from assessing the performance of our ESG measures through discussion
among our Directors and our stakeholders, our Board would engage Independent Third Party
inspection and assessment institutions to identify and assess our level of compliance in respect of
environmental protection covering emission of wastewater, noise control and air pollution control

and climate changes.

To comply with the Stock Exchange’s reporting requirements on ESG following the Listing,
we will formulate an ESG policy (the “ESG Policy”) following the Listing which will outline,
among others, (a) the appropriate risk governance on ESG matters; (b) ESG strategy formation
procedures; (c) ESG risk management and monitoring; and (d) identification of key performance
indicators (“KPIs”) and the relevant measurements. The ESG Policy will be formulated in
accordance with the standards of Appendix 27 (“ESG Reporting Guide”) to the Listing Rules and
be reviewed on an annual basis to ensure that it remains relevant and appropriate to the needs of

our operation.

Actual and potential impact of environmental and climate-related risks on our businesses,

strategies and financial performance

Our Directors recognise the adverse impact of global climate change, which will be
intensified by continued emission of greenhouse gases, to global economic and social development
and thus, our Directors exert their efforts on environmental protection and mitigation of

climate-related risks in operating our business.

We may be exposed to possible financial loss and non-financial detriments arising from
environmental and climate-related risks. These risks can be categorised into (a) transition risks:
being the risks arising from compliance with the applicable environmental laws and regulations
and the stringent environmental protection standards; and (b) physical damages: being the damages

arising from acute weather-related events and longer-term chronic shifts in climate patterns.

Transition risks

Our production activities in the PRC are subject to the national environmental laws and
regulations in the PRC as well as the environmental regulations and standards promulgated by the
relevant local government authorities. Please see the section headed “Regulatory overview —
Laws and regulations relating to environmental protection” in this prospectus for further
information. In particular, the production of some of our products involves the use of polymer,
polypropylene resins which come from petroleum origin and their wastes cannot be biodegraded,
although it can be degradable with chemical additives to help speeding up the rate of degradation
and different kinds of chemical materials and the production process of which also generates noise,
industrial dust, water and solid waste pollutants. If we fail to comply with any of the applicable

environmental protection laws and regulations and standards, we may be subject to fine or penalty
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or mandatory suspension of our operation. However, the laws and regulations on environmental
protection may change from time to time and any change may not only increase our cost of
compliance and place financial burden on our operations but also increase the litigation risks in
our operations. For detail, please see the section headed “Risk Factors — Risks relating to our
business — We are subject to stringent environmental and workplace safety laws and regulations,
and we may incur substantial costs in complying with such laws and regulations and be subject to
potential liability” in this prospectus. Such regulatory developments, together with the existing
laws, regulations and expectations, may have material impacts on our production activities and
thus present “transition” risks to us, which may affect our operation. Furthermore, if our Group is
in breach of any environmental laws and regulations, or faces any threatened claim in this respect,
it will adversely affect our reputation and our creditability. It may also adversely affect our
business performance, reduce our competitiveness to new investors and damage our reputation in
the industry. Therefore, we have adopted a series of measures to minimise the risks of environment
pollution and non-compliance with the applicable environmental laws and regulations. For details,

please refer to the section headed “Our environmental policies”.

Physical risks

With climate change, the global temperature may increase, causing the higher consumption of
the electricity resulting in, among others, a rise in the cost of raw materials. Further, the global
temperature increase may also result in more unpredictable weather conditions such as frequent
and severe occurrences of typhoons, hurricanes, droughts, flooding and increased rainfall, etc.;
Such weather conditions are anticipated to cause disruption to transport services, which may in
turn result in delay of delivery of raw materials and our products. In view of the possible increase
in the cost of raw materials and the disruption of transportation, our supply chain may be
adversely affected. Save for the above-mentioned possible disruption to the supply of raw
materials, our Directors consider that the global temperature increase will not have a significant
impact on our Group’s production process. Our Production Plant for production of all our products
is located in Huzhou City. The average temperature of Huzhou City is 13.1°C to 20.5°C. During
winter seasons, the average temperature of Huzhou City is 2.1°C to 9.1°C. During summer
seasons, the average temperature of Huzhou City is 23.9°C to 30.9°C. Given the range of average
temperature of Huzhou City, which is relatively moderate, even if there is a slight increase in the

average global temperature, our production process would not be severely affected.
Save for the foregoing and up to the Latest Practicable Date, our Directors are not aware of

any actual climate-related risks or damages that could negatively impact our businesses, strategies

and financial performance.
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Environmental and climate-related opportunities

Our Board is responsible for assessing and managing environmental and climate-related

opportunities in the following respects:-

(1)

(ii)

(iii)

Energy source: To enhance our production efficiency and achieve cost-saving, it is our
policy to purchase and deploy energy saving machinery and explore a broader type of
materials in carrying out the production of our products and to adopt water and waste
management policies to curb or reduce emissions. For instance, we use LED lighting
system in place of traditional lighting system in our Huzhou Production Plant. We also
advocate the concept of green office and encourage our staff members to use electronic
records to gradually replace paper-based records. For details of our measures to achieve
environmental protection and cost saving, please see the paragraph headed “Our

environmental, social and governance — Our environmental policies” in this section.

Consumer preference: Driven by increased global awareness of climate change,
technological advances and health concerns, protecting environment has become a
priority for consumers. According to the CIC Report, electrically powered laundry
dryers are usually more energy-draining than televisions, refrigerators and washers. Our
Directors believe that in light of collective global concern over the global environment,
an increasing number of consumers will choose to purchase rotary drying racks,
foldable/upright drying racks and other types of drying racks to replace their electric
laundry dryers so as to reduce their energy use as in order to reduce the amount of toxic

fumes and thereby conserving the earth’s natural resources.

Developing reusable products: There has been a heightened level of awareness of the
fact that overconsumption of resources is a leading contributor to climate change. With
that in mind, many consumers prefer quality household necessity products that can be
reused for a long period of time. We place great emphasis on the quality of our products
and they must meet the stringent requirements of our customers and comply with the
applicable safety and certification standards. As such, our Directors believe that the
demand for our products, which are reusable and of good quality, will also increase. Our
Directors believe that this shift to sustainable consumer habits will have a positive and
long-term impact on our Group. In response to the opportunities presented, our Group
will continue to develop and manufacture a wide range of drying racks and continue to

manufacture long lasting quality products to fit the various needs of consumers.
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Our environmental policies
Our environmental and climate-related risk assessment policy

To identify, assess and manage environmental and climate-related risks, we have adopted an

assessment policy, details of which are as follows:

. we had engaged an Independent Third-Party inspection and assessment institution to
identify and assess the level of compliance in respect of environmental protection
covering emission of wastewater, noise control and air pollution control and climate
changes in December 2018, December 2019 and October 2020. With the data set out in
the inspection reports, our Directors note that the wastewater, noise and air pollutants
incurred in the course of our production is within the range under the relevant laws and
regulations in the PRC. In view of the importance of maintaining high standard of
environmental protection compliance, going forward, we will continue to engage the
inspection and assessment institution to identify and assess the environmental-related

risks on a yearly basis;

. our administration department will keep a periodical record on the type of pollutants and
the quantity of the pollutants to ensure that both of them are within the scope of
relevant laws and regulation. If the quantity of our Group’s pollutants emitted in the
course of production in our Production Plant has exceeded the amount permitted under
the relevant laws and regulations, this indicates that our environmental measures are not

adequate;

. our administration department is also responsible for ensuring that the treatment plants

for reducing pollutants in wastewater can properly function;

. our Discharge of Urban Sewage into the Drainage Network Permit* (3%#875 /K Pk A PEK
EHIFF ] FE) is subject to renewal for every five years, depending on requirements set
out by the Urban Management Bureau of Deqing County* (£&i% & 1 % # %) whereby
the environmental-related risks shall have been identified and mitigated before we can

apply for the renewal; and

. Upon the Listing, we will establish the ESG Management Committee, which will be led
by Mr. Fang, our executive Director, to support our Board in formulating and
implementing the ESG Policy and collecting ESG data for the purpose of preparing for
the ESG report following the Listing. The ESG Management Committee will assist our
Board to oversee and monitor the implementation of the ESG Policy and measures
agreed by our Board and will report to the Board regularly. Our Board oversees the

performance of our Group in achieving the ESG targets and objectives. The ESG
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Management Committee will also investigate the reasons for any deviation from the
targets and objectives and the Board will revise our ESG strategy as appropriate when

significant variance from the target is identified.

Our environmental policies

Our Directors consider that the major environmental risks of our operations arise from (i)

dangerous waste, (ii) waste water, (iii) noise and (iv) air pollution. To mitigate the major

environmental risks of our operations and to ensure that our production processes are in full

compliance with the applicable PRC environmental protection laws and regulations, we have put in

place a set of environmental policy that targets to manage the environmental impact of our

business operation as follows:

(a)

We adopted a series of measures to minimise the risk of environment pollution
associated with our production process. During the production process of our products,
we generate noise, industrial dust, water and solid waste pollutants. Our production team
is responsible for ensuring proper management of such pollutants. Set forth below are

the major governance measures towards our major environmental related risks:

Dangerous waste treatment. Our Group has engaged an external party for disposal
of dangerous waste since 2017. As advised by our PRC Legal Advisers, such
external party has obtained the relevant dangerous waste treatment permit and is a

qualified company for dangerous waste treatment.

Hazardous wastes generated from our Group’s production processes, such as
welding slag, plastic powder slag and hydraulic oil waste, are properly segregated,
collected and centrally stored before it passed to the relevant party for disposal.
Designated collection bins with clear labels are placed at specific areas for

effective separation.

Since obtaining more detailed information on the types and volume of hazardous
and non-hazardous wastes requires time for extensive assessment and analysis, our
Directors will provide such information in our environmental, social and
governance report within specified time after Listing in compliance with the

requirements under the Listing Rules and Appendix 27 thereto;

Waste water treatment. Our Group uses treatment plants to reduce pollutants in the

waste water generated during the production process before being discharged.
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(b)

(c)

Some of our water pollutants generated from our production process are reused by
us after it is processed in our sewage treatment plant before being discharged to
the relevant treatment plant further processing. We also closely monitor and control
the wastewater discharged from our sewage treatment plant in accordance with the
“Integrated Wastewater Discharge Standard” (GB8978-1996) issued by the Ministry

of Ecology and Environment;

. Noise control. Noise may be generated during the operation of the production
equipment. We minimise our noise emission by purchasing production equipment
that generates a lower level of noise and by constructing sound proofing walls to
the factory building, installing sound proofed windows and doors. Our Group
adopts soundproofing and vibration reduction measures to reduce the level of noise

emitted from our machinery and equipment; and

. Air pollution control. Our Group uses dust screens and covers to lower the level of

pollutant and other particles generated from the production process.

In October 2020, our Group engaged an Independent Third-Party inspection and
assessment institution to assess and issue an inspection report on the level of
compliance in respect of environmental protection covering emission of
wastewater, noise control and air pollution control (the “Environmental

Compliance Report”).

With the data set out in the Environmental Compliance Report, our Directors note
that the air pollutants incurred in the course of our Group’s production was within
the range specified under the relevant laws and regulations in the PRC. In view of
the importance of maintaining high standard of environmental protection
compliance, our Directors intend to engage the inspection and assessment

institution to identify and assess the environmental-related risks on a yearly basis.

It is the general aim of our policy to minimise the impact of our production process on
the environment by efficient waste management and where possible, the use of
renewable resources. We place importance on water consumption management and we

recycle and reuse some of our industrial water for production; and

We engaged an external inspection institution to assess our environmental impact
management system. The external inspection institution reported that the gas,
wastewater and noise emission levels generated by the Company meet relevant local and
national standards in the PRC.
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For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, the costs incurred by our Group for compliance with the relevant environmental protection
laws and regulations were approximately RMBO0.4 million, RMB0.4 million, RMBO0.6 million and
RMBO.2 million, respectively.

Emission targets

The emission targets of our Group include (i) 100% compliance rate on waste disposal, water
discharge, air emission and noise generation; (ii) zero complaint; and (iii) zero chemical leakage.
Our Group will continue to monitor emission of wastewater, noise control and air pollution control

regularly and our administration department will continue to keep record of pollutant emissions.

During the Track Record Period, all hazardous and non-hazardous wastes of our Group were
disposed of in accordance with the applicable rules and requirements. As advised by our PRC
Legal Advisers, we have not been subject to any punishment as a result of any breach of the
applicable environmental laws and regulations in the PRC and we have been in compliance with
applicable environmental laws and regulations in all material respects during the Track Record

Period and up to the Latest Practicable Date.

Our environmental protection performance

In pursuit of our social responsibility in environmental protection and sustainable
development of our business operations, we adhere to various environmental protection initiatives,
such as efficiency in the use of resources, emissions and water and energy consumption. The table
below sets forth our environmental protection performance for the year ended 31 December 2020
and the four months ended 30 April 2021:

Permitted discharge

levels based on the

Air pollutant and waste gas

For the year ended
31 December 2020

For the four months
ended 30 April 2021

prevailing
standards in PRC

Sulfur dioxide intensity (mg/m’) Minimal Minimal <200
Nitrogen oxides intensity (mg/m”’) <26 <26 <300
Wastewater

Chemical oxygen demand (mg/L) <75 <75 <500
Water consumption

Total water consumption (m%) 70,733 15,407 N/A
Energy consumption

Total energy consumption (kwh) 8.2 million 2.8 million N/A
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Our social policies
During the Track Record Period, our Group demonstrated our commitment to our corporate
social responsibilities. We have put in place a set of social policies to promote health and safety of

our employees. For details, please refer to the paragraph headed “Employees” in this section.

I.  We have a policy of providing equal opportunities in employment and career development
regardless of gender and age.

Diversity of workforce

The following sets out the total workforce by gender of our Group as at 30 April 2021:

Number of

employees Percentage
Male 389 52%
Female 360 48%

The following sets out the total workforce by age group of our Group as at 30 April

2021:
Number of
employees Percentage
Aged 30 or below 158 21.0%
Aged 31-40 242 32.3%
Aged 41-50 237 31.6%
Aged 51 or above 112 15.0%

II.  We have strictly abided by the requirements of the Labour Law of the PRC ({3 A [ ILFN
B 55 ik ) ).

It is our policy and we also require our suppliers to avoid any hiring of child or forced labour
in our business operations and firmly insist on a zero tolerance approach to child or forced
labour in any form. The human resources department of our Company is not allowed to hire
child labour, who are aged under 16, and junior workers, who are aged between 16 and 18.
Applicants are required to report their identity by providing their identity cards copy as a part
of engagement procedures. Our Directors are of the view that through checking of identity

card during the engagement process, the possibility of recruiting child labour is minimised.
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During the Track Record Period and up to the Latest Practicable Date, our Directors were not
aware of any non-compliance or threatened non-compliance with any laws or regulations
relating to child or forced labour arising from or in the course of our operations in the PRC.
If our Group is susceptible to threatened claims or allegations of any child or forced labour
arising from our business operations, our human resources department will commence
immediate investigation and report the matter to the local labour authority in the first

instance.

We provided various functions of trainings to our employees on safe use of machinery and

performing their work, such as induction training for new employees and on-the-job trainings.

The following sets out the number and percentage of employees trained by gender for
the four months ended 30 April 2021:

Percentage of

Number of employees being

trained employees trained
Male 389 52%
Female 358 48%

The following sets out the number and percentage of employees trained at various work
levels as at 30 April 2021:

Percentage of

Number of employees being
trained employees trained

Directors and Senior Management
— Male 4 0.5%
— Female 1 0.1%
Middle Management
— Male 13 1.8%
— Female 3 0.4%
General staff
— Male 372 49.8%
— Female 354 47.4%
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Our governance policies

Our Group strictly complies with the Anti-Money Laundering Law of the PRC ({# % A\ Rt
B [z e #87%)). We have established the conflict of interest declaration policy, which includes
the definition of conflict of interest and reporting procedures and has been circulated to our
employees for compliance. In addition, we required our Directors and senior management to
complete a conflict of interest declaration form in a timely manner and to report to the relevant
personnel immediately in the event of a conflict of interest. During the Track Record Period and
up to the Latest Practicable Date, there was no legal proceedings regarding corrupt practices

brought against us or any of our directors and employees.
OCCUPATIONAL HEALTH AND SAFETY

Our operations are subject to regulatory requirements imposed by the PRC government with
regard to employees’ health and safety. For details, please refer to the paragraphs headed
“Regulatory overview — Laws and regulations relating to production safety” in this prospectus.
We regard occupational health and safety as one of our important social responsibilities. We are
committed to providing our employees with a safe and healthy working environment. In this
connection, we have devised an occupational safety management system covering the entire
production process of our products at our Huzhou Production Plant with which all of our
employees are required to comply. We regularly inspect our Huzhou Production Plant in order to
ensure that its facilities are safe for use. We also organise workplace safety training for our
employees on a regular basis and arrange personnel to supervise different stages of our production
process so as to promote workplace safety.

On the other hand, owing to the nature of our business, the production process of our
products would inevitably create noise, industrial dusts, water and solid waste pollutants and other
industrial chemicals which may affect the health of our workers if the production process is not
conducted following our safety management system. We had engaged an external inspection and
assessment institution to identify and assess the level of compliance in respect of our safety
management system and our level of compliance of the relevant occupational health safety laws
and regulations in September 2018 and based on the assessment report, we had passed all relevant
assessments and save and except that we are reminded to ensure that our workers are required to
wear anti-noise earplugs. We are accredited with OHSAS 18001 certification on our occupational

health and safety management system in the production and design of our products.
In view of the spread of the COVID-19 in the PRC since December 2019, as part of our

Group’s risk management regarding the COVID-19 pandemic, in order to minimise the risk of

contagion among our employees and to mitigate the adverse impact of the COVID-19 pandemic
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that may cause to our business and operations, we had implemented the following preventive
measures to monitor the health conditions of our workers and maintain a hygienic working

environment inside our Huzhou Production Plant:

— Ensuring that we have sufficient stock of personal protective equipment, hand sanitiser

and disinfection products, etc.;

— Requiring all employees to wear surgical masks at all times in our Huzhou Production
Plant;

— Requesting employees to avoid visiting areas with serious outbreak of COVID-19;

— Forbidding employees who have fever, cough, fatigue, trouble breathing or any
respiratory disease symptoms from entering into our Huzhou Production Plant and

requiring such employees to see doctors;

— Taking temperature of all employees and keeping a register of the temperature taken
before they are allowed to enter into our Huzhou Production Plant and keep records on

the attendance of our employees;

— Forbidding communal meals, social gathering and celebration events; and

— Carrying out disinfection work inside our Huzhou Production Plant daily.

During the Track Record Period and up to the Latest Practicable Date, our Group did not
experience any accidents or claims for personal or property damage that, individually or in
aggregate, had a material effect on our Group’s financial condition and results of operations. As
confirmed by our PRC Legal Advisers, our Group had complied with the applicable national and
local safety laws and regulations in all material respects during the Track Record Period, and the
relevant PRC authorities had not imposed any material sanctions or penalty on us for incidents of
non-compliance of any safety laws or regulations in the PRC. Going forward, we will continue to
allocate adequate resources and efforts to uphold and improve our safety management in order to

reduce the inherent risks related to safety issues.
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RECOGNITIONS AND CERTIFICATIONS

As 31 December 2020, our Group had the following major certifications:

Certification/

Year first

accreditations Current version Issuing authority/institution obtained

Expiry date for

current certificate

ISO14001 ISO14001:2015 China United Certification Center (Beijing) Co., Ltd. 2015

OHSAS18001/ 1S045001:2018 China United Certification Center (Beijing) Co., Ltd. 2015

15045001
1509001 [S09001:2015 China United Certification Center (Beijing) Co., Ltd. 2015
Recognition Issuing authority/institution

17 January 2024

17 January 2024

17 January 2024

Year obtained

Advanced Enterprise in Foreign Economic

and Technological Cooperation*

(B SN BMT 5 VR S A3

Advanced Export Enterprise of Autonomous
Operation* (5% ) 1S HEAR )

Advanced Import and Export Enterprise of

Autonomous Operation*

(BB 1A 28)

Key Enterprise in Huzhou*

(T80 4 71T S B A 26

Economic Development Step Up Award*

(KL% e b A i AE)

Representative Enterprise in Deqing County*
(FEE R AT E)

Deqing County People’s
Government* (2782 A\ REUM)

Deqing County People’s
Government* (f575 58 N\ B EUF)

Deqing County People’s
Government* (72758 N EEU)

Huzhou Municipal People’s

Government* (WM 17 A R

Zhejiang Deqing Economic
Development Zone (High and
New Zone) Administrative
Committee™ (W7 VL1535 48 7% b 2%
[a8 (e 0 [ ) PR 22 B )

Deqing County Federation of
Trade Union* ({7 8242 T.€r)
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PERTIES

Owned properties

The following table summarises the information regarding our owned property in the PRC.

Total site floor area and Usage by our
Location Description and tenure gross floor area Group Land use right expiry date
No. 378 Guangming Street,  The property comprises two parcels of land with various A total site area of Huzhou One parcel of land will
Fuxi Road, Deging buildings and structures completed between 2010 and ~ approximately Production expire on 6 May 2059
County, Huzhou City, 2019 erected thereon, et ! % 5562147 sqm.anda Plant and the other on 14
Zhejiang Province, PRC* total gross floor area October 2059
(PEATEMMTEE  The property mainly includes workshops, warehouses  of 58,4103 sq.m.
BEEMEENE85)  and dormitory, (Hotes 1 and 2)
Notes:

Pursuant to a Real Estate Title Certificate — Zhe (2018) Deqing County Real Estate Title No. 0012570%*
(7 (2018) 1875 HA A B) 2 HE S5 001257095 AN By 2 HERE) dated 16 July 2018, a parcel of land use rights of the property
with a total site area of approximately 15,654.84 sq.m and the buildings with a total gross floor area of
approximately 12,785.60 sq.m. have been granted to the Company for industrial use for a term expiring on 14
October 2059.

Pursuant to a Real Estate Title Certificate — Zhe (2019) Deqing County Real Estate Title No. 0014222%*
(2019 B AN B ERESE 001422298 AT FEHERE) dated 8 August 2019, a parcel of land use rights of the
property with a total site area of approximately 39,966.63 sq.m and the buildings with a total gross floor area of
approximately 45,655.43 sq.m. have been granted to the Company for industrial use for a term expiring on 6 May
2059.

As advised by our PRC Legal Advisers, as at the Latest Practicable Date, we had obtained the

relevant certificates and permits necessary for, and legally owned, the properties as mentioned

above.

Leased properties

Details of the property we leased as at the Latest Practicable Date are set out as follows:

Address of the property Landlord Use of property Key terms of the lease agreement
Ground Floor, Nicholson House, Independent Third Party Office One year commencing on 14
Whitchurch Business Park, December 2018 (which is
Shakespeare Way, Whitchurch, renewable each year)
Shropshire,
the United Kingdom
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Address of the property Landlord Use of property Key terms of the lease agreement

Factory no. 4, No. 292 Chang’an Independent Third Party Warehouse Six months commencing on 1
Street, Deqing County, Huzhou December 2020 (which is
City, Zhejiang Province, PRC* (! renewable by notice)

B U A T T R R 7292
SRR 4ERR)

Our property rentals and related expenses in relation to the property leased by us were
approximately RMB3,750, RMB90,000, RMB 182,000 and RMB297,000, respectively, for the years
ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, respectively.

INSURANCE

Our Group currently maintains social security insurance for our employees and property
insurance for our Huzhou Production Plant. Our Directors confirm that our Group’s insurance
coverage is adequate for our operations and is in line with industry practice. We also maintain
insurance for trade receivables, to secure our financial status in case of bad debts.

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, our total insurance expenses amounted to approximately RMB1.2 million, RMB1.0 million,
RMB1.3 million and RMBO0.7 million, respectively. During the Track Record Period and up to the
Latest Practicable Date, our Directors confirm that we had not made, or been the subject of, any
material insurance claim or product liability claims.

INTELLECTUAL PROPERTY

Our know-how in the production and assembling process is important to our success. We
have registered certain trademarks, patents, copyright and domain names. For details, please refer
to the paragraphs headed “B. Further information about our business — 2. Intellectual property

rights” in Appendix V to this prospectus.
Measures for protection of intellectual property

We have placed a great emphasis in protecting our customers’ intellectual property and our
own intellectual property. During our product development process, our product design and
development team will conduct online search of intellectual property to ensure that the proposed
product design would not infringe any design and patents of our customers’ products. After the
completion of the product development, our product design and development team will, if
necessary, apply for a patent for our own products. In addition, our Group requires our employees
to undertake confidentiality obligations in respect of our product design and development,

including the materials used.
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Our Directors confirm that during the Track Record Period and up to the Latest Practicable

Date, our own-brand products did not infringe the design and patents of our customers’ products.

Our Directors confirmed that during the Track Record Period and up to the Latest Practicable
Date, our Group had not engaged in or been threatened with any claim for infringement of any
intellectual property rights which would have a material financial and operational impact on us,
either as claimant or as respondent.

LICENCES, APPROVALS AND PERMITS
As at the Latest Practicable Date, our PRC Legal Advisers confirmed that our PRC subsidiary

had obtained the requisite governmental licences, permits and certifications and renewal which are

necessary for its respective operations, details of which are as below:

Name of licence/approval/permit

Granting authority

Date of first grant

Date of last grant

Expiry date

Zhejiang Pollution
Discharge Permit*

(WL DT A Al )

Stationary pollutant sources
discharge registration receipt*

(I 8 15 G I PR s AT Il )

Urban Drainage Permit*

(T PR K #F P )

Discharge of Urban Sewage into
the Drainage Network Permit*
(s K PR A DK 3

ﬁﬂ‘gﬁ) (Note 2)

Food Operation Permit*
(B A AT 1] )

Form of Archival Filing and
Registration of Foreign Trade
Business Operators*

EOME DR HRRETE)

Environmental
Protection Bureau of
Deqing County*
(TR R )

Huzhou City Ecology and
Environment Bureau,
Deqing Branch* (M i
BB R )

Housing and Urban-rural
Development Bureau of
Deqing County*
(R R 2 &™)

Urban Management Bureau of
Deqing County*
(RIS BRI T 2R

Deqing County Market
Supervision Administration*

(R GEEEER)
Deqing County Bureau of

Commerce*

(HWHREE )
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27 November
2017 (Note 1)

7 July 2025

10 May 2020

(Note 2)

7 May 2025

25 January
2023

No expiry date
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Name of licence/approval/permit Granting authority Date of first grant ~ Date of last grant Expiry date
PRC Customs Declaration Unit Huzhou Customs of the PRC* 31 December 26 January No expiry date
Registration Certificate* GEEINGEF bR ) 2008 2016
(8 R D 5 A
FE e )
Notes:
1. Based on the Classification Administration Catalog of Discharge Permits of Stationary Pollution Sources (2019

Version)* (18 % V5 4 I PE 5 #F AT 20 U 8144 $% (20194F i) (the “Classification Administration List 2019”), all
manufacturing companies will be reclassified and re-registered according to the amounts of pollutant emission and
some companies with low pollutant emission will be exempted from the requirement of obtaining pollutant
discharge permit. As confirmed by our PRC Legal Advisers, our Group is exempted from the requirement of
obtaining pollutant discharge permit. For further details, please refer to “Environmental Protection — Pollutant

discharge permit” in this section.

2. The Urban Drainage Permit* (T PE/KFFrI#) issued by the Housing and Urban-rural Development Bureau of
Deqing County* ({855 E AIRAFE#R) has expired on 10 May 2020. As confirmed by our PRC Legal
Advisers, as the Administrative Measures for Urban Drainage Permit* (J§ i #f /K #F 7] % ¥ %) have been replaced
by the Administrative Measures for the Discharge of Urban Sewage into the Drainage Network Permit* (3175 7K
PEABEKEREFT I & FLHEL) in 2015, companies are required to obtain the Discharge of Urban Sewage into the
Drainage Network Permit* (S5 /K #E A PE/K B HFT 0 35) to replace the Urban Drainage Permit upon its expiry.

LEGAL AND COMPLIANCE

During the Track Record Period and up to the Latest Practicable Date, save as disclosed
below under this paragraph, our Group did not experience any material non-compliance, which, in
the opinion of our Directors, will have any material operational or financial impact on our
operations. Having considered the facts and circumstances leading to the non-compliance incidents
as disclosed below, our Group’s internal control measures to avoid recurrence of the
non-compliance incident, and the preventive measures mentioned below, our Directors and the Sole
Sponsor are of the view that we now have adequate and effective internal control procedures in
place in accordance with the requirements under the Listing Rules, and the past non-compliance
incidents will not affect the suitability of the Directors to act as directors of a listed issuer under
Rules 3.08, 3.09 and 8.15 of the Listing Rules, and the suitability for listing of our Company
under Rule 8.04 of the Listing Rules. As at the Latest Practicable Date, we had been in compliance
with the applicable PRC laws and regulations relating to our business operations in all material

respects.

- 279 -



BUSINESS

“aouetjduiod-uou Jjeis
payaredsap ay) wozy Funynsar sso Kue 1oy dnoiry mo Kjuwiapur o) paaide
AARY SIAP[OYAIRYS SUN[oNU0) Ino ‘ANUWAPU] Jo PIAC Y} 0} Juensing

“Jyeis payoredsap Jo yd oy ur sjuawennbas Kioe[ngar
JUBAS[I Ay ym ouerjdwod aimsua o) Juaunedap saomosal uewny 2y
JO Peay ay) Aq pamataal aq [[eys ojer Yng 'siseq ATYIUOU € UO SIANIOM
JO aquinu [e10) 0} Jjeis payojedsap jo orjer ayy aje[nafed o) Juawpedap
searnosar uewny Jno axnbar o) serorjod eusejur paydope sey dnoiny mQ

“aje(] Aqeanaeid
159777 A 12 SB ‘4] JO PJOYSAIY) A M0[dq 0) PAINPaI Uaaq ey Sueifayz
dHY £q paSedua sioyiom payaredsap jo Joquinu Ay} pue judwfueiie
yojedstp amoqey ayy Jdope 0y sonunuod dnoxn mo ‘610z LAy Iy

“ajowral Joyger st dnoiny 1no 0y yjeuad enuejod
10 sjuawystund Jouing Jo Ysu oy} ‘neaing oyl Aq pnsst sjuouwysiund
QAIENSIIWPE  JO UONEILNOU Aue QI0joq SUONOE  [RIAWAI Ay
pajodwoa pey dnoxn no aduis ‘s1aSIAPY 2597 Yd N0 AQ pawmiuod
Sy 6107 [udy 2ouis pjoysaryy Aojeindar ayy mofeq sn £q pafeue
1318 payajedsap Jo Joquinu ) paonpal pey am ‘UONENNIS Ay 1031 o],

“qjousar sayjer st juauredap
oAtpenstunmipe 1noqe] £q pastjeuad aq Sueiloyz JHE ey Ysu o) Jey)
paudo S1SIAPY [2827 D¥d 100 “Q¥d Ay Ut Juewredap aanensiuiwpe
moqe] Ay WoIj UONEdNNAr Jo oonou Aue SwALar jnogim
[y ur aouerdwod-uou SIy} AJroar o) SUONOE UONRALIOAI [[B U2YY)
sey Suerlaqz JHg eyl 98] oY) pue ‘UONBWIU0D aA0qe ay} Jo IS U]

“ooue1[duiod-uou
ns 10§ UOWEOGNOAl Ay palo[dwoo sey pue  porag  proody
yoes], oy} Suunp suone[ngar pue sae| Inoqe Jo UONE[oIA 1oj pasifeuad
uoaq jou seq Sueifdyz JHY ey Suiord ‘suepe anoge| jo a8reyd
ur juounedap juajedwod JueAdjar £q pensst sejedLIed Ay) paureiqo
sey )1 pue ‘sjuunedap AANENSIUIWPE INOGE] AY) WO UONRILIAL
Jo aomou Kue patesar jou sey Suviloyz JHE ‘AR A[qRONIRIL 1SR
ay) 0] dn pue pousag proaay YIBIL 2y} SuLIp Jey) WIU0I SI0AI InQ)

‘proysayy K1oinges 91 2y paaaxa jou saop Sueildyz JHg Aq pany
s1ayiom payoredsap Jo Jaquinu JuaLINg Ay ‘dje(] AqRINILIJ 1SA1T A 18 pue 4107 [Udy Joye panunuod
seq Juawiagueire yojedsip anoqey ayy ‘suonendar pue sme| Jyqd jueadp o) juensind Sueifyz JHY
Jo douerdwiod 2y K120 01 Aoy Juatadwod  SI neaIng ay) Jey) PAULIIU0I SISIAPY 23T Y4 nQ

“s1ayiom payajedsip jo JuewageSue
1o o) uorjejar ut senjeuad 10 saury Kue 0y 109lqns oq jou {14 dnoiy M0 JeY) MAIA Y} JO B SISIAPY
[2327 DY 1O ‘SUOIR UOLRILIOAI UIYE) PRy M Jey} JOv) U} PUB SUONBILIUOD 3A0GE AU} UO paseq

“s1apew dueldwod-uou Kue
10j Suetfoyz dyg 1suwese pasodw uaaq pey Kjjeuad aATRNSIUIWPER OU JRY) PAULIIUOD S[RIOO JUBAA[RI

oy fqasaym “1g0g AInf 0g pur 0707 12quadaq [¢ parep (cnearng,, oul) (i &P HE Y %
Hig) ,neamg £)1n03g (210G pue $201n0s2Y Uewn K)unoy) Suiba ay woiy SUONPLIUOD PAUTLI0 3y

‘proysayy K1ojngess 9501 2y Surpaaoxa 2akorduwa 1od (0001 GINY 0 000‘SGINY WOy dutj & 0}
19lqns oq {11 1okojduw ayy yorym Surfrey iy awny paquoserd v uIgIA UONEILNIAL ayew 0 Juauredep
oATIRIISIUTIPE Inoqey Ay} £q pazapio aq Kew 31 ‘yojedsap Jnoqe] uo MeT sty Jo uvoisaold Kue sajejoin
safoqdwd ue JU (O S E AN Yl ) O¥d W JO MR J9BIU0D 10T ) 0 SUIpI0d)Y

“sjuawannbal [e3a] Juead[al
o Jo JyTIsIoA0 JuMOApeUr Jojpue  a3pajmouy
[eSop ajenbopeur oy anp Aquewud aram sjuaprour
2ouerdwod-uou Ay ‘s1030211(] N0 £q PaULIU0I SY

(ERHLRIAE) i
0GR U0 SUOISIAOK] WA 3Y) JO Juapioul
20ueI[dwoo-uou ¢ pajjIsuod pue (] Jo pjoysaIy)
f1oje[ngar ay) pacoxa yarym ‘ajep Suipuodsanion ayy
1 JJeIS Jo Joqunu [e30] 1no Jo 97°9] Aferewnyordde
0] paunodde ‘¢ noqe sem JuowaSuene
sopun uow 1ad  Jyes payojedsop Jo  raquinu
aSeloe ay) ‘g1 1qudA( [§ Papua s1eak ) 10

“SUOISIAOJ] 959U} JO AJEp AL Ay} woIf s1vak 7
urgis [o43] payjroads ayy o) worodoxd ayy sonpar o)
sjuaunsn(pe Juauikojduwe 1oy awayds e dojaadp [[eys
1ofordwa yons ‘SUOISIAOI 38y} Jo Arp AR
oy 0 Joud SI9YI0A )1 Jo Joquinu [e30) Ay JO (]
spaooxa Jafodwe we £q pasiun jjeis payaedsap
JoJaqunu Ayl I, PI07 YRR | U0 J0ofe
o aw) I (L FRHED g
N0QET UO SUOISIAOI{ WHQU] oyj 0} juensing

dueifoyz dHg

SUOLIE [RIPIUDY

SAIIqel] [eoueury Jayjo ) pue Ayeudd wnwixew [eyudjod Surpnpour s3ouINbIsu0d ey

Juaprout dueyduod-uou 3y Jo SIE[HINIEY

PaAjoAuI £)13U3 3t Jo ey

- 280 -



BUSINESS

SuoINqUIL0d
punj Juaptaord Suisnoy pue aouemsu 21008 Ay} Jo 10adsar ur AIessaseu
S1uoIstA0Id OU Jey) MOIA AUl JO AIp SJ0)dAI(] Jno ‘duerdwod-uou
aoueinsur (21008 ay) woiy Sunnsar ssof Kue 1oy dnoin mo Kyuwapur o)
Pa2Ide 2avy s1apjoyaIeys Surfjonuod 1o pue ‘sn 0} Surked sayiny Kue 1o}
wrefd Jo juamysiund uoyensiwIwpe £ue op 10U PROM 1 Jey) UOKRULIII0)
QA v pansst sey £poq Sursialedns ayy se ‘aiymuvew oyl U -ojowol
st urfed Joj pawrerd Jo paystund Suraq Suerlayz JHG Jo YSU Ay Y
MOIA A JO A1 SIOSIAPY [233T DY IO ‘SUONIRULIIUOI UL AL} U0 paseq

suonen3ar pue sue| )yd qeardde agy g aouepiodde
ur saakordwa syt qe Jog [yny ur punj juapiaoid Suisnoy pred sey Suerlayz
dHA ‘6107 Anf ows (1) pue sopjenad 1o swiepy ‘suoneSusoaur yans
0] Surpea] seouejswnoNd £ue Ueaq Jou sey Q1Y) pue dduerdwod-uou 40qe
2y) 0y uonefar ur sanjeuad Jo swrepd ‘suone§nsaaur Kue o) 1p2(qns uaeq jou
sey Suvifoyz qHg () saouendwod-uou asoqe ayy 0} uonelar U sanfeuad
fue Jo)stunupe jou pnom 31 (1) faduejeq Suipueisino ay) jo juawfed
10y 15anbar Aue ajeniur jou pnoa 1 (1) ey} SN0 (707 1quadd( |§
patep “Kytiogyne Juajadwoo v ST yorym ‘() i L4 H ek i L THY 4 T
filyffe) syoueag £uno) Suba ‘anua) yuawaeueyy puny juapirolg pue
Suisnopy A1) noyzny 9y} WOIy UONPWIU0D UL © PAUIEIGO AATY I\

‘suote[ngar pue sme| JYd 2qerdde
) yim 20uepiodde ur seakojdwa sy [ Joj [inj ur swiniwaid adueinsul
Teroos pred sey Sueilayz JH ‘6107 Joquiardag 20uIs ‘oY) WAIUOI SI010A1I
mQ csandsip 1o suonemiqre ‘swiepd ‘suorednseaur ‘suoneSur yons
0] Surpeay saoueIswNONd AU U2aq 10U sey A1) pue doueldwod-uou 310qe
oy} 0} uowe[o1 ur sajndsip 10 suoreIIgIe ‘Swre[d ‘suoneSnsoaur ‘suoreSny
fue o) j02lqns ueaq jou sey Sueileyz gHg (m) pue ‘eduerdwiod-uou
oroqe gy 0) uomer ur sepeuad Aue  xolSumwpe jou pom i
(11) +2oueqeq Surpue)sino 2y} Jo juowed 1oy jsanbar ue ajeniur jou pnos 3t
(1) Yey) Surwaiuod (70 1quiada( [¢ parep ‘Kuoyine juateduwod v St GaIYM
(e S B TR +fumo) Sutbaq jo anua) Juewadeuely
pun,j dUBINSU] [2100§ A} WOI} UOLBULIUOD UNILIA B PAUIRIQ0 ARY AN

suonnquyuoa puny juapiaoid §uisnoy pue 2oueinsur [eroos
Jo aouerdwoo-vou ayy Surpre§ar saakojdwa s, dnoi o woiy syurejduiod
ou uaaq pey arey) pue sanpeuad Aue 1o suonnquyuod punj juapraoid
Susnoy Jo dournsur [e120s Ut [eyoys ay) Aed 0y sn Sursanbai sarjuoyine
JUQUIUIRAOS JUBAS[OI 3U) WOI} SPURWAP 10 SIOPI0 KUE PAAIAdAI Jou pey
M ‘AR 2[qranoeld 1saeT Ay 0} dn pue pouag ooy yoely ay Surng

"000°0SEINY 03 000°01GINY woxy duty & 0} 192(qns aq [jia 1 ‘Y] auw paguasaid agy
gy sanijeuoy uonensider ayy ajaydwoa oy sjrey Jefordua ayy Jy “unoy) s,2doad oYy Aq juswedlojua
frosjndwos Joj Adde few Ayuoyine jueaepar oy ‘yoiym Suire pue i awn paquosaxd Ay
urgi suonnquuod urpueisino ayy dn ayewr oy 1 Japio Aewr juogine juawuiar0d jueaajar ay) ‘poriad
oy paquosad ay) urgia puny Juapiaoxd Suisnoy ay) o) aynquuod jou saop Jo Ked o sy Kuedwod
® (Y B2 T H 7)) «Pung 1uapiaoid Sutsnoy Jo juawiafeur]y uo suone[n3ay ays o) Suipioody

Qe[ A1qeonoeld 183w Ay} 1 se uorw [Ty Aferewrxoxdde Jo oury v st aouerdwoo-uou
ag) 1oy amsodya fyeuad wnwryew o jey Jewnsa am ‘saafojdwia-xa yons o) uonefar Ul
UONNQLIU0d DULINSUI [2100S SUIPUEISING AY) SUIPN[IXd Jayje ‘3dUIH “ajowal K[aAne[ar st saakojduwa-xa
yons Joj uonnqUu0d 2oueansul [e1o0s Suipueisino auy jo Juawked Sutpuewap (s [ £ Y
BTE) «funo) Suba Jo anua) juawadeueyy pung aoueinsu] [e120g ay) jo ysur ay) Juatifopdua
10} JO UONRUIWIY) Ay Jaje S1ak oMl uIgim A,u,_;&%%mm@ﬁ% mﬁ,&w@t Lm0y Suibaq
Jo anua) Juowafeur)y pung FoueISU] [e100§ Ayl Yia saakojdwo-xa yons £q payy sem jurejduos
Ol J1 ‘SIOSIAPY [089] J¥d 110 £q PasIApe sy 's1eak om] UEy) 0w o PAJUINIIY) UAQ ALY SN A
JuawAojdwa asoym seafojduwe-xa In0 JO AWOS PAAJOAUI UONNQGUIUOD ADUBIASUI [L1208 SuIpuURISIIO 2Y)
Jo 1ed ‘S[y "YIBAIq NS JO UONLSSID JO AJEP AY) YOLaIq SUINUNUOI © SI YIBAIQ YONS J1 JO PARIWILIO)
S1 [082IQ YoNS QUM Ajep oy} woij Seak o) UIgiA payodar Jo PaseA0dsIp 10U ST 11 JI pajeStisaAul
aq jou [ suone[ndar pue suef uondajord noqey g doueriduoo-uou Kue ‘(¥ HEFH L))
Sutiojuopy uonoajord Jnoqe ay) Jo uonenSay oy 0 juensind ‘s1asapy [eSo QY o £q pasiape sy

suonE[nSar pue SAE[ Pajelal O] PUE UONNQLIUO AIUEINSU [21008 Jo Juouifed
S) 0] j0adsar i Ayjeuad ue o) j0alqns uaaq jou pey Sueileyz qyg pue safordwa ay) jo Lwepes
[PI9E 34} JO 3JJ JUNOISIP © U0 Pastq UONHNGLIUO DULINSUI [2120S A} AR[NA[EI 0} PIMO[[R ST It ({4
S BOE S MY TOET R oJomamu0) 2wy poog Jo
Juawked pue poday sasudiaug £ay ay) o) pajejay Surpurjsiopup) Jo wnpurIOWA,, 0} juensind ‘Kjunod
) ur asudagua £ay e st Sueiloyz JHY A1 ‘poriad poady YovlL, oyl Sutinp jey) Sururuod ‘Kyoyne
wajadwod v St QNN *[gOg ounf (g pu (0T Joquiadaq 1§ PR (o NS U B T )
LKuno) Sutba jo enuay) juawaSeury puny 2dULINSU] [B10S A} WOL} SIANI] UONBULILU0I PIUIEI0 I

“UONQLIU0 SWIPURISING A JO JUNOW [210} AY) JO ST 321} 0] U0 woij Swiduer uedwod
2y uo duyy e asodwir Kew ‘os op 0) sjey Kuedwoa ayy 1 pue ‘poriad UAIS © UM ARp A0p Ay WOl
uoNqLIu0d SUIPULISINO A JO %6(°() Jo Ak A[iep 18 23] Juswied Aje] [eUONIPPR UR YA UONINGLIUOD
Surpueisino ayy dn ayewr 03 Kuedwoo 2y axnbar Lew Ajuoyine JjuawuIA0F JuBA[ar A ‘Suone|ngal
WeAS[aI JUI0 PUE ({7 B PR k) DUd U JO MeT QdUBINSU] [e100 Ay} 0} SUIpI0ddy

“Yd Ay sanuoyine [eao] Aq suore[ngal jueaafar
Ay Jo uonelaidianul Jo vonejuawA[dwI JUSISUOIUL
0) onp Aquewnd oM sjuaprour 2ouendwod-uou
A ‘SI0AIIQ M0 Jo dFpajmouy 1saq Ay 0

‘suonnquuod puny juapiaoxd Sursnoy o) joadsar
i Kjaanoadsar ‘woijpiu ¢ Oy pue uoiju
I'eqNy Aarewxordde pue ‘sjuowfed adueinsur
[eoos o) oadsar ypm ‘Ajeandadsar  ‘uoryjiu
TOGNY pue woru ¢OgINy forwunxordde o
pajunowe G0z pue §]07 Jquidda( [ papua sieak
oy 10§ spuny juapraoid SuIsnoy pue aouEInSuI [e120S
predzapun aje§aide ay Jey) wirjuod s10)( QO

‘suone[n3ar pue sme[ )yq Jueaajar £q paunba
se saakodwa s Joj suonnquyuod punj juapisoid
Suisnoy pue oUeINSUI [e108 [} AYeW 0] Pa[IL}
Suetfoyz gHg ‘ponag piooay yoell oy Suung

dueifoyz dHg

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

- 281 -



BUSINESS

suonnquuod puny juapiaoid fursnoy
PUE SUONNQLIU0) 20ULINSUI [2190S Jo Junowe pied 1apun ay) Joj suoisiaold
Mo Pagdxa Jey) sjueproul aouerdwod-uou yons wory Suisue sn £q
paumour sassof pue ‘sasuadxa ‘$1s0 ‘swred (e oy sn Kjuwapur o) paaife
aARY S1opjoyareyg Surponuo) Ino ‘Ajuuwapuj jo paaq Ay 0} juensing

suonnquiuod puny juapiaoid §uisnoy pue aoueinsur [e10s jo
uote[na[ed Ay 10y A[qisuodsar aq [ asniadxa pue afpajmouy
JUBAS[I Y Juowyedop $30Im0sal uewny Ino Jo [auuosiad
ay) pue suowanmbar Aopepndar oy) ym dduviduwiod amsu
0} suonnquyuoo puny juapiaoid Suisnoy pue douemsur [e1o0s
ay) 0y uonefar ur saipadoad pue satorjod meraal flxendar (s
‘pIeog oy} Jo UBWLIEY AU} PUE J0j0AI(] AIINIAXS Y} ‘N7 I

pue :suone[nfar pue smej )yYd
JUeAQ[I AU} Jopun sjuawonnbal SuOUNQUIu0d puny Juapraold
Suisnoy pue oouvinsur [e1o0s Yy uo JuounJedap sadmosal
uewny no Jo [auuosiad jueaajor ayy o) papraord aq (14 Sumren

‘runy] owy paquasad oy uyya pajaldwon
aq [ seafordwa fe o suonnquyuod puny juapiaoid Sursnoy
pue ooueInsur [eroos Joj Suruado junoooe pue uorensiier ay)

(1)

()

Ul

JJey) Sukjioads jouod [pusajur Ino uayiSuans pue
sarpasoxd pue suonnquyuoo punj juapraoid Sursnoy pue aouesur (21008
0) UOTjR[a) UL Syuaptout ddurijdwiod-uou [erjuajod amnj yuaaard 0} Japio uf

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

- 282 -



BUSINESS

‘suone[n3ay afueyoxg
U010 Ay} JO ¢ UONOIG JAPUN JAUUBUI [AJIIAP B UT ATULYOXQ
US1010§ JO UOISEA )MISUOD 10U S0P 11 ‘SUONB[NZAI JUBAQ[a
oy Jo uonelolA ur oSueyoxe USIAIO) JO UOISLAY PaIMIISUO)d
Suerfoyz qHg Jo eouerdwod-uou ayy oM ‘(Subeq) VS
) Jo saAnejuasaldal Yy Pajonpuod MAIAIONUI AU} UO Paseq (1)

{INJEU SNOLIAS
Jo j0u sem Suvifoyz JHg Jo 2oueldwod-uou ay) Jey) pauruiep
(Sutbaq) VS Ay eyl PajeaIpul 0S[E ‘(paLIdJSULL) Spunj [ejo)
) J0 9007 0} 9(¢ Su1aq) armjeu snouas Jo aouerjduwod-uou Joj
suone[niay afueyaxq usiar0] Ay Jo ¢ uondag Japun pajendns
fyeuad 2y mojaq Apueorjiudis st pue pasejsues spunyg [elo)
A JO G 0} PAUNOWE YIIYM ‘QUL] AANEHSIUIWPY JO wns ay) ()

IRU STI0LIAS JO JOU PUE ‘ANjeu [eIauad
Jo sem Sueifyz qHY Jo 2ouerdwod-uou gy ‘(Sutbaq) FAYS
Ay} Jo seAnjuasaidal I PaJONpUOd MAIAIUL AY) UO Paseq (1

SIOSTAPY [eS0T Q¥ ) Aq pastape sy

o1y Mo Jo saomosar [eusaur
g pue sIApoyateyg SUIjONUO) AY) JO S0IN0SA [RIDURUL) A WOL
oure) uorjeLedal Gons 10§ punj Jo sadunos L, "J¥d 2 0} Yoeq spung
) Jo e paterjedar ‘saomnosay pueln) ySnoxy) ‘pue aur AANEISIUILPY
oy} Jo [ie papes pey Suerlayz JHg ‘ol Q[qeanarig ISR Ayl e SY

“J4d Y} Jo suone[ngal pue sue| JuLA[
oY) JIA Q0UEPI0IIL UT N AU} JO 10 pue 0jur spuny Jajsued) ued Sueifayz
dHY ‘yons sy /¢ "ON Je[noxr) Iepun suonensidar afueyoxa uSialo)
fressaoau e pajardwod A[np ey Suerlayz JHg pue Sueyz Iy ‘ovly I
Sueg N MYz T Jo 18 “SISIAPY [e8oT 3y A £q peuiryuod sy 617
isndny ur vonensiSer afueyaxa usalop sy funepdn pajajdwoo sey Sueiloyz
JHE pue ‘610 dung ur sjuapisar onsawiop jo uonjensidar afueyoxa usrato
ay) pajerdwon Apnp aney Sueyz Iy pue oejy I ‘Sued Uy ‘gz I

“spunyj
J0 Jajsue1, ay) 0} urjelar SJUAWNI0P pue sferAtew i (Swbaq) VS Ay
Sutpraoad pue (Sutbaq) F4yS 2y £q pastex sauanb o) Surpuodsar o} pajuy
j0u 1nq Sutpnjour ‘(Sutbaq) g4y 2y £q paronpuod Annbue Sumsua oy
i pojesadooa pue ‘(Sutbay) VS oy 03 uorssiuqng A1ejunjop Ay apew
dnoxy 1no ‘7 'oN Jenon) pajejora aaey JySiw dnoxgy o Suisijear sy

"MOTALQJUI
oy Swpuane ur “Guoyine Juejedwod v st yorgm ‘(Sutbaq) IS Juesarder o) suosiad juojedwiod
ay) are a8uegoxa uSialoj Jo oo Kndop pue jaryd ayy ‘SISIAPY (2897 J¥d Ay £q pourjuod sy

spuny Jo Jajsuel], ay)
10§ Suerlayz dEg o pasodwr uaq ALY PIUOA ARISIUILIPE JAYI0 OU ‘UL AARISIUILPY
ay) Jo juewded pue spung oy jo uonewedar ay) Ioj aAes ‘uois1q 2yl 0) Suiprodde (A1)

PUE )Y 941 0) Yoeq spun ayj jo [fe jo uoneredar
o) todn pafqiyny se pasapIsuod aq [feys spung Ay ajeuedar o) Suerlayz JHg jo uonesiqo

oy} pue ‘spuny gy Jo uorjeiedal Ay} Joj W] AW OU SI AIAY) ‘TOISIA(T Ay} 0) Surpiodde ()
‘on1) s uoIssuqng £1ejunjoA Ay} Jo JuaU0d Ay (m)

‘amjeu

[e12Ua3 Jo 2ourldwod-uou & SI YOIYM ‘UOLR[NTAI JUBA[AI A} JO UOUR[OIA UI PROIQR SpUNj
ansawop Jo Jojsuea) y3noIy) a3ueyoXa U110y o UOISLAY PAMIISUOD SPUN JO SIAJSULI], Ay (1)

JRy) pawijuod aSueyaxe usialoj o Jorya Andap pue jaryd oy ‘serasau oy futing

‘uawiafeuew afueyoxa ugtatoy Ajrep Surgpuey 1oy 2[qisuodsar
anm oy “(Subaq) AYS A Jo (2 [ 2 E ) «dBuryoxe udaro jo yoryd Andop pue yoryd
A} YIIM MAIAIAUT UB PAJONPUOD M )Y 0) St Josuodg 20§ ay) o) siastape [eSe] ay) pue Josuodg o[og
o ‘SISIAPY [e30T D¥d AU ‘6107 IsnSny § U0 ‘UOISIIAQ ) 0) UOTE[AI UI SIAJRUI UIRHAD AJLIE[d O]

.A:a:_rﬂ
ARSI, Y1) ())'CLS'TGIY JO JUnowe Y} UL paut) sea pue Jyd ) 01 Youq spuny ayp Jo
[1e arerniedar o pasapio sen Sueifayz Hg ‘( suonemaay dSueyyxy udaog, ) (K Fr 234k
Y g ) <UOnRSIUILIY Qupgoxy USotog uo eury) Jo dtjqnday $,21doag ayp jo suonesay oy
10 6¢ u0nag 03 Juensind ‘K[3uIp1090y “suore[nFal UBAA[AL A} JO UONIR[OIA UI PROIGE SPURJ JTISAWOP JO
Iajsue) y3noxy) 25urydXa USIAI0] JO UOISEAD AMIISU0I SPUN] Jo JJSULI], ) ey} pajels Yy ‘Fueiloyz
dHg 01 (uo1swaq,, ) (£ 2R EETL) «KI[RUaq AANENSIUIWIPY U0 UOISIHAQ © pansst (,(Suiba(y)
HAVS, W) (B4 e 590 g D) «(goueiq Sunod Sutbaq) g4vS oy ‘6107 unf |7 uQ

AV oY) Jo youeiq [ea0] oy
YA JUSLIISAAUL 210YSJJ0 10} UonexsiSar
afueyoxe uSio10 1onpuod [[eys JuapIsar
QU A “((AdS, o) dpaigas asodind
[eoads  seasiono ue ojur Kymba pue
$JasSe 2107SJj0 o Au0ysto paumo-K[edar
SJ1 SANQUIU0d JUAPISAI JYd b l0joq 0]

‘S1aUj0 Suotwe */¢ “ON Je[naIL) Ay 0] juensing

ngmty
B Y O R 0
BB B L) oSonduo)
asodmg  [eoadg  eIA Juawnsaau - dup-punoy
y3noxy) Suroueury seasian() ur SuideSug sjuapisay
onsawoq 10j uonenswiwpy  agueqoxy  ugiaio]
SuruIaou0d sanss JueAd[dy U0 noN snoraald
ag papasiedns qOIUM ‘(L€ ‘ON R[], )
(BRI B AN AT R
EVPEES EEAELE S I EE )
4S[1yap asodimg [e102dg e1a sjuapisay onsawoq
£q yuounsoauy du-punoy pue Suroueur] JuounsaAu]
SBASIAA() JO UonenSIuIWpy adueyoxg uSielo ay)
Sumnsst £q a5ueyoxa uSieroy o) Surjejor suewanbar

Mou paonponul VS A ‘plo7 Af $I uQ

“4d 2y ur suonengar pue a[n1 aqeardde uay
) YA 0UBPIOT UL (LT H]g) NI
uonensiday a5uryoxy usoroq su paureiqo Suerlayz
JH4 ‘6007 [ Jepjoy Aynba ajos $)1 uaaq sey ‘Suoy
Suoy jo smey oy Jopun pajesodioour Auedwiod
Bostopoma ‘saomosay pueny ‘fuerlyz JHY
JO JURIYSIIqRIS Ay duIg "asudiud paumo-usialo)
AToys ® se ¥d JO SMP[ ) Iapun PAySI[qeIsd
sem Suerfoyz gHE ‘8007 Jequaideg g1 uQ

dueifoyz dHg

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

- 283 -



BUSINESS

so[ny

Sunsr 2y Jo 4('g o[y Jepun Kuedwio) ayy jo Sunsy jo Kupiqenns Ay o
sa[my SunsIy 2yl Jo 60°¢ pue §(' SA[MY Japun SI0JRUI N0 Jo AYfIqeIInS
oy uo loedwn asieApe [emaw fue ARy jou Saop oueridwod-uou
A 1Y) sINI00d Josuodg 210§ AU PUER ‘MAIA A Jo 2w $10}9A IO

SUOTJIE UOIRALJII2I PAUOHUAWAA0QE 2} U2Ye)
aaey dnoxn o pue Sueyz p ‘oely Iy ‘Sueg TN Nz I

pue ¥ Ay Jo
suoe[n§ol pue SMe[ JULAAAI AY) YIIA Q0UEPIOIIL UI SAOINOSY
puesn jo jeyeq uo xey Suipjoyya pue [rg oy Suided
pue spuuey) [eSa] ySnoxy) spunq jo sajsuel] oyl Sunonpuod
Suerfyz gHY ‘sieyio Suowe ‘Aq paduapiad se ‘Juourafeuew
101038 10 $10J0211(] N0 ‘Suvyz I pue oejy I ‘Sueq Iy ‘nyz
I\ J0 11ed oY) U0 pnexy 10 KISAUOYSIp 11009p KUE AA[OAUI JOU PIp

‘Sueyz I pue ovly Iy ‘Sueq IN
‘a7 ‘1N £q Juawanmbar jueaajar ayy Jo A)eiiuIejuN 0) anp SeM

{[nJ[[IA 10 [RUONIUAIUT 10U SEA
‘ssamsng $,dnoxn) mo uo Joedurr [ersajeur Kue ARy Jou pinom
‘suone[niay a3uryoxg usrarog

A} JO ¢ UOIIAG JpUN JAUULW [MJYI03p U agueyaxa uSielo
JO UOISLA? 2JMIISU0D JOU SA0P PUE AIMRU SNOLIS JO J0U SeA

(1)

Ul

“Q0UeI[dwoo-uou yons Jey) siseq Ay
U0 pue ‘/¢ "ON Je[nony) gy duerdwod-uou ayy o) Surpes] saoue)swnII
pue sjoej ay) pue s1SIApY (25T J¥d 2y Jo uorudo ayy Sursaprsuod Iy

“ssaursng ,dnoigy
1n0 1o Joedut [erajew £uv aARY JOU PNOA SPUN] JO JAJSUBI, A}

pue Saj0wal ST Yd 2 Ul SAJLOYINE JULA[AI Ay} £q S1010211p
st Jojpue Sueifoyz JHq uo spunyg jo Jajsuel], Ay jo joadsar
ur fypeuad oanenstunwpe sayyny Swsodwr jo Apiqissod oy

0dd Y

Jo suone[n§al pue save[ JUBA[AI AL GJIA ADULPIOIIE
Ul S0dIN0SaY PUBID) Jo Jleyeq uo xe) Supjoyyiim

pue [19 pred pey Sueiloyz dHY pue

S[ouueyd

[e33] ySnory) pajonpuod sea spunj jo JIAJSuel,
ng (.spung Jo Jojsuedr, o) Kandedsar

‘uauifed puapIAIp se $20IN0SAY puvif) 0) ( Spunyg

) oy GEIGINY  pue vl

068Ny

‘worju ('6gINy pauaysuen Suerldyz dHE ‘9107
wndny f pue £107 11dy 1 9107 Ko 1T UQ

AdS 24 01
Juawked puopiatp Kue ayew o punj Kue
JOJSUBI) 10U [[BYS Y Ay Ul PaysIqeIs
seM QOIM  AS Ay Jo  AIeipisqns
fue  ‘suomensidar  pauonUAWRA0QE
ay  jo uondwod o) Joud

puE S10UMO
[eogeusq ojewmn S jo  sxeqnonied
ay Suipraord £q sanuoyne jueAeal
ay) Y uonensidar afuryaxa ugiaro syt
ajepdn [[eys /¢ "ON Je[nom)) Jo aouensst
ap o) Joud g Ayl paysiqeIsa
seM aIgm AdS oy Jo Kmipisqns ue

A4V 24 Jo youeiq
[eoop ay yim uonensidar afueyoxa
U110y 10npu0d [[eys /¢ ON Je[noxr)
jo aouensst ay) o) Joud AJS seasiano
ue o fmbo pue sjesse  aloysjo
10 210480 pauso-A[eda] SIy paynquyu0d
fpeaxre  oym juepisar Dy Aue

(a1)

(1)

(m)

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

— 284 —



BUSINESS

“spuny Jo
Jopsuel], ayy 0} Joud Sueifyz JHg Jo suonensigar
afueyoxa uStao) [euiduo ayy ajepdn 1o suonensigar
ofuegoxe  utoroy ;o oidwoo o) pajey
Sueyz I pue oepy 1y ‘Sueq I ‘Yz I yons
sy fjeanoadsonar ‘Suerlayz JHY pue seajasway)
0) o[quondde azem 107 Anp ur peyuowrdduwr
L€ ON Te[nar)) Jopun sjuowennbar mou ay) ey
arese j0u a1am £3y) ‘6007 W DY Y Ul Suone[ndar
pue 1 o[qeardde uoy oy YA aoUEpIOdIE
ur aeaynI) uonensifey afueyoxg uSiarog si
peurelqo Apeaipe sey Sueifoyz JHg e ‘Sueyz IN
pue OB TN ‘Sueq IN ‘NYZ I\ £q pauLjuod sy

“uonensigar a3ueyaxa usialo) [euISLo S YA
Spunj Jo JoJsuei] oyl 10y sainpadoid aduepIwAl
odueyoxa uSraro} Ay ySnoryy juem  Sueifoyy
dH4 (1) pue awn ur suonensifar adueyoxa udrato)
noy) a(dwod 0y payey ‘Sueifoyz JHg Jo s1umo
[e1o1jouaq Ajewmn ay) e oym ‘Sueyz I pue oejy
N Sued IN ‘nyz I (1) e8uegoxa uiaroy o)
Sunejar sjuowannbar jueAajer Ay} yim Ajenrueyun
o) anp Jey) Sururerdxa se [jos s ‘spuny Jo Jojsuei],
o jo (Swbaqy) A4vS & Surdpnou ‘(Sutbaq) 1v§
ay) 0) ( uorssiuqng AIejunjoq, oy}) uoIssIwqns
freyunjor ® opew dnoin mo ‘607 Aey 9 uo
“Yans Sy “£¢ "ON Je[naIr)) pajejora aaey JyStu spung
JO JaJSUBI], Ay Jey) Sn pasiape pue dnoxn o uo
90uaS1Ip anp [eSo] palonpuod SISIAPY [v897 )Yd
ay “Sunsr ay) jo uonerdwajuod ur ‘g0 K ug

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

- 285 -



BUSINESS

$10J0911(] A0 $E o8 0} AJ1jiquiIns
12y} 103jje jou Sa0p pue s10)an o jo Kouejedwion pue Ajudejun
ayy uo wonearduwr aaneSou [euojew Aue aney jou saop oueridwod-uou
ay) Jey) ‘s1nou0d Josuodg 9[0g Ayl puE ‘MAIA ay) Jo v $10jaI( Ino

{SUOTJO8 UOTLALII0AI PAUOUAWAA0QE Ay} Uaye) sey dnoiny Ino (4)

pue
£OBaIq AU} UT JUIWAA]OAUT [nJ{[IA JO 103D OU Py $10J0311( 1o (1)

‘staew xe) Susiazadns 10§ oqisuodsar
dnoiny 1o jo Jjeis g jo jySISIoA0 JueMAAPRUT 0] Anp SeM (1)

{[J[[1A 10 [CUONUAIUI JOU S (1)
‘ammyen Jouru K124 Jo ses (1)

:00ue1{dur0-uou yons jey) siseq ay} U0 pue ‘Y[ ) Ym douerduiod-uou
oy} 0] Surpea] SaoUEISUINAID Pue $)98) Y} pue (Y[ AY) WOIJ UOTRULIJUO)
uapum oy ‘rasuno) [eSe 2y jo uorndo oy Suuepisuod Ay

UOTJRULIIJU0D AU} JO AJLp Ay} I St SAIRMISNOR JHY
JO PI0921 20ue1dW0d-U0U OU SeA 213U} Jey) PUNO) pue SPI0JAI SjI pamalAal
sey QI oy 1y Sumuamyuod ‘ggg eunp g1 parep ‘“Guowne jujeduwod
ST QOIgM QY[ O WOl UONBWLIUOD UPLA B PAUILIQO AABY

0l
31 JO (7)1 Uoioag Japun Jrun] auw paguasaid ay) UIGA 6107/3107 1A
ay) 10§ xe) 0} A)[1qeadieyd S)1 JO (Y[ QY PAWIOJUI Sy SAIRMASNOH JHY

"SJUWSSASSE Xe) AU) U Paje)s Se sajep anp aanaadsal ay) a10§oq
“Afeanoadsar ‘g0 Areniqag 61 pue 0707 [udy pl o uor ¢T$YH
pue vorppu 7°7$3H Ajerewrxordde jo swawded xe1 2y payies saremasnoy
dHE “feanoadsar ‘707 Awnuer g1 pue (707 RN § U0 QY[ A
£Qq pansst axam §1(z/L107 PUB L107/9107 SYeak 2y} 10j SIUAWISSASSL Xe) Ay

610 1oquuase( ¢
o dnoxty 1o £q pajij uayy alam suImII Xe) YL “§10T/LIOT PUB L10T/9107
s1eal ay) 10j SAIRMASNO JH O SUINRI Xe) pansst Y[ Y ‘6107
10QUIAAON § U() "SUINJI Xe} JUBAQ[A Ay} anssi 0] (Y[ oyl pajsenbar pue
SQIEMASNOF] JEg JO SUONRINdWOo Xu) Paje[al Ay} pue SJUIWAJY)S [RIoULUL)
paypne ay) @Y 2y o) papugns dnoxy o ‘g0z Jequeydag ] uQ

SAIEMASNOY JH{ JO JJeIS Jo/pue $10j0a1Ip ‘SIap[oyleys
) jsureSe wonnaasoad ypm padooad o) (Yl Ayl Jo 2ondeld [ensn gy jou ST ) pue Journ KA
$1 QQUeI[dwoo-Uou Jo pury yons jo A)iaei3 ay) ‘spuewwap Xej JurA[al ay) pied pue SjUSWISSASSE Xe) Ay
PAAIOAI ‘SUINJAI Xe) JUBAQ[aI A} PR[1) APeal[e sey aIeMasnoH dHg (11) pue Juojur ajeIaqrap & Yiia auop
J0u e pue JyS1s12A0 0} AquIngue sea dduerjdwoo-uou y) (1) aours ‘[asunoy) [e5aT Ay £q pasiape sy

padIey) U2aq aAvY p[nom 10 PaSIEGAIIPUN Xe) JO 9500 SUIPARIXA JoU duTy JAYMNY B PuB (0001 $YH
Jo auy [edrouid wnwryew v o) A[qeI] 2q [[eys SAEMASNOH JHY ‘O] 2 JO (2)(Z)08 NG 03 Juensing

“doueTiduiod-uou ons
UL JUAWAAJOAUT [MJ[[I4 1O 191D OU Py SI0NAI
mQ Csiapew xe) Suistasedns  Jop  o[qsuodsar
dnoxy 1o jo jjeis ay) Jo JySIsIen0 juapaapeur o)
anp sem pue [{[i4 jou sear dueldwod-uou yang

SuInjaI
Xe) 3[1j 10U PIp pue Xej 0} Ayjiquadieyy sit jo QY[
ay) Aynou o payiey saremasnoy dHg ‘107/L10C
pue £107/9107 S®ak ay) 10§ Jey) PAIAA0dSIp
pue ‘spiodar Suijly Xej 10 JO MAIAAI B PAJINPUOD
Juowredop eouenIy pue aATRNSIUIIpE 1Mo ‘Sunsr
ag jo uwonedwauos W ‘goz-pru punore uf

(0L, o)
(Suoy Suoy jo sme oy jo 71 sadey)) oueupiQ
NUAAYY PUBIU] A JO (7)IS UONAAG JO YIraIq B
paImInsuod ‘[asuno) [eSe ayy Aq pastape se ‘yorgm
‘JIuy Qw paqudseld Ay UK (Y] AY) 0 suIjan
Xe} [1J Jou pip pue xe) 0} Ajiqeadieyd saremasnop]
dHE Jo (.QuL, °y) Jueunmdaq  enuaroy
pueuy Suoy Suoy ay) Ajiou o) pajiey saremasnoR
dHE S10T/LI0T Pue LI0T/9107 sieak oy dog

SQIEMASNOH JH

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

- 286 —



BUSINESS

suone[nar pue
SMe] JUBAQ[AI [[e pue so[ny Sunsr] oy) gy aouerduod amsuo
0} SIajjeu [eroueury pue Sununodoe ur saxnpasoid [o1ju0d [pusjur
pue Suniodar [eroupuly Ay} 23SIA0 [[IM ASJIUWWOI JIpRE INO

pue ‘siseq Je[ngar v uo
suone[nal pue sme| Suoy Suoy JueAd[el Ay Japun sjuawannbal
uonexe) U0 juawyedop Qoueur; pue UOLRISIIWPE N0 JO
Jouuossad JueAd[al ay) o) papraoid aq [[1m Sururen ey Yons (707
[udy ¢z vo awweiSoxd Sururen puryur ue paydope dAvy Am

‘onou Juawfed
pue judwssasse xe) Jo 1di2oar uodn Jouuew Ajawn e ur papes
st ojqeked xe) ay) jeyy pue ssedoxd Fury xey jo ssauajedwod
o) amsua 0} 13pio ur sSuiy Xy pajejar pue suoreindwiod
X} ‘SWINAI Xe) AU} MAIAdI pue Jojow 0) (707 [Hdy €7 uo
sIoew pajejar Sunpyy vey Jo [onuod oy SuruayiSuans saurpoping
Jo 308 & paydope sey Juountedap Qoueuly pue UONRNSIUIWIpPE IN0

‘uInjar xe) pue voeindwod xe) jo Surpuey ay) jo
K9uandtgja oy NeI[IoR] 01 ‘Tl Xe) PUB ANSSI Xe) UO FPAMOUY
pue 2ouauadxa uaroyns Suiaey [auvosiad s paddmba
S1 Juouwntedap AdUBUY pUR  UOVRISIUNWPE N0 1Y) AINSUD
01 (707 [Udy €7 U0 SauIPING JUIMWNIAI PAYSIQLIS AABY M

‘smaadsod sty ur satelannag Auedwoy) juof
— Juowafeue)y Joruag pue SI0}dAII(], PIPEay UONIS A 0} Jojar
aseald ‘Suey wepy Suna 1y jo suoneayyenb pue aoualiadxe
A JO S[IEJAP J0,] SJUEIUN0d0Y 1[qng PALIA) Jo Amnsuy Suoy
U0y Y], Jo Jaquiaw  §1 pue Sununode pue Jipne ur duadx
Jo s;pak auiu 1oA0 sey Suey el Sunag N (0707 My
¢ uo satrerpisqns Suoy Suoy no Jo sumjar xe) jo vorjeredaid
oy Supnjour sxonew pajejar xej ofpuey pue uomisod xe)
[[e12A0 100 U0 Ma1AL SuoSuo wiopad o) ‘sau)a0as Kuedwod
quiof 1o jo auo ‘Suey wepy Sunap uy paytodde aaey om

(A1)

(1)

(1)

Ul

SJUapIaUI QueI[dwoo-tou Yans jo 2ouaLNIal Juarald of 1apio Uy

SUOIE [BIPIWAY

SapIIqer] [erueury Jayjo pue Sjeuad wnwixew eyusjod Supnpur s0uINhIsu0d [eday

Juaprour 2)uerduwod-uou 3y Jo SIEMIIE]

PaAjoAuI £)13U3 3t Jo ey

— 287 -



BUSINESS

Litigations

Our PRC Legal Advisers confirmed that during the Track Record Period and up to the Latest
Practicable Date, there was no foreseeable or pending legal proceedings or arbitration. Our
Directors have confirmed that, during the Track Record Period and as at the Latest Practicable
Date, there was no legal proceedings or claim pending or threatened against us or our Directors
that could, individually or in aggregate, have a material adverse effect on our business, financial

condition or results of operations.

Indemnity given by our Controlling Shareholders

Our Controlling Shareholders have entered the Deed of Indemnity to indemnify our Group
subject to the terms and conditions of the Deed of Indemnity, in respect of, among others, all
claims and liabilities to which our Group may be subject to in respect of any disputes, arbitrations
or legal proceedings occurring on or before the Listing Date (which includes any loss resulting
from the despatch staff non-compliance, any loss resulting from the social insurance and housing
provident fund non-compliance). Further details of the Deed of Indemnity are set out in the
paragraphs headed “D. Other information — 1. Estate duty, tax and other indemnities — Deed of
Indemnity” in Appendix V to this prospectus. Based on the above, our PRC Legal Advisers take
the view that (i) our PRC subsidiary has fulfilled all local regulatory requirements for payment of
social insurance contributions; and (ii) the probability of our PRC subsidiary to compensate or to
pay any penalty or late payment for their failure to pay social insurance contributions to their
employees in full is very low. Our Directors take the view that there is no material adverse impact
on our financial condition or business operation as a result of the non-compliant incidents set out

in this section.

Our Directors confirmed that during the Track Record Period and up to the Latest Practicable
Date, apart from those disclosed in this section, we had complied in all material respects all
applicable laws and regulations and there was no non-compliance incident the nature of which is

material or systemic.

INTERNAL CONTROL

Our Directors take the view that internal control is crucial to our business development and
success. To streamline our current internal control procedure, we engaged an independent internal
control consultant (the “Internal Control Consultant”) in July 2019 to review the adequacy and
effectiveness of our internal control procedures, systems and controls. The Internal Control
Consultant provided recommendations for our management’s consideration to enhance our internal
controls and procedures.
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The Internal Control Consultant has identified the following key findings and our Group has

the remedial actions

recommendations:

taken following

Key findings

based upon

the Internal Control Consultant’s

Corresponding measures

We have not set up Board committees and
appointed company secretary as required under

the Listing Rules.

We have not established an internal audit

function.

We have no insurance coverage in respect of

legal proceedings against our Directors.

We should

remuneration

set up the audit committee,

committee and  nomination
committee and appoint company secretary to
ensure compliance with the Listing Rules before

Listing.

We should appoint an Independent Third Party
the

management and internal control system of our

to perform annual review of risk

Group and report directly to our audit
committee.
We should arrange appropriate insurance

coverage on our Directors’ liabilities in respect

of legal proceedings against our Directors

arising out of corporate activities upon the

Listing.

The Internal Control Consultant conducted a follow-up review in March 2020 and to assess

whether we have implemented the internal control measures recommended by the Internal Control

Consultant and whether the deficiencies identified in the review have been rectified. Based on the

result of this follow-up review, save for the setting up of our Board committees, appointment of an

internal control consultant to perform annual review of the risk management and internal control

system of our Group and the arrangement for insurance coverage on our Directors’ liabilities

which will be done upon or shortly after Listing, we demonstrated that we have implemented all

major internal control measures recommended. No material deficiencies were identified during the

internal control review.
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Internal control measures to improve corporate governance

Our Directors recognise the importance of up-keeping adequate internal control and risk
management systems. In order to continuously improve our Group’s corporate governance, our

Group has implemented and will implement, among others, the following measures:

. Our Group will engage a PRC legal adviser to provide legal services to it in relation to

future compliance with the PRC laws and regulations in all respects;

. Our Group has arranged for our Directors and senior management to attend a training
programme on the relevant applicable laws and regulations, including the Listing Rules,
provided by our Company’s Hong Kong legal advisers prior to the Listing. Our Group
will continue to arrange various training programmes on an annual basis to be provided
by its legal advisers in Hong Kong and the PRC and/or any appropriate accredited
institution to update our Directors, senior management and relevant employees on the
relevant laws and regulations. In addition, specific training programme(s) in relation to

updates on relevant applicable laws and regulations will also be held when necessary;

. Our Group will provide trainings for our employees on compliance matters in order to
develop a corporate culture and to enhance their compliance perception and

responsibility and to enhance their knowledge to manage our operation risks;

. We have established and adopted various mechanisms and procedures for compliance
with the requirements under the Listing Rules, including connected transactions,
notifiable transactions and disclosure of inside information. Our Company has appointed
Giraffe Capital Limited as our compliance adviser to advise on regulatory compliance
with the Listing Rules;

. When necessary, we will engage external professional, including auditors, internal
control consultant, and external legal advisers to render professional advice as to
compliance with statutory and regulatory requirements, as applicable to our Group from

time to time;

. Our Group has established and adopted an internal control mechanism to manage and
govern the corporate governance and procedures, codes of conduct, conflict of interest
matters to enhance our internal compliance system and monitor proper conduct of our

business;
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. Our Group will maintain and regularly update a list of related and connected parties in
order to identify and monitor related parties and/or connected transactions so that we

can make timely disclosures when necessary;

. We have established an audit committee which will implement formal and transparent
arrangements to apply financial reporting and internal control principles in accounting
and financial matters to ensure compliance with the Listing Rules and all relevant laws
and regulations, including timely preparation and laying of accounts. It will also
periodically review our compliance status with the Hong Kong laws after the Listing.

The audit committee will exercise its oversight by:

(i) reviewing our internal control and legal compliance;

(ii) discussing the internal control systems with the management of our Group to
ensure that the management has performed its duty to have an effective internal

control system; and

(ii1) considering the major investigation findings on internal control matters as
delegated by the Board or on its own initiative and the management’s response to

these findings;

Based on the above, our Directors are of the view that the above internal control measures
could adequately and effectively ensure that our Group has implemented a proper internal control

system and maintained good corporate governance practice.

Foreign exchange forward contracts and foreign exchange risk management measures

The vast majority of our sales are denominated in US dollars and our purchases and labour
costs are predominantly denominated in RMB and as such, we are subject to foreign exchange
risks. During the Track Record Period, we have also entered into forward exchange forward
contracts with banks. For details, please refer to the section headed “Financial information —
Discussion on selected balance sheet items — Derivative Financial Instruments™ in this prospectus
and note 20.2 to the Accountants’ Report in Appendix I to this prospectus.

Our management team is responsible for monitoring our Group’s foreign exchange exposure

mainly arising from the customers’ purchase orders predominantly denominated in US dollars.
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Our foreign exchange risk management measures involve, among others, (i) monitoring the
level of the outstanding trade receivables, in particular those denominated in foreign currencies,
from time to time and maintaining accurate accounting records thereof by our administration and
finance team; (ii) monitoring the exchange rate fluctuations closely by our administration and
finance team; (iii) considering investment in derivative financial instruments, such as foreign
exchange forward contracts, which are transacted only with authorised financial institutions; (iv)
conduct analysis on risk and benefit assessment of such investment, by our finance team; (V)
monitoring the performance of our investment on a regular basis by our financial manager; and
(vi) requiring prior approval by our Board of any foreign exchange forward contracts to be entered

into by our Group.

In respect of our investments in derivative financial instruments, we have formulated an
investment management policy to analyse and assess the risk and benefit of each investment,
including (i) the duration of the investment and the risk exposure; (ii) costs associated with the
entering into the investment transaction; (iii) potential financial return and loss of the instrument;

and (iv) the expected market trends of interest rate and exchange rate fluctuations.
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