Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take
no responsibility for the contents of this announcement, make no representation as to its accuracy
or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising
fromor in reliance upon the whole or any part of the contents of this announcement.
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MAJOR TRANSACTION:
ENTERING INTO OF JOINT VENTURE AGREEMENT
AND
PROVISION OF MANAGEMENT SERVICE

On 6 September 2018, Sky Elegant, an indirect whmNned subsidiary of the Compar
together with Sub-Zero (HK), GIK Business and tieCbmpany entered into the JV Agreem
in relation to the JV Company. Immediately aftem@etion, the issued share capital of the
Company will be owned as to 30% by Sky Elegantpa®0% by Sub-Zero (HK) and as to 1(
by GIK Business. The JV Company will be principalygaged in cold storage business in H
Kong and/or the PRC.

Pursuant to the JV Agreement, Brightway shall em&y a Management Service Agreem
with Gold View, an indirect wholly-owned subsidiany the Company, pursuant to which G¢
View will be appointed as a manager of the JV Camyp® operate and management the ¢
store business in accordance with the terms anditoams therein.

As the highest applicable percentage ratio in respkethe JV Agreement is more than 25%
is less than 75%, the entering into of the JV Agreset constitutes a major transaction of
Company and is subject to the reporting, announoeared shareholders’ approval requireme
under Chapter 14 of the Listing Rules.

A circular containing, among others, further detaif the JV Agreement and the transacti
contemplated thereunder and notice of EGM is exet be despatched to the Shareholder
or before 31 October 2018.

Completion is subject to the fulfilment of various condition precedents and therefore the
JV Agreement together with the transactions contemplated thereunder may or may not
proceed. Shareholders and potential investors are advised to exer cise caution when dealing
in the securities of the Company.
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The Board announces that on 6 September 2018, 3&gait, an indirect wholly-owned
subsidiary of the Company, together with Sub-Zéi&); GIK Business and the JV Company
entered into the JV Agreement in relation to therapon and management of the JV Company.
Immediately after Completion, the issued sharetabpif the JV Company will be owned as to
30% by Sky Elegant, as to 60% by Sub-Zero (HK) asdto 10% by GIK Business. The JV
Company will be principally engaged in cold stordgesiness in Hong Kong and/or the PRC.
Principal terms of the JV Agreement are set odokews:

THE JV AGREEMENT
Date : 6 September 2018
Parties : (i) Sky Elegant;

(i) Sub-Zero (HK);
(i) GIK Business; and
(iv) the JV Company

Sky Elegant is a company incorporated in Hong Kariip limited liability and is an indirect
wholly-owned subsidiary of the Company.

Sub-Zero (HK) is a company incorporated in Hong &ovith limited liability and is principally
engaged in investment holding business. To thedfdsie Directors’ knowledge, information and
belief having made all reasonable enquiries, Sulb-ZdK) and its ultimate beneficial owner(s)
are Independent Third Parties.

GIK Business is a company incorporated in Hong Kauiip limited liability and is principally
engaged in consulting business. To the best oDihectors’ knowledge, information and belief
having made all reasonable enquiries, GIK Busirass$ its ultimate beneficial owner(s) are
Independent Third Parties.

The JV Company and Brightway

The JV Company is a company incorporated in thadBrVirgin Islands with limited liability and
will hold the entire issued share capital of Brighy. Brightway is a company incorporated in
Hong Kong with limited liability and will be prinpally engaged in cold storage business in Hong
Kong, the PRC and other countries as the boardettdrs of the JV Company (théV Board”)
may from time to time determine. Pursuant to theAiveement, the JV Company and Brightway
shall not engage in any other business unlesswiteeagreed by the parties to the JV Agreement.

At Completion, the share capital of the JV CompanyS$100 divided into 100 shares which are
owned as to 30% by Sky Elegant, 60% by Sub-Zero) @&l 10% by GIK Business.

Brightway has entered into an offer to lease (téfé&r to Lease’) with an Independent Third
Party on 14 June 2018 in relation to the tenangyremises in Hong Kong for the Hong Kong JV
Project (as defined below) from 1 September 201BltAugust 2023 with options to renew.

Upon formation of the JV Company, the JV Companil e classified as an associate of the
Company under the applicable accounting standards.



I nvestment Commitment

The cold storage business shall first commencedngHKong (the Hong Kong JV Project”).

The initial total investment amount of the Hong I§odV Project shall be in the sum of up to

US$33,000,000 (theTotal Investment Amount”) which shall be used solely in relation to the

Hong Kong JV Project, including but not limited teasing a warehouse and installation of the
necessary cold storage system and other facifiiedsequipment necessary for the implementation
of the cold storage business and working capit@iirement of the Hong Kong JV Project as the
JV Board may decide from time to time.

The Total Investment Amount in the sum of US$33,000 is expected to be funded in the
following manner:

(a) up to US$28,000,000 to be funded by way of borrgwifirom banks or other financial
institutions to the JV Group on such terms (inahgdiinterest, repayment and security)
satisfactory to the JV Board (thBdnk Borrowings’); and

(b) up to US$5,000,000 to be funded by way of unsecimedlest-free shareholder loan (without
fixed term of repayment) from Sub-Zero (HK) to fuwdrking capital needs of the JV Group,
to be approved by the JV Board, during the coufgheobusiness within the first two years of
its business operation (th&ub-Zero (HK) Loan”).

Sky Elegant and GIK Business shall provide casHatmhl or equivalent security of up to
US$9,900,000 and US$3,300,000, respectively, iodawf the financing bank as security for the
Bank Borrowings to be provided to the JV Group abdvach of the parties to the JV Agreement
shall provide a guarantee (which shall be in prbporto the shareholding held by the parties in
the JV Company respectively) in favour of the ficiag bank to secure the JV Group’s obligations
under the Bank Borrowings on a several basis.

The Total Investment Amount is determined after’afength negotiations of the parties to the JV
Agreement with referencing to the capital needhefHong Kong JV Project.

Conditions precedent

Completion of the JV Agreement and the transacticnstemplated thereunder shall be
conditional upon the fulfilment and/or waiver ottfollowing conditions precedent:

(&) the entering into of the formal tenancy agreemémt (Formal Tenancy Agreement”) as
referred to in the Offer to Lease by Brightway lre form and substance satisfactory to each
of the parties to the JV Agreement;

(b) the passing of the resolution(s) by the Sharehsldergeneral meeting of the Company
approving the JV Agreement and the transactionseogplated thereunder;

(c) all necessary consents, licenses and approvalgeddo be obtained by the parties to the JV
Agreement in respect of the JV Agreement and thastctions contemplated hereunder
having been obtained and remained in full force efifeLt;

(d) the entering into Management Service Agreementofim and substance satisfactory to the
JV Board) between Brightway and Gold View in whiahdesignated subsidiary of the
Company, shall undertake the performance of Go&W& obligations under the Management



Service Agreement; and

(e) completion of the transfer of the entire issuedeahaf Brightway to the JV Company.

The parties to the JV Agreement may at their aldeadtiiscretion at any time waive in writing
conditions (a), (c) and (d). For the avoidance ofilit, conditions (b) and (e) are incapable of
being waived. If the conditions set out above hawebeen satisfied (or waived) on or before 20
December 2018 or such later date as the partigetdV Agreement may agree, the JV Agreement
shall cease and determine (save as otherwise gatfterein) and neither party shall have any
obligations nor liabilities towards each other storeany antecedent breaches.

Board composition

The board of directors of the JV Company will cors@rof five directorsEach of Sky Elegant and
GIK Business shall have the right to appoint onedffector respectively. Sub-Zero (HK) shall have
the right to (a) appoint up to two (2) directors) &ppoint a non-executive director who shall be an
independent professional.

Provision of management service

Pursuant to the JV Agreement, Brightway shall emmter a Management Service Agreement with

Gold View, an indirect wholly-owned subsidiary dfet Company, pursuant to which Gold View

will be appointed as a manager of the JV Compangperate and management the cold store
business in accordance with the terms and conditiogrein.

Dividend policy

Subject to the JV Agreement and the articles od@ation of the JV Company and the terms of
any loans to the JV Group, having regard to tharfanal position of the JV Group, the outstanding
financial covenant to which the JV Group is subjéleé availability of surplus cash required to
finance the working capital requirements of the@up and any future business as the JV Board
considers appropriate, the JV Board may procure¢ dipato 90% of the distributable profits
available for distribution in respect of each finah year to be distributed by the JV Company to
the then shareholders of the JV Company in accoesdaiith their then respective shareholdings in
the JV Company by way of interim dividend or anndigidend.

Exit Option

(A) Eirst Put Option

In consideration of the mutual covenants in theAyyeement, Sky Elegant grants to Sub-Zero
(HK) an option (the First Put Option”) whereby Sub-Zero (HK) has the right to, by wdyao
written notice (the Option Notice”), require Sky Elegant or its designated persotgg)urchase
from Sub-Zero (HK) all or part of its Shares (thRelevant Shares’) and the Sub-Zero (HK)
Loan advanced to the JV Group and outstanding trora to time (the Shareholder Loan”), at
the exercise price determined below. The First®hiton shall be exercisable by Sub-Zero (HK)
in the event that Gold View fails to meet the KegrfBrmance Indicators (KPIs) for three
consecutive quarters in accordance with the ManagerBervice Agreement (subject to the
Management Service Agreement having been entetedniraccordance with the JV Agreement).
The First Put Option shall be exercisable by Sute{EIK) within thirty-six (36) months after the
date of the Management Service Agreement (fiest Put Option Period”). In case the KPIs



may not be met in the last quarter of the First ®ption Period, the expiry date of the First Put
Option Period shall be extended by further six rerfthe Extended First Put Option Period”)

to ascertain if the KPIs can be met in the last@lzonsecutive quarters prior to the expiry of the
Extended First Put Option Period.

Under the First Put Option, the price of the Reftv8hares and Shareholder Loan shall be
determined based on the pro-rata share of the t@tuaf the Company which is the higher of (i)
the Total Investment Amount plus any additionalesivnents approved by the JV Board together
with an annual return of 15% and (ii) the fair \al(the ‘Fair Value®) of the equity in the JV
Company and the Shareholder Loan as determinedfiogn af independent public accountants,
which shall be one of the “Big Four” accountingns based in Hong Kong, to be selected and
appointed by the JV CompanyB{g Four CPA firms’). Such a firm of independent public
accountants shall certify in writing the sum which, their opinion, is the Fair Value of the
Relevant Shares and the Shareholder Loan. Theotaditaining the certification shall be borne
by the JV Company. Completion of the sale and Imse of the Relevant Shares and
Shareholder Loan and full payment of the consid@natshall take place within 120 days from the
date of the Option Notice.

(B) Second Put Option

In consideration of the mutual covenants in theAiWeement, Sky Elegant hereby further grants
to Sub-Zero (HK) an option (thesécond Put Option”) whereby Sub-Zero (HK) has the right to,
by way of an Option Notice, require Sky Elegantitsrdesignated person(s) to purchase from
Sub-Zero (HK) all or part of its Relevant Shared &hareholder Loan advanced by Sub-Zero (HK)
to the JV Group, at the exercise price determinelbvia The Second Put Option shall be
exercisable by Sub-Zero (HK) after the expiratibmhirty-six (36) months after the date of the JV
Agreement. For the avoidance of doubt, the SecaridOption shall be exercisable by Sub-Zero
(HK) irrespective of whether Gold View is able toeet the KPIs in accordance with the
Management Service Agreement or not.

Under the Second Put Option, the price of the Rele@hares and the Shareholder Loan shall be
equal to the summation of the outstanding amouth@Sub-Zero (HK)Loan and US$1,000,000
(or if Sub-Zero (HK) subsequently disposed of its shdd&$1,000,000 multiplied by the number of
shares held by Sub-Zero (HK) at the time when Seitw4HK) exercises the Second Put Option
divided by the number of shares held by Sub-Zend)(bkpon Completion) Completion of the sale
and purchase of the relevant Shares and ShareHaldarand full payment of the considerations
shall take place within 120 days from the date hed Option Notice, subject to an approved
refinancing arrangement from bank or financingitosbn having been put in place for th¥
Company.

The Company will comply with the relevant Listingules requirements in the event of the
exercise of the exit options by Sub-Zero (HK).

REASONS FOR ENTERING INTO OF THE JV AGREEMENT AND THE
MANAGEMENT SERVICE AGREEMENT

The Group is principally engaged in cold storage matated business in Hong Kong; trading of
food and beverage business in the PRC; provisionasfey lending business in Hong Kong and
investment holding.



The Company is seeking opportunities in order tcraase the return to its ShareholdersThe
Company considers that there will be growth po#nti investment of cold storage business in
Hong Kong and the PRC. The JV Company will allowe tBroup to utilise its experience in
provision of management services regarding coldag® business without substantial capital
expenditure. On the other hand, the Group can btalde revenue stream from the management
fees under the Management Service Agreement. Thep@ay is optimistic as to the prospect of
the JV Company.

Taking into account of the future prospect of thé Qompany, the Directors (including the
independent non-executive Directors) consider tiratentering into of the JV Agreement and the
Management Service Agreement and the terms andtmorsdthereunder are fair and reasonable
and on normal commercial terms and in the interekthe Company and its Shareholders as a
whole.

LISTING RULESIMPLICATIONS

As the highest applicable percentage ratio in retspiethe JV Agreement is more than 25% but is
less than 75%, the entering into of the JV Agrednwmstitutes a major transaction of the
Company and is subject to the reporting, announnemred shareholders’ approval requirements
under Chapter 14 of the Listing Rules.

A circular containing, among others, further detaf the JV Agreement and the transactions
contemplated thereunder and notice of EGM is exgoetd be despatched to the Shareholders on
or before 31 October 2018.

Completion is subject to the fulfilment of various condition precedents and therefore the JV
Agreement together with the transactions contemplated thereunder including but not limited
to the entering into of the Management Service Agreement may or may not proceed.
Shareholders and potential investors are advised to exercise caution when dealing in the
securities of the Company.

DEFINITIONS

In this announcement, unless the context otherveigaires, the following expressions shall have
the following meanings when used herein:

“associates” has the meaning ascribed to it in the Listing Rules
“Board” the board of Directors
“Brightway” Brightway Logistics Limited, a company incorporatied

Hong Kong with limited liability

“Company” Daido Group Limited, a company incorporated in
Bermuda with limited liability the issued Shareswdfich
are listed on the Main Board of the Stock Exchange

“Completion” Completion of the JV Agreement in accordance wiith t
terms thereof

“connected person” has the meaning ascribed to it in the Listing Rules



“Director(s)”

‘EGM”

“GIK Business”

“Gold View”

“Group”
“Hong Kong”

“Independent Third Party(ies)”

“‘JV Agreement”

“JV Company”

“JV Group”

“Listing Rules”

“Management Service
Agreement”

“PRC”
“Shareholders”

“Share(s)”

the director(s) of the Company

the extraordinary general meeting of the Companipeo
held and convened to consider and approve the JV
Agreement and the transactions contemplated théezun

GIK Business Consulting Limited, a company
incorporated in Hong Kong with limited liability

Gold View Management Limited, a company incorpatate
in Hong Kong with limited liability and an indiregtholly
owned subsidiary of the Company

the Company and its subsidiaries
the Hong Kong Special Administrative Region of BfeC

any person(s) or company(ies) and their respective
ultimate beneficial owner(s) whom, to the best bé t
Directors’ knowledge, information and belief having
made all reasonable enquiries, are third party(ies)
independent of the Company and its connected pglison
accordance with the Listing Rules

the conditional joint venture agreement dated &eeber
2018 and entered into among Sky Elegant, Sub-Zero
(HK), GIK Business and the JV Company in relation t
among others, the JV Company and the provision of
management service

Loving Peace International Limited, a company
incorporated in the British Virgin Islands with lited
liability

the JV Company and its subsidiaries

The Rules Governing the Listing of Securities oe th
Stock Exchange

the management service agreement to be entered into
between Gold View and Brightway in accordance \thih
terms of the JV Agreement

the People’s Republic of China

holders of the Shares

ordinary shares of HK$0.01 each in the capital fed t
Company



“Sky Elegant” Sky Elegant Development Limited, a company
incorporated in Hong Kong with limited liability dnan
indirect wholly owned subsidiary of the Company

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Sub-Zero (HK)” Sub-Zero (HK) Limited, a company incorporated inngo
Kong with limited liability

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“US$” United States dollars, the lawful currency of theited

States of America

By order of the Board
Daido Group Limited
Au Tat Wai
Executive Director

Hong Kong, 6 September 2018

As at the date of this announcement, the Board dsegexecutive directors, namely, Mr. Au Tat Wai,
Mr. Choy Kai Sing and Mr. Ho Hon Chung, Ivan; noreeutive director, namely, Mr. Fung Wa Ko;
and independent non-executive directors, namely,AUng Siu Kit, Ronny, Mr. Leung Chi Hung and
Mr. Tse Yuen Ming.

* For identification purpose only



