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EXPECTED TIMETABLE®Y

The expected timetable for the Public Offer and the Preferential Offering and the
relevant trading arrangement is set out below:

2019

Despatch of BLUE Application Forms to Qualifying Shareholders ....... Friday, 28 June
Public Offer Prospectuses and WHITE and

YELLOW Application Forms available to members of

the public in Hong Kong . ....... .. ... .. . .. .. . .. . .. . . . .. ... Friday, 28 June
Commencement of the Public Offer and the Preferential Offering ........ Friday, 28 June
Latest time to lodge the form of proxy for attending

the Scheme Meeting .. ....... .. .. ... Wednesday, 3 July
Scheme Meeting . .. ... ... . Friday, 5 July
Announcement of the results of the Scheme Meeting ................... Friday, 5 July
Grand Court hearing of petition to confirm the Capital Reduction ........ Friday, 5 July
Grand Court hearing for sanctioning the Creditors’ Scheme ............ Monday, 8 July

(Cayman Islands time)
High Court hearing for sanctioning the Creditors’ Scheme ............. Tuesday, 9 July

Announcement of (1) the results of Grand Court and High Court hearings
for sanctioning the Creditors’ Scheme and (2) the expected effective date
of the Creditors” Scheme ......... ... ... ... . . ... Tuesday, 9 July

Expected effective date of the Capital Reorganisation ............... Monday, 15 July

Expected effective date of Change in Board Lot
Size from 2,000 Shares to 5,000 New Shares .......... 9:00 a.m. on Monday, 15 July

First day of free exchange of existing share certificates
(in green colour) for the Shares into new share certificates

(in blue colour) for the New Shares ........................... Monday, 15 July
Effective date of the Creditors’ Scheme ................ on or before Monday, 15 July
Application lists open . ......... ... o 11:45 a.m. on Friday, 19 July

Latest time to lodge the WHITE, YELLOW and
BLUE Application Forms ........... ... ... ...... 12:00 noon on Friday, 19 July

Application lists closes . ........ ... ... ... ... . ... ... 12:00 noon on Friday, 19 July
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Announcement of results of the Public Offer and

the Preferential Offering . ........ ... ... ... . ... . ... .. ....

If the Preferential Offering proceeds,
despatch of refund cheques in respect of
unsuccessful excess applications pursuant to

the Preferential Offering .. ....... .. .. ... . .. ... .. . . . .. ...,

Results of allocations of the Public Offer and the Preferential Offering
will be available at www.iporesults.com.hk
(alternatively: English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID Number/Passport Number/

Business Registration Number” function from ..................

Despatch/collection of the share certificates of
the Offer Shares or deposit of share certificates of
Offer Shares into CCASS in respect of wholly or
partially successful applications under the Public Offer and

the Preferential Offering . ........ .. .. ... . ... ... .. ... .. ....

If the Public Offer (including the Preferential Offering) is terminated,

refund cheques to be despatched ............. ... ... ... ... ....

If the Public Offer proceeds, despatch of refund cheques
in respect of partially successful applications
(if applicable) or wholly or partially unsuccessful

applications pursuant to the Public Offer .....................

Completion of the YM Subscription, the New Placing,
the Public Offer (including the Preferential Offering)
and the Acquisition and despatch of new share
certificates for the YM Subscription Shares,

the New Placing Shares and the Offer Shares ...................

Announcement of completion of the YM Subscription,
the New Placing, the Public Offer (including

the Preferential Offering) and the Acquisition ..................

Resumption and dealing in the New Shares commence .............

Odd lot matching arrangement COMMENCES . . .. ..o .o v v vennn....

Odd lot matching arrangement ends . .............. ... ... .. ....

Last day of free exchange of existing share certificate (in green colour)
for the new share certificates (in blue colour) ..................
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. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

. Thursday, 25 July

..... 9:00 a.m. on

Friday, 26 July

..... 9:00 a.m. on

Friday, 26 July

..... 4:00 p.m. on

Friday, 16 August

Monday, 19 August
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Notes:
(1)

@)

3)

“

(%)

(6)

All times refer to Hong Kong local time, except as otherwise stated.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force at
any time between 9:00 a.m. and 12:00 noon on Friday, 19 July 2019, the application lists will not open on
that day. For further details, please refer to “How to Apply for Offer Shares and Reserved Shares — 7.
Effect of Bad Weather on the Opening of the Application Lists” in this prospectus. If the application lists
do not open and close on Friday, 19 July 2019, the dates mentioned in this section headed “Expected
Timetable” in this prospectus may be affected. An announcement will be made by the Company in such
event.

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

Neither the Company’s website nor any of the information contained on the Company’s website forms part
of this prospectus.

Refund cheques will be issued in respect of wholly or partially unsuccessful applications pursuant to the
Public Offer. Part of the applicant’s Hong Kong identity card number or passport number, or, if the
application is made by joint applicants, part of the Hong Kong identity card number or passport number of
the first-named applicant, provided by the applicant(s) may be printed on the refund cheque. Such data
would also be transferred to a third party for refund purposes. Banks may require verification of an
applicant’s Hong Kong identity card number or passport number before cashing the refund cheque.
Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may lead to
delay in encashment of, or may invalidate, the refund cheques.

Applicants who have applied on WHITE or BLUE Application Forms for 1,000,000 or more Offer Shares
and/or 1,000,000 or more Reserved Shares under the Public Offer and have provided all required
information may collect any refund cheques and share certificates in person from the Hong Kong Branch
Share Registrar, Hong Kong Registrars Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong between 9:00 a.m. to 1:00 p.m. on Thursday, 25 July 2019 or
such other date as the Company may announce. Applicants being individuals who are eligible for personal
collection may not authorise any other person to make collection on their behalf. Applicants being
corporations who are eligible for personal collection must attend by their authorised representatives bearing
letters of authorisation from their corporation stamped with the corporation’s chop. Both individuals and
authorised representatives of corporations must produce, at the time of collection, identification and (where
applicable) authorisation documents acceptable to the Hong Kong Branch Share Registrar.

Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Offer Shares under
the Public Offer and have provided all required information may collect their refund cheques, if any, in
person but may not elect to collect their share certificates as such share certificates will be issued in the
name of HKSCC Nominees and deposited into CCASS for the credit to their or the designated CCASS
Participants’ stock accounts as stated in their Application Forms. The procedures for collection of refund
cheques for YELLOW Application Form applicants are the same as those for WHITE Application Form
applicants. Uncollected share certificates and/or refund cheques will be despatched by ordinary post, at the
applicants’ own risk to the addresses specified in the relevant applications. For details, applicants should
refer to “How to Apply for Offer Shares and Reserved Shares — 11. Despatch/Collection of Share
Certificates and Refund Monies” in this prospectus.

Share certificates for the Offer Shares will only become valid certificates of title to which they relate
at 8:00 a.m. (Hong Kong time) on Friday, 26 July 2019 provided that (i) the Public Offer has become
unconditional in all respects; and (ii) the right of termination as described in the section headed
“Underwriting — Underwriting Arrangements and Expenses — Termination of the Underwriting
Agreement” in this prospectus has not been exercised and has lapsed. Investors who trade our Shares
on the basis of publicly available allocation details prior to the receipt of share certificates or prior to
the share certificates becoming valid certificates of title do so entirely at their own risk.
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SUMMARY

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

There are risks associated with any investment. Some of the particular risks are set
out in the sections headed “Risk factors” and “Specific risk associated with the Proposed
Restructuring” in this prospectus. You should read these sections carefully before you
decide whether to invest in the Offer Shares.

BACKGROUND

References are made to (i) the Circular in relation to, among other things, the YM
Subscription, the New Placing, the Creditors’ Scheme, the Acquisition and the Public Offer;
and (ii) the subsequent announcements of the Company dated 29 May 2019, 30 May 2019, 5
June 2019, 13 June 2019, 14 June 2019, 19 June 2019, 20 June 2019 and 21 June 2019.

Trading in the Shares on the Stock Exchange has been suspended since 1:00 p.m. on 18
September 2014. The Company was placed into the third delisting stage under Practice Note
17 to the Listing Rules by the Listing Department and the Resumption was subject to
conditions imposed by the Stock Exchange. On 9 February 2015, the Company was ordered
by the High Court to be wound up. On 24 August 2016, the Company submitted the
Resumption Proposal containing, among others, the Acquisition which constituted a very
substantial acquisition and a reverse takeover for the Company under Chapter 14 of the
Listing Rules, to the Stock Exchange. The Company filed and renewed the New Listing
Application on 28 April 2017, 6 November 2017, 11 October 2018 and 11 April 2019. The
Stock Exchange granted the in-principle approval to the New Listing Application and the
despatch of the Circular on 24 April 2019 and the Circular was despatched on 27 April
2019.

Pursuant to the Acquisition Agreement, the Company will acquire the entire share
capital of Yu Ming at a consideration of HK$400.0 million, which will be satisfied by the
Company in cash within three days upon Acquisition Completion. Upon Acquisition
Completion, Yu Ming will become a wholly-owned subsidiary of the Company. As at the
Latest Practicable Date, Yu Ming is an indirect wholly-owned subsidiary of Allied Group
and is a licensed corporation under the SFO authorised to carry out Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type
9 (asset management) regulated activities.

The Company does not intend to continue the existing businesses of the Group after
Resumption. The Excluded Companies, being all the existing subsidiaries of the Company,
will be divested pursuant to the Creditors’ Scheme. Immediately following Acquisition
Completion and the Creditors’ Scheme becoming effective, the Enlarged Group will only
consist of the Company and Yu Ming. After Acquisition Completion, the Enlarged Group
will be principally engaged in the provision of corporate finance advisory services and asset
management services. Other than the transactions contemplated under the Proposed
Restructuring and the introduction of the business of Yu Ming, the Company does not intend
to introduce any major change to the Enlarged Group’s business.

1=
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Please refer to the Circular for details of transactions contemplated under the Proposed
Restructuring, including the YM Subscription, the New Placing, the Creditors’ Scheme and
the Acquisition.

On 22 May 2019, relevant resolutions approving, among others, the Capital
Reorganisation, the Subscriptions, the New Placing (if Ms. Chong’s Subscription Agreement
lapses), the Creditors’ Scheme, the Acquisition, the Public Offer (including the Preferential
Offering), the Whitewash Waiver and the Special Deal were duly passed at the EGM
following the Chairman’s Decision. On 4 June 2019, at a hearing (the “Hearing”) before the
Grand Court, the Company informed the Grand Court of the votes cast by the Dissenting
Shareholder against the proposed resolutions relating to the Proposed Restructuring at the
EGM and the Chairman’s Decision. To avoid potential dispute from the Dissenting
Shareholder, the Grand Court directed and the Company filed the Declaratory Summons
dated 12 June 2019 seeking a declaration that the resolutions proposed at the EGM were
validly passed as declared by the chairman of the EGM; and/or in the alternative, a
declaration that the votes of the Dissenting Shareholder cast at the EGM in respect of the
proposed capital reduction of the Company be set aside and, disregarded in determining
whether the resolutions considered at the EGM were passed. The Grand Court has listed the
hearing of the Declaratory Summons and the application for confirmation of the Capital
Reduction on 5 July 2019. The Grand Court further directed that if the Dissenting
Shareholder, or any other shareholder of the Company, wishes to appear and be heard in
relation to the application to reduce the capital of the Company on 5 July 2019, that party
must provide the Company with written notice of the intention to appear and be heard and
must file and serve any evidence in support of their position by 26 June 2019. As at the
Latest Practicable Date, no written notice was received by the Company. It is expected that
the Capital Reduction will be confirmed by the Grand Court shortly after the hearing to be
held on 5 July 2019 and the Capital Reorganisation will become effective on 15 July 2019.
Plesae refer to the section headed “Specific Risk Associated with the Proposed
Restructuring” in this prospectus for further details.

Pursuant to the order dated 30 April 2019 and the order dated 11 June 2019, the Grand
Court and the High Court has respectively directed, among others, the Scheme Meeting to
be convened for the purpose of considering and, if thought fit, approving the Creditors’
Scheme. The Scheme Document was despatched to the Creditors on 13 June 2019 and the
Scheme Meeting will be held on 5 July 2019. Subject to the approval of the Creditors’
Scheme by the Creditors at the Scheme Meeting, hearing for sanctioning the Creditors’
Scheme by the Grand Court and the High Court will be held on 8 July 2019 (Cayman
Islands time) and 9 July 2019 (Hong Kong time) respectively. It is expected that the
Creditors’ Scheme will become effective on or before 15 July 2019.

The Company will announce its withdrawal of the Public Offer if, (1) the Grand Court
not granting any of the orders sought by the Company under Event A; (2) the Grand Court
granting the orders sought by the Company under Event A and the Appeal Deadline is on or
before 24 July 2019, the Dissenting Shareholder applies for leave to appeal the said orders
or order for suspension of execution by the Appeal Deadline; OR (3) the Grand Court
granting the orders sought by the Company under Event A and the Appeal Deadline is
beyond 24 July 2019, the Company does not receive an irrevocable undertaking from the
Dissenting Shareholder by 24 July 2019 to the satisfaction of SFC and the Stock Exchange.
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Where the Public Offer is withdrawn in any of the events listed above, refund cheques in
respect of the Public Offer will be despatched to the applicants within five Business Days
from the date of the announcement. The Shareholders and public investors should note that
in the event that the Company announces its withdrawal of the Public Offer in the scenarios
above or the Proposed Restructuring (including the Public Offer) does not become
unconditional, the application monies for the Offer Shares will be refunded without interest.
Plesae refer to the section headed “Specific Risk Associated with
Restructuring” in this prospectus for further details.

the Proposed

The application for Offer Shares will commence on Friday, 28 June 2019 through
Friday, 19 July 2019, being longer than normal market practice of 3.5 days. The application
monies (including the brokerage, SFC transaction levy and Stock Exchange trading fee) will
be held by the receiving bank on behalf of the Company and the refund monies, if any, will
be returned to the applicants without interest on or before Thursday, 1 August 2019.
Investors should be aware that the dealings in the New Shares on the Stock Exchange are
expected to commence on Friday, 26 July 2019. Given the Proposed Restructuring
containing fund raising by way of public offer is not common in Hong Kong, the Company
is of the view that such longer offer period is appropriate as it could provide ample time to
the Shareholders and the public investors to consider making application for the Offer
Shares.

The Public Offer (including the Preferential Offering) commences on 28 June 2019, if
you make the application for the Offer Shares, set out below is a summary for the expected
dates of refund if any of the above events trigger the withdrawal of the Public Offer occurs:

Maximum
number of
Business Days
from the
commencement
of the Public

Estimated date of  Expected Offer to the
events (Cayman announcement Expected date of expected date of
Event Islands time) date refund refund
(1) the Grand Court not granting any of 5 July 2019 9 July 2019, By 16 July 2019 12
the orders sought by the Company assuming receipt of
under Event A court judgment
(2) the Grand Court granting the orders By 24 July 2019 As soon as By 1 August 2019 24
sought by the Company under Event A practicable
and the Appeal Deadline is on or following the date
before 24 July 2019, the Dissenting of this event,
Shareholder applies for leave to appeal assuming to be 25
the said orders or order for suspension July 2019
of execution by the Appeal Deadline
(3) the Grand Court granting the orders 24 July 2019 25 July 2019 By 1 August 2019 24

sought by the Company under Event A
and the Appeal Deadline is beyond 24

July 2019, the Company does not
receive an irrevocable undertaking

from the Dissenting Shareholder by 24

July 2019 to the satisfaction of SFC
and the Stock Exchange
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Other than the above, if the Public Offer is not withdrawn under situations specified under
section headed “Specific Risk Associated with the Proposed Restructuring” in this
prospectus, in the event that:

(A) the Public Offer is terminated, refund shall take place on 25 July 2019, which will
be 19 Business Days after the commencement of the Public Offer;

(B) the Public Offer is not terminated, the Resumption and dealing in the New Shares
will commence on 26 July 2019, which will be 20 Business Days after the
commencement of the Public Offer.

As part of the Proposed Restructuring, the Company proposes to raise in aggregate
approximately HKS$125.7 million, before expenses, by way of the Public Offer of
241,705,083 Offer Shares.

The purpose of this prospectus is to provide you with, among other things, further
details of (i) the Public Offer and the Preferential Offering (including the procedures for
application and payment for the Offer Shares and/or Reserved Shares); (ii) the financial
information of Yu Ming and the Group; and (iii) the general information of Yu Ming and the
Group.

BUSINESS OF YU MING

Yu Ming is a financial services provider engaged in the provisions of corporate
advisory services and asset management services.

Corporate Finance Advisory

During the Track Record Period, the corporate finance advisory services provided by
Yu Ming mainly included:

(i) acting as financial adviser to advise listed issuers, shareholders and investors of
listed issuers and entities on specific transactions in respect of the Listing Rules,
the GEM Listing Rules and/or the Takeovers Code;

(i1) acting as independent financial adviser to listed issuers to provide independent
advice required under the Listing Rules, the Takeovers Code or other specific
circumstances; and

(ii1) acting as financial adviser to listed issuers on retainer basis to advise listed
issuers on corporate strategies and compliance with the Listing Rules, the GEM
Listing Rules and Takeovers Code.

For each of the three years ended 31 December 2018, revenue generated by Yu Ming’s
corporate finance advisory services amounted to approximately HK$41.2 million, HK$51.4
million and HK$40.8 million, representing approximately 68.7%, 69.9% and 68.4% of Yu
Ming’s total revenue, respectively.
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Asset Management

During the Track Record Period, Yu Ming provided asset management services solely
to SHK.

For each of the three years ended 31 December 2018, revenue generated by Yu Ming’s
asset management services amounted to approximately HK$17.4 million, HK$21.2 million
and HK$17.8 million, representing approximately 29.0%, 28.8% and 29.9% of Yu Ming’s
total revenue, respectively.

The following table sets out the breakdown of the revenue generated from corporate
finance business and asset management of Yu Ming during the Track Record Period:

Year ended 31 December

2016 2017 2018
HKS$’000 % HKS$’000 % HK$’000 %
(audited) (audited) (audited)
Corporate Finance
Advisory 41,232 68.7 51,394 69.9 40,754 68.4
Asset Management 17,424 29.0 21,204 28.8 17,824 29.9
Others™" 1,392 2.3 917 1.3 999 1.7
Total 60,048 100.0 73,515 100.0 59,577 100.0

Note: Others comprise disbursement reimbursement of 40% of expenses incurred by Yu Ming on office
utilities, rents and miscellaneous administrative expenses from SHK under the Management
Agreement, details of which are set out in the section headed “Business of Yu Ming — Asset
Management” in this prospectus.

Proprietary Trading

During the Track Record Period, Yu Ming has also engaged in proprietary trading of
equity securities and fixed income products, selecting investment targets based on Yu Ming’s
own risks profile and investment cycle.

For the three years ended 31 December 2018, net financial income generated by Yu
Ming’s proprietary trading amounted to approximately HK$7.1 million, HK$8.4 million and
HK$3.2 million respectively.

Financial assets of Yu Ming’s proprietary trading amounted to approximately HK$103.2
million, HK$26.1 million and HK$16.6 million as at 31 December 2016, 2017 and 2018
respectively.

As advised by the Proposed Directors, Yu Ming does not intend to actively engage in
proprietary trading after Acquisition Completion.
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COMPETITIVE STRENGTH OF YU MING

The Proposed Directors believe that the historical performance and future prospects of
Yu Ming are underpinned by a combination of competitive strengths, including: (i)
well-established business; (ii) experienced team of professionals; (iii) close and stable
relationships with clients; (iv) well-structured professional services; (v) efficient
management structure; and (vi) focused services.

BUSINESS STRATEGIES OF YU MING

Yu Ming is adopting the following strategies to build on the competitive strengths
described above: (i) strengthening Yu Ming’s corporate finance teams to maintain high
quality corporate finance advisory services to its clients; (ii) expansion of advisory work in
relation to resumption of trading of securities of listed issuers on the Stock Exchange; and
(iii) focus on performance under the New Management Agreement.

CLIENTS OF YU MING
Corporate Finance Advisory Clients

Yu Ming had acted for over 60 clients during the Track Record Period. Corporate
finance advisory clients are mainly companies listed on the Stock Exchange and
shareholders and investors of companies listed on the Stock Exchange.

Repeating business from clients and referrals by clients and professional parties have
contributed to the client base of the corporate finance advisory business of Yu Ming. Yu
Ming’s top five largest clients of this business segment for each of the financial years ended
31 December 2016, 2017 and 2018 in aggregate contributed approximately 42.1%, 34.9%
and 35.6% respectively of Yu Ming’s total revenue and approximately 61.3%, 50.0% and
52.0% respectively of Yu Ming’s revenue from its corporate finance advisory business. The
largest client of Yu Ming under this business segment for each of the financial years ended
31 December 2016, 2017 and 2018 accounted for approximately 10.0%, 8.2% and 9.2%
respectively of Yu Ming’s total revenue and approximately 14.6%, 11.7% and 13.5%
respectively of Yu Ming’s revenue from its corporate finance advisory business. Due to the
“one-off” nature of many corporate finance transactions, Yu Ming’s largest client’s
contribution to revenue will tend to vary from year to year.

Asset Management Client

From the commencement of its business and during the Track Record Period, SHK has
been the sole client of Yu Ming for its asset management services. Yu Ming has been
appointed by SHK as its investment manager on an exclusive basis since 5 March 1997. The
appointment was normally for a term of 3 years and has been renewed every 3 years.

For further details of the clients of Yu Ming, please refer to the section headed
“Business of Yu Ming — Clients” in this prospectus.
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FUTURE PLANS OF YU MING

The Proposed Directors believe that the Hong Kong equity market will continue to
grow as the number of listed companies in Hong Kong rose steadily during the Track
Record Period and more business opportunities are expected to emerge in the financial
advisory services industry in the long run. The Enlarged Group will seek to capitalise on the
potential growth of the equity market and continue to participate in the financial advisory
industry as an active advisory services provider in Hong Kong by continuing to provide
services of the highest standards.

RISK FACTORS

There are certain risks involved in the business and operations of the Enlarged Group
and in connection with the Acquisition. The risks can be categorised into: (i) risks relating
to the Acquisition, the Public Offer, the Subscriptions and the New Placing; (ii) risks
relating to the business and operations of Yu Ming; (iii) risks relating to the industry in
which Yu Ming operates; (iv) risks relating to macroeconomics and political conditions; and
(v) risks associated with accuracy of third party data.

These risk factors are further described in the section headed “Risk Factors” in this
prospectus. Set forth below are some of the major risks that may materially and adversely
affect Yu Ming: (i) the revenue of Yu Ming’s corporate financial advisory service is on a
project-by-project basis and non-recurring in nature; (ii) Yu Ming derived a significant
portion of its revenue from its asset management services under which it only has one
client; (iii) delay in or termination of transactions may have an adverse impact on Yu Ming’s
financial performance; (iv) Yu Ming derived a significant portion of its revenue under its
corporate finance advisory services from some major clients; (v) revenue derived from
commission based services may be uncertain; (vi) Yu Ming is reliant on key management
personnel to conduct business and failure to retain them or to attract suitable replacements
would have an adverse impact on operations; (vii) potential employee misconduct could
damage Yu Ming’s reputation, financial position and business relationships with clients; and
(viii) potential exposure to professional liability and litigation.

SUMMARY OF FINANCIAL INFORMATION OF YU MING

The following is a summary of Yu Ming’s financial information during the Track
Record Period as derived from the accountants’ report on Yu Ming, the full text of which is
set out in Appendix I to this prospectus. This summary should be read in conjunction with
the aforesaid accountants’ report and the section headed “Financial Information of Yu Ming”
of this prospectus.



SUMMARY

Highlights of statement of profit or loss and other comprehensive income

Year ended 31 December

2016 2017 2018
HK$’000 HK$’000 HK$’000
(audited) (audited) (audited)

Revenue 60,048 73,515 59,577
Other net (loss)/income (544) 886 521
Other net financial income 8,404 7,534 2,642
Expenses (27,088) (32,677) (20,117)
Profit before income tax 40,820 49,258 42,623
Income tax expense (5,692) (7,571) (6,525)
Profit for the year 35,128 41,687 36,098

For the year ended 31 December 2017, revenue of Yu Ming increased by approximately
22.4% to approximately HK$73.5 million as compared with that of 2016. The increase in
revenue for 2017 was mainly driven by an increase in the fee income of corporate finance
business from approximately HK$41.2 million for the year ended 31 December 2016 to
approximately HK$51.4 million for the year ended 31 December 2017. The increase in
revenue from corporate finance business in 2017 compared with that of 2016 was mainly
due to (i) increase in average recognized revenue per corporate finance advisory transaction
as 5 specific financial advisory engagements with contract sum amounting to HK$3,000,000
or above (“High Value Engagements”) were recognized as revenue in 2017 while only 3
High Value Engagements were recognized as revenue in 2016; and (ii) increase in retainer
engagements from 11 in 2016 to 16 in 2017. This is also the principal driver for the increase
in profit for the year ended 31 December 2017 by approximately 18.7% to approximately
HK$41.7 million as compared with that of 2016.

For the year ended 31 December 2018, revenue of Yu Ming decreased by
approximately 19.0% to approximately HK$59.6 million as compared with that of 2017. The
decrease in revenue for 2018 was mainly caused by the decrease in the fee income of
corporate finance business from approximately HK$51.4 million for the year ended 31
December 2017 to approximately HK$40.8 million for the year ended 31 December 2018.
The decrease in revenue from corporate finance business in 2018 compared with that of
2017 was mainly due to a drop in average recognized revenue per corporate finance advisory
transaction since (i) only 4 High Value Engagements were recognized as revenue in 2018
while 5 High Value Engagements were recognized as revenue in 2017; and (ii) 3 retainer
engagements were terminated in 2018 due to the commercial reasons of clients and the new
retainer engagements entered into have lower monthly fee than the terminated engagements,
and one engagement letter was renewed in 2018 at a lower monthly fee, resulting in the
lower total fee from retainer engagements despite the total number of retainer engagements
remained at 16 as year 2017. The net profit decreased from approximately HK$41.7 million
for the year ended 31 December 2017 to approximately HK$36.1 million for the year ended
31 December 2018 mainly as result of decrease in revenue from corporate finance business.
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Highlights of statement of financial position

As at 31 December
2016 2017 2018
HK$’000 HK$’000 HK$’000
(audited) (audited) (audited)

Total assets 260,159 296,335 111,750
Total liabilities 31,497 45,206 25,164
Net current assets 126,345 234,095 70,197
Net assets 228,662 251,129 86,586

The net assets of Yu Ming increased from approximately HK$228.7 million as at 31
December 2016 to approximately HK$251.1 million as at 31 December 2017 mainly due to
increase in reserve as a result of net profit of approximately HK$41.7 million was recorded
in 2017, offsetting by the payment of cash dividend of HK$20 million during the year.

The net assets of Yu Ming decreased from approximately HK$251.1 million as at 31
December 2017 to approximately HK$86.6 million as at 31 December 2018 mainly due to
the net effect of payment of cash dividend of HK$200 million and the net profit of
approximately HK$36.1 million recorded in 2018.

Highlights of statement of cash flows

Year ended 31 December

2016 2017 2018
HKS$’000 HKS$’000 HK$’000
(audited) (audited) (audited)

Operating profit before working capital changes 33,760 41,097 39,702
Net cash generated from operating activities 83,525 43,306 15,215
Net cash generated from investing activities 7,912 85,458 9,976
Net cash used in financing activities - (20,000)  (200,000)
Net increase/(decrease) in cash and cash equivalents 91,437 108,764 (174,809)
Cash and cash equivalents at the beginning of the

year 57,545 148,982 257,746
Cash and cash equivalents at the end of the year 148,982 257,746 82,937

Yu Ming had cash and cash equivalents of approximately HK$149.0 million, HK$257.7
million and HK$82.9 million as at 31 December 2016, 2017 and 2018 respectively. The
increase in cash and cash equivalents for the year ended 31 December 2017 is mainly due to
net cash generated from investing activities mainly resulting from proceeds from redemption
of financial assets at fair value through other comprehensive income despite net cash used in
financing activities as a result of payment of dividend. The decrease in cash and cash
equivalents for the year ended 31 December 2018 is mainly due to the payment of dividend
of HK$200 million which offset the net cash generated from operating activities and
investing activities. For details, please refer to the section headed “Financial Information of
Yu Ming — Liquidity and Capital Resources” in this prospectus.
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Key financial ratios

For the year ended/as at 31 December

2016 2017 2018
Net profit margin 58.5% 56.7% 60.6%
Return on equity 15.4% 16.6% 41.7%
Return on assets 13.5% 14.1% 32.3%
Current ratio 501.1% 617.8% 379.0%
Debtors’ turnover days 45.7 days 49.0 days 57.1 days

Yu Ming’s net profit margin was approximately 58.5%, 56.7% and 60.6% for the year
ended 31 December 2016, 2017 and 2018 respectively. Net profit margin of approximately
56.7% for the year ended 31 December 2017 was similar to that of approximately 58.5% for
the year ended 31 December 2016. Net profit margin increased from approximately 56.7%
for the year ended 31 December 2017 to approximately 60.6% for the year ended 31
December 2018 mainly due to decrease in employee benefit expense, mainly attributable to
decrease in discretionary bonuses in the year ended 31 December 2018.

Yu Ming’s current ratio was approximately 501.1%, 617.8% and 379.0% as at 31
December 2016, 2017 and 2018 respectively. The current ratio as at 31 December 2017
increased to 617.8% from 501.1% as at 31 December 2016 mainly due to increase in current
assets by approximately HK$121.5 million resulting from reclassification of financial assets
at fair value through other comprehensive income of approximately HK$8.5 million from
non-current assets to current assets and the proceeds from redemption of financial assets at
fair value through other comprehensive income of approximately HK$78.1 million which
was classified as non-current assets in 2016. The current ratio as at 31 December 2018
decreased to 379.0% from 617.8% as at 31 December 2017 mainly due to the decrease in
cash and cash equivalents of approximately HK$174.8 million as a result of payment of
dividend of HK$200 million in 2018.

RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE OF YU MING

As at the Latest Practicable Date, there was no material change to the business model
and operation of Yu Ming. Yu Ming continued to provide asset management service to SHK
and corporate finance advisory service to its clients on both transaction basis and retainer
basis.

The directors of Yu Ming confirm that there has been no material change in the
financial or trading positions or outlook of Yu Ming since 31 December 2018 (being the date
to which the latest audited financial statements of Yu Ming were made up as reported in
“Appendix I-Accountants’ Report on Yu Ming” of this prospectus) up to and including the
Latest Practicable Date.

So far as the Proposed Directors are aware, there has been no material change in the
general condition of the corporate finance advisory services and asset management services
industry in which Yu Ming operates which has materially and adversely affected Yu Ming’s
results of operations or financial condition since 31 December 2018 and up to the date of
this prospectus.
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After due and careful consideration, the Proposed Directors confirm that, up to the date
of this prospectus, there has been no material adverse change in the financial and trading
position or prospects of Yu Ming since 31 December 2018, and there is no event since 31
December 2018 which would materially affect the information shown in Appendix I to this
prospectus.

Subsequent to 31 December 2018 and up to 31 May 2019, Yu Ming handled 6
transactions as financial adviser, 2 transactions as independent financial adviser and acted as
retainer financial adviser for 12 clients.

THE YM SUBSCRIPTION AND THE NEW PLACING

The Company entered into (i) the Ms. Chong’s Subscription Agreement on 28
December 2018 with Ms. Chong for the allotment and issue to Ms. Chong of 512,698,586
Subscription Shares, representing approximately 45.0% of the enlarged shareholding in the
Company upon completion of the Subscriptions and the Public Offer; and (ii) the YM
Subscription Agreement on 28 December 2018 with Mr. Warren Lee and the Yu Ming Team
for the allotment and issue to Mr. Warren Lee and the Yu Ming Team of 227,250,000
Subscription Shares and 57,500,000 Subscription Shares, representing approximately 19.9%
and 5.0% of the enlarged shareholding in the Company upon completion of the Subscriptions
and the Public Offer respectively.

As fall back for the lapse of Ms. Chong’s Subscription Agreement, the Company
entered into the New Placing Agreement with the Placing Agent for the placing of the
512,698,586 Subscription Shares not subscribed by Ms. Chong to not less than ten
Independent Placees (which may include Ms. Chong) at the New Placing Price of HK$0.52
per New Placing Share on a best efforts basis where none of the Independent Placees will
become a substantial shareholder of the Company following completion of the YM
Subscription, the Public Offer and the New Placing.

On 14 June 2019, the Company and Ms. Chong entered into a deed of termination to
terminate the Ms. Chong’s Subscription Agreement so as to expedite the completion of the
transactions contemplated under the Proposed Restructuring. With the termination of the Ms.
Chong Subscription Agreement, the Proposed Restructuring will be carried on with the New
Placing and the YM Subscription.

THE PUBLIC OFFER AND THE PREFERENTIAL OFFERING

As part of the Proposed Restructuring, the Company proposes to raise in aggregate
approximately HKS$125.7 million, before expenses, by way of the Public Offer of
241,705,083 Offer Shares, among which 150,264,780 Offer Shares are offered as Reserved
Shares to the Qualifying Shareholders under the Preferential Offering and the remaining
91,440,303 Offer Shares are offered to the public at the Offer Price of HK$0.52 per Offer
Share. The 91,440,303 Offer Shares for initial offering to the public and the 150,264,780
Reserved Shares for offering to the Existing Shareholders represent approximately 8.1% and
13.2% of the issued share capital of the Company as enlarged by the allotment and issue of
the YM Subscription Shares, the New Placing Shares and the Offer Shares respectively.
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TOTAL EXPENSES

The aggregate fees, together with the Stock Exchange listing fee, the placing and
underwriting commission in relation to the YM Subscription, the New Placing and the Public
Offer, SFC transaction levy, legal and other professional fees and printing and other
expenses relating to the transactions under the Proposed Restructuring are estimated to be
approximately HK$52.3 million in aggregate and are payable by the Company. Among the
estimated total transaction expenses, approximately HK$5.2 million attributable to the YM
Subscription, the New Placing and the Public Offer will be accounted for as deduction from
the Company’s equity account. The rest of approximately HK$47.1 million are expected to
be charged to the Company’s profit or loss, of which HK$30.6 million has been recognised
in the Company’s profit or loss up to the Latest Practicable Date and the remaining
estimated expenses will be charged to the Company’s profit or loss thereafter. The
substantial portion of the estimated total transaction expenses is non-recurring in nature.

DIVIDEND

In January 2017, May 2017 and September 2018, Yu Ming proposed, approved and
paid dividends of HK$10,000,000, HK$10,000,000 and HK$200,000,000 in cash to the
Vendor respectively. Yu Ming will before Acquisition Completion declare and pay dividend
in cash and in form of distribution in specie of the investment assets held by it to the
Vendor to the extent that the net asset value of Yu Ming shall not be less than HK$10
million. It is therefore expected that Yu Ming will distribute all its investment assets to the
Vendor before Acquisition Completion. As at 31 December 2018, the fair value of the
investment assets held by Yu Ming mainly consisted of (i) listed debt securities of HK$16.3
million; and (ii) listed equity securities of HK$0.4 million.

The above dividend payments of Yu Ming were funded by its operating cash flow.

The Proposed Directors may or may not recommend a payment of dividend in future
after taking into account various relevant factors including but not limited to the financial
condition, capital requirements and earnings of the Enlarged Group, and subject to the Articles.
However, the Company will still have outstanding accumulated losses of approximately
HK$137,526,000 upon Resumption, and will not be able to declare dividends until, among
other things, all outstanding accumulated losses have been eliminated.

UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED
GROUP

The table below sets out selected unaudited pro forma financial information of the
Enlarged Group as at 31 December 2018. For more details, please refer to the section
headed “Unaudited pro forma financial information of the Enlarged Group” set out in
Appendix III to this prospectus.

HK$’000

Unaudited pro forma consolidated net tangible liabilities of the Group (951,078)
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HK$
Unaudited pro forma consolidated net tangible liabilities of the Group per

share (0.95)
HK$’000

Unaudited pro forma adjusted consolidated net assets of the Enlarged
Group 409,921
Less: Intangible assets (406,666)

Unaudited pro forma adjusted consolidated net tangible assets of the
Enlarged Group 3,255
HK$

Unaudited pro forma adjusted consolidated net tangible assets of the
Enlarged Group per share 0.003

FINANCIAL EFFECTS OF THE PROPOSED RESTRUCTURING

Immediately following Acquisition Completion, Yu Ming will become a wholly-owned
subsidiary of the Company and the results of Yu Ming will be consolidated into the accounts
of the Company. Assuming completion of the restructuring of the Company took place on 31
December 2018, the pro forma total assets and total liabilities of the Enlarged Group as at
31 December 2018 would have been approximately HK$477,048,000 and HK$67,127,000
respectively. Assuming completion of the restructuring of the Company took place on 1 July
2017, profit for the year ended 30 June 2018 of the Enlarged Group would be approximately
HK$840,860,000, which was primarily attributable to the gain on debt restructuring under
the Creditors’ Scheme. For details, please refer to the section headed “Unaudited pro forma
financial information of the Enlarged Group” in Appendix III to this prospectus.
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In this prospectus, unless the context otherwise requires, capitalised terms used herein
shall have the following meanings:

“Accepted Offer Applications” applications for Offer Shares (excluding the Reserved
Shares), either made on the application forms in the
Public Offer and accepted by the Company or the
placees successfully procured by the Underwriter to
subscribe for the Offer Shares

“Acquisition” the conditional acquisition of the Sale Shares by the
Company pursuant to the terms and conditions under
the Acquisition Agreement

“Acquisition Agreement” the acquisition agreement entered into among the
Vendor, the Company and the Liquidators dated 24
August 2016 as amended and supplemented by the
Supplemental Acquisition Agreement, the Second
Supplemental  Acquisition Agreement, the Third
Supplemental Acquisition Agreement and the Fourth
Supplemental Acquisition Agreement pursuant to which
the Vendor conditionally agreed to sell and the
Company conditionally agreed to purchase the Sale
Shares

“Acquisition Completion” completion of the Acquisition pursuant to the
Acquisition Agreement

“Acquisition Consideration” the total consideration of HK$400 million payable by
the Company to the Vendor for the Acquisition
pursuant to the Acquisition Agreement

“acting in concert” has the meaning ascribed to it under the Takeovers
Code
“Allied Group” Allied Group Limited, a company incorporated in Hong

Kong with limited liability on 15 December 1972, the
shares of which are listed on the Main Board (stock
code: 373)

“Appeal Deadline” 14 days from the date of the sealed order issued by the
Grand Court under Event A, being the last day by
which the Dissenting Shareholder may apply for leave
to appeal the relevant court orders as described in the
section headed “Specific Risk Associated with the
Proposed Restructuring” in this prospectus

“Application Form(s)” the WHITE  Application Form(s), YELLOW
Application Form(s) and BLUE Application Form(s) or
where the context so requires, any of them to be used
in connection with the Public Offer (other than the
Preferential Offering) or the Preferential Offering (as
applicable)
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“Articles” or “Articles of
Association”

“associate(s)”

“Assured Entitlement”

“BLUE Application Form(s)”

“Business Day”

‘4BVI97
“CAGR”

“Capital Reduction”

“Capital Reorganisation”

“Cash Advance”

“CCASS”

“CCASS Clearing Participant”

the amended and restated articles of association of the
Company conditionally approved and adopted on 22
May 2019, and to take effect on the Resumption Date,
a summary of which is contained in Appendix IV to
this prospectus

has the meaning ascribed to it under the Listing Rules

the entitlement of the Qualifying Shareholders to apply
for the Reserved Shares on an assured basis under the
Preferential Offering determined on the basis of their
respective shareholding in the Company on the Record
Date

the application form(s) to be used by the Qualifying
Shareholders to subscribe for the Reserved Shares
pursuant to the Preferential Offering

a day (excluding Saturday, Sunday and public holidays)
on which commercial banks are open for business in
Hong Kong

the British Virgin Islands
compound annual growth rate

the reduction of the nominal value of each issued Share
from HK$0.1 to HKS$0.01 each by cancelling the
paid-up capital to the extent of HK$0.09 on each of the
issued Shares as set out in resolution number one of
the EGM Notice

the reorganisation of the share capital of the Company
comprising the Capital Reduction, the Share
Consolidation and the Increase in Authorised Share
Capital, which is expected to become effective on 15
July 2019

the cash advance made by the Vendor to the Company
under the Supplemental Acquisition Agreement and the
Third Supplemental Acquisition Agreement for the
settlement of professional fees incurred by the
Company

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant
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“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Chairman’s Decision”

“Change in Board Lot Size”

’

“Change of Company Name’

“Circular”

“close associate(s)”

“Company”

“Companies Law”

“Companies Ordinance”

a person admitted to participate in CCASS as a
custodian participant

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

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

the decision by the chairman of the EGM to dis-apply
the votes cast by or on behalf of the Dissenting
Shareholder against all resolutions proposed at the
EGM pursuant to Article 77 of the Existing Articles

the change in board lot size from 2,000 Shares to 5,000
New Shares with effect from the effective date of the
Capital Reorganisation

the change of the English name of the Company from
“China Agrotech Holdings Limited” to “Da Yu Financial
Holdings Limited” and the adoption and registration of
the Chinese name “A&H&MEEKARAFR" as the dual
foreign name of the Company

the circular of the Company dated 27 April 2019 in
relation to, among other matters, the Proposed
Restructuring

has the meaning ascribed to it under the Listing Rules

China Agrotech Holdings Limited (In Liquidation) (to
be renamed as Da Yu Financial Holdings Limited), a
company incorporated in the Cayman Islands with
limited liability and the shares of which are listed on
the Main Board (stock code: 1073)

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

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise
modified from time to time
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“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Conditions”

“connected person(s)”
“core connected person(s)”

“Creditors”

“Creditors’ Scheme”

“Declaratory Summons”

“Deed of Non-Competition”

“Director(s)”

“Dissenting Shareholder”

the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of
Hong Kong)

the conditions precedent under the Acquisition
Agreement, the Subscription Agreements (or the New
Placing Agreement, as the case may be) and the
Underwriting Agreement

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

collectively the creditors of the Company who have a
claim against the Company as at the date on which the
Creditors’ Scheme becomes effective (for the avoidance
of doubt, shall not include the Vendor in respect of the
Cash Advance)

the scheme of arrangement to be entered into between
the Company and the Creditors, subject to the
sanctioning thereof by the Grand Court and the High
Court, which will be implemented in the Cayman
Islands and Hong Kong

a summons dated 12 June 2019 filed by the Company
seeking a declaration that the resolutions proposed at
the EGM were validly passed as declared by the
chairman of the EGM; and/or in the alternative, a
declaration that the votes of the Dissenting Shareholder
cast at the EGM in respect of the proposed capital
reduction of the Company be set aside and, disregarded
in determining whether the resolutions considered at
the EGM were passed

the deed of non-competition to be entered into by Mr.
Warren Lee in favour of the Company (for itself and
for the benefit of the members of the Enlarged Group)
regarding certain non-competition undertakings, details
of which are set out in the section headed
“Relationship with the Substantial Shareholder upon
Resumption — Non-Competition Undertakings” in this
prospectus

director(s) of the Company
the Shareholder which had casted votes against all
resolutions proposed at the EGM, which the chairman

of the EGM determined to be Perfect Gate Holdings
Limited
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“EGM”

“EGM Notice”

“Encumbrance”

“Enlarged Group”

“Event A”

“Excluded Company(ies)”

“Excluded Shareholder(s)”

“Executive”

“Existing Articles”

“Existing Shareholders”

“First Six-Month Period”

the extraordinary general meeting of the Company held
on 22 May 2019 to approve, among other matters, the
Capital Reorganisation, the Subscriptions, the New
Placing, the Public Offer, the Creditors’ Scheme, the
Acquisition, the Whitewash Waiver, the Special Deal,
the appointment of the Proposed Directors, the
adoption of Share Option Scheme, the Change of
Company Name and the adoption of the Memorandum
and the Articles of Association

the notice of the EGM dated 27 April 2019

any interest or equity (including any retention of title,
right to acquire, option or right of pre-emption) or any
mortgage, charge, pledge, lien, claim or assignment or
any other encumbrance, priority or security interest or
arrangement of whatsoever nature

the Group immediately following  Acquisition
Completion and the Creditors’ Scheme becoming
effective

has meaning ascribed to it under the key dates for the
Resumption set out on page 70 of this prospectus

all the existing subsidiaries which are directly or
indirectly held by the Company as at the Latest
Practicable Date

the Overseas Shareholder(s) whom, based on the legal
opinions provided by the relevant overseas legal
adviser(s) to the Company, the Liquidators are of the
opinion that it is necessary or expedient to exclude
from the Preferential Offering on account either of the
legal restrictions under the laws of the relevant place or
the requirements of the relevant regulatory body or
stock exchange in such places

the Executive Director of the Corporate Finance
Division of the SFC from time to time or any delegate

of the Executive Director

the articles of association of the Company in effect as
at the date of this prospectus

Shareholders as at the Record Date
the period from the date of this prospectus and ending

on the date which is six months from the Resumption
Date
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“Former Placing”

“Fourth Supplemental Acquisition
Agreement”

“FRR”

6‘GEM’9
“GEM Listing Rules”
“Grand Court”

“Grantee”

“Group”

“Governmental Authority”

“High Court”

the proposed placing of 888,888,889 New Shares,
which was replaced by the Subscriptions due to change
of the structure of the Proposed Restructuring

the fourth supplemental acquisition agreement dated 28
December 2018 entered into among the Vendor, the
Company and the Liquidators in relation to the
extension of the Long Stop Date and amendment of
certain terms of the Acquisition Agreement

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

GEM operated by the Stock Exchange
the Rules Governing the Listing of Securities on GEM
the Grand Court of Cayman Islands

any Participant who accepts an offer in accordance
with the terms of the Share Option Scheme, or where
the context so permits (in the case of any individual)
any person who is entitled to any option in
consequence of the death of the original Grantee
(including without limitation his/her legal personal
representative(s))

the Company and its subsidiaries, before Acquisition
Completion and the Creditors’ Scheme becoming
effective

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

the High Court of Hong Kong
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“High Watermark”

“HKFRS”

“HKSCC”

“HKSCC Nominees”
“HK$”

“Hong Kong”

“Hong Kong Branch Share

Registrar”

“Hua Yu”

“Increase in Authorised Share
Capital”

“Independent Placees”

in respect of each of the Management Agreement and
the New Management Agreement, (a) if a performance
fee has been paid during the management period or in
accordance with the previous management agreement,
the audited consolidated NAV (incorporating any
adjustment made for excluding effect of new issue of
securities of SHK and/or distribution to shareholders of
SHK) of SHK Group as at 31 December of the latest
financial year in which Yu Ming was entitled to a
performance fee; or (b) if no performance fee has been
paid during the term of that management agreement or
in accordance with the preceding management
agreement, the consolidated NAV of SHK Group on the
renewal date of (as the case may be) the Management
Agreement or the New Management Agreement

Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of the
PRC

Hong Kong Registrars Limited, the Hong Kong branch
share registrar and transfer office of the Company

Hua Yu Investment Management Limited, a company
incorporated in Hong Kong with limited liability on 29
July 1998 and was a subsidiary of Yu Ming until Yu
Ming disposed of its interest therein on 5 May 2015

the increase in the authorised share capital of the
Company from HK$300,000,000 to HK$1,000,000,000
immediately after the Capital Reduction and Share
Consolidation having become effective, as set out in
resolution number one of the EGM Notice

the placees who and whose ultimate beneficial owners
are Independent Third Parties and independent of the
Vendor and its connected persons to be procured by the
Placing Agent and/or the Underwriter under the New
Placing and the Public Offer respectively
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DEFINITIONS

“Independent Shareholders”

“Independent Third Parties”

“IPO(S)”
“JFIU”

“Last Trading Day”

“Latest Practicable Date”

“Licensed Representative”

“Liquidators”

“Listing Department”

“Listing Committee”

“Listing Rules”

Shareholders, other than (i) the Vendor, its close
associates and parties acting in concert with it; (ii) the
Creditors, their close associates and parties acting in
concert with any one of them, (iii) Ms. Chong, her
close associates and parties acting in concert with her;
(iv) the Underwriter, its close associates and parties
acting in concert with it; (v) Mr. Warren Lee, his close
associates and parties acting in concert with him; (vi)
the Yu Ming Team, their close associates and parties
acting in concert with them; (vii) those who are
involved in or interested in the Acquisition Agreement,
the Subscription Agreements, the New Placing
Agreement, the  Underwriting Agreement, the
Whitewash Waiver and/or the Special Deal; and (viii)
those who were required to abstain from voting under
the Takeovers Code and/or the Listing Rules in the
EGM

third party(ies) independent of the Company and its
connected persons as defined under the Listing Rules

initial public offering(s)
Joint Financial Intelligence Unit

18 September 2014, the last trading date of the Shares
before the Suspension

20 June 2019, being the latest practicable date prior to
the printing of this prospectus for the purpose of
ascertaining certain information contained in this
prospectus

an individual who is granted a licence under section
120(1) of the SFO to carry on one or more than one
regulated activity for a licensed corporation to which
he is accredited

Messrs. Stephen Liu Yiu Keung and David Yen Ching
Wai, the joint and several liquidators of the Company
as ordered by the High Court on 17 August 2015

the listing department of the Stock Exchange

the listing sub-committee of the directors of the Stock
Exchange

the Rules Governing the Listing of Securities on the
Stock Exchange
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DEFINITIONS

“Long Stop Date”

“Main Board”

“Management Agreement”

“Memorandum” or “Memorandum
of Association”

“Mr. Li”

“Mr. Warren Lee”

“Ms. Chong”

“Ms. Chong’s Subscription”

“Ms. Chong’s Subscription
Agreement”

“NAV”

“New Listing Application”

30 September 2019 or such later date as the parties to
the Acquisition Agreement may agree

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

the investment management agreement dated 20
November 2015 entered into between Yu Ming and
SHK relating to the extension of provision of asset
management services by Yu Ming to SHK for the
period from 1 January 2016 to 31 December 2018

the amended and restated memorandum of association
of the Company conditionally approved and adopted on
22 May 2019, and to take effect on the Resumption
Date, a summary of which is contained in Appendix IV
to this prospectus

Mr. Li Chi Kong, a director of Yu Ming and a
Proposed Director

Mr. Lee Wa Lun, Warren, the managing director of Yu
Ming and a Proposed Director, also a subscriber under
the YM Subscription

Ms. Chong Sok Un, M.H., the subscriber under the Ms.
Chong’s Subscription Agreement

the subscription of 512,698,586 Subscription Shares by
Ms. Chong pursuant to the Ms. Chong’s Subscription
Agreement

the conditional share subscription agreement dated 28
December 2018 entered into between the Company and
Ms. Chong in relation to the Ms. Chong’s Subscription,
which was terminated pursuant to the deed of
termination dated 14 June 2019

net asset value

the new listing application submitted by the Company
on 28 April 2017 to the Stock Exchange and renewed
on 6 November 2017, 11 October 2018 and 11 April
2019 relating to the Acquisition pursuant to the
requirements and procedures set out in Chapters 8 and
9 of the Listing Rules
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DEFINITIONS

“New Management Agreement”

“New Placing”

“New Placing Agreement”

“New Placing Price”

“New Placing Shares”

“New Share(s)”

“Offer Price”

“Offer Shares”

“Open Offer”

“Overseas Shareholder”

the investment management agreement dated 26 July
2018 entered into between Yu Ming and SHK relating
to the extension of provision of asset management
services by Yu Ming to SHK for the period from 1
January 2019 to 31 December 2021

the placing of the 512,698,586 Subscription Shares not
subscribed by Ms. Chong upon the lapse of the Ms.
Chong’s Subscription Agreement

the conditional placing agreement dated 28 December
2018 entered into between the Company and the
Placing Agent in respect of the New Placing

HK$0.52 per New Placing Share, the price at which the
New Placing Shares are to be allotted and issued to the
Independent Placees pursuant to the New Placing
Agreement

512,698,586 New Shares falling to be allotted and
issued pursuant to the New Placing Agreement

the ordinary share(s) of HK$0.1 each in the share
capital of the Company immediately following the
Capital Reorganisation becoming effective

HK$0.52 per Offer Share (exclusive of brokerage fee
of 1.0%, SFC transaction levy of 0.0027% and the
Stock Exchange trading fee of 0.005%), the price at
which the Offer Shares are to be offered under the
Public Offer

241,705,083 New Shares proposed to be issued under
the Public Offer (for the avoidance of doubt, including
the Reserved Shares)

the proposed open offer under the proposed
restructuring of the Group as detailed in the
announcement of the Company dated 17 May 2017,
which was subsequently replaced by the Preferential
Offering under the Public Offer

a Shareholder whose address as shown on the register

of members of the Company on the Record Date is in a
place outside Hong Kong
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DEFINITIONS

“Placing Agent”

“PO Independent Third
Party(ies)”

“PRC” or “China”

“Predecessor Companies

Ordinance”

“Preferential Offering”

“Proposed Director(s)”

“Proposed Restructuring”

“Public Offer”

Sun Hung Kai Investment Services Limited, a licensed
corporation under the SFO authorised to carry out Type
1 (dealing in securities) and Type 4 (advising on
securities) regulated activities, the placing agent in
relation to the New Placing

any person or company and their respective ultimate
beneficial owner(s) who are third parties independent
of the Company, the Proposed Directors, the Vendor,
Yu Ming, Ms. Chong, the Underwriter, Allied Group
and their subsidiaries (where applicable) and their
respective parties acting in concert, connected persons
and close associates within the meaning of the Listing
Rules before or immediately after completion of the
Public Offer

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

the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong) as in force from time to time before 3
March 2014

the preferential offering of the Reserved Shares to the
Qualifying Shareholders for subscription as Assured
Entitlement under the Public Offer

the person(s) proposed to be appointed as Director(s)
effective from Acquisition Completion or, as the case
may be, Resumption, details of whom are set out in the
section headed ‘“Proposed Directors and Senior
Management of the Enlarged Group” in this prospectus

the proposed restructuring of the Group, which under
current structure involving, among other things, the
Capital Reorganisation, the Creditors’ Scheme, the YM
Subscription, the New Placing, the Public Offer and the
Acquisition

the issue and offer of the Offer Shares for subscription
in Hong Kong for cash at the Offer Price, on and
subject to the terms and conditions set out in the
section headed “Structure and Conditions of the Public
Offer and the Preferential Offering” in this prospectus
and the Application Forms and, for the avoidance of
doubt, including the Preferential Offering
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DEFINITIONS

“Public Offer Prospectus
Documents”
“Public Shareholder(s)”

“Qualifying Shareholder(s)”

“Record Date”

“Reserved Shares”

“Responsible Officer”

“Resumption”

“Resumption Date”

“Resumption Proposal”

“RMB”

“Sale Shares”

“Scheme Administrators”

this prospectus and the Application Forms

the Shareholder(s) that are public, with public having
the meaning ascribed to it under the Listing Rules

the Shareholder(s) as at the Record Date other than the
Excluded Shareholders

Thursday, 27 June 2019, or such other date as may be
agreed among the parties to the Underwriting
Agreement for the determination of Assured
Entitlement under the Preferential Offering

150,264,780 Offer Shares being offered by the
Company pursuant to the Preferential Offering at the
Offer Price to the Qualifying Shareholders as Assured
Entitlement

Licensed Representative who is also approved as a
responsible officer under section 126 of the SFO to
supervise the regulated activity of the licensed
corporation to which he is accredited

the resumption of trading in the shares of the Company
on the Main Board

the date on which Resumption occurs

the resumption proposal dated 24 August 2016
submitted by the Company to the Stock Exchange, as
varied and amended from time to time

Renminbi, the lawful currency of the PRC

10,000,000 shares, being the entire issued share capital
of Yu Ming as at the date of the Acquisition Agreement
and on Acquisition Completion

Mr. Stephen Liu Yiu Keung and Mr. David Yen Ching
Wai, the scheme administrators or their successors
appointed pursuant to the terms of the Creditors’
Scheme
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DEFINITIONS

“Scheme Company A”

“Scheme Company B”

“Scheme Document”

“Scheme Meeting”

“Second Supplemental
Acquisition Agreement”

“SFC”

“SFO”

“Share(s)”

Grand Capital Limited, a company incorporated in
Hong Kong with limited liability, being a special
purpose vehicle held and controlled by the Scheme
Administrators or such other company as may be
nominated by the Scheme Administrators, for the
purpose of holding the proceeds of HK$80 million
from the Subscriptions (or in case of the lapse of the
Ms. Chong’s Subscription, the YM Subscription and the
New Placing) pursuant to the Creditors’ Scheme

Well Fund Limited, a company incorporated in Hong
Kong with limited liability, being a special purpose
vehicle held and controlled by the Scheme
Administrators or such other company as may be
nominated by the Scheme Administrators, for the
purpose of holding the Excluded Companies and other
rights and claims to be transferred to it by the
Company pursuant to the Creditors’ Scheme

the document despatched to the Creditors on 13 June
2019 with the approval of the Grand Court and the
High Court which includes, inter alia, an explanatory
statement and the schemes of arrangement in relation to
the Creditors’ Scheme

the meeting of the Creditors to be convened and held
on 5 July 2019 at the direction of the Grand Court and
the High Court for the purpose of considering and, if
thought fit, approving the Creditors’ Scheme

the second supplemental acquisition agreement dated
13 November 2017 entered into among the Vendor, the
Company and the Liquidators in relation to the
amendment of, among others, the payment term of the
Acquisition Consideration and the extension of the long
stop date

the Securities and Futures Commission of Hong Kong

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

the share(s) of HKS$0.1 in the share capital of the
Company prior to the Capital Reorganisation
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DEFINITIONS

“Share Consolidation”

“Share Option Scheme”

“Shareholders”

“SHK”

“SHK Board”
“SHK Exco”
“SHK Group”

“Special Deal”

“Sponsor” or ”Sole Sponsor”

“Stock Exchange”

“Subscribers”

“Subscription(s)”

the consolidation of 10 issued shares of the Company
immediately upon the Capital Reduction having become
effective into one share as set out in resolution number
one of the EGM Notice

the share option scheme conditionally approved and
adopted by the Shareholders at the EGM held on 22
May 2019, the principal terms of which are
summarised in the paragraph headed “D. Share Option
Scheme” in Appendix V to this prospectus

the holders of the share(s) of the Company from time
to time

SHK Hong Kong Industries Limited, a company
incorporated in Hong Kong with limited liability on 19
December 1989 and an indirect non-wholly owned
subsidiary of Allied Group, the shares of which are
listed on the Main Board (stock code: 666)

the board of directors of SHK
Executive Committee of the SHK Board
SHK and its subsidiaries

the proposed settlement of the indebtedness due to the
Creditors, who are Shareholders, under the Creditors’
Scheme, which constituted a special deal under Note 5
to Rule 25 of the Takeovers Code, which was no longer
applicable following the termination of the Ms.
Chong’s Subscription Agreement

Emperor Capital Limited, a licensed corporation under
the SFO authorised to carry out Type 1 (dealing in
securities) and Type 6 (advising on corporate finance)
regulated activities, which is appointed by the
Company as the sponsor for the New Listing
Application

The Stock Exchange of Hong Kong Limited

collectively, Ms. Chong (prior to the termination of the
Ms. Chong’s Subscription Agreement on 14 June 2019),
Mr. Warren Lee and the Yu Ming Team

the subscriptions of the Subscription Shares by the

Subscribers pursuant to the respective Subscription
Agreements
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DEFINITIONS

“Subscription Agreements”

“Subscription Price”

“Subscription Shares”

“Substantial Shareholder(s)”

“Supplemental Acquisition
Agreement”

“Suspension”

“Takeovers Code”

“Third Supplemental Acquisition
Agreement”

“Track Record Period”

“Underwriter” or “Sole
Underwriter”

E3]

“Underwriting Agreement

“Underwritten Shares”

collectively, the Ms. Chong’s Subscription Agreement
and the YM Subscription Agreement

HK$0.52 per Subscription Share, the price at which the
Subscription Shares are to be allotted and issued under
the Subscriptions

the New Shares to be subscribed for by the Subscribers
pursuant to the Subscription Agreements, and each, a
Subscription Share

has the meaning ascribed to it under the Listing Rules

the supplemental acquisition agreement dated 7
February 2017 entered into among the Vendor, the
Company and the Liquidators in relation to the
amendment of certain terms of the Acquisition
Agreement

the suspension of trading in the Shares since 1:00 p.m.
on 18 September 2014

the Hong Kong Codes on Takeovers and Mergers and
Shares Buy-backs

the third supplemental acquisition agreement dated 2
October 2018 entered into among the Vendor, the
Company and the Liquidators in relation to the
amendments of, among others, the amount and timing
of the Cash Advance, the conditions to the Acquisition
Completion and the extension of the Long Stop Date

the three financial years ended 31 December 2018

Sun Hung Kai Investment Services Limited, a licensed
corporation under the SFO authorised to carry out Type
1 (dealing in securities) and Type 4 (advising on
securities) regulated activities, the underwriter in
relation to the Public Offer (including the Preferential
Offering)

the underwriting agreement dated 27 June 2019 entered
into among the Company, the Liquidators, Mr. Warren
Lee, the Sponsor and the Underwriter in relation to the
Public Offer (including the Preferential Offering)

241,705,083 Offer Shares, being the total number of
the Offer Shares and are fully underwritten by the
Underwriter pursuant to the Underwriting Agreement
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DEFINITIONS

“Untaken Reserved Shares”

“Vendor”

“Whitewash Waiver”

“WHITE Application Form(s)”

“YELLOW Application Form(s)”

“YM Subscription”

“YM Subscription Agreement”

“YM Subscription Shares”

“Yu Ming”

Reserved Shares not taken up by the Qualifying
Shareholders under the Assured Entitlement

Fine Era Limited, a company incorporated in the BVI
with limited liability on 3 May 2007 and an indirect
wholly-owned subsidiary of Allied Group

a waiver pursuant to Note 1 on Dispensations from
Rule 26 of the Takeovers Code to be granted by the
Executive in respect of the obligations of Ms. Chong to
make a mandatory general offer to the Shareholders in
respect of all Shares and the securities of the Company
not already owned or agreed to be acquired by her and
parties acting in concert with her as a result of her
subscription of 512,698,586 Subscription Shares under
the Ms. Chong’s Subscription Agreement, which was
no longer applicable following the termination of the
Ms. Chong’s Subscription Agreement

the application form(s) for the Offer Shares (other than
the Reserved Shares) for use by the public who
require(s) such Offer Shares to be issued in the
applicant’s/ applicants’ own name(s)

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

the subscription of 284,750,000 Subscription Shares by
Mr. Warren Lee and the Yu Ming Team pursuant to the
YM Subscription Agreement

the conditional share subscription agreement dated 28
December 2018 entered into among the Company, Mr.
Warren Lee and the Yu Ming Team in relation to the
YM Subscription

284,750,000 New Shares in aggregate to be subscribed
for by Mr. Warren Lee and Yu Ming Team pursuant to
the YM Subscription Agreement

Yu Ming Investment Management Limited (& &% &4
HAWATE), a company incorporated in Hong Kong
with limited liability on 4 July 1996 and a licensed
corporation under the SFO authorised to carry out Type
1 (dealing in securities), Type 4 (advising in securities),
Type 6 (advising in corporate finance) and Type 9
(asset management) regulated activities
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DEFINITIONS

“Yu Ming Team” the employees of Yu Ming other than Mr. Warren Lee,
whose identities are set out in the Circular

“ZHONGHUI ANDA” ZHONGHUI ANDA CPA Limited, being the auditor
and reporting accountants of the Company

“%” per cent.

Certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments. Accordingly, figures shown as the currency conversion or
percentage equivalents may not be an arithmetic sum of such figures.

The English names of the Chinese nationals, companies, entities, departments,
facilities, certificates, titles and the like are translation of their Chinese names and are
included in this prospectus for identification purpose only and should not be regarded as
their official English translation. In the event of any inconsistency, the Chinese name
prevails. English translation of company names in Chinese or another language which are
marked with “*” are for identification purpose only.

The English language version of this prospectus has been translated into Chinese
language and English and Chinese versions of this prospectus are being published
separately. If there should be any inconsistency between the English and Chinese versions,
the English version shall prevail.
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CORPORATE INFORMATION

The following sets out the corporate information relating to the Enlarged Group on

Resumption.

Registered office

Headquarters and principal
place of business in Hong
Kong upon Acquisition
Completion

Authorised representatives

Company secretary

Compliance adviser

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Room 1801, 18th Floor
Allied Kajima Building
138 Gloucester Road
Wanchai

Hong Kong

Mr. Li Chi Kong

Flat F, 24th Floor, Block 16
Yee Tsui Court

South Horizons

Ap Lei Chau

Hong Kong

Mr. Lee Wa Lun Warren
Flat B, 12th Floor, Tower 2
Tregunter

14 Tregunter Path

Hong Kong

Mr. Lee Hon Sang
Certified Public Accountant
Flat D, 21st Floor, Block 5
The Green Wood

Laguna Verde

Hung Hom, Kowloon

Hong Kong

Emperor Capital Limited

A corporation licensed to carry out type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO

23rd Floor, Emperor Group Centre

288 Hennessy Road

Wanchai

Hong Kong
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CORPORATE INFORMATION

Principal share registrar and Conyers Trust Company (Cayman) Limited
transfer office Cricket Square
Hutchins Drive
PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

Hong Kong Branch Share Hong Kong Registrars Limited
Registrar Shops 1712-1716, 17th Floor
Hopewell Centre
183 Queen’s Road East
Wanchai
Hong Kong

Principal banker(s) OCBC Wing Hang Bank Limited
161 Queen’s Road Central
Hong Kong

BNP Paribas Hong Kong Branch

63" Floor, Two International Finance Centre
8 Finance Street

Central, Hong Kong

Company’s website www.irasia.com/listco/hk/chinaagrotech/
(information contained in this website does not form
part of this prospectus)

Audit committee Mr. Chan Sze Chung (Chairman)
Mr. Suen Chi Wai
Mr. Sum Wai Kei Wilfred

Nomination committee Mr. Li Chi Kong (Chairman)
Mr. Chan Sze Chung
Mr. Suen Chi Wai
Mr. Sum Wai Kei Wilfred

Remuneration committee Mr. Sum Wai Kei Wilfred (Chairman)
Mr. Chan Sze Chung
Mr. Li Chi Kong
Mr. Suen Chi Wai
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PROPOSED DIRECTORS AND PARTIES INVOLVED

The Company has no Directors as at the Latest Practicable Date.

The following are the Proposed Directors effective immediately following Acquisition
Completion:

Name Address Nationality
Executive Directors

Mr. Lee Wa Lun, Warren Flat B, 12* Floor British
(ZETEAfm o) Tower 2
Tregunter
14 Tregunter Path
Hong Kong

Mr. Lam Chi Shing (MESEA:) Flat F, 6" Floor Chinese
Block 1
Sceneway Garden
Lam Tin, Kowloon
Hong Kong

Ms. Li Ming (Z=#4+) Flat A, 3" Floor Chinese
28 Broadway
Mei Foo Sun Chuen

Lai Chi Kok
Kowloon
Hong Kong
Non-executive Director
Mr. Li Chi Kong Flat F, 24" Floor British
(Z=ER A Block 16

Yee Tsui Court
South Horizons
Ap Lei Chau
Hong Kong

- 33 —



PROPOSED DIRECTORS AND PARTIES INVOLVED

The following are the Proposed Directors effective from Resumption:
Name Address Nationality

Independent non-executive Directors

Mr. Chan Sze Chung Room D, 22" Floor Chinese
(BB TR SEAE) Block 5
Castello

69 Siu Lek Yuen Road
Shatin, New Territories

Hong Kong
Mr. Suen Chi Wai Flat F, 45™ Floor Chinese
(FHEEEE) Tower 1
City Point

48 Wing Shun Street
Tsuen Wan, New Territories

Hong Kong
Mr. Sum Wai Kei, Wilfred Flat I, 11" Floor Chinese
(A fEHE e AE) Hilltop Mansions

60 Cloud View Road
North Point
Hong Kong
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PROPOSED DIRECTORS AND PARTIES INVOLVED

Sponsor to the Company

Financial adviser to the
Company

Underwriter

Legal advisers to the Company

Legal advisers to the Sponsor

Emperor Capital Limited

A corporation licensed to carry out type 1 (dealing in
securities) and type 6 (advising on corporate finance)
regulated activities under the SFO

23rd Floor, Emperor Group Centre

288 Hennessy Road

Wanchai

Hong Kong

Lego Corporate Finance Limited

A corporation licensed to carry out type 6
(advising on corporate finance)
under the SFO

Room 1601, 16th Floor

China Building

29 Queen’s Road Central

Hong Kong

regulated activity

Sun Hung Kai Investment Services Limited

A corporation licensed to carry out type 1 (dealing in
securities) and type 4 (advising on securities) regulated
activities under the SFO

42nd Floor

Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

As to Hong Kong Laws:
Michael Li & Co.

19th Floor, Prosperity Tower
No. 39 Queen’s Road Central
Central

Hong Kong

As to Cayman Islands Laws:
Harney Westwood & Riegels
3501, The Center

99 Queen’s Road Central
Hong Kong

Vincent T.K. Cheung, Yap & Co.
11th Floor

Central Building

1-3 Pedder Street

Central

Hong Kong
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PROPOSED DIRECTORS AND PARTIES INVOLVED

Legal advisers to the
Underwriter

Auditor and reporting
accountants to the Company

Reporting accountants to Yu
Ming and proposed auditor of
the Company after
Resumption

Receiving bank

Ropes & Gray

44th Floor

One Exchange Square
8 Connaught Place
Central

Hong Kong

ZHONGHUI ANDA CPA Limited
Unit 701, 7th Floor

Citicorp Centre

18 Whitfield Road

Causeway Bay

Hong Kong

BDO Limited

25th Floor

Wing On Centre

111 Connaught Road Central
Hong Kong

Industrial and Commercial Bank of China (Asia)
Limited

33rd Floor

ICBC Tower

3 Garden Road

Central

Hong Kong
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LETTER FROM THE LIQUIDATORS

CHINA AGROTECH HOLDINGS LIMITED
ERBENEEEERAD

(In Liquidation)
(To be renamed as Da Yu Financial Holdings Limited X & 4 fi# M A BR 2 w])
(Incorporated in the Cayman Islands with limited liability)

Liquidators: Registered office:

Mr. Stephen Liu Yiu Keung Cricket Square

Mr. David Yen Ching Wai Hutchins Drive
P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Head office and principal place of
business in Hong Kong:

22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

28 June 2019

To the Qualifying Shareholders and, for information only, the Excluded Shareholders
Dear Sir or Madam,

PUBLIC OFFER WITH PREFERENTIAL OFFERING
INTRODUCTION

References are made to (i) the Circular in relation to, among other things, the YM
Subscription, the New Placing, the Creditors’ Scheme, the Acquisition and the Public Offer;
and (ii) the subsequent announcements of the Company dated 29 May 2019, 30 May 2019, 5
June 2019, 13 June 2019, 14 June 2019, 19 June 2019, 20 June 2019 and 21 June 2019.

Trading in the Shares on the Stock Exchange has been suspended since 1:00 p.m. on 18
September 2014. The Company was placed into the third delisting stage under Practice Note
17 to the Listing Rules by the Listing Department and the Resumption was subject to
conditions imposed by the Stock Exchange. On 9 February 2015, the Company was ordered
by the High Court to be wound up. On 24 August 2016, the Company submitted the
Resumption Proposal containing, among others, the Acquisition which constitutes a very
substantial acquisition and a reverse takeover for the Company under Chapter 14 of the
Listing Rules, to the Stock Exchange. The Company filed and renewed the New Listing
Application on 28 April 2017, 6 November 2017, 11 October 2018 and 11 April 2019. The
Stock Exchange granted the in-principle approval to the New Listing Application and the
despatch of the Circular on 24 April 2019 and the Circular was despatched on 27 April
2019.

*  For identification purpose only
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LETTER FROM THE LIQUIDATORS

Pursuant to the Acquisition Agreement, the Company will acquire the entire share
capital of Yu Ming at a consideration of HK$400.0 million, which will be satisfied by the
Company in cash within three days upon Acquisition Completion. Upon Acquisition
Completion, Yu Ming will become a wholly-owned subsidiary of the Company. As at the
Latest Practicable Date, Yu Ming is an indirect wholly-owned subsidiary of Allied Group
and is a licensed corporation under the SFO authorised to carry out Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type
9 (asset management) regulated activities.

The Company does not intend to continue the existing businesses of the Group after
Resumption. The Excluded Companies, being all the existing subsidiaries of the Company,
will be divested pursuant to the Creditors’ Scheme. Immediately following Acquisition
Completion and the Creditors’ Scheme becoming effective, the Enlarged Group will only
consist of the Company and Yu Ming. After Acquisition Completion, the Enlarged Group
will be principally engaged in the provision of corporate finance advisory services and asset
management services. Other than the transactions contemplated under the Proposed
Restructuring and the introduction of the business of Yu Ming, the Company does not intend
to introduce any major change to the Enlarged Group’s business.

Please refer to the Circular for details of transactions contemplated under the Proposed
Restructuring, including the YM Subscription, the New Placing, the Creditors’ Scheme and
the Acquisition.

On 22 May 2019, relevant resolutions approving the transactions contemplated under
the Proposed Restructuring, including, among others, the Capital Reorganisation, the
Subscriptions, the New Placing (if Ms. Chong’s Subscription Agreement lapses), the
Creditors’ Scheme, the Acquisition, the Public Offer (including the Preferential Offering),
the Whitewash Waiver and the Special Deal were duly passed at the EGM following the
Chairman’s Decision. For details of transactions contemplated under the Proposed
Restructuring, including the Subscriptions, the New Placing (if Ms. Chong’s Subscription
Agreement lapses) and the Acquisition, please refer to the Circular.

On 4 June 2019, at the Hearing before the Grand Court, the Company informed the
Grand Court of the votes cast by the Dissenting Shareholder against the proposed resolutions
relating to the Proposed Restructuring at the EGM and the Chairman’s Decision. To avoid
potential dispute from the Dissenting Shareholder, the Grand Court directed and the
Company filed the Declaratory Summons dated 12 June 2019 seeking a declaration that the
resolutions proposed at the EGM were validly passed as declared by the chairman of the
EGM; and/or in the alternative, a declaration that the votes of the Dissenting Shareholder
cast at the EGM in respect of the proposed capital reduction of the Company be set aside
and disregarded in determining whether the resolutions considered at the EGM were passed.
The Grand Court has listed the hearing of the Declaratory Summons and the application for
confirmation of the Capital Reduction on 5 July 2019. The Grand Court further directed that
if the Dissenting Shareholder, or any other shareholder of the Company, wishes to appear
and be heard in relation to the application to reduce the capital of the Company on 5 July
2019, that party must provide the Company with written notice of the intention to appear
and be heard and must file and serve any evidence in support of their position by 26 June
2019. As at the Latest Practicable Date, no written notice was received by the Company. It
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is expected that the Capital Reduction will be confirmed by the Grand Court shortly after
the hearing to be held on 5 July 2019 and the Capital Reorganisation will become effective
on 15 July 2019. Plesae refer to the section headed “Specific Risk Associated with the
Proposed Restructuring” in this prospectus for further details.

Pursuant to the order dated 30 April 2019 and the order dated 11 June 2019, the Grand
Court and the High Court has respectively directed, among others, the Scheme Meeting to
be convened for the purpose of considering and, if thought fit, approving the Creditors’
Scheme. The Scheme Document was despatched to the Creditors on 13 June 2019 and the
Scheme Meeting will be held on 5 July 2019. Subject to the approval of the Creditors’
Scheme by the Creditors at the Scheme Meeting, hearing for sanctioning the Creditors’
Scheme by the Grand Court and the High Court will be held on 8 July 2019 (Cayman
Islands time) and 9 July 2019 (Hong Kong time) respectively. It is expected that the
Creditors’ Scheme will become effective on or before 15 July 2019.

As part of the structure of the Proposed Restructuring, the Company proposes to raise
in aggregate approximately HK$125.7 million, before expenses, by way of the Public Offer
of 241,705,083 Offer Shares.

The purpose of this prospectus is to provide you with, among other things, further
details of (i) the Public Offer and the Preferential Offering (including the procedures for
application and payment for the Offer Shares and/or Reserved Shares); (ii) the financial
information of Yu Ming and the Group; and (iii) the general information of Yu Ming and the
Group.

THE YM SUBSCRIPTION AND THE NEW PLACING FOLLOWING LAPSE OF
MS. CHONG’S SUBSCRIPTION

The Company entered into (i) the Ms. Chong’s Subscription Agreement on 28
December 2018 with Ms. Chong for the allotment and issue to Ms. Chong of 512,698,586
Subscription Shares, representing approximately 45.0% of the enlarged shareholding in the
Company upon completion of the Subscriptions and the Public Offer; and (ii) the YM
Subscription Agreement on 28 December 2018 with Mr. Warren Lee and the Yu Ming Team
for the allotment and issue to Mr. Warren Lee and the Yu Ming Team of 227,250,000
Subscription Shares and 57,500,000 Subscription Shares, representing approximately 19.9%
and 5.0% of the enlarged shareholding in the Company upon completion of the Subscriptions
and the Public Offer respectively.

Each of Mr. Warren Lee and the Yu Ming Team agrees that he/she will upon
completion of the YM Subscription provide a non-disposal undertaking to the Stock
Exchange and the Company that he/she will not dispose of any of his/her interests in the
Company for, in respect of Mr. Warren Lee, Ms. Li Ming and Mr. Lam Chi Shing, all being
proposed executive Directors, a period of one year and in respect of the rest of the Yu Ming
Team, a period of six months, after Resumption.

As fall back for the lapse of Ms. Chong’s Subscription Agreement, the Company
entered into the New Placing Agreement with the Placing Agent for the placing of the
512,698,586 Subscription Shares not subscribed by Ms. Chong to not less than ten
Independent Placees (which may include Ms. Chong) at the New Placing Price of HK$0.52
per New Placing Share on a best efforts basis where none of the Independent Placees will
become a substantial shareholder of the Company following completion of the YM
Subscription, the Public Offer and the New Placing.
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On 14 June 2019, the Company and Ms. Chong entered into a deed of termination to
terminate the Ms. Chong’s Subscription Agreement so as to expedite the completion of the
transactions contemplated under the Proposed Restructuring. With the termination of the Ms.
Chong Subscription Agreement, the Proposed Restructuring will be carried on with the New
Placing and the YM Subscription. Accordingly, the transactions contemplated under the
Proposed Restructuring will no longer be subject to the Takeovers Code, and the Whitewash
Waiver and consent to the Special Deal are no longer applicable.

THE PUBLIC OFFER AND THE PREFERENTIAL OFFERING

As part of the Proposed Restructuring, the Company proposes to raise in aggregate
approximately HKS$125.7 million, before expenses, by way of the Public Offer of
241,705,083 Offer Shares, among which 150,264,780 Offer Shares will be offered as
Reserved Shares to the Qualifying Shareholders under the Preferential Offering and the
remaining 91,440,303 Offer Shares will be offered to the public, representing approximately
62.2% and 37.8% of the total number of Offer Shares under the Public Offer respectively, at
the Offer Price of HK$0.52 per Offer Share.

Issue statistics of the Public Offer

Number of Offer Shares : 241,705,083 Offer Shares, including 150,264,780
Reserved Shares under the Preferential Offering
(subject to reallocation)

Basis of the Preferential : three (3) Offer Shares for every twenty (20) Shares
Offering (equivalent to two (2) New Shares upon the Capital
Reorganisation becoming effective) held on the
Record Date

Offer Price : HK$0.52 per Offer Share (payable in full upon
application, plus brokerage fee of 1.0%, SFC
transaction levy of 0.0027% and the Stock
Exchange trading fee of 0.005%, subject to refund)

Number of Shares in issue as at : 1,001,765,216 Shares, equivalent to 100,176,521
the Latest Practicable Date New Shares upon the Capital Reorganisation
becoming effective

Underwriter : Sun Hung Kai Investment Services Limited

Underwriting commission : 2.0%

The Public Offer will be fully underwritten by the Underwriter for the aggregate
241,705,083 Offer Shares. Save and except that the Underwriter and its ultimate beneficial
owner(s) are the associates of Allied Group, they are Independent Third Parties.

The Company has no outstanding options, warrants, derivatives or convertible securities

in issue which confer any rights to subscribe for, convert or exchange into the Shares as at
the Latest Practicable Date.
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The Company has not procured any undertaking and has not received any undertaking
provided by any Shareholder to subscribe for the Reserved Shares under his/her/its Assured
Entitlement under the Preferential Offering or any arrangement that may have an effect on
the Public Offer.

The Offer Shares

Assuming the Capital Reorganisation having become effective, the 91,440,303 Offer
Shares for initial offering to the public and 150,264,780 Reserved Shares for offering to the
Qualifying Shareholders represent: (i) approximately 91.3% and 1.5 times of the total
number of issued New Shares as at the Latest Practicable Date; (ii) approximately 26.7%
and 44.0% of the issued share capital of the Company as enlarged by the allotment and issue
of the Offer Shares; and (iii) approximately 8.1% and 13.2% of the issued share capital of
the Company as enlarged by the allotment and issue of the YM Subscription Shares, the
New Placing Shares and the Offer Shares respectively.

The Offer Price

The Offer Price of HK$0.52 per Offer Share is equivalent to the Subscription Price,
which represents:

(i) a discount of approximately 78.8% to the theoretical closing price of HK$2.45 per
New Share based on the closing price of HK$0.245 per Share (before the Capital
Reorganisation has become effective) as quoted on the Stock Exchange on the
Last Trading Day;

(ii) a discount of approximately 78.7% to the average theoretical closing price of
HK$2.446 per New Share based on the average of the closing price of HK$0.2446
per Share (before the Capital Reorganisation has become effective) as quoted on
the Stock Exchange for the five trading days up to and including the Last Trading
Day;

(iii) a discount of approximately 78.0% to the average theoretical closing price of
HK$2.366 per New Share based on the average of the closing price of HK$0.2366
per Share (before the Capital Reorganisation has become effective) as quoted on
the Stock Exchange for the 10 trading days up to and including the Last Trading
Day;

(iv) a discount of approximately 59.8% to the theoretical ex-entitlement price of
approximately HK$1.292 per New Share based on the theoretical closing price of
HK$2.45 per New Share based on the closing price of HK$0.245 per Share
(before the Capital Reorganisation has become effective) as quoted on the Stock
Exchange on the Last Trading Day; and

(v) a premium of approximately HK$10.01 over the Group’s unaudited consolidated
net deficit per New Share of approximately HK$9.49 as at 31 December 2018.
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The net price per Offer Share (after deduction of underwriting commission) will be
approximately HK$0.51. The Offer Price is identical to the Subscription Price, which were
determined after taken into account the prevailing financial position of the Company and the
amount of funds required to be raised by the Company. Based on the foregoing, the
Liquidators are of the view that the Offer Price is fair and reasonable.

Applicants for the Public Offer will be required to pay the Offer Price of HK$0.52 per
Offer Share plus brokerage of 1.0%, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%, amounting to a total of HK$2,626.20 for each board lot of 5,000
New Shares. If an application is rejected, not accepted or accepted in part only,
arrangements will be made to refund the application monies or the appropriate portion
thereof (including brokerage, SFC transaction levy and the Stock Exchange trading fee) to
the applicants, without interest.

Basis of Assured Entitlement

In order to enable the Existing Shareholders to participate in the Public Offer on a
preferential basis as to allocation, Qualifying Shareholders are entitled to apply for an
aggregate of 150,264,780 Reserved Shares under the Preferential Offering on the basis of
Assured Entitlement of three (3) Offer Shares for every integral multiple of twenty (20)
Shares (equivalent to two (2) New Shares upon the Capital Reorganisation becoming
effective) held by the Qualifying Shareholders on the Record Date. Application for all or
any part of a Qualifying Shareholder’s Assured Entitlement should be made by completing
the BLUE Application Form and lodging the same with a remittance for the Reserved
Shares being applied for.

Qualifying Shareholders should note that Assured Entitlement to Reserved Shares may
not represent a number of a full board lot of 5,000 New Shares. Further, there is no
fractional entitlements to the Reserved Shares; the Reserved Shares allocated to a Qualifying
Shareholder will be rounded down to the nearest whole number if required. Qualifying
Shareholders should note that dealings in odd lots of the New Shares may be at a price
below the prevailing market price for full board lots.

Qualifying Shareholders who hold less than twenty (20) Shares (equivalent to two (2)
New Shares upon the Capital Reorganisation becoming effective) on the Record Date will
not have an Assured Entitlement to Reserved Shares under the Preferential Offering and
therefore will be entitled to participate in the Preferential Offering by applying for excess
Reserved Shares only, and such application will only be satisfied to the extent there are
sufficient available Reserved Shares as described below.

If the Public Offer is terminated, the Preferential Offering will not proceed.
Basis of allocation for applications for Reserved Shares

Qualifying Shareholders may apply on a BLUE Application Form for a number of
Reserved Shares which is greater than, less than or equal to their Assured Entitlement under

the Preferential Offering or may apply only for excess Reserved Shares under the
Preferential Offering.
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A valid application for a number of Reserved Shares which is less than or equal to a
Qualifying Shareholder’s Assured Entitlement under the Preferential Offering will be
accepted in full, subject to the terms and conditions set out in the BLUE Application Form
and assuming the conditions of the Public Offer are satisfied and the Public Offer is not
terminated.

Where a Qualifying Shareholder applies for a number of Reserved Shares which are
greater than the Qualifying Shareholder’s Assured Entitlement under the Preferential
Offering, the relevant Assured Entitlement will be satisfied in full, subject to the
aforementioned terms and conditions and set forth on the BLUE Application Form, but the
excess portion of such application will only be satisfied to the extent that there are sufficient
Reserved Shares available as described below resulting from other Qualifying Shareholders
declining to take up some or all of their Assured Entitlement by way of allocation by the
Underwriter on a fair and reasonable basis. Such allocation basis is consistent with the
allocation basis commonly used in the case of over-subscriptions in public offerings in Hong
Kong, where a higher allocation percentage will be applied in respect of smaller applications
of excess Reserved Shares.

Untaken Reserved Shares, after satisfying excess applications for Reserved Shares, will
be allocated to the Public Offer.

Basis of allocations for excess Reserved Shares

Qualifying Shareholders who intend to apply for excess Reserved Shares must apply
for a number which is one of the numbers set out in the table of numbers in the BLUE
Application Form (except HKSCC Nominees) and make a payment of the corresponding
amount.

Where a Qualifying Shareholder applies for excess Reserved Shares under the
Preferential Offering, such application will only be satisfied to the extent that there are
sufficient Reserved Shares available as described below.

To the extent that the excess applications for the Reserved Shares are:

(a) less than the Untaken Reserved Shares, such Untaken Reserved Shares will first
be allocated to satisfy such excess applications for the Reserved Shares in full and
thereafter will be allocated to the Public Offer;

(b) equal to the Untaken Reserved Shares, the Untaken Reserved Shares will be
allocated to satisfy such excess applications for the Reserved Shares in full; or

(¢) more than the Untaken Reserved Shares, the Untaken Reserved Shares will be
allocated on a fair and reasonable basis consistent with the allocation basis
commonly used in the case of over-subscriptions in public offerings in Hong
Kong, where a higher allocation percentage will be applied in respect of smaller
applications for smaller number of shares. No preference will be given to any
excess applications made to top up odd lot holdings to whole lot holdings of New
Shares.
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Shareholders (not being Excluded Shareholders) whose New Shares are held by a
nominee company should note that the Company will regard the nominee company as a
single Shareholder according to the register of members of the Company. Accordingly, such
Shareholders whose New Shares are held by a nominee company should note that the
arrangement under paragraph (c) above will not apply to them individually. Any
Shareholders (not being Excluded Shareholders) whose New Shares are registered in the
name of a nominee, trustee or registered holder in any other capacity should make
arrangements with such nominee, trustee or registered holder in relation to applications for
Reserved Shares under the Preferential Offering. The Hong Kong Branch Share Registrar
will allocate the Reserved Shares under the Preferential Offering to the Qualifying
Shareholders in accordance with the allocation basis mentioned above.

No transfer of nil-paid entitlements

Assured Entitlement of the Qualifying Shareholders to Reserved Shares are not
transferable. There will be no trading in nil-paid entitlements on the Stock Exchange.

Status of the Offer Shares

The Offer Shares, when allotted, issued and fully paid, will rank pari passu in all
respects with the then existing New Shares in issue on the date of allotment and issue of the
Offer Shares. Holders of such Offer Shares will be entitled to receive all future dividends
and distributions which are declared after the date of allotment and issue of the Offer
Shares.

Qualifying Shareholders

The Preferential Offering is only available to the Qualifying Shareholders. The
Company will send this prospectus and the BLUE Application Form to the Qualifying
Shareholders only. For the Excluded Shareholders, the Company will send copies of this
prospectus to them for their information only, no Application Form will be sent to the
Excluded Shareholders. To qualify for the Preferential Offering, a Shareholder must, at the
close of business on the Record Date: (i) be registered as a member of the Company on the
register of members of the Company; and (ii) not be an Excluded Shareholder. As at the
Record Date, there were 130 Shareholders on the register of members of the Company.

For the avoidance of doubt, the Subscribers and the Independent Placees are not
Qualifying Shareholders and will not be entitled to the Assured Entitlement.

Pursuant to the undertakings provided by the Proposed Directors, the Yu Ming Team,
the Vendor and Allied Group, save for Mr. Warren Lee and the Yu Ming Team under the YM
Subscription, each of them shall not and shall procure their respective associates not to
acquire any Shares prior to the Resumption. Other than the entering into of the YM
Subscription Agreement, none of Allied Group, Mr. Warren Lee and the Yu Ming Team and
parties acting in concert with any of them has (i) acquired or disposed of or entered into any
agreement or arrangement to acquire or dispose of any voting rights in the Company within
the six months prior to the date of the YM Subscription Agreement and up to the Latest
Practicable Date; or (ii) dealt in the shares of the Company during the relevant period. In
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such regards, (i) the Proposed Directors (including Mr. Warren Lee) and their associates; (ii)
the Yu Ming Team and their associates; and (iii) any of the associates and associated
companies of Allied Group will not participate in the Public Offer and since they are not a
Shareholder, they will not be entitled to the Preferential Offering.

Excluded Shareholders

The Public Offer Prospectus Documents will not be registered under the applicable
securities legislation of any jurisdiction other than Hong Kong.

According to the register of members of the Company as at the Record Date, there was
one Overseas Shareholder holding 15,600 Shares whose registered address is in the PRC,
representing approximately 0.002% of the issued share capital of the Company as at the
Record Date. In compliance with the necessary requirements of the Listing Rules, the
Liquidators have made enquiries regarding the feasibility of extending the Preferential
Offering to the Overseas Shareholder. Based on the advice provided by the legal advisers as
to the laws of the PRC, as at the Record Date, the laws of the PRC impose no restrictions
on extending the Preferential Offering to Overseas Shareholders located in the PRC, and the
Company is not required to obtain any approvals for the despatch of this prospectus and/or
the BLUE Application Form to such Overseas Shareholder. Accordingly, there is no
Excluded Shareholder as at the Record Date.

Save as described above, no action has been taken to permit the Preferential Offering,
or the distribution of this prospectus and/or the BLUE Application Form, in any territory or
jurisdiction outside Hong Kong. Accordingly, no person receiving a copy of this prospectus
and/or the BLUE Application Form in any territory or jurisdiction outside Hong Kong may
treat it as an offer or invitation to apply for the Offer Shares and/or Reserved Shares, unless
in the relevant jurisdiction such an offer or invitation could lawfully be made without
compliance with any registration or other legal or regulatory requirements. Persons into
whose possession this prospectus and/or the BLUE Application Form(s) come (including
without limitation, agents, custodians, nominees and trustees) should inform themselves of,
and observe, any such restriction. Any failure to comply with such restriction may constitute
a violation of the securities law of any such jurisdiction. Receipt of this prospectus and/or
the BLUE Application Form(s) does not and will not constitute an offer in those jurisdiction
in which it would be illegal to make an offer and, in those circumstances, this prospectus
and/or the BLUE Application Form(s) must be treated as sent for information only and
should not be copied or redistributed.

It is the responsibility of the Qualifying Shareholders outside Hong Kong wishing to
make an application for the Offer Shares and/or Reserved Shares to satisfy himself/herself/
itself before acquiring any rights to subscribe for the Offer Shares and/or Reserved Shares as
to the observance of the laws and regulations of all relevant territories, including the
obtaining of any governmental or other consents, and to pay any taxes and duties required to
be paid in such territory in connected therewith. Any application for the Offer Shares and/or
Reserved Shares by any person will be deemed to constitute a representation and warranty
from such person to the Company that these local laws and requirements have been fully
complied with. If you are in doubt as to your position, you should consult your own
professional advisers. The Company reserves the right to refuse to accept any application for
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the Offer Shares and/or Reserved Shares where it believes that doing so would violate the
applicable securities or other laws or regulations of any jurisdiction. For the avoidance of
doubt, neither Hong Kong Securities Clearing Company Limited nor HKSCC Nominees will
give, or be subject to, any of the above representation and warranty.

Application procedures

The procedures for application under and the terms and conditions of the Preferential
Offering are set out in “How to Apply for Offer Shares and Reserved Shares — 3. Applying
for Offer Shares” and on the BLUE Application Forms.

Application for listing

The Company has applied to the Listing Committee for the listing of, and permission
to deal in, the Offer Shares. Subject to the granting of the approval for the listing of, and
permission to deal in, the Offer Shares on the Stock Exchange, the Offer Shares will be
accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the respective commencement date of dealings in the Offer Shares on the
Stock Exchange or such other date as determined by HKSCC. Settlement of transactions
between participants of the Stock Exchange on any trading day is required to take place in
CCASS on the second trading day thereafter. All activities under CCASS are subject to the
General Rules of CCASS and CCASS Operational Procedures in effect from time to time.

Dealings in the Offer Shares, which are registered in the branch register of members of
the Company in Hong Kong will be subject to the payment of stamp duty, Stock Exchange
trading fee, transaction levy, investor compensation levy or any other applicable fees and
charges in Hong Kong.

All necessary arrangements will be made to enable the Offer Shares in their fully paid
form to be admitted to CCASS. The first day of dealings in the Offer Shares is expected to
commence on Friday, 26 July 2019.

The Offer Shares will be traded in the board lot size of 5,000 New Shares per board
lot.

Share certificates for the Offer Shares

Subject to the fulfillment of the conditions of the Public Offer as set out in “Structure
and Conditions of the Public Offer and the Preferential Offering — Conditions of the Public
Offer” in this prospectus and the Underwriting Agreement not having been terminated, it is
expected that share certificates for all fully-paid Offer Shares shall be issued on Thursday,
25 July 2019.
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Conditions precedent to the Public Offer

The obligations of the Underwriter under the Underwriting Agreement are conditional
upon the conditions as set out in “Structure and Conditions of the Public Offer and the
Preferential Offering — Conditions of the Public Offer” in this prospectus being fulfilled, or

waived (if applicable).

UNDERWRITING AGREEMENT

On 27 June 2019 (after trading hours), the Company entered into the Underwriting
Agreement with the Underwriter, the Liquidators, Mr. Warren Lee and the Sponsor with the

principal terms set out as follows:
Date:

Parties:

Number of Underwritten Shares:

Underwriting commission:

27 June 2019

The Company

The Underwriter. Save and except that the
Underwriter and its ultimate beneficial owner(s)
are the associates of Allied Group, they are
Independent Third Parties

The Liquidators

Mr. Warren Lee

The Sponsor

The Underwriter has conditionally agreed to
underwrite in full the 241,705,083 Offer Shares at
the Offer Price

2.0% of the aggregate Offer Price in respect of
the Underwritten Shares

_47 -



LETTER FROM THE LIQUIDATORS

Save and except that the Underwriter and its ultimate beneficial owner(s) are the
associates of Allied Group, the Underwriter is an Independent Third Party. The Underwriter
is held indirectly as to 30% by Sun Hung Kai & Co. Limited, a company owned as to
approximately 61.64% by Allied Properties (H.K.) Limited, which in turn is owned as to
approximately 74.99% by Allied Group. On the other hand, each of the Vendor and Yu Ming
are wholly owned subsidiaries of Allied Group. Accordingly, the Underwriter is an associate
of the Vendor and Yu Ming. Set out below is the corporate structure of the Underwriter:

Allied Group

| 100% 74.99%

Allied Properties (H.K.) Limited (stock code: 56)
(Hong Kong)

The Vendor

100% 100%

AP Jade Limited
(BVI)

| Yu Ming

100%

AP Emerald Limited
(BVI)

61.64%

Sun Hung Kai & Co. Ltd. (stock code: 86)
(Hong Kong)

30%

Sun Hung Kai Financial Group Limited
(BVI)

| 100%

Everbright Sun Hung Kai Company Limited
(Hong Kong)

| 100%

The Underwriter

The Underwriter has undertaken in favour of the Company under the Underwriting
Agreement that in the event of the Underwriter being called upon to subscribe for or procure
subscribers for the Underwritten Shares: (1) the Underwriter and its associates will not
subscribe for the Underwritten Shares for their own accounts; (2) if the Underwriter
sub-underwrites its underwriting obligations under the Underwriting Agreement to
sub-underwriter(s), then each sub-underwriter will be a PO Independent Third Party and
could take up the undersubscribed Underwritten Shares for their own accounts as long as
they will not become Substantial Shareholders upon completion of the YM Subscription, the
New Placing and the Public Offer; (3) the Underwriter shall on its own and procure its
sub-underwriters to procure subscription by subscriber(s) who is/are a PO Independent Third
Party(ies); and (4) the subscribers (together with any of their respective parties acting in
concert or connected persons or associates) procured by it or the sub-underwriters will not
be existing Shareholders and will not hold in aggregate 10% or more of the voting rights of
the Company immediately upon completion of the YM Subscription, the New Placing and
the Public Offer.
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Further details of the Underwriting Agreement are set out in the section headed
“Underwriting — Underwriting Arrangements and Expenses” in this prospectus.

Termination of the Underwriting Agreement

The Underwriter shall be entitled in its absolute discretion, by notice in writing to the
Company to terminate the Underwriting Agreement with immediate effect if, at any time
prior to 4:00 p.m. (Hong Kong time) on the date of announcement of the results of the
Public Offer and the Preferential Offering there occurs events as detailed in the section
headed “Underwriting — Underwriting Arrangements and Expenses — Termination of the
Underwriting Agreement” in this prospectus. In such event, the obligations of all parties
under the Underwriting Agreement shall terminate forthwith and no party shall have any
claim against any other party for costs, damages, compensation or otherwise save that the
Company shall reimburse the Underwriter for the expenses reasonably incurred by the
Underwriter in accordance with the terms of the Underwriting Agreement and for any
antecedent breaches under the Underwriting Agreement.

Arrangement on odd lot trading

In order to facilitate the trading of odd lots of the New Shares arising from the Change
in Board Lot Size, the Capital Reorganisation and the Public Offer, the Company has
appointed Sun Hung Kai Investment Services Limited to provide matching service, on a best
efforts basis, to those Shareholders who wish to top-up or sell their shareholdings of odd
lots of the New Shares during the period between 9:00 a.m. on the date of the Resumption,
which is expected to be on Friday, 26 July 2019, until 4:00 p.m. on Friday, 16 August 2019
(both days inclusive). Shareholders who wish to take advantage of this facility should
contact Mr. Law Shun Hang at 28/F Lee Garden One, 33 Hysan Avenue, Causeway Bay,
Hong Kong, at telephone number (852) 3920 2782 during office hours of such period.
Holders of the New Shares in odd lots should note that the matching of the sale and
purchase of odd lots of the New Shares is on a best effort basis and successful matching of
the sale and purchase of odd lots of the New Shares is not guaranteed. Shareholders are
recommended to consult their professional advisers if they are in doubt about the above
facility.

Reasons for the Subscriptions, the New Placing and the Public Offer

The gross proceeds and net proceeds from the Public Offer are estimated to be
approximately HK$125.7 million and approximately HK$123.2 million respectively. The
Company intends to utilise the net proceeds from the Public Offer (i) as to approximately
HK$68.0 million for the settlement of the Acquisition Consideration; (ii) as to HK$46
million for the repayment of the Cash Advance; (iii) as to approximately HK$4.3 million for
settlement of professional fees relating to the Resumption; and (iv) the balance of
approximately HK$4.9 million shall be retained as general working capital of the Enlarged
Group.

Under the original structure of the Proposed Restructuring, it was intended that the

Company would carry out the Former Placing and the Open Offer to fulfill the funding
requirement of the Enlarged Group and to facilitate the transactions under the Resumption
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Proposal. In order to further enlarge the Public Shareholders base and to fortify Mr. Warren
Lee and the Yu Ming Team’s commitment to the continuing business development of the
Enlarged Group, the structure of the Proposed Restructuring was modified such that upon
completion of the Proposed Restructuring, (i) the interest of Ms. Chong in the Company
would be approximately 45% (rather than 75% under the Former Placing) of the issued share
capital of the Company; (ii) Mr. Warren Lee and the Yu Ming Team would be in aggregate
interested in approximately 25% of the issued share capital of the Company; and (iii) the
shareholder base of the Enlarged Group would be enlarged by new Public Shareholders
through the Public Offer while the interests of the Existing Shareholders would remain
unchanged as compared to the original structure of the Proposed Restructuring and their
entitlement under the Open Offer were safeguarded through the Preferential Offering under
the revised structure of the Proposed Restructuring. As fall back for the lapse of Ms.
Chong’s Subscription Agreement, the Company entered into the New Placing Agreement
with the Placing Agent for the placing of the 512,698,586 Subscription Shares not
subscribed by Ms. Chong to Independent Placees to fulfill the funding requirements under
the Proposed Restructuring. On 14 June 2019, the Company and Ms. Chong entered into a
deed of termination to terminate the Ms. Chong’s Subscription Agreement so as to expedite
the completion of the transactions contemplated under the Proposed Restructuring. With the
termination of the Ms. Chong Subscription Agreement, the Proposed Restructuring will be
carried on with the New Placing. Upon completion of the Proposed Restructuring, more than
25% of the issued share capital of the Company will be held by Public Shareholders.

In determining the fairness and reasonableness of the current subscription ratio, the
Offer Price, the Subscription Price and the New Placing Price, the Liquidators had taken
into account the funding requirement of the Enlarged Group as well as the need to set the
Offer Price, which is equivalent to the Subscription Price and the New Placing Price, at a
level acceptable to the Underwriter, the Subscribers and the Qualifying Shareholders. In
view of the net deficit financial position which amounted to approximately HK$951.0
million as at 31 December 2018 and the liquidation status of the Group as well as the
Shares being in prolonged suspension, the closing price of the Shares on the Last Trading
Day does not reasonably reflect the existing condition of the Company and the financial
position of the Company could be considered as an exceptional circumstances under Rule
7.27B. Accordingly, the Liquidators consider it fair and reasonable for the Offer Price, the
Subscription Price and the New Placing Price to be set at a relatively deep discount to the
historical trading prices of the Shares and the YM Subscription, the New Placing and the
Public Offer carry a relatively significant theoretical dilution effect of approximately 71.8%.

Although the interests of the relevant Shareholders will be diluted as set out in the
paragraph headed “Changes in Shareholding Structure” below in the scenario if the relevant
Qualifying Shareholders do not take up their Assured Entitlement in the Public Offer, the
Liquidators consider that the YM Subscription, the New Placing and the Public Offer will
broaden the capital base and shareholder base and strengthen the financial position of the
Company so as to facilitate the Enlarged Group’s long term development. The Liquidators
are of the view that it is in the interest of the Company to raise additional capital by way of
the Public Offer, which provided the Qualifying Shareholders opportunity under the
Preferential Offering to participate in the future development of the Enlarged Group upon
completion of all the transactions under the Proposed Restructuring at their own wish as
well as increasing the Public Shareholder base of the Company.
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The Liquidators consider that the YM Subscription, the New Placing and the Public
Offer, including the Preferential Offering, are fair and reasonable and are in the interests of
the Company and the Shareholders as a whole.

Fund raising alternative available to the Group

Having considered the net deficit financial position and the liquidation status of the
Group as well as the Shares being in prolonged suspension, there were very limited fund
raising alternatives available to the Group. In particular, the Group could not obtain any
bank facilities or borrowings under the existing position and rights issue cannot be carried
out when Shares are in prolonged suspension. In addition, even if the liquidity of the Group
could be improved by alternative fund raising method, the Acquisition is necessary for the
Group to satisfy the sufficient operation requirement under Rule 13.24 of the Listing Rules
as a condition for Resumption. On the other hand, the YM Subscription, the New Placing
and the Public Offer forms part of the Proposed Restructuring that can fulfill the conditions
of Resumption with distribution to Creditors, which also represented the best offer received
by the Liquidators since their appointment in August 2015. Save for the Former Placing, the
Open Offer and the Ms. Chong’s Subscription which were terminated and replaced due to
reasons as detailed in the paragraph headed “Reasons for the Subscriptions, the New Placing
and the Public Offer” above, the Liquidators did not seek for fund raising alternative for the
Group and consider the YM Subscription, the New Placing and the Public Offer are fair and
reasonable and in the interest of the Company and the Shareholders as a whole.

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

Save for entering into of the Ms. Chong’s Subscription Agreement, the YM
Subscription Agreement, the New Placing Agreement and the Underwriting Agreement, the
Company has not conducted any equity fund raising activities involving issue of securities in
the past twelve months before the Latest Practicable Date.

PROPOSED CHANGE OF FINANCIAL YEAR END DATE

Upon Acquisition Completion and Resumption (which is currently expected to take
place on 25 July 2019 and 26 July 2019 respectively), the financial results of Yu Ming will
be consolidated into the Company and the operations of the Enlarged Group will be mainly
carried through Yu Ming.

Currently the financial year end date of the Company and Yu Ming is 30 June and 31
December respectively. After Resumption but before 31 December 2019, the Company will
propose to change its financial year end date to 31 December to align with that of Yu Ming
in order to streamline the preparation of the consolidated financial statements of the
Enlarged Group (the “Change”).
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Following the Change, the Company will announce and publish its financial results
with respect to the following financial periods on or before the following relevant deadlines:

Deadline for
Deadline for results despatch of

Period covered announcement financial reports
Annual results 12-month period 30 September 2019 31 October 2019
reporting ending 30 June 2019
Annual results 6-month period 31 March 2020 30 April 2020
reporting ending 31 December
2019

The annual results for a shorter period of 6 months ending 31 December 2019 instead
of 12 months ending 31 December 2019 as a result of the Change is permitted under the
Hong Kong Financial Reporting Standards. Such shorter reporting period for annual results
is also in line with market practice for change in year-end date.

Further announcement will be made by the Company in respect of the Change as and
when appropriate after Resumption but before 31 December 2019.

CHANGES IN SHAREHOLDING STRUCTURE

The Company has entered into the New Placing Agreement with the Placing Agent for
the placing of the 512,698,586 Subscription Shares not subscribed by Ms. Chong to
Independent Placees on a best efforts basis, where none of the Independent Placees will
become a substantial shareholder of the Company following completion of the YM
Subscription, the Public Offer and the New Placing. For illustrative purposes only, set out
below are the shareholding structure of the Company (i) as at the Latest Practicable Date;
(i) immediately after completion of the Capital Reorganisation; (iii) immediately after
completion of the Capital Reorganisation, the YM Subscription and the New Placing; and
(iv) immediately after completion of the Capital Reorganisation, the YM Subscription, the
New Placing and the Public Offer, assuming that (a) none of the Qualifying Shareholders
take up their Assured Entitlement under the Preferential Offering (“Scenario I”); and (b) all
of the Qualifying Shareholders take up their Assured Entitlement under the Preferential
Offering in full (“Scenario II"):
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Immediately after . .
completion of the Immediately after completion of

the Capital Reorganisation,

Immediately after Capital - .
completion of the Reorganisation, the YM Subscrlptlon,.the New Placing
As at the Latest Capital the YM Subscription and the Public Offer
Practicable Date Reorganisation and the New Placing Scenario I Scenario 11
Shareholders Shares % New Shares % New Shares % New Shares % New Shares %
Public Shareholders
Public Shareholders under
the Public Offer - - - - - - 241,705,083 213 91,440,303 8.1

Independent Placees

- - 512,698,586  57.1 512,698,586  45.0 512,698,586  45.0
Public Shareholders 771,765,216 77.0 71,176,521 71.0 71,176,521 8.6 71,176,521 6.8 192,941,301 17.0

Existing
Sub-total 771,765,216 - 71.0 71,176,521 770 589,875,107 657 831,580,190  73.1 797,080,190  70.1
Mr. Warren Lee - - - - 227250000 253 227,250,000 199 = 227,250,000  19.9
Mr. Lam Chi Shing - - - - 17,800,000 2.0 17,800,000 1.6 17,800,000 1.6
Ms. Li Ming - - - - 17,800,000 2.0 17,800,000 1.6 17,800,000 1.6
Yu Ming Team (other than

Mr. Lam Chi Shing and

Ms. Li Ming) (Note 2) - - - - 21,900,000 2.4 21,900,000 1.9 21,900,000 1.9
Perfect Gate Holdings

Limited (Note 3) 230,000,000 23.0 23,000,000 23.0 23,000,000 2.6 23,000,000 2.0 57,500,000 5.0
Total 1,001,765,216 100 100,176,521 100 897,625,107 100 1,139,330,190 100 1,139,330,190 100

—

Notes:

The completion of the YM Subscription and the New Placing will take place after the Record Date.
Therefore, each of the Subscribers and the Independent Placees shall not be Qualifying Shareholders and
will not be entitled to Assured Entitlement under the Preferential Offering.

Each member of Yu Ming Team (other than Mr. Warren Lee, Mr. Lam Chi Shing and Ms. Li Ming) shall be
regarded as Public Shareholders upon completion of the YM Subscription and the Public Offer.

Based on information as available to the Liquidators and the latest disclosure of interests filed by Perfect
Gate Holdings Limited (“Perfect Gate”), as at 7 December 2017, Perfect Gate is a company incorporated in
the BVI, which is wholly owned by Gokeen Invest Limited, a company incorporated in the BVI and
Gokeen Invest Limited is owned as to 25% by Xiong Ling, 25% by Chen Rong, 25% by Ng Wai Huen and
25% by Lee On Wai. On 30 August 2017, the Liquidators received a summons from Perfect Gate applying
for an order to validate the proposed sale and purchase of the 230,000,000 Shares held by it to (i) Wisdom
Link Group Limited as to 46,000,000 Shares; (ii) Treasure Forum Limited as to 46,000,000 Shares; (iii)
Perfect Origin Investments Limited as to 46,000,000 Shares; (iv) Classic Sky Global Limited as to
46,000,000 Shares; and (v) True Masters Limited as to 46,000,000 Shares. Pursuant to information provided
by Perfect Gate, each of Wisdom Link Group Limited, Treasure Forum Limited, Perfect Origin Investments
Limited, Classic Sky Global Limited and True Masters Limited is a company incorporated in the BVI and is
wholly-owned by Yu Sau Lai. Such proposed sale and purchase of Shares had been validated by the court
on 2 March 2018. Subject to the completion of the proposed sale and purchase, the relevant voting rights
shall be exercisable by Wisdom Link Group Limited, Treasure Forum Limited, Perfect Origin Investments
Limited, Classic Sky Global Limited and True Masters Limited (collectively, the “Five Companies”) as the
registered Shareholders. The Five Companies will become Public Shareholders upon completion of the YM
Subscription, the New Placing and the Public Offer. As at 22 March 2019, Perfect Gate was still the holder
of the 230,000,000 Shares. As at the Latest Practicable Date, the Liquidators had not receive any notice on
the completion of the said proposed sale and purchase nor aware of any circumstances that may affect the
accuracy of the above statements. Upon completion of the YM Subscription, the New Placing and the
Public Offer, Perfect Gate shall be regarded as a Public Shareholder.
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Mr. Warren Lee and the Yu Ming Team and parties acting in concert with any of them
are independent to and not acting in concert with each other and do not have any
relationship with each of Perfect Gate and Yu Sau Lai. The Liquidators and each of the
parties to the Acquisition Agreement, the YM Subscription Agreement, the New Placing
Agreement and the Underwriting Agreement further confirms that neither Perfect Gate nor
Yu Sau Lai is involved or interested in any of the respective agreements.

As illustrated in the tables above, immediately after completion of the YM
Subscription, the New Placing and the Public Offer, the shareholding interest of the existing
Public Shareholders will be diluted from approximately 77.0% as at the Latest Practicable
Date to (i) approximately 6.8% under Scenario I; and (ii) approximately 17.0% under
Scenario II. The possible maximum dilution to the shareholdings of the existing Qualifying
Shareholders if they elect not to subscribe for the Reserved Shares under the Preferential
Offering will be approximately 91.2%. Nonetheless, in considering (i) the Company is
placed into the third delisting stage and Resumption will only happen if the Proposed
Restructuring is implemented; (ii) the YM Subscription, the New Placing and the Public
Offer form part of the Proposed Restructuring and the implementation of which are
necessary for the Resumption; and (iii) the Preferential Offering allows the Qualifying
Shareholders to continue to participate in the future development of the Enlarged Group
upon completion of all the transactions contemplated under the Proposed Restructuring at
their own wish, the Liquidators consider the possible dilution impact to the Shareholders as
a result of the YM Subscription, the New Placing and the Public Offer to be acceptable.

In order to demonstrate sufficient public interest of the Enlarged Group upon
Resumption, there shall be at least 300 Accepted Offer Applications in respect of the Public
Offer from members of the public in Hong Kong (for the avoidance of doubt, including the
Independent Placees and the subscribers procured by the Underwriter or its sub-underwriters,
but excluding the Qualifying Shareholders).

TAXATION

Shareholders are advised to consult their professional advisers if they are in any doubt
as to the taxation implications of the receipt, purchase, holding, exercising, disposing of or
dealing in, the Offer Shares and/or the Reserved Shares.

IMPLICATIONS UNDER THE LISTING RULES

As the Public Offer will increase the issued share capital of the Company by more than
50%, the Public Offer is subject to the approval by the Independent Shareholders at the
EGM by way of poll. As the YM Subscription, the New Placing, the Public Offer and the
Acquisition forms part of the transactions under the Proposed Restructuring and are
inter-conditional, the Creditors and their associates and parties acting in concert with any of
them who are Shareholders had abstained from voting in the EGM in respect of the
transactions contemplated under the Proposed Restructuring which includes the Creditors’
Scheme, the YM Subscription, the New Placing, the Public Offer and the Acquisition.
Relevant resolutions approving the Public Offer (including the Preferential Offering) were
duly passed at the EGM on 22 May 2019 following the Chairman’s Decision.
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WARNING OF THE RISKS OF DEALING IN THE NEW SHARES

The Public Offer (including the Preferential Offering) is conditional upon the
fulfilment of the conditions set out under the paragraph headed ‘“Structure and
Conditions of the Public Offer and Preferential Offering — Conditions to the Public
Offer” in this prospectus. The Public Offer (including the Preferential Offering) is also
subject to the Underwriter not terminating the Underwriting Agreement in accordance
with the terms thereof. Certain specific scenarios where the Company will withdraw the
Public Offer are also set out in the section headed “Specific Risk Associated with the
Proposed Restructuring” in this prospectus. Accordingly, the Public Offer (including
the Preferential Offering) may or may not proceed.

Any dealings in the Shares and/or the New Shares from the date of this prospectus
up to the date on which all the conditions of the Public Offer are fulfilled will
accordingly bear the risk that the Public Offer (including the Preferential Offering)
may or may not become unconditional or may not proceed. Any Shareholders or other
persons contemplating any dealings in the Shares and/or the New Shares are
recommended to exercise caution when dealing in the Shares and/or the New Shares,
and if they are in doubt about their position, they should consult their own professional
advisers.

Qualifying Shareholders who do not subscribe for the Reserved Shares under the

Preferential Offering should note that their shareholdings in the Company will be
diluted.
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FURTHER INFORMATION

Your attention is drawn to other sections of and appendices to this prospectus, which
contain further information on Yu Ming and the Company and other information required to
be disclosed under the Listing Rules.

Yours sincerely,
For and on behalf of
CHINA AGROTECH HOLDINGS LIMITED
(In Liquidation)
Stephen Liu Yiu Keung
David Yen Ching Wai
Joint and Several Liquidators
who act without personal liabilities

— 56 —



FORWARD-LOOKING STATEMENTS

FORWARD-LOOKING STATEMENTS CONTAINED IN THIS PROSPECTUS MAY
NOT MATERIALISE

This prospectus contains forward-looking statements that state the intentions, beliefs,
expectations or predictions of the Enlarged Group and/or Yu Ming for the future that are, by
their nature, subject to significant risks and uncertainties. These forward-looking statements
are contained principally in the sections headed “Summary”, “Risk Factors”, “Specific Risk
Assoicated with the Proposed Restructuring”, “Industry Overview”, “Business of Yu Ming”,
“Financial Information of Yu Ming” and “Future Plans” in this prospectus. These
forward-looking statements include all statements in this prospectus that are not historical
fact, but relate to our intentions, beliefs, expectations or predictions for future event,
including, without limitation, statements relating to:

- the outcome of court hearings;
—  the Enlarged Group’s operations and business prospects;

- the Enlarged Group’s strategies, plans, objectives and goals and its ability to
implement such strategies and achieve its plans, objectives and goals;

—  the Enlarged Group’s future capital needs and capital expenditure plans;

—  prospective financial matters regarding the Enlarged Group’s business, results of
operations and financial condition;

—  the regulatory environment and industry outlook generally; and

- the general political and economic environment.

When used in this prospectus, the words “aim”, “anticipate”, “believe”, “could”,
“estimate”, “expect”, “going forward”, “intend”, “may”, “ought to”, “plan”, “project”,
“seek”, “should”, “will”, “would” and similar expressions, as they relate to Yu Ming and/or
the Enlarged Group, are intended to identify forward-looking statements. However, all
statements in this prospectus other than statements of historical fact are forward-looking
statements. Such forward-looking statements reflect the views of the management of the
Enlarged Group and/or Yu Ming as the case may be as at the date of this prosecutes with
respect to future events and are subject to certain risks, uncertainties and assumptions,
including the risk factors described in this prospectus. One or more of these risks or
uncertainties may materialize, or underlying assumptions may prove incorrect.

Subject to the requirements of the Listing Rules and applicable laws, the management
of the Enlarged Group and/or Yu Ming do not have any obligation nor do they intend to
publicly update or otherwise revise the forward-looking statements in this prospectus,
whether as a result of new information, future events or otherwise. As a result of these and
other risks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this prospectus might not occur in the way the management of the Enlarged
Group and/or Yu Ming expects, or at all. Accordingly, you should not place undue reliance
on any forward-looking statements. All forward-looking statements in this prospectus are
qualified by reference to this cautionary statement.
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You should carefully consider all of the information in this prospectus including the
risk factors described below. The business, financial condition or results of operations of
the Enlarged Group could be materially adversely affected by any of these risk factors. In
addition to the risk factors described below, other risks and uncertainties not presently
known to the Enlarged Group, or not expressed or implied below, or that the Enlarged
Group currently deems immaterial, may also adversely affect the business, operating
results and financial condition of the Enlarged Group in a material respect.

RISKS RELATING TO THE ACQUISITION, THE YM SUBSCRIPTION, THE NEW
PLACING AND THE PUBLIC OFFER

Completion is subject to the fulfillment of the Conditions and there is no assurance that
all Conditions will be fulfilled

There are a number of conditions precedent to the Acquisition Completion, the
completion of the YM Subscription, the New Placing and the Public Offer that are subject to
decisions, consents and approvals from third parties including, but not limited to, the Grand
Court appoving the Capital Reduction, approval by the Creditors and courts in Hong Kong
and the Cayman Islands on the Creditors’ Scheme, the Creditors’ Scheme becoming effective
and other approval and consents from regulatory bodies, the Listing Committee for the New
Listing Application and for the listing of and permission to deal in the YM Subscription
Shares, the New Placing Shares and the Offer Shares on the Stock Exchange. Details of the
Conditions are set out in the section headed “Structure and Conditions of the Public Offer
and the Preferential Offering — Conditions of the Public Offer” and the Circular and certain
specific risk are set out in the section headed “Specific Risk Associated with the Proposed
Restructuring” in this prospectus. There is no assurance that the Acquisition will be
completed as contemplated as the fulfillment of the conditions precedent for completion of
the Acquisition, the YM Subscription, the New Placing and the Public Offer are beyond
control of the parties involved.

The shareholding percentages of the Existing Shareholders in the Company will be
substantially diluted immediately following completion of the YM Subscription, the New
Placing and the Public Offer

The Company and the Subscribers have entered into the YM Subscription Agreement,
pursuant to which the YM Subscription Shares were subscribed by the Subscribers at
HK$0.52 per YM Subscription Share. The Company has also entered into the New Placing
Agreement for the placing of 512,698,586 New Placing Shares. Assuming the Capital
Reorganisation becoming effective, the YM Subscription Shares and the New Placing Shares
in aggregate represent (i) approximately 88.8% of the issued share capital of the Company
as enlarged by the allotment and issue of the YM Subscription Shares and the New Placing
Shares; and (ii) approximately 69.9% of the issued share capital of the Company as enlarged
by the allotment and issue of the YM Subscription Shares, the Offer Shares and the New
Placing Shares. If the Existing Shareholders do not take up their Assured Entitlement under
the Public Offer, their shareholding in the Company will be further diluted and the
shareholding percentages of the Existing Shareholders in the Company would be
substantially diluted. Any value enhancement of the New Shares as a result of the
Acquisition may not necessarily offset the dilution effect to the Existing Shareholders.
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Goodwill impairment could negatively affect reported results of operations of the
Enlarged Group

Upon Acquisition Completion, the Enlarged Group is expected to record goodwill of
approximately HK$305.7 million, the majority of which is related to the Acquisition. After
initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is tested for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired. Testing for impairment
requires an estimation of the value in use of the cash-generating units to which the goodwill
is allocated. Estimating the value in use requires the Company to make an estimate of the
expected future cash flows from the cash-generating units and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. There are inherent
uncertainties related to these factors and to the Directors’ judgment in applying these factors
to the assessment of goodwill recoverability. The Enlarged Group could be required to
evaluate the recoverability of goodwill prior to the annual assessment if there are any
impairment indicators which could potentially be caused. Impairment potentially incurred
could substantially affect the Enlarged Group’s results of operations in the periods covered.
In addition, impairment charges would negatively impact the Enlarged Group’s financial
ratios and could limit its ability to obtain financing in the future.

Intangibles impairment could negatively affect reported results of operations of the
Enlarged Group

Upon Acquisition Completion, the Enlarged Group is expected to record intangible
assets of approximately HK$101.0 million. Pursuant to applicable accounting standards,
intangible assets that have a finite life are amortised over its estimated useful life and are
reviewed for impairment whenever events on changes in circumstances indicate the carrying
amount may not be recoverable. Intangible assets that have an indefinite life are reviewed
annually for impairment and are reviewed for impairment whenever events on changes in
circumstances indicate the carrying amount may not be recoverable. An impairment loss is
recognized for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal
and value in use. The impairment may be further affected by the assumptions used in cash
flow generated from relevant intangible assets and the estimated useful life of intangible
assets, which in turn may have a material adverse impact on the results of operations of the
Enlarged Group.
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RISKS RELATING TO THE BUSINESS AND OPERATIONS OF YU MING

As Yu Ming will be the only operating subsidiary of the Enlarged Group immediately
upon Resumption, any material disruptions to the business of Yu Ming would adversely
affect the business, results of operations and financial condition of the Enlarged Group.

The revenue of Yu Ming’s corporate financial advisory service is on a
project-by-project basis and non-recurring in nature

The revenue of Yu Ming was primarily generated from fees negotiated on a
project-by-project basis and non-recurring in nature. Depending on the complexity, labour
intensity and scope of services to be provided, the amount of fees and other income from
mandates varies from project to project. The terms and conditions of each mandate,
including its payment schedule, may vary in each case after negotiation with clients. In these
circumstances, there is no assurance that Yu Ming will be able to secure future mandates
which will generate the same level of fee revenue as previously earned. The revenue and
operation results of Yu Ming may therefore be unpredictable and subject to significant
fluctuation. There is no assurance that the business or operation results of the Enlarged
Group will be sustained.

Yu Ming derived a significant portion of its revenue from its asset management services
under which it only has one client

As at the Latest Practicable Date, SHK was the sole client of Yu Ming’s asset
management business. SHK has engaged Yu Ming as its investment adviser since 1997 and
income derived from the Management Agreement accounted for approximately 29.0%, 28.8%
and 29.9% of Yu Ming’s total revenue for the years ended 31 December 2016, 31 December
2017 and 31 December 2018 respectively. As disclosed in the sub-section headed “Asset
Management” of the section headed “Business of Yu Ming” in this prospectus, the New
Management Agreement will expire on 31 December 2021. There is no assurance that the
New Management Agreement will be renewed, or if renewed, the terms of Yu Ming’s
engagement will be the same as the New Management Agreement. If the New Management
Agreement is not renewed, or if renewed but on terms less favourable to Yu Ming than the
existing terms, the performance and results of operation of the Enlarged Group may be
materially and adversely affected.

Delay in or termination of transactions may have an adverse impact on Yu Ming’s
financial performance

The payment terms of many of Yu Ming’s mandates with clients involved an initial
payment and milestone based payments. Payment of fees by clients is usually collected after
certain milestones of a project have been achieved and is not usually directly based on the
costs incurred by Yu Ming, which mainly consists of staff remuneration. If milestones cannot
be met after a substantial amount of work done or costs have been expended, operation
results of Yu Ming may be materially and adversely affected.
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If a client decides to withdraw a transaction before completion, the initial payment and
the milestone payments may not cover costs already incurred. Payments from clients are due
upon presentation of invoices but clients may still seek discounts or delay settling payment,
or may not settle them at all. Delay in receiving payments from or non-payment by the
clients may adversely affect the Enlarged Group’s cash flow position, financial condition and
results of operation.

Yu Ming derived a significant portion of its revenue under its corporate finance
advisory services from some major clients

For each of the years ended 31 December 2016, 31 December 2017 and 31 December
2018, fees received by Yu Ming from the top five clients under its corporate finance
advisory services together accounted for approximately 42.1%, 34.9% and 35.6%
respectively of Yu Ming’s total revenue and approximately 61.3%, 50.0% and 52.0%
respectively of Yu Ming’s corporate finance advisory services income for such years. Yu
Ming does not have any long term contract with any of these clients, or even if there are
retainer engagements they can be terminated by the clients with notice. There is no
assurance that Yu Ming could continue the business relationship with these clients, or these
clients require services from Yu Ming in future. If Yu Ming is unable to maintain business
relationship with these clients, or services these clients require substantially decrease, the
performance and results of operation of the Enlarged Group may be materially and adversely
affected.

Revenue derived from commission based services may be uncertain

Yu Ming provided corporate finance advisory services under which Yu Ming’s fees
were commission based, such as placing and underwriting services. The amount of placing
or underwriting commission to be recognised by Yu Ming is directly related to the amount
of funds the clients intend to raise and whether the fund raising execution is ultimately
completed or not. This would be subject to external factors which are beyond control of Yu
Ming, such as whether the market for fund raising exercises is active under the prevailing
financial market environment, and there is no assurance that Yu Ming will be able to receive
any commission under such engagements or the amount to be received.

Yu Ming is reliant on key management personnel to conduct business. Failure to retain
them or to attract suitable replacements would have an adverse impact on operations

The success of Yu Ming depends on its ability to retain key management and other
personnel and to attract and train suitable replacements. Mr. Warren Lee, a founding director
and now the managing director of Yu Ming, played a significant role in Yu Ming’s
day-to-day operation and the maintenance of business relationships with Yu Ming’s clients.
If any of the key management personnel of Yu Ming, in particular Mr. Warren Lee, is
unwilling or become unable to continue their services, Yu Ming may not be able to replace
them adequately, in a proper and timely manner or at all, which would have a material
adverse effect on performance of the Enlarged Group and its result of operation.
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Under the licensing requirements of the SFO, Yu Ming is required to maintain at least
two Responsible Officers for each type of regulated activities. As at the Latest Practicable
Date, Yu Ming had three Responsible Officers for Type 1 (dealing in securities) and Type 6
(advising on corporate finance) and two Responsible Officers for Type 4 (advising on
securities) and Type 9 (asset management) regulated activities under the SFO.

In the event any of the Responsible Officers resign, become disqualified or otherwise
ineligible to continue their role as Responsible Officer, and at the same time the void
created as a result thereof is without immediate and adequate replacement, this may result in
a situation where one or more of the four regulated activities of Yu Ming have fewer than
two Responsible Officers. In this case, Yu Ming will be in breach of the relevant licensing
requirements which could adversely affect its status as a licensed corporation, thus
jeopardizing the Enlarged Group’s business and financial performance.

Potential employee misconduct could damage Yu Ming’s reputation, financial position,
and business relationships with clients

Yu Ming is subject to a number of regulations, obligations and standards arising from
its business and operates in an industry where its reputation for integrity and retaining the
confidence of clients and regulators are of the utmost importance. Misconduct by an
employee may include improper use or disclosure of confidential information, engaging in
insider dealing or fraudulent acts, or otherwise not complying with applicable laws or
regulations or the internal control procedures. During the Track Record Period and up to the
Latest Practicable Date, as far as the Proposed Directors are aware, there has not been any
disciplinary action by regulators against any Proposed Directors, Responsible Officers,
Licensed Representatives or staff of Yu Ming. Nevertheless, there is no assurance that there
will not be incidents of employee misconduct in the future. It is not always possible to
detect or deter employee misconduct, and internal control and precautions the Enlarged
Group takes to detect and prevent such activity may not be effective in all cases. Regulators
may investigate or take disciplinary action and clients may also take legal action against Yu
Ming in respect of such employee misconduct. Any such action could have a material
adverse effect on Yu Ming’s reputation, business relationships with clients and therefore the
Enlarged Group’s financial position and results of operation.

Potential exposure to professional liability and litigation

The principal business of Yu Ming is the provision of professional advisory service to
its clients. Any loss incurred to client resulting from the reliance on advice given by Yu
Ming may cause material claim and legal action against Yu Ming and/or the Proposed
Directors and employees for compensation. As disclosed in the sub-section headed
“Litigation and Disciplinary Actions” of the section on “Business of Yu Ming” of this
prospectus, (i) Yu Ming was named as defendants in three actions, although the writs have
not been served on Yu Ming and lapsed and no legal proceedings have been commenced
against Yu Ming under those actions and (ii) High Court Action No. HCA1077/2017 has
been commenced against Yu Ming claiming recovery of fees paid to it under two previous
engagements in the aggregate sum of HK$5.3 million together with interest calculated from
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8 May 2017 at the judgment rate applicable from time to time. In respect of HCA1077/2017,
if judgment is made in favour of the plaintiff, Yu Ming may also be liable to pay the
plaintiff’s costs incurred in the action, the amount of which cannot be quantified yet.

Any possible claims or lawsuits against Yu Ming arising from professional negligence
and/or employee misconduct could have a material adverse effect on Yu Ming’s business,
reputation and prospects and the Enlarged Group’s results of operations and financial
condition.

Yu Ming is subject to extensive regulatory requirements, including under the SFO,
non-compliance with which, or changes in these regulatory requirements, may affect the
Enlarged Group’s business operations and financial results

The Hong Kong financial market in which Yu Ming operates is highly regulated. There
are changes in rules and regulations from time to time in relation to the regulatory regime
for the financial service industry, including, but not limited to, the SFO, the Predecessor
Companies Ordinance, the Companies Ordinance, the FRR, the Listing Rules, the GEM
Listing Rules and the Takeovers Code. Any such changes in the relevant rules and
regulations may result in an increase in Yu Ming’s cost of compliance, or might restrict its
business activities. If Yu Ming fails to comply with the applicable rules and regulations from
time to time, it may face fines or restrictions on its business activities or even suspension or
revocation of some or all of its licences for carrying on its business activities.

Furthermore, Yu Ming is required to be licensed with the SFC, as licensed corporations
under the SFO. In this respect, Yu Ming has to ensure continuous compliance with all
applicable laws, regulations and guidelines, and satisfy the SFC, the Stock Exchange and/or
other regulatory authorities that it remains fit and proper to be licensed. If there is any
change or tightening of the relevant laws, regulations and guidelines, it may materially and
adversely affect Yu Ming’s business operations.

Yu Ming may be subject to regulatory on-site reviews, inspection and investigations
from time to time. Yu Ming is bound by the secrecy obligations under section 378 of the
SFO whereby it is not permitted to disclose any information concerning an ongoing
investigation. Unless Yu Ming is specifically named as the party that is being investigated
under the SFO investigation, Yu Ming generally would not know whether it, or any of its
directors, Responsible Officers, Licensed Representatives or staff is the subject of SFC
investigations. If the results of the review, inspections or investigations reveal misconduct,
the SFC may take disciplinary actions such as revocation or suspension of licenses, public or
private reprimand or imposition of pecuniary penalties against Yu Ming, its Responsible
Officers or Licensed Representatives and/or any of staff. Any disciplinary actions taken
against or penalties imposed on Yu Ming, its directors, Responsible Officers, Licensed
Representatives or relevant staff could have an adverse impact on the Enlarged Group’s
business operations and financial results.

The above factors could also result in substantial cost, and diversion of resources and

management’s attention from the day-to-day management of business and in turn affect the
Enlarged Group’s results of operations and financial condition.
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Yu Ming is subject to credit risk

The credit terms of trade receivables of Yu Ming are applied to its clients according to
industry practice together with consideration of the clients’ creditability, repayment history
and years of establishment. There is however no assurance that clients will settle fee notes
in full and in a timely manner. Accordingly, the operation results and cash flow of Yu Ming
may be adversely affected.

Yu Ming’s internal control system may be subject to failures and limitations

In order to monitor and ensure compliance with the licencing and regulatory
requirements under the SFO and other applicable laws or regulations in relation to the
operations of Yu Ming including anti-money laundering and counter-terrorist financing
activities, an internal control system has been established and maintained by Yu Ming. There
is no assurance that the internal control system in place will prove at all times adequate and
effective to deal with all the possible risks given the fast changing financial and regulatory
environment in which Yu Ming operates. There is no assurance that Yu Ming will always be
able to identify transactions with respect to anti-money laundering and counter-terrorist
financing activities. Failure to prevent such transactions may result in sanctions on Yu Ming
by regulatory authorities. Furthermore, no matter how sophisticated in design, internal
control systems may still contain inherent limitations caused by misjudgment or fault of the
Directors, senior management and/or staff. Any deficiencies in the internal control system
may fail to prevent or address all potential risks, and as a result the Enlarged Group’s
business, prospects, results of operations and financial condition may be materially and
adversely affected.

Yu Ming may experience failure in its information technology system

Yu Ming maintains a computer network for data storage, and internal and external
communication, and backs up its data storage regularly. The computer server is located in Yu
Ming’s premises while data storage service has been engaged to backup such data separately.
The computer system used by Yu Ming may be vulnerable to mechanical failures, attack by
computer viruses, hackers, or other disruptive actions. Any failure in protecting the computer
network system from problems may result in breakdown of the computer network system or
leakage of confidential information about Yu Ming or its clients. Yu Ming does not take out
any insurance to protect itself from such risks. Accordingly, damage to the computer system
and data base may cause an interruption to the business of Yu Ming and any leakage of
confidential information may lead to claims against Yu Ming and materially and adversely
affect the business, prospects, results of operations and financial condition of the Enlarged
Group.
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RISKS RELATING TO THE INDUSTRY IN WHICH YU MING OPERATES

Significant number of existing participants and potential new entrants of the corporate
finance industry

According to information published by the SFC, as at 31 December 2016, 2017 and
2018, there were 288, 315 and 331 licenced corporations which were licensed to participate
in Type 6 (advising on corporate finance) regulated activity respectively. New participants
may enter the corporate finance industry provided that they have engaged professionals with
the appropriate qualifications and skills and have obtained the requisite regulatory licences.
Yu Ming competes with other market participants on a number of aspects, including (i) the
quality and scope of services provided to clients; (ii) reputation and timeliness and (iii) fee
levels. The corporate financial advisory services industry operates in a fast-changing
business environment. The Proposed Directors expect that competition in the industry to
remain intense.

There is no assurance that Yu Ming will be able to retain existing clients and/or to gain
new ones. Competition may result in compromises on fee income, profit margin and market
share and staff being poached by competitors.

Conditions in the Hong Kong securities markets may reduce the level of corporate
finance activity which would in turn materially and adversely affect the Enlarged Group’s
business, prospects, results of operations and financial condition.

The number of active corporate finance projects is influenced by the level and activity
of the financial markets of Hong Kong. The Hong Kong financial markets are in turn subject
to various factors including global and local political, economic and social conditions.
Severe fluctuations in market and economic sentiment tend to reduce the level of market
activity in a particular period owing to loss of confidence, difficulties in raising finance or
unwillingness to make decisions on the part of market participants which in turn can
materially and adversely affect the Enlarged Group’s business, prospects, results of
operations and financial condition.

RISKS RELATING TO MACROECONOMIC AND POLITICAL CONDITIONS

Macro political condition shifts, particularly in Hong Kong and the PRC, may have
material and adverse affect on Yu Ming’s business, prospects and results of operation and
financial condition.

Yu Ming’s business and operations are currently based in Hong Kong and the
businesses of the majority of its clients are directly affected by the overall performance of
the economy of Hong Kong and the PRC. As an open economy, Hong Kong’s domestic
economy is influenced by the global economy. The PRC economy is also progressing and
becoming more open. Certain Hong Kong based investors benefit in the PRC’s economic
growth through shareholdings in Hong Kong listed companies, including clients of Yu Ming.
Equally, PRC based companies and investors are increasingly seeking to carry out
transactions through and/or with Hong Kong listed companies. The global, PRC and Hong
Kong economies are affected by, among other things, legal and regulatory changes, political
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conditions in global markets, global levels of liquidity and risk aversion, currency and
interest rate fluctuations, concerns about natural disasters, terrorism and war, the level and
volatility of interest rates and foreign currency exchange rates, concerns over inflation, and
changes in investor confidence levels. All of these factors are beyond the control of Yu
Ming. If any of the above factors changes unfavourably, the Enlarged Group’s business,
prospects, results of operations and financial condition may be materially and adversely
affected.

Any material adverse change in the stability of political conditions in Hong Kong may
have material and adverse effect on Yu Ming’s business

As a special administrative region, Hong Kong has been given a high degree of
autonomy and enjoys independent judicial power by the PRC, including that of final
adjudication under the principle of “one country, two systems” in accordance with the basic
policies of the PRC regarding Hong Kong embodied in the Basic Law of Hong Kong. This
is an unique advantage for Hong Kong-based businesses such as Yu Ming. During and after
the Track Record Period, political movements and protests have occurred which may place
this system under strain. Any material adverse change in the stability of political conditions
in Hong Kong may jeopardise Yu Ming’s business which in turn have material and adverse
effect on the Enlarged Group’s results of operation and financial condition.

RISK ASSOCIATED WITH ACCURACY OF THIRD PARTY DATA

Certain statistics and data extracted or derived from various governmental or third
party sources should not be unduly relied upon.

Certain statistics and industry data included in this prospectus have been extracted or
derived from various governmental sources, the websites of the SFC, the Stock Exchange
and other third party sources. The Company believes that the sources are appropriate for
such statistics and data and has taken reasonable care in the extraction, compilation and
reproduction of such statistics and data. The Company has no reason to believe that such
statistics and data are false or misleading, or that any fact has been omitted that would
render such statistics and data false or misleading. However, the Company has not
independently verified such statistics and data, and such party or parties do not make any
representation as to the accuracy or completeness of such statistics and data, which may be
inconsistent with statistics and data derived from other sources. As such, these statistics and
data should not be unduly relied upon by Shareholders. As a result of different market
practices, differences between published information, possible flawed collection methods or
other problems, the statistics and data shown in this prospectus might not be accurate or
complete or might not be comparable to statistics and data produced from other sources.
Accordingly, Shareholders should give careful consideration as to how much weight or
importance they should attach to or place on such statistics and data.
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RISK ASSOCIATED WITH THE COMPANY NOT INCORPORATED IN HONG
KONG

You may face difficulties in protecting your interests because the Company was
incorporated under Cayman Islands laws, and the laws of the Cayman Islands for
minority shareholders’ protection may be different from those under the laws of Hong
Kong or other jurisdictions

The Company is a Cayman Islands company and its corporate affairs are governed by
the Companies Law and other laws of the Cayman Islands. The laws of Cayman Islands
relating to the protection of the interest of minority shareholders may differ from those
under statutes and judicial precedent in existence in Hong Kong and other jurisdictions.
Therefore, remedies available to the minority shareholders of the Company may differ to
those they would have under the laws of Hong Kong or other jurisdictions. Please refer to
the section headed “Summary of Constitution of the Company and Cayman Islands Company
Law” in Appendix IV to this prospectus for more information.
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At the EGM, Mr. David Yen Ching Wai who acted as the chairman of the EGM (the
“Chairman”) reported that in the proxy form submitted by HKSCC, 230,000,000 Shares
voted against all resolutions to be proposed and resolved at the EGM and accordingly, all
resolutions relating to the Proposed Restructuring would have expected to be voted down.
The said 230,000,000 Shares were determined by the Chairman to be for and on behalf of
the Dissenting Shareholder.

A Shareholder present at the EGM raised an objection that it was irrational for a
Shareholder to vote down the Proposed Restructuring as it could cause substantial damage to
the interests of the Shareholders as a whole by halting the Resumption and preventing any
value being recovered by the Shareholders through the Proposed Restructuring.

The said Shareholder further raised objection to the Chairman as to the impropriety of
the Dissenting Shareholder’s votes (“Objection”).

Given the Objection, the Chairman consulted the Company’s legal advisers as to
matters of Cayman Islands law about the authority of the Chairman under Article 77 of the
Existing Articles to dis-apply the votes of the Dissenting Shareholder.

Upon consideration of the following circumstances and having sought and obtained
legal advice as to matters of Cayman Islands law that he was entitled to exercise discretion
not to count the votes of the Dissenting Shareholder at the EGM pursuant to Article 77 of
the Existing Articles, the Chairman decided to exercise his rights under Article 77 of the
Existing Articles to dis-apply the Dissenting Shareholder’s votes (the “Chairman
Decision”):

(i) the Company had disclosed the dilution effect of the Proposed Restructuring by
way of announcement as early as December 2018 and had further disclosed the
dilution effect in the Circular dated 27 April 2019. The Dissenting Shareholder
had never raised any issues with regard to the dilution effect until its legal adviser
issued a letter dated 16 May 2019 stating its intention to vote against the
resolutions approving the Proposed Restructuring;

(i1) the Company was placed into the third delisting stage and the Stock Exchange
only allows the Company to submit a new listing application relating to the
submitted proposal (i.e. the proposal relating to the Proposed Restructuring) but
not any other proposals. If the proposal fails to proceed for any reasons, the Stock
Exchange will proceed with the cancellation of the Company’s listing;

(iii) given that the votes cast by the Dissenting Shareholder were the only votes
against the Proposed Restructuring, this was an evidence that the Dissenting
Shareholder was acting irrationally;

(iv) to put it another way, the Dissenting Shareholder’s votes against the Proposed
Restructuring has no rational reason and could have caused damage to the
economic position of the Company and the economic value of the Shares of the
remaining Shareholders and creditors of the Company, particularly in
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circumstances where the Proposed Restructuring will return value for the
Shareholders and the Creditors. If the Proposed Restructuring were voted down,
the Shareholders would have received nothing; and

(v) in an insolvency situation, creditors have priority to any return or distribution.
Liquidators’ fiduciary duties require them to put creditors’ interests first when
exercising their judgement in pursuing recovery.

Following the Chairman’s Decision and after dis-applying the votes of the Dissenting
Shareholder, all the ordinary resolutions and special resolutions were duly passed
unanimously by the Shareholders by way of poll at the EGM.

The Liquidators also obtained written legal advice as to matters of Cayman Islands law
confirming that the Chairman properly exercised his discretion not to count the votes of the
Dissenting Shareholder at the EGM pursuant to Article 77 of the Existing Articles.

At the Hearing held on 4 June 2019, the Grand Court was informed of the Chairman’s
Decision to dis-apply the votes cast by or on behalf of the Dissenting Shareholder. To avoid
potential dispute from the Dissenting Shareholder, the Grand Court directed at the said
Hearing that the Company do seek declaratory relief in conjunction with the orders sought
for the Capital Reduction. Accordingly the Company filed and served the Declaratory
Summons dated 12 June 2019 seeking a declaration that the resolutions proposed at the
EGM were validly passed as declared by the Chairman; and/or in the alternative, a
declaration that the votes of the Dissenting Shareholder cast at the EGM in respect of the
Capital Reduction be set aside and disregarded in determining whether the resolutions
considered at the EGM were passed. The Grand Court has listed the hearing of the
Declaratory Summons and the application for the confirmation of the Capital Reduction at
10:00 a.m. on 5 July 2019 (Cayman Islands time).

The Grand Court directed that if the Dissenting Shareholder, or any other shareholder
of the Company, wishes to appear and be heard in relation to the application for the Capital
Reduction on 5 July 2019, that party must provide the Company with written notice of the
intention to appear and be heard and must file and serve any evidence in support of its
position by 26 June 2019. The Company may file reply evidence within seven days of
receipt of evidence by any Shareholder and/or the Dissenting Shareholder.

As advised by legal advisers to the Company as to matters of Cayman Islands law, the
Chairman has properly exercised his discretion not to count the votes of the Dissenting
Shareholder at the EGM pursuant to Article 77 of the Existing Articles. As such, the
Company believes that the Proposed Restructuring (including the Public Offer) should
continue to be carried out.
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Set out below are the key dates (in Hong Kong time) for Resumption:

Date Major Event

26 June 2019 Deadline for any dissenting shareholder to file its
written notice of the intention to appear and be
heard in hearing to be held on 5 July 2019 and
relevant evidence in support of its position

28 June 2019 Commencement of the Public Offer (including the
Preferential Offering)

5 July 2019 Grand Court hearing for confirming Capital
Reduction and Declaratory Summons (“Event A”)

8 July 2019 (Cayman Islands Grand Court hearing for sanctioning the Creditors’

time) Scheme

9 July 2019 High Court hearing for sanctioning the Creditors’
Scheme

On or before 15 July 2019 Effective date of the Creditors’ Scheme

(note 1)

15 July 2019 (note 2) Effective date of the Capital Reorganisation

19 July 2019 Application lists closes

25 July 2019 Announcement of completion of the YM
Subscription, the New Placing, the Public Offer
(including the Preferential Offering) and the
Acquisition

26 July 2019 Resumption and dealing in the New Shares
commence

Notes:

According to the Company Law (2018 Revision), the Creditors’ Scheme will become effective when
an office copy of the court order sanctioning the Creditors’ Scheme is delivered to the Registrar of
Companies in the Cayman Islands for registration. Section 673(6) of the Companies Ordinance (Cap
622, laws of Hong Kong) provides that the Creditors’ Scheme will become effective when an office
copy of the court order sanctioning the Creditors’ Scheme is registered with the Hong Kong Registrar
of Companies. It is expected that such registrations will be completed within seven days of the court
order.

Section 17(2) of the Companies Law (2018 Revision) provides that upon the registration of the order
and minutes with the Cayman Islands Registrar of Companies, and not earlier, the resolution for the
Capital Reduction as confirmed by the court order approving the Capital Reduction shall take effect.
Further, the explanatory statement of the Creditors’ Scheme defines “Capital Reorganisation” as
comprising the Capital Reduction, the Share Consolidation and the Increase in the Authorised Share
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Capital. The Share Consolidation and the Increase in the Authorised Share Capital take effect when
the Capital Reduction takes effect i.e. upon registration with the Cayman Islands Registrar of
Companies. It will therefore take a number of days for the court order approving the Capital
Reduction to be sealed by the Grand Court and registered with the Cayman Islands Registrar of
Companies.

Consequence if the Grand Court does not grant the orders sought by the Company
under Event A

In the event that the Grand Court does not grant any of the orders sought by the
Company under Event A, given the Proposed Restructuring will not be completed in
such circumstances, the Company will announce its withdrawal of the Public Offer on
the date of receipt of the court judgment. Refund cheques in respect of the Public Offer
will be despatched to the applicants within five Business Days from the date of the
announcement.

Consequence if the Grand Court grants the orders sought by the Company under
Event A

In the event that the Grand Court grants the orders sought by the Company under
Event A, pursuant to the legal advisers to the Company as to matters of Cayman
Islands law, the Dissenting Shareholder may apply for leave to appeal the relevant
court orders but an application for leave has to be made to the Grand Court at the time
the order is made or by summons issued within 14 days from the date of the sealed
order, and that if the Grand Court refuses to grant leave, an application for leave may
be made to the Cayman Islands Court of Appeal (“COA”) on an ex parte basis within
seven days.

The Company’s legal advisers as to matters of Cayman Islands law advised that:

(i) there is no specific timeframe for the Grand Court to issue its sealed orders
for the Declaratory Summons and Capital Reduction (“Orders”), but it is
expected to be within a matter of days after the hearing based on their
experience;

(i1) if the Dissenting Shareholder does not file application for leave to appeal
with the Grand Court by the Appeal Deadline, the Dissenting Shareholder
will be barred from making any application for appeal of the Orders or
suspension of execution; and

(iii) however, under Rule 11(6) of the Court of Appeal Rules, the Grand Court
may allow an application for leave to appeal out of time if there are
extenuating circumstances to do so. Given that the Dissenting Shareholder
already has notice of the hearings on 5 July 2019 and 8 July 2019 in the
Cayman Islands, the Company’s legal advisers as to matters of Cayman
Islands law cannot see any circumstances where the Grand Court or the COA
would grant leave to appeal out of time. The Company’s legal advisers as to
matters of Cayman Islands law cannot see any extenuating or exceptional
circumstance where the Grand Court or the COA would grant leave to appeal
out of time to the Dissenting Shareholder.
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The legal advisers to the Company as to matters of Cayman Islands law are of the
view that the Dissenting Shareholder’s position in such application is in the realm of
unrealistic or fanciful, and the prospect of the Dissenting Shareholder to obtain such
leave to be low.

The Company’s legal advisers as to matters of Cayman Islands law further
advised that:

(i) Rule 20 of the Court of Appeal 2014 provides that unless otherwise directed
by the Grand Court or the COA, the appeals process will not operate as a
suspension of execution of the proceedings under the decision of the Grand
Court and no intermediate act or proceeding will be invalidated by
commencing an appeal process;

(i) from their experience it is very difficult to obtain a suspension of execution
pending a determination of an appeal. It could be reasonably expected that
the party seeking the stay will be required to lodge a significant sum of
money with the court in an amount attributable to the loss that would be
suffered by the other party in the event that the judgment should not have
been stayed before the court might entertain the application for a suspension;

(iii) in other words, even if the Dissenting Shareholder makes an application for
leave to appeal the orders of Capital Reduction and the Declaratory
Summons, the validity and execution of the Orders will not be affected.
Even if the Dissenting Shareholder makes an application to suspend the
Orders pending its application for leave to appeal, the Dissenting
Shareholder is likely to be required to deposit a significant sum of money
with the court in an amount equivalent to the loss in value that is reasonably
expected to be suffered by the stakeholders of the Company if the Proposed
Restructuring cannot be effected.

Although it is possible that the Dissenting Shareholder may apply for leave to
appeal or suspend the Orders during the Public Offer period or after Resumption, the
legal advisers to the Company as to matters of Cayman Islands law consider that the
Dissenting Shareholder’s position is in the realm of unrealistic or fanciful, and the
prospect of the Dissenting Shareholder to obtain such leave to be low and it is very
difficult to obtain a suspension of execution.

In the event that the Grand Court grants the orders sought by the Company under
Event A and in the scenario that:

(i) the Grand Court and/or the COA grants leave to the appeal (in which event
the Dissenting Shareholder has 14 days thereafter to lodge its appeal, and the
hearing of the appeal will depend on the availability of the COA at its next
sitting, which is expected to be in August 2019);
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(i1)) the Company completes the Proposed Restructuring (including the Public
Offer) on 25 July 2019 and the Resumption will take place on 26 July 2019
as scheduled;

(iii) the hearing of that appeal is after the Company completes the Proposed
Restructuring and the Resumption; and

(iv) the Dissenting Shareholder is successful with its arguments on appeal,

the Company’s legal advisers as to matters of Cayman Islands law advised that the loss to
the Dissenting Shareholder by way of any damages award (against the Company) will be
nominal given, in fact, upon completion of the Proposed Restructuring and the Resumption,
the Dissenting Shareholder will receive a significant benefit qua its shareholding in the
Company.

In view of the above, the Proposed Directors consider that the impact of legal
proceedings from the Dissenting Shareholder on the Proposed Restructuring (including the
Public Offer) is to be minimal.

In the event that (i) the Appeal Deadline is on or before 24 July 2019; and (ii) the
Dissenting Shareholder does not apply for leave to appeal the Orders or order for suspension
of execution by the Appeal Deadline, given the Dissenting Shareholder is barred from
making any application for appeal of the Orders after the Appeal Deadline, the Company
will complete the Proposed Restructuring (including the Public Offer) on 25 July 2019 as
scheduled.

However, in the event that (i) the Appeal Deadline is on or before 24 July 2019 and
the Dissenting Shareholder applies for leave to appeal the orders or order for suspension of
execution by the Appeal Deadline; OR (ii) the Appeal Deadline is beyond 24 July 2019 and
the Company does not receive an irrevocable undertaking from the Dissenting Shareholder
that it will not take further action for appeal by 24 July 2019 to the satisfaction of SFC and
the Stock Exchange, the Company will announce its withdrawal of the Public Offer on 25
July 2019. Refund cheques in respect of the Public Offer will be despatched to the
applicants within five Business Days from the date of the announcement.

Consequence if the Dissenting Shareholder take actions in Hong Kong Court

The Company’s legal adviser as to Hong Kong laws opined that, in principle, if
the Dissenting Shareholder considers itself to be aggrieved by the Chairman’s Decision,
it could take out an application to the High Court to set aside the resolutions passed in
the EGM. Yet the subject matter herein concerns the power and authority of the
Chairman in the EGM, which is essentially the interpretation of Article 77 of the
Existing Articles. As the Existing Articles are governed by Cayman Islands law, this is
in essence a matter under Cayman Islands law, and the most appropriate forum for
determining the issue would be the Grand Court, and not the High Court. Further, as
the Company has filed the Declaratory Summons, any subsequent attempt by the

— 73 —



SPECIFIC RISK ASSOCIATED WITH THE PROPOSED RESTRUCTURING

Dissenting Shareholder to seek the High Court’s assistance in relation to the same issue
will have to be stayed pending the decision of the Grand Court in relation to the
Declaratory Summons.

Consequence if the Creditors’ Scheme does not become effective

In respect of the Creditors’ Scheme sanction hearing on 8 July 2019 (Cayman
Islands time) and the Creditors’ Scheme sanction hearing on 9 July 2019 (Hong Kong
time) for the Grand Court and the High Court respectively, all dissenting creditors and
members of the Company are entitled to be heard on the petition for sanction. If any
objection is raised by any dissenting creditors and members of the Company and such
objection can be dealt with in a short time, the Company may request the courts to
dismiss the objection in the sanction hearing. However, if the objection needs time for
hearing and consideration, the courts will likely adjourn the petition to be heard on
another day. If the courts do not sanction the Creditors’ Scheme and the Creditors’
Scheme does not become effective by 25 July 2019, i.e. the expected completion date
of the Proposed Restructuring, the Public Offer will not become unconditional. Refund
cheques in respect of the Public Offer will be despatched to the applicants within five
Business Days from the date of the announcement.

Announcement will be made when any of the scenarios occurs.
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INFORMATION ABOUT THIS PROSPECTUS AND THE PUBLIC OFFER

PARTIES’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Liquidators collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing)
Rules (Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of
giving information with regard to the Company. The Liquidators, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief the information contained in
this prospectus is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement
herein or this prospectus misleading.

This prospectus, for which the Proposed Directors collectively and individually accept
full responsibility, includes particulars given in compliance with the Companies (Winding
Up and Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market
Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the
purpose of giving information with regard to Yu Ming. The Proposed Directors, having made
all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this prospectus is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters the omission of which would
make any statement herein or this prospectus misleading.

UNDERWRITING

This prospectus is published solely in connection with the Public Offer and the
Preferential Offering. For applicants under the Public Offer and the Preferential Offering,
this prospectus and the Application Forms set out the terms and conditions of the Public
Offer and the Preferential Offering.

The New Listing Application is sponsored by Emperor Capital Limited. The Public
Offer (including the Preferential Offering) is fully underwritten by the Underwriter subject
to the terms and conditions of the Underwriting Agreement. For further information about
the Underwriter and the underwriting arrangements, please refer to the section headed
“Underwriting” in this prospectus.

INFORMATION ON THE PUBLIC OFFER

The Offer Shares are offered solely on the basis of the information contained and the
representations made in this prospectus and the Application Forms and on the terms and
conditions set out herein and therein. No person has been authorised to give any information
or make any representations other than those contained in this prospectus and the
Application Forms and, if given or made, such information or representations must not be
relied on as having been authorised by the Company, the Sponsor, the Underwriter, any of
their respective directors, officers, agents, employees or advisers or any other party involved
in the Public Offer.
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Details of the structure of the Public Offer, including its conditions and grounds for
termination, are set out in the section headed “Structure and conditions of the Public Offer
and the Preferential Offering” in this prospectus, and the procedures for applying for the
Offer Shares are set out in the section headed “How to apply for Offer Shares and Reserved
Shares” in this prospectus and on the relevant Application Forms.

Neither the delivery of this prospectus nor any offering, sale or delivery made in
connection with the Offer Shares shall, under any circumstances, constitute a representation
that there has been no change or development reasonably likely to involve a change in the
affairs of the Group and/or Yu Ming since the date of this prospectus or imply that the
information in this prospectus is correct as of any subsequent time.

Prospective applicants for the Offer Shares and/or the Reserved Shares should consult
their financial advisers and take legal advice, as appropriate, to inform themselves of, and to
observe, all applicable laws and regulations of any relevant jurisdiction. Prospective
applicants for the Offer Shares and/or the Reserved Shares should inform themselves as to
the relevant legal requirements of applying for the Offer Shares and/or the Reserved Shares
and any applicable exchange control regulations and applicable taxes in the countries of
their respective citizenship, residence or domicile.

RESTRICTIONS ON OFFER AND SALES OF THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and/or the related Application Forms in any jurisdiction other
than Hong Kong. Accordingly, this prospectus and the related Application Forms may not be
used for the purpose of, and do not constitute, an offer or invitation, nor are they calculated
to invite or solicit offers in any jurisdiction (save for the Overseas Shareholder as described
in the section headed ‘“Letter from the Liquidators — Excluded Shareholders” in this
prospectus) or in any circumstances in which such an offer or invitation is not authorised or
to any person to whom it is unlawful to make such an offer or invitation.

Each person acquiring the Offer Shares (including the Reserved Shares) will be
required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of
the restrictions on offers of the Offer Shares described in this prospectus and the Application
Forms, and that he is not acquiring, and has not been offered, any Offer Shares in
circumstances that contravene any such restrictions.

The distribution of this prospectus and the Application Forms, and the offering of the
Offer Shares in other jurisdictions are subject to restrictions and may not be made except as
permitted under the securities laws of such jurisdiction pursuant to registration with or an
authorisation by the relevant securities regulatory authorities or an exemption therefrom. In
particular, the Offer Shares have not been offered and sold, and will not be offered or sold,
directly or indirectly in the PRC or the United States of America, except in compliance with
the relevant laws and regulations of each of such jurisdiction.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee for the listing of, and permission
to deal in, the New Shares in issue and to be issued pursuant to the YM Subscription, the
New Placing and the Public Offer (including the New Shares which may be issued upon the
exercise of options which may be granted under the Share Option Scheme). No part of the
share or loan capital of the Company is listed or dealt in on any other stock exchange and,
at present, no such listing or permission to deal is being or is proposed to be sought on any
other stock exchange in the near future.

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

Pursuant to Rule 8.08(1)(a) of the Listing Rules, at least 25% of the total issued share
capital of the Company must at all times be held by the public. Accordingly, no less than
25% of the total issued share capital of the Company will be held by the public immediately
following completion of the YM Subscription, the New Placing and the Public Offer
(without taking into account any New Shares which may be allotted and issued by the
Company pursuant to the exercise of any options which may be granted under the Share
Option Scheme).

PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares (including the Reserved Shares) are recommended to
consult their professional advisers if they are in any doubt as to the taxation implications of
subscribing, purchasing, holding or disposing of, or dealings in, the Offer Shares. It is
emphasized that none of the Company, the Sponsor, the Underwriter, any of their respective
directors, agents or advisers or any other party involved in the Public Offer accepts
responsibility for any tax effects on or liabilities of any person resulting from the
subscription, purchase, holding or disposal of, or dealings in, the Offer Shares, or the
exercise of any rights in relation to the Offer Shares.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

Subject to compliance with the Articles, the fully paid Offer Shares are freely
transferable. All the Offer Shares will be registered in the Company’s branch share register
maintained in Hong Kong by the Hong Kong Branch Share Registrar, Hong Kong Registrars
Limited. The principal register of members is maintained in the Cayman Islands by the
Company’s principal share registrar and transfer office in the Cayman Islands, Conyers Trust
Company (Cayman) Limited. Only New Shares registered on the branch register of members
of the Company maintained in Hong Kong may be traded on the Stock Exchange unless the
Stock Exchange otherwise agree.
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Dealings in the New Shares registered in the Company’s branch share register
maintained in Hong Kong will be subject to Hong Kong stamp duty. The current ad valorem
rate of Hong Kong stamp duty of 0.1% on the higher of the consideration for, or the market
value of, the New Shares is charged to the purchaser on every purchase and to the seller on
every sale of the New Shares. In other words, a total of 0.2% is currently payable on a
typical sale and purchase transaction of the New Shares. In addition, a fixed duty of HK$5
is charged on each instrument of transfer (if required).

NEW SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, the New Shares on
the Stock Exchange and compliance with the stock admission requirements of HKSCC, the
New Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Resumption Date or subject to contingent
situation, any other date determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second
Business Day after any trading day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time.

All necessary arrangements have been made for the Offer Shares to be admitted into
CCASS. Investors should seek the advice of their stockbrokers or other professional advisers
for details of those settlement arrangements and how such arrangements will affect their
rights and interests.

STRUCTURE AND CONDITIONS OF THE PUBLIC OFFER

Details of the structure of the Public Offer, including its conditions and grounds for
termination, are set out under the section headed “Structure and conditions of the Public
Offer and the Preferential Offering” in this prospectus.

PROCEDURES FOR APPLICATION FOR THE OFFER SHARES AND THE
RESERVED SHARES

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

COMMENCEMENT OF DEALINGS IN THE NEW SHARES

Assuming that the Public Offer becomes unconditional at or before 8:00 a.m. in Hong
Kong on Friday, 26 July 2019, it is expected that resumption on dealings of the New Shares
in issue and the dealings in the Offer Shares on the Stock Exchange will commence at 9:00
a.m. on Friday, 26 July 2019. The New Shares will be traded in board lots of 5,000 New
Shares each. The stock code of the New Shares will be 1073.
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The Offer Shares (including the Reserved Shares) will be traded in board lots of 5,000
New Shares each. Qualifying Shareholders should note that Assured Entitlement to Reserved
Shares may not represent a number of a full board lot of 5,000 New Shares. Further, there is
no fractional entitlements to the Reserved Shares; the Reserved Shares allocated to a
Qualifying Shareholder will be rounded down to the nearest whole number if required. For
further details of the Preferential Offering and the Assured Entitlement, please refer to the
section headed “Structure and conditions of the Public Offer and the Preferential Offering —
The Preferential Offering” in this prospectus.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject
to rounding adjustments. Accordingly, figures shown as totals in certain tables may not be
an arithmetic aggregation of the figures preceding them.

LANGUAGE

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

EXCHANGE RATES CONVERSION

For exchange rates translations throughout this prospectus (if any), we make no
representation and none should be construed as being made, that any of the amounts
contained in this prospectus could have been or could be converted into amounts of any
other currency at any particular rate or at all on such date or any other date.
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This section contains certain information which has been directly or indirectly
derived, in part, from various governmental, official and other, publicly available
documents, the internet or other sources. The Liquidators believe that the sources of this
information are appropriate and have taken reasonable care in extracting, compiling and
reproducing such information. The Liquidators have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render
such information false or misleading. The information has not been independently
verified by the Company, the Sponsor, the Liquidators, the Vendor or Yu Ming, or any of
their respective directors, officers, advisers or representatives or any other person
involved in the Resumption Proposal, and therefore may not be accurate, complete or
up-to-date. The Company makes no representation (express or implied) as to the
accuracy, completeness or fairness of such information and accordingly the information
contained in this section should not be unduly relied upon.

In respect of the information which has been directly or indirectly derived from the
Stock Exchange’s documents or its website, the Stock Exchange and its subsidiaries do
not guarantee the accuracy, completeness or reliability of the information and do not
accept any liability (whether in tort, contract or otherwise) for any loss or damage
arising from any inaccuracy or omission in the information; or for any decision, action
or non-action based on or in reliance upon any such information by any person.

OVERVIEW OF CORPORATE FINANCE ADVISORY BUSINESS IN HONG KONG
Number of listed companies and newly listed companies in Hong Kong

The Stock Exchange operates two markets, the Main Board and GEM. Eligible
companies may be listed on either market. The Main Board is a market for companies that
satisfy the Stock Exchange’s profit or other financial standards requirements under the
Listing Rules as at the time of listing, while GEM has admission requirements largely in
line with Main Board but less stringent.

The number of listed companies on the Stock Exchange rose from 1,261 in 2008 to
2,315 in 2018, with a CAGR of approximately 6.3%, of which approximately 83% were
listed on the Main Board. The chart below shows the number of companies listed on the
Stock Exchange (both Main Board and GEM) as at the respective year end date on 31
December, from 2008 to 2018:
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Source: SFC website — Market and industry statistics
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The table below shows the number of newly listed companies on the Stock Exchange
(both Main Board (including transfer of listing from GEM) and GEM) during the period
from 2008 to 2018:

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Main Board 47 68 106 88 52 87 103 104 81 94 143
GEM 2 5 7 13 12 23 19 34 45 80 75
Total 49 73 113 101 64 110 122 138 126 174 218

Source: SFC website — Market and industry statistics

The majority of newly listed companies were listed on the Main Board but the relative
percentage, as well as the total number, has fluctuated in past ten years. In 2018, there was
a total of 218 companies newly listed on the Main Board and GEM, representing a CAGR
of approximately 16.1% since 2008. Companies listed on the Main Board range from
conglomerates and banks to utilities and property developers.

From 2013 to 2018, over 100 new companies had been listed on the Main Board and
GEM each year. The increase in number of companies listed on the Stock Exchange
increased the potential demand for corporate financial advisory services whether by listed
companies or shareholders of and potential investors in listed companies and create more
business opportunities for corporate finance advisory firms.

Equity fund raising in Hong Kong

With the increasing number of listed companies in Hong Kong, the level of equity fund
raising on the Stock Exchange, whether through IPOs or other new issue, has been active,
though the amount of funds raised has been volatile in the past years. According to the
market and industry statistics of the SFC, the equity funds raised on the Main Board during
the year 2015 reached approximately HK$1,087 billion. Equity funds raised on the Main
Board during the year 2016 to 2018 dropped to between approximately HK$471.2 billion
and HKS$530.8 billion, representing a CAGR of approximately 7.5% for the period from
2013 to 2018. During the same period, the equity funds raised on GEM have increased less
rapidly, recording a CAGR of approximately 3.7%.
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Set out below is a breakdown of equity funds raised directly and indirectly on the Main
Board and GEM between 2008 and 2018:

(Approximately Initial public Rights

HKS$ billion) offering issue Placing Others Total
Main Board

2008 65.8 47.6 54.2 250.6 418.2
2009 247.9 177.3 140.6 72.0 637.8
2010 448.8 181.9 133.0 81.8 845.5
2011 258.5 63.8 63.0 97.5 482.8
2012 88.9 29.6 134.6 47.1 300.2
2013 165.8 30.8 98.0 75.2 369.8
2014 230.4 78.6 295.5 325.0 929.5
2015 258.6 116.5 424.1 287.8 1,087.0
2016 190.7 53.8 147.1 79.6 471.2
2017 122.6 56.5 335.3 53.0 567.4
2018 281.4 32.2 137.5 79.7 530.8
GEM

2008 0.2 0.3 3.7 4.8 9.0
2009 0.4 0.7 2.5 0.8 4.4
2010 0.6 1.4 7.7 3.5 13.2
2011 1.3 1.4 2.9 1.9 7.5
2012 1.1 1.1 1.8 1.1 5.1
2013 3.2 0.6 3.5 1.8 9.1
2014 2.2 3.5 4.9 2.8 13.4
2015 2.7 5.1 12.2 1.9 21.9
2016 4.6 3.5 7.0 3.8 18.9
2017 5.9 2.5 4.0 1.6 14.0
2018 5.1 0.3 2.6 2.9 10.9

Source: SFC website — Market and industry statistics

As shown from the table above, overall performance of the equity fund raising market
fluctuates from year to year. There is no particular trend in terms of the quantitative amount
of the overall equity funds raised during these years.

The equity funds raised by way of rights issue, placing and other methods such as by
way of warrants exercised, consideration issue and share option scheme on the Main Board
during the year 2018 were approximately HK$32.2 billion, HK$137.5 billion and HK$79.7
billion respectively, representing a CAGR of approximately 0.9%, 7.0% and 1.2% over the
years from 2013 to 2018 respectively.

The GEM was established as an alternative market to the Main Board in November

1999 to provide capital formation opportunities for growth companies. Amendments to the
GEM Listing Rules, which took effect on July 2008, introduced a streamlined process for
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GEM listed companies to transfer listing to the Main Board, thus repositioning GEM as a
stepping stone to the Main Board. Compared to the Main Board, the GEM tends to be much
smaller in both the number of listed companies and market capitalisation.

As shown from the table above, the equity funds raised by way of rights issue, placing
and other methods such as by way of warrants exercised, consideration issue and share
option scheme on GEM during the year 2018 were approximately HK$0.3 billion, HK$2.6
billion and HK$2.9 billion, representing a CAGR of approximately -13.0%, -5.8% and
10.0% over the years from 2013 to 2018 respectively.

Fund raising through rights issue, placing and issues of new shares to satisfy
considerations of acquisitions are common amongst Hong Kong listed companies, for which
financial advisory and/or independent financial advisory services are often required.
Corporate finance advisory firms could therefore benefit from these increased fund raising
activities for providing advice on such rights issue, placings and mergers and acquisitions
transactions.

Takeovers Code related matters

As set out in the section headed “Business of Yu Ming” of this prospectus, Yu Ming’s
corporate finance advisory business includes acting as financial adviser in connection with
takeovers and to the Takeovers Code related matters. The aforementioned growth in the
number of listed companies on the Stock Exchange in the past decade has led to a widened
pool of potential clients and thereby a rise in potential demand for financial advisory
services relating to the Takeovers Code.
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According to the statistics available from SFC’s annual report 2017-2018, there were
289 Takeovers Code related applications and 112 Takeovers Code related transactions as
compared to 367 Takeovers Code related applications and 127 Takeovers Code related
transactions as mentioned in SFC’s annual report 2016-2017. Throughout the period from
2006 to 2018 there have also been a steady number of such transactions and applications. In
view of the above, the Liquidators believe that the outlook of the corporate finance advisory
business relating to the Takeovers Code will be positive, which is beneficial to the prospect
of Yu Ming’s corporate finance services. Set out below is a breakdown of takeover activities
from 2006/07 to 2017/18:

Number of other

Number of applications under the

Takeovers Code Takeovers Code or Code
related transactions on Share Buy-backs Total
2006/07 69 215 284
2007/08 99 258 357
2008/09 74 192 266
2009/10 96 267 363
2010/11 67 237 304
2011/12 71 212 283
2012/13 66 185 251
2013/14 81 209 290
2014/15 96 288 384
2015/16 109 326 435
2016/17 127 367 494
2017/18 112 289 401

Source: SFC website — Annual reports
Competitive environment in the corporate finance advisory industry

Any corporation and person carrying out regulated activities have to be licensed or
registered with the SFC unless specific exemption is provided. Details of the regulatory
environment are set out in the section headed “Regulatory Overview” of this prospectus.

One of the main businesses of Yu Ming during the Track Record Period, being
corporate financial advisory services including financial advisory, independent financial
advisory and retainer engagements, are principally covered under the Type 6 (advising on
corporate finance) regulated activity which Yu Ming is licensed to carry out.
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Yu Ming is also licensed to carry out Type 1 (dealing in securities) regulated activity,
which allows Yu Ming to participate in fund raising activities, including acting as placing
agent and/or underwriter for listed companies. Set out below is the number of licensed
corporations, registered institutions, responsible/approved officers and licensed
representatives for Type 1 (dealing in securities) and Type 6 (advising on corporate finance)
regulated activities as at the end of the past five years ended 31 December 2018:

Responsible/
Licensed Registered approved Licensed
corporations institutions officers representatives
Type 1 (dealing in
securities)
2014 973 117 3,284 24,656
2015 1,024 118 3,434 25,765
2016 1,129 121 3,770 25,866
2017 1,247 119 4,163 26,309
2018 1,350 117 4,625 27,008
Type 6 (advising on
corporate finance)
2014 267 37 893 3,828
2015 2175 35 909 4,051
2016 288 33 963 4,122
2017 315 35 1,067 4,408
2018 331 35 1,172 4,828

Source: SFC website — Market and industry statistics

Type 1 (dealing in securities) regulated activity is highly competitive, with 1,350
licensed corporations and 117 registered institutions eligible to carry out such regulated
activity as at 31 December 2018. In terms of individuals, there were 4,625 responsible/
approved officers and 27,008 licensed representatives to carry out Type 1 (dealing in
securities) regulated activity as at 31 December 2018.

As shown from the above table, there were 331 licensed corporations and 35 registered
institutions licensed to carry out Type 6 (advising on corporate finance) regulated activity as
at 31 December 2018. In terms of individuals, there were 1,172 responsible/approved
officers and 4,828 licensed representatives to carry out Type 6 (advising on corporate
finance) regulated activity as at 31 December 2018. Because of the number of qualified
participants, the Liquidators consider that Yu Ming operates in a highly competitive
environment in respect of the corporate finance business.

In view of the gradual increasing number of licensed corporations, the Liquidators

consider that the competitive nature of the corporate finance advisory industry may intensify
in the future.
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Competitive environment in the asset management industry

Set out below is the number of licensed corporations, registered institutions,
responsible/approved officers and licensed representatives for Type 9 (asset management)
regulated activity as at the end of the past five years ended 31 December 2018:

2014
2015
2016
2017
2018

Responsible/

Licensed Registered approved Licensed
corporations institutions officers representatives
1,031 43 2,501 5,228

1,135 42 2,751 5,821

1,300 40 3,177 6,366

1,477 36 3,576 6,954

1,643 35 4,101 7,588

Source: SFC website — Market and industry statistics

Entry barriers

Despite the large number of market competitors, the Liquidators consider that certain
barriers of entry exists which limit new firms from entering into the corporate finance
advisory and asset management industry in Hong Kong, namely:

()

(i1)

(iii)

(iv)

the licensing requirement for a corporate finance advisory and asset management
firm to conduct regulated activities under the SFO;

the requirement for such firms to employ skilled professionals as licensed
representatives and responsible officers to conduct regulated activities under the
SFO;

the requirement to maintain a minimum paid-up share capital and liquid capital at
all times pursuant to the relevant requirements under the SFO. In the case of Type
6 (advising on corporate finance) regulated activity where the corporation is not
subject to the licensing condition that it shall not hold client assets, the minimum
liquid capital requirement is HK$3,000,000. In the case of Type 6 (advising on
corporate finance) regulated activity where the corporation will not act as a
sponsor, which is the case of Yu Ming, the minimum paid-up share capital and the
minimum liquid capital requirement is HK$5,000,000 and HK$3,000,000
respectively; and

for its asset management business, Yu Ming has provided investment management

services to SHK for over 20 years, has formed an understanding of the investment
objectives of SHK and knowledgeable with the investment process of SHK.
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In respect of Type 6 (advising on corporate finance) regulated activity, the SFC can
also impose licensing conditions, for example, to restrict the licensee to advise on matters/
transactions falling within the ambit of the Takeovers Code. Save for the condition that Yu
Ming shall not act as sponsor, there is no licensing condition that applies to the Type 6
(advising on corporate finance) regulated activity of Yu Ming.

ASSET MANAGEMENT OVERVIEW

For the asset management business, Yu Ming solely manages SHK Hong Kong
Industries Limited, an investment company listed on the Stock Exchange under Chapter 21
of the Listing Rules.

The table below shows (i) all the investment managers that manages investment
companies listed on the Stock Exchange under Chapter 21 of the Listing Rules (“Chapter
21 Companies”) and (ii) the respective names and net asset values (as disclosed in their
respective latest published annual reports or interim reports up to the Latest Practicable
Date) of the Chapter 21 Companies under their management:

Approximate
net asset
Investment managers Chapter 21 Companies value
(HK$’000)
Tianhe Quant Asset Management China Ding Yi Feng Holdings 368,821
Limited Limited (formerly known as
China Investment Fund
International Holdings Limited)
(stock code: 612)
Avia Asset Management Limited China Financial Leasing Group 134,858
Limited (stock code: 2312)
Fortune Legendary Asset Eagle Ride Investment Holdings (52,694)
Management Limited Limited (stock code: 901)
China Everbright Securities (HK) China New Economy Fund 73,167
Limited Limited (stock code: 80)
China Everbright Securities (HK) China Investment Development 187,150
Limited Limited (stock code: 204)
China Everbright Securities (HK) Core Economy Investment Group 30,682
Limited Limited (formerly known as
Earnest Investments Holdings
Limited) (stock code: 339)
China Everbright Securities (HK) Unity Investments Holdings 335,291

Limited

Limited (stock code: 913)
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Investment managers

China Everbright Securities (HK)
Limited

China Everbright Securities (HK)
Limited

China Financial International
Investments & Managements
Limited

China Merchants China Investment
Management Limited

Avia Asset Management Limited

Avanta Investment Management

Limited

Opus Capital Management Limited

Hua Yu Investment Management
Limited

HuaAn Asset Management (Hong
Kong) Limited

China Everbright Securities (HK)
Limited

Oriental Patron Asia Limited

Shanghai International Asset
Management (Hong Kong)
Company Limited

Silverstone Investments Limited

Chapter 21 Companies

China Innovation Investment
Limited (stock code: 1217)

China Investment and Finance
Group Limited (stock code: 1226)

China Financial International
Investments Limited (stock code:
721)

China Merchants China Direct
Investments Limited (stock code:

133)

National Investments Fund
Limited (stock code: 1227)

Grand Investment International
Ltd. (stock code: 1160)

Prosperity Investment Holdings
Limited (stock code: 310)

DT Capital Limited (stock code:
356)

China Development Bank
International Investment Limited
(stock code: 1062)

Capital VC Limited (stock code:
2324)

OP Financial Limited (formerly
known as OP Financial
Investments Limited) (stock code:
1140)

Shanghai International Shanghai
Growth Investment Limited
(stock code: 770)

China Internet Investment
Finance Holdings Limited (stock
code: 810)
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net asset
value

(HK$’000)

684,257

427,775

1,308,816

4,485,430

(100,495)

19,318

240,093

182,401

1,623,939

670,991

5,411,660

32,817

142,041
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Investment managers Chapter 21 Companies

Tiger Securities Asset Management Cocoon Holdings Limited
Company Limited (formerly known as Huge China
Holdings Limited)
(stock code: 428)

Upbest Assets Management UBA Investments Limited
Limited (stock code: 768)

Yu Ming Investment SHK Hong Kong Industries
Management Limited Limited (stock code: 666)

Total net asset value:

Approximate
net asset
value
(HK$°000)

135,391

152,319

1,098,295

17,592,323

As shown in the table above, only China Everbright Securities (HK) Limited manages
several Chapter 21 Companies and Avia Asset Management Limited manages two Chapter 21
Companies. All other investment managers (including Yu Ming) manage just one Chapter 21
Company, showing that it is a common market practice for investment managers to have one

Chapter 21 Company as its client.
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This section sets out a summary of certain aspects of the laws and regulations which
are relevant and material to Yu Ming’s business. As this is a summary, information contained
in this section should not be construed as a comprehensive summary of laws and regulations
applicable to Yu Ming.

THE SECURITIES AND FUTURES COMMISSION

Set up in 1989, the SFC is an independent statutory body governed by the SFO,
responsible for regulating the securities and futures markets in Hong Kong. The SFC works
to ensure orderly securities and futures market operations, to protect investors and help
promote Hong Kong as an international financial centre.

As a statutory body, the SFC’s work is defined and governed by the SFO which sets
out its powers, roles and responsibilities. The SFC derives its investigative, remedial and
disciplinary powers from the SFO and subsidiary legislations. The SFC is operationally
independent of the Hong Kong Government and is funded mainly by transaction levies and
licensing fees.

As set out in the SFO, the SFC’s regulatory objectives include:

° to develop and maintain competitive, efficient, fair, orderly and transparent
securities and futures markets;

° to help the public understand the workings of the securities and futures industry;

e to provide protection for the investing public;

° to minimise crime and misconduct in the markets;

° to reduce systemic risks in the industry; and

° to assist the Government in maintaining Hong Kong’s financial stability.

The SFC is the only Hong Kong financial regulator given the mandate to educate the
investing public. Following the enactment of the Securities and Futures (Amendment)
Ordinance 2012, the Investor Education Centre was formed as an SFC subsidiary to educate
the public on a broad range of retail financial products and services.

The SFC is divided into 5 operational divisions: Corporate Finance, Enforcement,
Investment Products, Supervision of Markets and Intermediaries (including Licensing and

Intermediaries Supervision). The SFC is also supported by the Legal Services and Corporate
Affairs division.
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SECURITIES AND FUTURES ORDINANCE

Effective from 1 April 2003, the SFO consolidated and modernised the 10 previous
ordinances regulating the securities and futures market in Hong Kong, including the
regulation of securities, futures, leveraged foreign exchange and derivative markets as well
as credit ratings, intermediaries and their conduct of regulated activities and the offering of

investments to the public in Hong Kong.

To achieve the regulatory objectives under the SFO, the SFC regulates the following
participants, including investors, in the securities and futures markets:

(1) brokers, investment advisers, fund managers and intermediaries carrying out the
regulated activities as listed in the sub-section headed “Types of regulated
activities” below

(i) investment products

(iii) listed companies

(iv) Hong Kong Exchanges and Clearing Limited

(v) automated trading service providers

(vi) approved share registrars

(vii) Investor Compensation Company Limited

(viii) market participants (including investors)

Types of regulated activities

“Intermediary” means a licensed corporation or a registered institution under Schedule
1 Interpretation and General Provisions of the SFO.

Schedule 5 to the SFO stipulates 12 types of regulated activities that can be carried on
by intermediaries and provides a detailed definition for each of them.

These regulated activities are:

° Type 1 Dealing in securities

e  Type 2 Dealing in futures contracts

° Type 3 Leveraged foreign exchange trading
° Type 4 Advising on securities

° Type 5 Advising on futures contracts
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e Type 6 Advising on corporate finance

e  Type 7 Providing automated trading services
° Type 8 Securities margin financing

° Type 9 Asset management

e  Type 10 Providing credit rating services

e Type 11 Dealing in OTC derivative products or advising on OTC derivative
products V¢ /

° Type 12 Providing client clearing services for OTC derivative transactions V¢ 2

Notes:
1. Not yet in operation.
2. The new Type 12, Part 1, Schedule 5 added by the Securities and Futures (Amendment) Ordinance

2014 (6 of 2014) came into operation on 1 September 2016, in so far as it relates to paragraph (c) of
the new definition of excluded services in Part 2 of Schedule 5 of the SFO.

Persons conducting business in such regulated activities are generally required to be
licensed or registered with the SFC. The regulated activities that they are permitted to carry
out are specified on their licences or certificates of registration.

Details of licensed individuals are available at the SFC’s online Public Register of
Licensed Persons and Registered Institutions. The SFC issues printed licences for licensed
corporations and certificates of registration for registered institutions and these licences must
be exhibited prominently at their places of business.

Types of intermediaries regulated by the SFC

According to the SFO, the types of intermediaries comprise the following:

1. Licensed corporation:

A corporation (not being an authorised financial institution) which is granted a
licence to carry on one or more than one regulated activity under section 116 of the
SFO; and

Temporary licensed corporation:

A corporation (not being an authorised financial institution) which is granted

a temporary licence to carry on, for a period not exceeding 3 months, one or more
than one regulated activity under section 117 of the SFO.
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2. Responsible officer:

A licensed representative who is also approved as a responsible officer under
section 126 of the SFO to supervise the regulated activity of the licensed corporation to
which he is accredited.

3. Licensed representative:

An individual who is granted a licence under section 120(1) of the SFO to carry
on one or more than one regulated activity for a licensed corporation to which he is
accredited;

Provisional licensed representative: an individual who is granted a provisional
licence under section 120(2) of the SFO to carry on one or more than one regulated
activity for a licensed corporation to which he is accredited (prior to the grant of his
licence under section 120(1) of the SFO); and

Temporary licensed representative:

An individual who is granted a temporary licence under section 121 of the

SFO to carry on, for a period not exceeding 3 months, one or more than one

regulated activity for a corporation licensed under section 116 or 117 to which he

is accredited.
4. Registered institution:

An authorised financial institution which is registered to carry on one or more
than one regulated activity under section 119 of the SFO, where an authorised financial
institution means an authorised institution as defined in section 2(1) of the Banking
Ordinance (i.e. a bank, a restricted licence bank or a deposit-taking company).

Licensing regime under the SFO
The SFC acts as a gatekeeper of standards for individuals and corporations who seek to
enter the securities and futures markets of Hong Kong, and its functions include the

following:

° grant licences to those who are appropriately qualified and can demonstrate their
fitness and properness to be licensed under the SFO;

e  maintain a public register of licensed persons and registered institutions;
e monitor the on-going compliance of licensing requirements by licensees,
substantial shareholders of licensed corporations and directors of licensed

corporations and substantial shareholders; and

° initiate policies on licensing issues
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The SFC operates a system of authorising corporations and individuals (through
licences) to act as financial intermediaries. Under the SFO, a corporation which is not an
authorised financial institution (as defined in section 2(1) of the Banking Ordinance, Chapter
155 of the Laws of Hong Kong) and is:

(a) carrying on a business in a regulated activity (or holding itself out as carrying on
a regulated activity); or

(b) actively marketing, whether in Hong Kong or from a place outside Hong Kong, to
the public any services it provides, which would constitute a regulated activity if
provided in Hong Kong,

must be licensed by the SFC to carry on the regulated activities, unless one of the
exemptions under the SFO applies.

Fit and proper criteria

Section 116(3) of the SFO provides that the SFC shall refuse to grant a licence to carry
on a regulated activity unless the applicant for licence satisfies the SFC that, inter alia, the
applicant is a fit and proper person to be licensed for the regulated activity.

Section 129(1) of the SFO provides that in considering whether a person, an individual,
corporation or institution, is fit and proper for the purposes of licensing or registration, the
SFC shall, in addition to any other matter that the SFC may consider relevant, have regard
to the following:

e financial status or solvency;

° educational or other qualifications or experience having regard to the nature of the
functions to be performed;

° ability to carry on the regulated activity concerned competently, honestly and
fairly; and

e  reputation, character, reliability and financial integrity of the applicant and other
relevant persons as appropriate.

It is also provided that the above criteria must be considered in respect of the person
(if an individual), the corporation and any of its officers (if a corporation) or the institution,
its directors, chief executive, managers and executive officers (if an authorised financial
institution).

The Fit and Proper Guidelines apply to a number of persons including the following:

I.  an individual who applies for licence or is licensed under Part V of the SFO;

2.  a licensed representative who applies for approval or is approved as a responsible

officer under Part V of the SFO;
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a corporation which applies for licence or is licensed under Part V of the SFO;

an authorised financial institution which applies for registration or is registered
under Part V of the SFO;

an individual whose name is to be or is entered in the register maintained by the
Hong Kong Monetary Authority under section 20 of the Banking Ordinance; and

an individual who applies to be or has been given consent to act as an executive
officer of a registered institution under section 71C of the Banking Ordinance.

Furthermore, section 129(2) of the SFO empowers the SFC to take into consideration
any of the following matters in considering whether a person is fit and proper:

(@)

(b)

(c)

(d)

(e)

decisions made by such relevant authorities as stated in section 129(2)(a) of the
SFO or any other authority or regulatory organisation, whether in Hong Kong or
elsewhere, in respect of that person;

in the case of a corporation, any information relating to:
(i) any other corporation within the group of companies; or

(i) any substantial shareholder or officer of the corporation or of any of its
group companies;

in the case of a corporation licensed under section 116 or section 117 of the SFO
or registered under section 119 of the SFO or an application for such licence or
registration:

(i) any information relating to any other person who will be acting for or on its
behalf in relation to the regulated activity; and

(i1)) whether the person has established effective internal control procedures and
risk management systems to ensure its compliance with all applicable
regulatory requirements under any of the relevant provisions;

in the case of a corporation licensed under section 116 or section 117 of the SFO
or an application for the licence, any information relating to any person who is or
to be employed by, or associated with, the person for the purposes of the
regulated activity; and

the state of affairs of any other business which the person carries on or proposes
to carry on.

The SFC is obliged to refuse to grant a licence or registration if the applicant fails to
satisfy the SFC that the applicant is a fit and proper person to be licensed. The onus is on
the applicant to prove to the SFC that the applicant is fit and proper to be licensed for the
regulated activity.
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Licensed corporation

For application as a licensed corporation, the company has to satisfy the SFC that it
has a proper business structure, good internal control systems and qualified personnel to
ensure the proper management of risks that it will encounter in carrying on the proposed
business as detailed in the business plan submitted to the SFC. Detailed guidelines to meet
the requirements and expectations of the SFC are contained in the following:

e  Guidelines on Competence;

e Code of Conduct for Persons Licensed by or Registered with the Securities and
Futures Commission (“The SFC Code of Conduct”);

° Management, Supervision and Internal Control Guidelines for Persons Licensed by
or Registered with the Securities and Futures Commission (“The Internal
Control Guidelines”);

e  Corporate Finance Adviser Code of Conduct.

To comply with the regulatory requirements of the SFC as mentioned above, Yu Ming
was granted licences for Type 1 (dealing in securities), Type 4 (advising on securities), Type
6 (advising on corporate finance) and Type 9 (asset management) regulated activities by the
SFC since 6 December 2005.

Yu Ming’s licences as published on the SFC’s Public Register of Licensed Persons and
Registered Institutions is subject to the following condition which, in the view of the
Proposed Directors, has no material impact on the businesses of Yu Ming:

In respect of Type 6 (advising on corporate finance) regulated activity, with effect from
1 January 2007, Yu Ming shall not act as sponsor in respect of an application for the listing
on a recognized stock market of any securities.

In respect of Type 9 (asset management) regulated activity, Yu Ming shall not provide a
service of managing a portfolio of futures contracts for another person.

There is no condition imposed by the SFC on Type 1 (dealing and securities) and Type
4 (advising on securities) licence granted to Yu Ming.

Responsible officers

For each regulated activity, a licensed corporation should appoint not less than two
responsible officers to directly supervise the said regulated activity, at least one of the
proposed responsible officers must be an executive director of the licensed corporation. For
each regulated activity for which the licensed corporation applies, the licensed corporation
should have at least one responsible officer available at all times to supervise the business.
The same individual may be appointed to be a responsible officer for more than one
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regulated activity provided that he is fit and proper to be so appointed and there is no
conflict in the roles assumed. All executive directors must seek SFC’s prior approval as
responsible officers.

Qualification and experience required for being a responsible officer

A person who intends to apply to be a responsible officer must demonstrate that he
fulfils the requirements on both competence and sufficient authority. An applicant should
possess appropriate ability, skills, knowledge and experience to properly manage and
supervise the corporation’s regulated activity or activities. Accordingly, the applicant has to
fulfil certain requirements on academic and industry qualifications, industry experience,
management experience and regulatory knowledge as stipulated by the SFC.

Where an individual applies to carry on a Type 6 (advising on corporate finance)
regulated activity and intends to give advice on matters falling within the ambit of the
Takeovers Code, he should satisfy the SFC that he has sufficient experience in this area. If
the SFC is not satisfied that he is competent to acting on his own to advise on Code-related
matters, certain conditions may be imposed on his licence limiting the scope of his work.

Licensed representative

An individual is required to be a licensed representative if he/she is performing a
regulated function for his/her principal which is a licensed corporation in relation to a
regulated activity carried on as a business, or if he/she holds himself/herself out as
performing such a function.

Qualification and experience required for being a licensed representative

A person who intends to apply to be a licensed representative must demonstrate his/her
competence. An applicant has to establish that he/she has the requisite basic understanding
of the securities market in which he/she is to work as well as the laws and regulatory
requirements applicable to the industry. In assessing the applicant’s competence to be
licensed as a licensed representative, the SFC will have regard to the applicant’s academic
and industry qualifications and regulatory knowledge.

Minimum capital requirements and the FRR

Licensed corporations are required under section 145 of the SFO to maintain at all
times a minimum level of paid-up share capital and liquid capital. Depending on the types
of regulated activity that the licensed corporation is applying for, licensed corporation has to
maintain at all times paid-up share capital and liquid capital not less than the specified
amounts according to the FRR. The FRR sets out the computation of a number of variables
in respect of all the liquid assets (the values of which are subject to adjustments to cater for
factors such as illiquidity and credit risks as prescribed under Division 3 of Part 4 of the
FRR) and ranking liabilities (being the sum of the liabilities on the balance sheet after
adjustments to cater for factors such as market risks and contingency as prescribed under
Division 4 of Part 4 of the FRR) of a licensed corporation and its liquid assets must exceed
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its ranking liabilities. If a licensed corporation conducts more than one type of regulated
activity, the minimum paid-up share capital and liquid capital that it must maintain shall be
the higher or the highest amount required amongst those regulated activities.

The following table summarises the minimum paid-up capital and liquid capital that a
licensed corporation is required to maintain for Type 1 (dealing in securities), Type 4
(advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activities:

Regulated activity
Type 1: Dealing in securities

(i) in the case where the corporation
provides securities margin financing

(ii) in the case where the corporation is an
approved introducing agent or trader

(ii1) in any other case
Type 4: Advising on securities

(1) in the case where the corporation is
subject to the licensing condition that it
shall not hold client assets

(i) in any other case
Type 6: Advising on corporate finance

(i) in the case where the corporation acts as
a sponsor:
—  hold client assets
—  not hold client assets

(i1) in the case where the corporation does
not act as a Sponsor:
- hold client assets
- not hold client assets

Type 9: Asset management

(1) in the case where the corporation is
subject to the licensing condition that it
shall not hold client assets

(i) in any other case
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Minimum
paid-up share
capital

HK$10,000,000

Not applicable

HK$5,000,000

Not applicable

HK$5,000,000

$10,000,000
$10,000,000

$5,000,000
Not applicable

Not applicable

HK$5,000,000

Minimum
amount of
required liquid
capital

HK$3,000,000

HK$500,000

HK$3,000,000

HK$100,000

HK$3,000,000

$3,000,000
$100,000

$3,000,000
$100,000

HK$100,000

HK$3,000,000
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Minimum paid-up share capital

Yu Ming, being a corporation licensed to carry on Type 1 (dealing in securities) but
does not provide securities margin financing, Type 4 (advising on securities), Type 6
(advising on corporate finance) but does not undertake sponsor work, and Type 9 (asset
management) regulated activities under the SFO, is required to maintain minimum paid-up
share capital at the highest amounts amongst the regulated activities it participates in, being
HK$5,000,000.

Minimum amount of required liquid capital

Pursuant to the FRR, a licensed corporation shall maintain a minimum liquid capital at
all times of an amount which is the higher of (a) the amount set out in the table above; and
(b) 5.0% of the aggregate of the licensed corporation’s on-balance sheet liabilities including
provisions made for liabilities already incurred or for contingent liabilities but excluding
certain amounts stipulated in the definition of “adjusted liabilities” under the SFO.

Pursuant to the FRR, Yu Ming shall also maintain at all times a minimum liquid capital
of HK$3.0 million.

Payment of annual fees

Under section 138(2) of the SFO, a licensed corporation, a licensed person and a
registered institution shall pay to the SFC annual fees within one month after each
anniversary of the date of grant of the licence or certificate of registration (as the case may
be), or on such other date as may be approved by the SFC by notice in writing. Details of
the annual fees applicable to the four types of regulated activities engaged by Yu Ming are
as follows:

Type of intermediary Annual fees for regulated activities
Licensed corporation HK$4,740 per regulated activity
Licensed representative (not approved as HK$1,790 per regulated activity

responsible officer)

Licensed representative (approved as HK$4,740 per regulated activity
responsible officer)

The SFC issued a circular on 24 March 2016 waiving the annual licensing fee for all
licensed corporations, responsible officers and licensed representatives from 1 April 2016 to
31 March 2018 and issued a further circular on 15 March 2018 waiving the annual license
fee for all licensed corporations, responsible officers and licensed representatives from 1
April 2018 to 31 March 2019. From 1 April 2019 to 31 March 2021, all annual licensing
fees payables by each licensed corporation, registered institution, responsible officer and
license representative are eligible for the concession rate of 50% of the annual licensing
fees.
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CONTINUING COMPLIANCE OBLIGATIONS
Remaining fit and proper

Licensed corporations, licensed persons and registered institutions must remain fit and
proper at all times and comply with all applicable provisions of the SFO and its subsidiary
legislation as well as the codes and guidelines issued by the SFC.

Submission of audited accounts

A licensed corporation must submit its audited accounts and other required documents
in accordance with the requirements under the Securities and Futures (Accounts and Audit)
Rules (Chapter 571P of the Laws of Hong Kong). Such rules prescribe the contents of the
annual accounts and the auditor’s report of such accounts to be submitted by licensed
corporations to the SFC. Licensed corporations and associated entities of intermediaries
(except for those which are authorised financial institutions) are required to submit their
audited accounts and other required documents within four months after the end of each
financial year as required under section 156(1) of the SFO.

Submission of financial resources returns

Licensed corporations are required to submit monthly financial resources returns to the
SFC except for those licensed corporations for only Type 4 (advising on securities), Type 5
(advising on futures contracts), Type 6 (advising on corporate finance), Type 9 (asset
management) and/or Type 10 (providing credit rating services) regulated activities and their
licences are subject to the condition that they shall not hold client assets. For such excepted
cases, the licensed corporations concerned shall submit semi-annual financial resources
returns to the SFC as required under section 56 of the FRR.

Record keeping requirements

A licensed corporation must keep records in accordance with the requirements under
the Securities and Futures (Keeping of Records) Rules (Chapter 5710 of the Laws of Hong
Kong), which requires licensed corporations to keep proper records. It prescribes the records
that are to be kept by licensed corporations to ensure that they maintain comprehensive
records in sufficient detail relating to their businesses and client transactions for proper
accounting of their business operations and clients’ assets.

Notification to the SFC of certain changes and events

A licensed corporation and licensed representative must notify the SFC of certain
changes and events, in accordance with the requirements under the Securities and Futures
(Licensing and Registration) (Information) Rules (Chapter 571S of the Laws of Hong Kong).
Such changes and events which require notification include, among others, changes in the
basic information of the licensed corporation, its controlling persons and responsible
officers, or subsidiaries that carry on a business in a regulated activity, changes in the
capital and shareholding structure of the licensed corporation, and significant changes in
business plan.
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Continuous professional training

Pursuant to section 399 of the SFO, a licensed corporation is held primarily responsible
for designing and implementing a continuous education system best suited to the training
needs of the individuals they engage which will enhance their industry knowledge, skills and
professionalism. A licensed corporation should at least annually evaluate the training needs
of the individuals they engage.

The SFC has issued a guideline entitled “Guidelines on Continuous Professional
Training” pursuant to section 399 of the SFO. There is the annual requirement that every
licensed individual must undertake at least five hours each calendar year of continuous
professional training for each type of regulated activity except for Type 7 (providing
automated trading services) regulated activity. Failure to comply with the guidelines on
continuous professional training may reflect adversely on the fitness and properness of a
person to continue to carry on the regulated activity.

Obligation for substantial shareholders

Under section 132 of the SFO, a person (including a corporation) has to apply for
SFC’s approval prior to becoming or continuing to be, as the case may be, a substantial
shareholder of a corporation licensed under section 116 of the SFO. A person who has
become aware that he has become a substantial shareholder of a licensed corporation without
SFC’s prior approval should, as soon as reasonably practicable and in any event within three
business days after he becomes so aware, apply to the SFC for approval to continue to be a
substantial shareholder of the licensed corporation.

Accountability of senior management

Pursuant to General Principle 9 of the Code of Conduct for Persons Licensed by or
Registered with the SFC (Code of Conduct), the ‘“senior management of a licensed or
registered person should bear primary responsibility for ensuring the maintenance of
appropriate standards of conduct and adherence to proper procedures by the firm. In
determining where responsibility lies, and the degree of responsibility of a particular
individual, regard shall be had to that individual’s apparent or actual authority in relation to
the particular business operations”.

Senior management of a licensed corporation includes, among others: (a) directors of
the corporation, (b) responsible officers of the corporation, and (c) managers appointed by a
licensed corporation to be principally responsible for managing the core functions of the
corporation (the “Managers-In-Charge”).

The SFC considers that for each core function of a licensed corporation, there should
be at least one fit and proper individual appointed by the corporation as its
Manager-In-Charge responsible for managing that function. The core functions are:

(i) overall management oversight

(i) key business line
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(iii) operational control and review

(iv) risk management

(v) finance and accounting

(vi) information technology

(vii) compliance

(viii) anti-money laundering and counter-terrorist financing.

A licensed corporation should submit details of the Manager-In-Charge and an
organisational chart to the SFC and notify the SFC of any changes in its appointment or
particulars of Manager-In-Charge. Under section 383 or 384 of the SFO, a person may
commit an offence if he provides false or misleading information in support of a licence
application or in relation to a notification (as the case may be).

ANTI-MONEY LAUNDERING AND COUNTER TERRORIST FINANCING

Money laundering covers a wide range of activities and processes intended to alter the
identity of the source of criminal proceeds in a manner which disguises their illegal origin.
Terrorist financing is a term which includes the financing of terrorist acts, and of terrorist
and terrorist organisations. It extends to any funds, whether from a legitimate or illegitimate
source.

Licensed corporations are required to comply with applicable anti-money laundering
laws and regulations in Hong Kong. The main pieces of legislation in Hong Kong that are
concerned with money laundering and terrorist financing include the Anti-Money Laundering
and Counter-Terrorist Financing Ordinance (Chapter 615 of the Laws of Hong Kong) (the
“AMLO”), the Drug Trafficking (Recovery of Proceeds) Ordinance (Chapter 405 of the
Laws of Hong Kong), the Organised and Serious Crimes Ordinance (Chapter 455 of the
Laws of Hong Kong), the United Nations (Anti-Terrorism Measures) Ordinance (Chapter 575
of the Laws of Hong Kong), the United Nations Sanctions Ordinance (Chapter 537 of the
Laws of Hong Kong) and the Weapons of Mass Destruction (Control of Provision of
Services) Ordinance (Chapter 526 of the Laws of Hong Kong). The SFC’s Guideline on
Anti-Money Laundering and Counter-Financing of Terrorism (For Licensed Corporations)
sets out the anti-money laundering and counter-financing of terrorism statutory and
regulatory requirements, and the anti-money laundering and counter-financing of terrorism
standards which licensed corporations should meet in order to comply with the statutory
requirements under the AMLO. Staff of licensed corporations who know, suspect or have
reasonable grounds to believe that a customer might have engaged in money laundering
activities must immediately report to the compliance division of its organisation which, in
turn, will be reported to the JFIU.

-102 -



REGULATORY OVERVIEW

TAKEOVERS AND MERGERS

In Hong Kong, any takeover, merger, privatisation and share repurchase activities
affecting public companies are regulated by the Takeovers Code which is issued by the SFC
in consultation with the Takeovers Panel. The primary purpose of the Takeovers Code is to
afford fair treatment for shareholders who are affected by takeovers, mergers, privatisations
and share buy-backs. The Takeovers Code seeks to achieve fair treatment by requiring
equality of treatment of shareholders, mandating disclosure of timely and adequate
information to enable shareholders to make an informed decision as to the merits of an offer
and ensuring that there is a fair and informed market in the shares of companies affected by
takeovers, mergers, privatisations and share buy-backs. The Takeovers Code also provides an
orderly framework within which takeovers, mergers, privatisations and share buy-backs
activities are to be conducted.

The responsibilities provided for in the Takeovers Code apply to:
(a) directors of companies that are subject to the Takeovers Code;

(b) management companies (and their directors) and trustees of REITs (as defined
under the REIT Guidance Note in Schedule IX of the Takeovers Code) that are
subject to the Takeovers Code;

(c) persons or groups of persons who seek to gain or consolidate control of
companies that are subject to the Takeovers Code;

(d) their professional advisers;

(e) persons who otherwise participate in, or are connected with, transactions to which
the Takeovers Code applies; and

(f) persons who are actively engaged in the securities market.

The role and responsibility of financial and other professional advisers is of particular
importance given the non-statutory nature of the Takeovers Code, and it is part of their
responsibility to use all reasonable efforts, subject to any relevant requirements of
professional conduct, to ensure that their clients understand, and abide by, the requirements
of the Takeovers Code, and to co-operate to that end by responding to inquiries from the
Takeovers Executive, the Takeovers Panel or the Takeovers Appeal Committee.

The Takeovers Panel hears disciplinary matters in the first instance and reviews rulings
by the Takeovers Executive at the request of any party dissatisfied with such a ruling. It also
considers novel, important or difficult cases referred to it by the Takeovers Executive. It also
reviews, upon the SFC’s request, the provisions of the Takeovers Code and the Rules of
Procedure for hearings under the Takeovers Code, and recommends relevant amendments as
appropriate.
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The Takeovers Appeal Committee reviews disciplinary rulings of the Takeovers Panel
at the request of an aggrieved party for the sole purpose of determining whether any
sanction imposed by the Takeovers Panel is unfair or excessive.

To help the public better understand the activities of the Takeovers Panel and the
Takeovers Appeal Committee, rulings and sanctions given, together with the reasons in
support, are published by the SFC. The Takeovers Executive also publishes decisions or
statements as and when appropriate. In addition, practice notes are issued by the Takeovers
Executive to provide informal guidance as to how the Takeovers Executive normally
interprets and applies certain provisions of the Takeovers Code. The practice notes are
reviewed by the Takeovers Executive periodically and are published on the SFC’s website.
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Introduction

Yu Ming is a financial advisory services provider. Yu Ming first obtained licenses to
carry on investment adviser and dealer activities by the SFC on 25 March 1997 and 9
August 1997 respectively, and has been licensed to conduct Type 1 (dealing in securities),
Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9 (asset
management) regulated activities under the SFO in Hong Kong since 6 December 2005.
During the Track Record Period, Yu Ming focused on provision of corporate finance
advisory services and asset management services.

History

The history of Yu Ming can be traced back to 4 July 1996 when it was set up by Mr.
Fung Wing Cheung, Tony (“Mr. Tony Fung”) and Mr. Fung Yiu Fai, Peter (“Mr. Peter
Fung”) with Mr. Warren Lee as one of its founding directors. Since its incorporation and up
to 7 June 2007, Yu Ming was owned as to 25% by Mr. Peter Fung and 75% by Oyster
Services Limited, which according to disclosures in the annual report of SHK, was in turn
owned by a trust the beneficiaries of which were Mr. Tony Fung’s children.

On 25 March 1997 and 9 August 1997 Yu Ming obtained the license from the SFC to
carry out investment adviser and dealer activities respectively and commenced business.

In July 1998 with a view to explore the PRC market, Yu Ming set up Hua Yu with Hua
Jian International Finance Company Limited (“Hua Jian”), with Yu Ming holding 91% of
the shareholding and Hua Jian holding the rest.

On 24 August 2007, Allied Group, through its wholly-owned subsidiary, the Vendor,
acquired the entire issued shares of Yu Ming at the aggregate consideration of
HK$11,000,000. Yu Ming has since remained as an indirect wholly-owned subsidiary of
Allied Group up to the Latest Practicable Date.

Allied Group is a company incorporated in Hong Kong with limited liability whose
shares are listed on the Main Board (stock code: 373). Allied Group is primarily an
investment holding company, with a stated strategy of focusing its management and financial
resources on its core businesses of property investment and development and financial
services together with elderly care services, and is, as at the Latest Practicable Date, owned
as to 74.95% by Lee & Lee Trust (inclusive of Mr. Lee Seng Hui’s personal interest), of
which Mr. Lee Seng Hui, Mr. Lee Seng Huang and Ms. Lee Su Hwei are the trustees.

Throughout the Track Record Period and up to the Latest Practicable Date, Yu Ming
has been principally engaged in (i) providing corporate finance advisory services to listed
companies, shareholders of and investors and potential investors in listed issuers and other
entities on matters related to the Listing Rules, the GEM Listing Rules and the Takeovers
Code as well as fund raising activities; and (ii) investment management services to SHK, a
company listed on the Main Board under Chapter 21 of the Listing Rules.
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After its acquisition of Yu Ming, Allied Group reviewed the business strategy of Yu
Ming and decided to focus on domestic corporate finance advisory and asset management
services of Yu Ming and cease the PRC related business of Hua Yu. As a result, Yu Ming
disposed of all its shares in Hua Yu on 27 September 2007 as to 308,000 shares to Mr.
Leong Chi Wai (“Mr. Leong”), an independent third party at the time of the disposal,
137,500 shares to Yu Ming Property Management Limited (“YMP”, a company held at the
time as to 75% by Mr. Tony Fung and 25% by Mr. Peter Fung, founders of Yu Ming),
27,500 shares to Mr. Warren Lee and 27,500 shares to Mr. Wang Yinan, both then directors
of Hua Yu for a total consideration of HK$500,500.

In 2011, in view to mitigate Yu Ming’s licensing requirement (minimum requirement of
two Responsible Officers) risk and potential development of Yu Ming’s business, Yu Ming
explored cooperation with Hua Yu and/or its controlling shareholder, Mr. Leong. Yu Ming
entered into an agreement with Mr. Leong in March 2011 to acquire all the shares he held in
Hua Yu, representing 65% of the total issued shares of Hua Yu at the consideration of
HK$1,500,000. The change in substantial shareholder of Hua Yu was approved by the SFC
on 13 March 2012 and completion of the said acquisition took place on 2 May 2012.

On 12 November 2012, Mr. Tony Fung and Mr. Peter Fung, the controlling shareholder
of YMP, planned to retire from the financial services industry and decided to dispose of all
their shareholding in Hua Yu at a nominal amount of HK$25,000 to Mr. Leong, who was
one of the first employees of Yu Ming at its commencement of business in 1997, upon
which Hua Yu became owned as to 65% by Yu Ming, 25% by Mr. Leong, 5% by Mr. Warren
Lee and 5% by Mr. Wang Yinan. Hua Yu was the investment manager to Incutech
Investments Limited (now known as DT Capital Limited) (“Incutech”), which is a company
listed under Chapter 21 of the Listing Rules and trading of which shares was suspended
from June 2008. With Incutech’s resumption of trading in September 2014, it was expected
that its investment activities would substantially increase, which may lead to a potential
conflict of interest with Yu Ming’s asset management business. In order to avoid such
scenario, Yu Ming decided to dispose of all its interest in Hua Yu, representing 65% of the
total issued shares of Hua Yu, to Mr. Leong, the original controlling shareholder before its
acquisition by Yu Ming in 2012, and all the shares Yu Ming held in Hua Yu were sold to
Luck Point Company Limited, a company owned by Mr. Leong, on 5 May 2015.

For each of the three years ended 31 December 2018, revenue generated by Yu Ming’s

corporate finance advisory business and asset management business amounted to
approximately HK$58.7 million, HK$72.6 million and HK$58.6 million respectively.
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Milestones

Set out below are the major milestones of Yu Ming’s business since its establishment
and up to the Latest Practicable Date:

1996 incorporated in Hong Kong
1997 licensed by the SFC to carry on investment advisor and dealer activities
1997 appointed as the investment manager of SHK (formerly known as Yu Ming

Investments Limited)
1998 Set up Hua Yu

2005 licensed under the SFO to conduct Type 1 (dealing in securities), Type 4
(advising on securities), Type 6 (advising on corporate finance) and Type 9
(asset management) regulated activities

2007 Disposal of all interest in Hua Yu

2012 Completed acquisition of controlling interest in Hua Yu, which was then
licensed to conduct Type 4 (advising on securities), Type 6 (advising on
corporate finance) and Type 9 (asset management) regulated activities under
the SFO in Hong Kong

2015 Disposal of all interest in Hua Yu
Corporate Development

The following sets out Yu Ming’s establishment, commencement of business and
material changes in shareholdings.

Yu Ming

Yu Ming was incorporated in Hong Kong with limited liability on 4 July 1996 under
the Predecessor Companies Ordinance under the name of “Sun Hung Kai Industries
Management Limited”, with an authorised share capital of HK$10,000 divided into 10,000
shares of HK$1.00 each, and was owned as to 25% by Mr. Peter Fung and 75% by Oyster
Services Limited as mentioned above.

On 24 February 1997, the authorised share capital of Yu Ming was increased from
HK$10,000 to HK$100,000 and its paid up capital was also increased to HK$100,000 on the
same day by the issue of 99,900 new shares of HK$1.00 each fully paid up.

On 27 March 1997, Sun Hung Kai Industries Management Limited resolved to change
its name to the present name of Yu Ming Investment Management Limited.
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On 9 June 2000, Yu Ming increased its authorised share capital from HK$100,000 to
HK$5,000,000 and its paid up capital was also increased to HK$5,000,000 on the same day
by the issue of 4,900,000 new shares of HK$1.00 each fully paid up.

On 13 October 2006, Yu Ming further increased its authorised share capital from
HK$5,000,000 to HK$10,000,000 and its paid up capital was also further increased to
HK$10,000,000 by the issue of 5,000,000 new shares of HK$1.00 each fully paid up.

On 24 August 2007, Allied Group, through its wholly-owned subsidiary, (i.e. the
Vendor), acquired the entire issued shares of Yu Ming at a consideration of HK$11,000,000,
which was determined with reference to Yu Ming’s consolidated net asset value at the time.
As at the Latest Practicable Date, Yu Ming remains as an indirect wholly-owned subsidiary
of Allied Group.

Upon Resumption

As at the Latest Practicable Date, the shareholding and corporate structure of Yu Ming
is as follows:

Allied Group

100%

Vendor

100%

Yu Ming

As at the Latest Practicable Date, the shareholding of the Company is as follows:

Perfect Gate other Public
HOldil’lgS Limited Shareholders
23.0% | | 77.0%

the Company

Upon completion of the Capital Reorganisation, the Company proposed to carry out the
YM Subscription, the New Placing, the Acquisition and the Public Offer with the
Preferential Offering.
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The diagram below illustrates the shareholding and corporate structure of the Company
upon completion of the YM Subscription and the New Placing:

. Independent Existing Public
Yu Ming T Mr. L
uVing Leam Placees r. Warren Lee Shareholders*
6.4% 57.1% 25.3% 11.2%
the Company
100%
Yu Ming

* including Perfect Gate Holdings Limited

The diagrams below illustrate the shareholding and corporate structure of the Company
upon Acquisition Completion and completion of the YM Subscription, the New Placing and
the Public Offer, assuming (a) all of the Qualifying Shareholders take up their Assured
Entitlement under the Preferential Offering in full; and (b) none of the Qualifying
Shareholders take up their Assured Entitlement under the Preferential Offering, respectively:

(i) all Qualifying Shareholders take up their Assured Entitlement under the Preferential
Offering in full

- Independent other Public Existing Public
Yu Ming Team P Mr. Warren Lee Shareholders under &
Placees . Shareholders*®
the Public Offer
5% 45% 19.9% 8.1% 22%
the Company
100%
Yu Ming
* including Perfect Gate Holdings Limited
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(ii) none of the Qualifying Shareholders take up any of their Assured Entitlement under the
Preferential Offering

. Independent other Public Existing Public
Yu Ming Team P Mr. Warren Lee Shareholders under &
Placees . Sharecholders*®
the Public Offer
5% 45% 19.9% 21.3% 8.8%

the Company

100%

Yu Ming

* including Perfect Gate Holdings Limited
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OVERVIEW

Yu Ming is a financial services provider engaged in the provision of corporate finance
advisory services and asset management services.

Yu Ming is licensed to carry out Type 1 (dealing in securities), Type 4 (advising on
securities), Type 6 (advising on corporate finance) and Type 9 (asset management) regulated
activities under the SFO.

Corporate Finance Advisory

During the Track Record Period, the corporate finance advisory services provided by
Yu Ming mainly included:

(i) acting as financial adviser to advise listed issuers, shareholders and investors of
listed issuers and entities on specific transactions in respect of the Listing Rules,
the GEM Listing Rules and/or the Takeovers Code;

(i1) acting as independent financial adviser to listed issuers to provide independent
advice required under the Listing Rules, the Takeovers Code or other specific
circumstances; and

(iii) acting as financial adviser to listed issuers on retainer basis to advise listed
issuers on corporate strategies and compliance with the Listing Rules, the GEM
Listing Rules and Takeovers Code.

For each of the three years ended 31 December 2018, revenue generated by Yu Ming’s
corporate finance advisory services amounted to approximately HK$41.2 million, HK$51.4
million and HK$40.8 million, representing approximately 68.7%, 69.9% and 68.4% of Yu
Ming’s total revenue, respectively. Please refer to the section headed “Financial Information
of Yu Ming” in this prospectus for further details.

Asset Management

During the Track Record Period, Yu Ming provided asset management services solely
to SHK.

For each of the three years ended 31 December 2018, revenue generated by Yu Ming’s
asset management services amounted to approximately HK$17.4 million, HK$21.2 million
and HK$17.8 million, representing approximately 29.0%, 28.8% and 29.9% of Yu Ming’s
total revenue, respectively. Please refer to the section headed “Financial Information of Yu
Ming” in this prospectus for further details.
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The following table sets out the breakdown of the revenue generated from each of the
business segments of Yu Ming during the Track Record Period:

Year ended 31 December

2016 2017 2018
HK$’000 %  HK$000 %  HK$000 %
Corporate Finance
Advisory 41,232 68.7 51,394 69.9 40,754 68.4
Asset Management 17,424 29.0 21,204 28.8 17,824 29.9
Others"“* 1,392 2.3 917 1.3 999 1.7
Total 60,048 100.0 73,515 100.0 59,577 100.0

Note: Others comprise disbursement reimbursement of 40% of expenses incurred by Yu Ming on office
utilities, rents and miscellaneous administrative expenses from SHK under the Management
Agreement, details of which are set out in the section headed “Business of Yu Ming — Asset

Management” in this prospectus.
Proprietary trading

During the Track Record Period, Yu Ming has also engaged in proprietary trading of
equity securities and fixed income products, selecting investment targets based on Yu Ming’s
own risks profile and investment cycle.

The following table sets out the net financial income generated by Yu Ming’s
proprietary trading during the Track Record Period.

Year ended 31 December
2016 2017 2018
HKS$’000 HKS$’000 HK$’000

Net financial income generated from proprietary
trading 7,087 8,375 3,163

As advised by the Proposed Directors, Yu Ming does not intend to actively engage in
proprietary trading after Acquisition Completion.
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COMPETITIVE STRENGTHS

The Proposed Directors believe that the historical performance and future prospects of
Yu Ming are underpinned by a combination of its competitive strengths, including:

Well-established business

Yu Ming has been established for over two decades and has built up its reputation and
profile, and has accumulated the necessary competence, expertise and experience in
providing a variety of financial advisory services.

Reputation and clients’ confidence in Yu Ming’s services are critical to its success and
will enable Yu Ming to continue to obtain new business and referrals from its existing
clients, clients it has served before and professional firms.

Experienced team of professionals

Mr. Warren Lee, the managing director of Yu Ming and one of its Responsible Officers,
has more than 20 years of experience in the Hong Kong financial advisory market and the
other two Responsible Officers of Yu Ming both have more than 10 years of relevant
experience and have been with Yu Ming for over 12 and 10 years respectively. Their
experience, together with the other professional team members, represent a strong and
experienced adviser team capable of supporting clients in the compliance of regulatory
requirements under the Listing Rules, the GEM Listing Rules and the Takeovers Code.

The Proposed Directors believe that Yu Ming’s experienced corporate finance advisory
and asset management teams offer confidence to clients with their extensive industry
knowledge and track records. Please refer to the section headed “Proposed Directors and
Senior Management of the Enlarged Group” in this prospectus for details of the experience
of the Proposed Directors and the senior management of the Enlarged Group.

Close and stable relationships with clients

Yu Ming recognizes that market reputation and client’s confidence in its services are
critical to its success, enabling it to continue to obtain new business and referrals from its
existing clients and those it has served in the past. Yu Ming places great emphasis on
building up client loyalty by providing competent, comprehensive, prompt and solution
focused advice.

Yu Ming has established close and stable business relationships with many of its
clients. Such relationships allow Yu Ming to understand their long-term business goals,
strategies and preferences, thereby enabling Yu Ming to provide customized advices and
services most suited to each individual client. This would reinforce Yu Ming as client’s
choice for financial advisory services and generate new engagements for Yu Ming.

- 113 -



BUSINESS OF YU MING

Well-structured professional services

To position itself in the highly competitive operating environment, Yu Ming has
developed the capacity to provide comprehensive services that would generate steady
streams of revenue under different business environments. Takeovers, acquisition and
disposal transactions tend to be more active when the economic or capital market conditions
are good, whereas restructuring and resumption of trading of securities of distressed listed
issuers would be more abundant during or following a downturn in the economy. The
positioning of Yu Ming in the counter-cyclical segments of the corporate finance business,
together with the recurrent asset management fee should enable Yu Ming to have steady and
continuous revenue stream and potential for growth along different economic conditions.

Efficient management structure

Yu Ming adopts a system whereby each transaction team directly reports to and is
supervised by a designated Responsible Officer. The overall quality of work is overseen by
Mr. Warren Lee. This flat organizational structure enables Yu Ming to react quickly to
clients’ needs and changes in market conditions. Yu Ming strives to keep its front line
employees abreast of market developments and practices through regular internal meetings
and other professional trainings.

Focused services

Yu Ming is focused on the provision of corporate finance advisory services and only
serves SHK in its assets management businesses and does not carry on other ancillary
business such as stockbroking. The Proposed Directors believe that Yu Ming is recognised in
its field, focusing on offering corporate finance advice and services to its clients, without
attempting to “cross sell” other services.

BUSINESS STRATEGIES

The Proposed Directors believe that the Hong Kong equity market will continue to
grow as the number of listed companies in Hong Kong rose steadily during the Track
Record Period and more business opportunities is expected to emerge in the financial
advisory services industry in the long run. Yu Ming seeks to capitalise the potential growth
of the equity market and continue to participate in the corporate finance advisory industry as
an active advisory services provider in Hong Kong by continuing to provide services of the
highest standards.

Yu Ming intends to adopt the following strategies to build on the competitive strengths
described above:

Strengthening Yu Ming’s corporate finance team to maintain high quality corporate
finance advisory services to its clients

As set out above, the Proposed Directors believe that an experienced team equipped

with extensive industry knowledge and good relationship with clients and regulators are
crucial to the continuing success of Yu Ming.

~ 114 -



BUSINESS OF YU MING

As an active market participant, Yu Ming is well placed to expand its corporate finance
advisory business by expanding its existing corporate finance team following Resumption.

The strengthening of Yu Ming’s professional team will increase its advisory capacity
for increasing number of engagements, improve its ability to initiate new ideas to assist
clients in achieving their objectives and ensure corporate finance transactions are executed
promptly and efficiently.

Expansion of advisory work in relation to resumption of trading of securities of listed
issuers on the Stock Exchange

During the Track Record Period, Yu Ming had provided corporate finance advisory
services to liquidators, substantial shareholders or investors of not less than 8 listed issuers
which shares were suspended from trading on the Stock Exchange that were in severe
financial difficulties and/or have ceased to maintain sufficient operations.

There were 71 Main Board listed companies which has been suspended for three
months or more on the Stock Exchange as at 31 January 2019 due to various reasons. The
Proposed Directors consider the Enlarged Group can devote more effort and resources to this
area in view of signs of rising pressure in credit markets, and other difficulties giving rise to
more cases of prolonged suspension of trading in securities on the Stock Exchange.

Pursuant to the conclusion of the consultation paper issued in September 2017,
amendments were made to the Listing Rules and GEM Listing Rules (“Amendments”)
which came into effect on 1 August 2018, aiming to establish a framework to facilitate
timely delisting of issuers that no longer meet the Stock Exchange’s continuing listing
criteria and provide certainty to the market on the delisting process.

The Amendments include, inter alia, the following:
Under the Listing Rules:

1. added a separate delisting criterion to allow the Stock Exchange to delist an issuer
after a trading suspension of 18 continuous months;

2. allowed the Stock Exchange to (i) publish a delisting notice stating its right to
delist an issuer if the issuer fails to resume trading within the period specified in
the notice, or (ii) delist the issuer immediately in appropriate circumstances;

3. removed Practice Note 17, which sets out a three stage delisting procedure for
issuers without sufficient operations or assets that will no longer be needed under
the new delisting process;

Under the GEM Listing Rules:

4. made changes to align the delisting process with that of the Listing Rules except
for allowing the Stock Exchange to delist a GEM issuer after a trading suspension
of 12 continuous months.

- 115 -



BUSINESS OF YU MING

With the coming into effect of the Amendments, the directors of Yu Ming expect that
(i) the number of listed issuers vulnerable to falling into the delisting stage or direction for
immediate delisting by the Stock Exchange will increase; (ii) listed issuers under prolonged
suspension would have to act more promptly to address their respective issues towards
resumption; and (iii) white knights would have to be more sensitive to the shorter timetable
to rescue listed issuers under the delisting stage. As such, it is expected that the demand for
corporate finance advisory services for resumption of trading in shares from both the listed
issuers and white knights will increase as a result.

Focused on performance under the New Management Agreement

For the reasons set out in the sub-section headed “Clients — Asset Management” in this
section, Yu Ming intends to focus its asset management services on SHK. Serving a single
client which is a Chapter 21 company is in line with market practice. Since Yu Ming has
been appointed by SHK as its investment manager on an exclusive basis for over 20 years,
the Proposed Directors are of the view that the business relationship is likely to be stable
and continue.

BUSINESS ACTIVITIES
Corporate Finance Advisory

During the Track Record Period, Yu Ming’s corporate finance advisory services
included (i) acting as financial adviser for specific transactions; (ii) acting as independent
financial adviser; (iii) provision of services under retainers; and (iv) commission based and
other services. Set out below is a breakdown of the revenue generated by Yu Ming for each
of these categories during the Track Record Period:

Year ended 31 December
2016 2017 2018
HKS$’000 % HK$’000 % HK$ 000 %

Specific financial advisory 29,050 70.4 32,630 63.5 27,185 66.7
Independent financial

adviser 1,218 3.0 2,208 4.3 1,380 3.4
Retainer 9,964 24.2 16,556 32.2 12,189 29.9
Commission based and

other services 1,000 2.4 - - - -
Total 41,232 100.0 51,394  100.0 40,754  100.0
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Set out below is the monetary value movement of outstanding contract value of
corporate finance advisory engagements of Yu Ming during the Track Record Period and up
to 31 May 2019:

Commission
Specific Independent based and
financial financial other
advisory adviser Retainer services Total
HK$ HK$ HKS$ HK$ HK$
Outstanding contract value of
mandates on hand as at
31 December 2015 and carried
forward to 1 January 2016 10,500,000 - - - 10,500,000
New contract value during the year
ended 31 December 2016 47,350,000 1,218,000 9,964,000 1,000,000 59,532,000

Contract value recognised as

revenue during the year ended

31 December 2016 29,050,000 1,218,000 9,964,000 1,000,000 41,232,000
Terminated contract value during

the year ended 31 December

2016 3,300,000 - - - 3,300,000

Outstanding contract value of
mandates on hand as at
31 December 2016 and carried

forward to 1 January 2017 25,500,000 - - - 25,500,000
New contract value during the year
ended 31 December 2017 56,850,000 2,388,000 16,556,000 - 75,794,000

Contract value recognised as

revenue during the year ended

31 December 2017 32,630,000 2,208,000 16,556,000 - 51,394,000
Terminated contract value during

the year ended 31 December

2017 - - - - -

Outstanding contract value of
mandates on hand as at
31 December 2017 and
carried forward to
1 January 2018 49,720,000 180,000 - - 49,900,000

New contract value during the year

ended 31 December 2018 34,710,000 1,200,000 12,189,580 - 48,099,580
Contract value recognised as

revenue during the year ended

31 December 2018 27,185,000 1,380,000 12,189,580 - 40,754,580
Terminated contract value during

the year ended 31 December

2018 13,825,000 - - - 13,825,000
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Commission
Specific Independent based and
financial financial other
advisory adviser Retainer services Total
HK$ HKS$ HK$ HKS$ HKS$
Outstanding contract value of
mandates on hand as at 31
December 2018 and carried
forward to 1 January 2019 43,420,000 - - — 43,420,000
New contract value during the
period ended 31 May 2019 600,000 2,480,000 3,699,988 - 6,779,988

Contract value recognised as
revenue during the period ended
31 May 2019 4,800,000 2,480,000 3,699,988 - 10,979,988

Terminated contract value during
during the period ended
31 May 2019 5,000,000 - - - 5,000,000

Outstanding contract value of
mandates on hand as at
31 May 2019 and carried
forward to 1 June 2019 34,220,000 - - - 34,220,000

Specific financial advisory

As financial adviser, Yu Ming provides financial advisory services to listed issuers,
shareholders of listed issuers and investors of listed issuers in transactions relating to (a)
Takeovers Code related matters; (b) Listing Rules and GEM Listing Rules related matters;
(c) proxy fights or hostile situations; (d) reorganisations and restructurings; and (e) equity
fund raisings.

Takeovers Code related matters

In respect of Takeovers Code related transactions, such as general cash offers
(mandatory or voluntary), share exchange offers, privatisations and share repurchases, Yu
Ming may act for the offeror or the listed issuer.

When Yu Ming acts as financial adviser to listed issuer, depending on the nature of
each transaction, Yu Ming’s role mainly involves (i) advising on the structure and terms of
the transaction; (ii) advising on the offer price/issue price of the securities involved; (iii)
advising on the implications of the Takeovers Code; (iv) preparing submissions and
applications for rulings from SFC on behalf of the listed issuer; (v) preparing
documentations; (vi) coordinating work of other professional parties; (vii) liaising with
regulators; and (viii) monitoring the timetable and overall progress of the transaction.

When Yu Ming acts as financial adviser to offeror, depending on the nature of each
transaction, Yu Ming’s role mainly involves (i) participating in commercial negotiations
between relevant parties; (ii) advising on the structure of the transaction; (iii) advising on
price of the offer; (iv) advising on the implications of the Takeovers Code; (v) reviewing
legal documentation; (vi) assisting offeror to secure necessary funding for the transaction;
(vii) preparing fund proof documents and making of general offer on behalf of client in
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compliance with Takeovers Code; (viii) make relevant application on behalf of the offeror to
the SFC; (ix) coordinating work of other professional parties; and (x) monitoring the
timetable and overall progress of the transaction.

Listing Rules and GEM Listing Rules related matters

In respect of Listing Rules and GEM Listing Rules related matters, such as notifiable
transactions under Listing Rules and GEM Listing Rules, Yu Ming’s role mainly involves (i)
advising on the implications/compliance of the Listing Rules and GEM Listing Rules; (ii)
advising on the structure and terms of the transaction; (iii) preparing submissions and
applications on behalf of the listed issuer; (iv) preparing documentations such as
announcement and circulars; (v) coordinating work of other professional parties; (vi) liaising
with regulators; and (vii) monitoring the timetable and overall progress of the transaction.

Proxy fights or hostile situations

Yu Ming may be engaged as financial adviser to either the listed issuer or shareholder
of the listed issuer who compete for control over the listed issuer in board compositions or
in takeovers. Yu Ming’s role in such engagements mainly involves advising on (i) strategies
and legitimate practices permissible under the provisions of the company’s constitutional
documents, the Listing Rules, the GEM Listing Rules and the Takeovers Code; (ii) media
and investigation tactics that could advance its positions; (iii) negotiations and settlement
with the relevant parties; and (iv) documentations as maybe required.

Reorganisations and restructurings

In respect of reorganisations and restructurings, Yu Ming may act as financial adviser
to the white knight investor or the listed issuer in financial difficulties.

When acting as financial adviser to listed issuer, Yu Ming’s role usually involves (i)
introducing new investors to the listed issuer; (ii) advising the structure and terms of the
corporate reorganization and restructuring exercise; (iii) advising on the implications of the
Listing Rules, the GEM Listing Rules and the Takeovers Code; (iv) accompanying client to
meet and negotiate terms with relevant stakeholders such as creditors; (v) preparing
resumption proposal for client; (vi) liaising with regulators for the implementation of
resumption proposal; (vii) preparing documentations such as announcements and circulars;
(viii) coordinating works of other professional parties; and (ix) monitoring timetable and
overall progress of the transaction.

In respect of acting as financial adviser to the white knight, Yu Ming’s role usually
involves (i) introducing listed issuers to investors, (ii) formulating structure and terms of the
corporate reorganization and restructuring exercise; (iii) advising on the implications of the
Listing Rules, the GEM Listing Rules and the Takeovers Code; (iv) advising on valuation;
(v) assisting in preparing the resumption proposal where applicable; (vi) reviewing
documentations such as announcements and circulars; (vii) coordinating works of other
professional parties; and (viii) monitoring timetable and overall progress of the transaction.
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Equity fund raising

When acting as financial adviser in connection with fund raising exercises, Yu Ming’s
role mainly involves (i) assessing the funding needs of the client; (ii) advising on fund
raising methods; (iii) advising on the pricing of the new securities being issued or offered;
(iv) advising on the implications of the Listing Rules, the GEM Listing Rules and the
Takeovers Code; (v) preparing documentations such as placing letters, announcements and
circulars; (vi) liaising with regulators; (vii) coordinating the work of other professional
parties; and (viii) monitoring the timetable and overall progress of the transaction.

In certain fund raising deals, such as placings, rights issues and open offers, Yu Ming
may also offer to act as placing agent or underwriter. Please refer to the section headed
“Commission based and other services” below.

The following table sets out transactions for which Yu Ming was engaged as financial
adviser with financial advisory fee over HK$500,000 (assuming all milestones achieved)

during the Track Record Period:

For the year ended 31 December 2016

Transaction

Client Name Stock Code type Nature of transaction Role

Autobest Holdings - Takeovers Mandatory conditional Financial
Limited Code related offer to acquire all adviser

matters shares of Dan Form
Holdings Company
Limited (now known as
Asiasec Properties
Limited) (stock code:
271)

China Shanshui 691 Equity fund Open offer Financial
Cement Group raising adviser
Limited

GT Winners - Takeovers Mandatory Financial
Limited Code related unconditional offer to adviser

matters acquire all shares and
convertible bonds of
Asia Allied

Infrastructure Holdings
Limited (stock code:
711)
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Client Name

Kingwell Group
Limited

L & A International
Holdings Limited

L & A International
Holdings Limited

Sandmartin
International
Holdings Limited

Star Fly Limited &
Fresh Choice
Holdings Ltd

Ta Yang Group
Holdings Limited

Client 1Yo !

Stock Code

1195

8195

8195

482

1991

Transaction
type

Listing Rules
related matters

Takeovers
Code related
matters

Takeovers
Code related
matters

Equity fund
raising

Takeovers
Code related
matters

Listing Rules
related matters

Reorganisations

and
restructurings
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Nature of transaction

Acquisition of 51%
equity interest in a
renewable energy
business which
constitute a discloseable
transaction

Pre-conditional
voluntary conditional
securities exchange
offer and cash offer to
acquire all issued shares
of the issuer

Review of SFC ruling
by the Takeovers Panel

Open offer and
subscription of new
shares

Voluntary conditional
cash offer to acquire all
issued shares of
Perfectech International
Holdings Limited (stock
code: 765) and cancel
all outstanding share
options

Acquisition of
properties in the PRC
which constituted a
major transaction

Review of the Listing
Committee’s decision in
relation to the viability
of the resumption
proposal of the issuer

Role

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser
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Client Name

Client 2o 2

Client 3V 3

Client 4o #

Client 5" 3

Client 6™ ¢

Client 7Vo'e 7

Client 8Vor 8

Client 9Vore ?

Client 9™ ?

Stock Code

Transaction
type

Proxy fights or
hostile
situations

Listing Rules
related matters

Proxy fights or
hostile
situations

Equity fund
raising

Equity fund
raising

Takeovers
Code related
matters

Listing Rules
related matter

Reorganisations
and
restructurings

Reorganisations
and
restructurings
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Nature of transaction

Handling of the
requisition by a major
shareholder to reshuffle
the board of directors of
a listed issuer

Proposed share
consolidation and
change in board lot size

Advise a listed issuer
on the requisition by
shareholders for the
removal of directors and
appointment of new
directors

Proposed open offer,
bonus share issue and
bonus warrants issue

Share consolidation and
open offer

Application for ruling
from the SFC on
Takeovers Code related
matter

Propose listing on the
Main Board

Resumption of trading
in shares under
prolonged suspension
involving a reverse
takeover

Review of Listing
Department’s decision
to place a listed issuer
into third stage delisting

Role

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser
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Client Name

Client 10™°re 10

Stock Code

Transaction
type

Takeovers
Code related
matters

For the year ended 31 December 2017

Client Name

Anxin-China

Holdings Limited

APAC Resources
Limited

Changgang Dunxin

Enterprise
Company
Limited
(provisional
liquidators
appointed)

Feishang Non-metal

Materials
Technology
Limited

G.A. Holdings
Limited

Sanju
Environmental

Protection (Hong

Kong)

Limited™°’ !

Stock Code

1149
(subsequently
delisted)

1104

2229

8331

8126

Transaction
type

Reorganisations
and
restructuring

Takeovers
Code related
matters

Reorganisations
and
restructuring

Proxy fights or
hostile
situations

GEM Listing
Rules and
Listing Rules
related matters

Takeovers
Code related
matters
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Nature of transaction

Application for a waiver
from the SFC on
Takeovers Code related
matter

Nature of transaction

Resumption of trading
in shares under
prolonged suspension
involving a reverse
takeover

Repurchase offer and
whitewash waiver
application

Resumption of trading
in shares under
prolonged suspension

Advise on the
requisition by
shareholder for the
removal of directors and
appointment of new
directors

Transfer from GEM to
Main Board

Whitewash waiver
application

Role

Financial
adviser

Role

Financial
adviser

Financial

adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser
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Client Name

Client 1Yo !

Client 11V 12

Client 12More 13

Client 13™ore 1#

Client 14More 13

Client 15 Nore 16

Client 16 Nore 17

Stock Code

Transaction
type

Reorganisations
and
restructurings

Takeovers
Code related
matters

Proxy fights or
hostile
situations

Reorganisations
and
restructurings

Listing Rules
related matters

Proxy fights or
hostile
situations

Takeovers
Code related
matters
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Nature of transaction

Reply to Listing
Committee’s decision to
resumption proposal

Shareholders’
requisition and
approaches by potential
buyers

Requisition for an
extraordinary general
meeting of a listed
company

Response to Listing
(Review) Committee’s
decision

Issue of convertible
bonds under specific
mandate

Advise the listed issuer
on the requisition by
shareholder for the
removal of directors and
appointment of new
directors

Conditional cash offer
to repurchase shares of
a listed issuer

Role
Financial

adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser
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For the year ended 31 December 2018

Client Name

Anxin-China
Holdings Limited

CECEP Costin New
Materials Group
Limited (in
provisional
liquidation)

Hong Kong
Shanghai
Alliance
Holdings Limited

Kingwell Group
Limited

Manfield Chemical
Holdings Limited

Natural Dairy (NZ)
Holdings Limited
(in provisional
liquidation)

Sustainable Forest
Holdings Limited

Water Oasis Group
Limited

Stock Code

1149
(subsequently
delisted)

2228

1001

1195

1561

462

723

1161

Transaction
type

reorganizations
and
restructurings

Reorganizations
and
restructuring

Listing Rules
related matters

Listing Rules
related matters

Takeovers
Code related
matters

Reorganizations
and
restructuring

Reorganizations
and
restructuring

Takeovers
Code related
matters
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Nature of transaction

Review of listing
decision for not
granting an extension of
time for submission of
new listing application

Resumption of trading
in the shares under
prolonged suspension
involving reverse
takeover

Proposed set up of a
co-investment venture
constituting a major
transaction and may
constitute a connected
transaction

Proposed acquisition of
property management
business constituting a
major transaction

Mandatory
unconditional offer to
acquire all issued shares
of Manfield Chemical
Holdings Limited (stock
code: 1561)

Resumption of trading
in shares under
prolonged suspension

Review of Listing
Department’s decision
to place a listed issuer
into first stage delisting

Conditional cash offer
to repurchase shares of
the issuer

Role

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser

Financial
adviser



BUSINESS OF YU MING

Transaction
Client Name Stock Code type Nature of transaction Role
Client 16 "o 17 - Listing Rules Proposed acquisition of  Financial
related matters ~ property from an adviser
independent third party
Client 16 Vo' 17 - Listing Rules Proposed disposal of Financial
related matters  asset adviser
Client 17 Nore 18 - Takeovers Proposed purchase of Financial
Code related shares in a listed adviser
matters company and mandatory
conditional offer
Client 18 N /* - Listing Rules Advise on SFC Financial
related matters  guidelines in relation to  adviser
proposed acquisition
Client 19 "ot 20 - Takeovers Proposed offer to Financial
Code related purchase shares held by  adviser
matters the company in a listed
issuer
Client 20 Yo 2! - Takeovers Proposed partial offer to  Financial
Code related acquire no more than adviser
matters 30% issued shares in a
company listed on the
Stock Exchange
Client 21 Nor 22 - Takeovers Proposed issue of new  Financial
Code related shares involving change  adviser
matters in control
Notes:
1. Client 1 is a private limited company incorporated in the British Virgin Islands.
2. Client 2 is a company incorporated in Bermuda with limited liability and is listed on the Main Board.

It is principally engaged in civil engineering, electrical and mechanical engineering, foundation and

building construction work, property development and property investment.

3. Client 3 is a company incorporated in the Cayman Islands with limited liability and is listed on the
Main Board. It is principally engaged in manufacture and sale of automotive parts and components

and the trading of automotive parts and components.

4. Client 4 is a company incorporated in Bermuda with limited liability and is listed on the Main Board.

It is principally engaged in provision of healthcare services and distribution of cooling system.

5. Client 5 is a company incorporated in the Cayman Islands with limited liability and is listed on the
Main Board. It is principally engaged in investing in listed and unlisted companies mainly in Hong

Kong and the PRC.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Client 6 is a company incorporated in Bermuda with limited liability and is listed on GEM. It is
principally engaged in manufacture & sales of environmental friendly air-conditioners and operates
carbon emission trading platform.

Client 7 is a natural person with a controlling shareholder of a company listed on the Main Board of
the Stock Exchange.

Client 8 is a private limited company incorporated in Hong Kong.

Client 9 is a private limited company incorporated in PRC.

Client 10 is a company incorporated in Hong Kong with limited liability, and is licensed under the
SFO to carry on Type 1 (dealing in securities) and Type 4 (advising on securities) regulated
activities.

Sanju Environmental Protection (Hong Kong) Limited is a wholly owned subsidiary of Beijing Sanju
Environmental Protection & New Materials Co., Ltd, a company listed on the Shenzhen Stock

Exchange with stock code of 300072.

Client 11 is a company incorporated in the Cayman Islands with limited liability and was listed on
the Main Board (subsequently delisted).

Client 12 is a number of natural persons who are shareholders of a listed company.

Client 13 is a company incorporated in the Bermuda with limited liability and is listed on the Main
Board. It is principally engaged in the business of mobile handsets solution provider.

Client 14 is a company incorporated in the Cayman Islands with limited liability and is listed on the
Main Board. It is principally engaged in marketing, promotion and channel management services in

the PRC pharmaceutical industry.

Client 15 is a company incorporated in the Cayman Islands with limited liability and is listed on the
Main Board. It is principally engaged in financing related business.

Client 16 is a company incorporated in Bermuda with limited liability and is listed on the Main
Board. It is principally engaged in the stockholding and distribution of construction materials.

Client 17 is a private limited company incorporated in the British Virgin Islands.

Client 18 is a company incorporated in the Cayman Islands with limited liability and is listed on the
Main Board. It is a fiber optic network solution provider.

Client 19 is a private limited company incorporated in Hong Kong.
Client 20 is a private limited company incorporated in the Cayman Islands.

Client 21 is a company incorporated in Bermuda with limited liability and is listed on the Main
Board. It is principally engaged in oil and gas businesses.

Independent Financial Advisor

During the Track Record Period, Yu Ming had also acted as independent financial
adviser where the appointment of an independent financial adviser is (i) required for certain
types of transactions pursuant to Listing Rules and/or the Takeovers Code; or (ii) upon
request by the directors of listed issuer.
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Transactions where Yu Ming was engaged as independent financial advisers during the
Track Record Period involved two major types of transactions, being (i) connected
acquisitions or disposals; and (ii) fund raising.

As an independent financial adviser, Yu Ming is normally engaged to issue opinion
letters as to fairness and reasonableness of the terms of the transaction and give voting
recommendations to the independent board committee and/or independent shareholders of
listed issuer at the general meetings of the listed issuer.

In forming its recommendation, Yu Ming usually (i) reviews documents relevant to the
listed issuer and the transaction; (ii) researches the relevant market practices and data and
other conditions and trends relevant to the transaction; and (iii) where relevant, interviews
the expert and review the terms of its engagement and expert report.

The following table sets out all transactions for which Yu Ming was engaged as
independent financial adviser published by the listed issuers during the Track Record Period:

Announcement/
Circular/
Client Name Stock Code  Nature of transaction Prospectus Date
Glorious Sun 393 Disposal of two 23 September
Enterprises Limited properties to substantial 2016
shareholders of the issuer
which constituted a
connected transaction of
the issuer
Orient Victory China 265 Open offer of offer shares 29 September
Holdings Limited with an alternative of 2016
unlisted perpetual
convertible securities on
the basis of one offered
share for every five
shares
Yuexiu Property 123 Acquisition of land parcel 23 November
Company Limited and disposal of property 2016
which constituted
connected transactions of
the issuer
Glorious Sun 393 Disposal of interest in a 6 April 2017
Enterprises Limited subsidiary which

constitutes a major and
connected transaction and
including continuing
connected transaction
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Announcement/
Circular/
Client Name Stock Code  Nature of transaction Prospectus Date
Yuexiu Property 123 Continuing connected 19 May 2017
Company Limited transactions in relation to
bank deposits at a bank
which is connected person
of the issuer
PacRay International 1010 Voluntary conditional 10 August 2017
Holdings Limited cash offer to acquire all
issued shares of the issuer
Glorious Sun 393 Disposal of properties 13 October 2017
Enterprises Limited which constituted a
connected transaction of
the issuer
Yuexiu Property 123 Acquisition of a project 14 February
Company Limited company which 2018
constituted connected and
disclosable transaction
Glorious Sun 393 Disposal of interest in a 4 October 2018

Enterprises Limited subsidiary which
constituted a major and
connected transaction and
including continuing
connected transaction

Retainer

Yu Ming may also be engaged as financial adviser on a retainer basis. In such cases,
the engagement letters usually have a duration of twelve months or some has no fixed
period, and some are subject to termination by notice. Under such retainers, Yu Ming
generally is to provide financial advisory services to listed companies on general obligations
under the Listing Rules, the GEM Listing Rules and the Takeovers Code upon enquiries by
clients.

Commission based and other services

Yu Ming’s commission based and other services include underwriting and placing of
securities of listed issuer and other corporate finance related services such as advisory on
financial products/investment portfolio disposal or financing services incidental to specific

financial advisory transactions.

Yu Ming has not entered into any engagement during the Track Record Period where
Yu Ming was engaged as the placing agent or underwriter for new issue of securities.
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Fees and payments

Yu Ming’s corporate finance advisory fees for acting as financial advisor for specific
transaction or issues, and for acting as independent financial adviser are determined on a
case by case basis with reference to the scope of work, complexity and size of the
transactions, as well as expected resources required to complete the transaction.

For retainers, Yu Ming generally charges its client a fixed monthly fee, which is
determined in advance with the client with reference to the expected volume of work and
manpower required.

For commission based services, Yu Ming generally charges commission based on
certain percentage of the offering value.

Payment terms of the advisory fees also varied depending on the nature of the
engagement concerned and are typically clearly set out in the engagement letters. For
specific financial advisory services, fees in general comprised an upfront payment and the
balance based on milestones with reference to the progress of the relevant transactions in
accordance with the engagement letters with the client. In particular, for engagements
involving proxy fights or hostile situations, fees are usually required to be paid upfront upon
or shortly after the signing of the engagement letter. For engagements involving
restructuring and resumption proposals, fees usually are made up of an upfront fee and a
success based fee, and fees such as placing/underwriting commission is payable upon
completion of the relevant transaction.

During the Track Record Period, the advisory fees for each engagement (i) in acting as
financial adviser for specific transaction or issue ranged from approximately HK$50,000 to
HK$9,200,000; (ii) in acting as independent financial adviser ranged from approximately
HK$180,000 to HK$700,000; and (iii) under retainer, ranged from approximately HK$30,000
to HK$250,000 per month.

Debit notes were usually issued in accordance with the terms of the engagement letters
but there may be individual cases where due to development or status of the transaction,
issue of debit notes may be postponed or fees amended. Formal credit terms are usually not
granted to clients and payments are required to be made within a reasonable period of time
after the issuance of a debit note.
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Operation Procedures

For illustration purposes, the operation procedures for Yu Ming’s corporate finance
advisory services are as follows:

Origination of potential engagement

Deal acceptance procedures

Initial/upfront payment (where applicable)

Execution

Completion, billing and settlement

Origination of potential engagement

Referrals are the major source of business of Yu Ming. Other sources of business
include repeat clients and business opportunities arising from Yu Ming’s senior management.

Yu Ming will typically conduct preliminary discussions with the prospective client to
understand the background and the feasibility of the contemplated transaction. The
Responsible Officers of Yu Ming would conduct a preliminary assessment taking into
account, inter alia, the resources of the team available for the relevant transaction over its
relevant period, possible conflict of interest, the background of the potential client and
estimate the fee to be charged.

Deal acceptance procedures

Before initiating further negotiation with potential clients with whom Yu Ming have
had not previously worked with, it will obtain and review the background information of
new customers such as financial information, shareholding structure, corporate documents,
the identity of management and major shareholders and other information available in the
public domain.

Internal independence check are conducted to avoid potential conflict of interest with
the relevant clients engagement as independent financial adviser to confirm independence of
Yu Ming before acceptance of engagements to ensure no conflict of interest will arise from
the engagement.
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Yu Ming will then propose the fee to client and the draft mandate will be prepared by
a project manager and presented to a Responsible Officer for review and approval before
issuing to client. Set out below is a summary of the salient terms of typical engagement
letter between Yu Ming and its clients for corporate finance advisory services.

Scope of work, deliverables and terms of contract

The engagement letter lays out the scope of work and objectives to be
accomplished, such as provision of compliance advisory service, drafting and obtaining
approval from the Stock Exchange and the SFC for the issue of announcements and
circulars.

Fees

The fees and expenses payable by client and the terms of payment will be clearly
set out.

Termination

For retainers, clients are generally allowed to terminate the contract by giving
written notice for an agreed notification period.

Indemnity by clients
Client agrees to indemnify Yu Ming, its directors, officers and employees from

and against all claims which are made against any one or more of them from and

against all claims as a result of Yu Ming acting as the financial adviser to client,

provided always that there is no gross negligence on the part of Yu Ming.
Initial/Upfront Payment

For some engagements, clients are required to pay initial/upfront payment upon or
shortly after the signing of the engagement letter. For details, please refer to the sub-section
headed “Fees and payments” in this section above.

Execution

Once the engagement letter is executed, the corporate finance team will commence
work on the transaction.
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Obtain information and conduct due diligence

Works for acting as financial adviser for specific transactions and as independent
financial adviser typically include:

° Schedule and hold meetings with clients to discuss the structure of the
transactions and the relevant regulatory implication requirements stipulated
under the Listing Rules, the GEM Listing Rules, the SFO and/or the
Takeovers Code;

e  Obtain information from the client and/or other professional parties working
in the transaction, and in appropriate cases prepare due diligence
questionnaire for such purpose;

° Review relevant background documents of the client such as the public
announcements, press releases, circulars and financial statements; and

° Review the terms of the relevant transactions.
Delivery of relevant document or letter of advice

Yu Ming’s designated transaction team prepares the draft documents (such as
announcements, circulars, and submissions to be made to the Stock Exchange or the
SFC, or letters of advice for independent financial advisory). Where necessary, the
transaction team would conduct relevant research to support its analysis. In cases where
third party experts are engaged, appropriate due diligence is also carried out, including,
but not limited to, obtaining and reviewing the terms of engagement from the third
party expert, reviewing the relevant reports and the underlying assumptions adopted
therein as well as conducting due diligence interviews before submissions is made to
the regulators, in particular, the Stock Exchange and/or the SFC (where necessary).

Seek clearance of relevant documents or letter of advice from the Stock Exchange and/
or the SFC

After the relevant transaction documents or letters of advice are delivered to the
Stock Exchange and/or the SFC, Yu Ming will assist client to liaise with the Stock
Exchange and/or the SFC with an aim to obtain their clearance on the transaction
documents or letter of advice. Where the Stock Exchange and/or the SFC raises
enquiries on the transaction or the relevant documents, Yu Ming will also lead the
preparation of the response.

Completion, billing and settlement
Most engagements of Yu Ming involve documents to be prepared and published in
accordance with the Listing Rules, the GEM Listing Rules and/or the Takeovers Code, and

depending on the terms of the specific engagement letters, these transactions are considered
completed upon signing off of the documents.
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Where the agreed service fee has milestone payments, such as fee payable upon
publication of announcement and circular, Yu Ming will then issue the relevant debit note to
client in accordance with the agreed milestone.

During the Track Record Period, Yu Ming did not experience any material default in
settlement for services rendered.

ASSET MANAGEMENT

Yu Ming’s asset management services involve the provision of investment management
services to SHK, the first investment company listed on the Main Board under Chapter 21 of
the Listing Rules on 21 December 1990. An investment company listed under Chapter 21 of
the Listing Rules is expected to have a management company and may also have an
investment adviser. In addition to the directors of the investment management company,
under Rule 21.04(1) of the Listing Rules the Stock Exchange must also be satisfied as to the
fitness, competence and experience of the directors of its management company and/or its
investment manager. Yu Ming has been appointed by SHK as its investment manager on an
exclusive basis since 5 March 1997. The appointment was normally for a term of 3 years
and has been renewed every 3 years which has been subject to the approval by the
independent shareholders of SHK.

During the Track Record Period, Yu Ming’s services to SHK was provided under the
Management Agreement, which was approved by the independent shareholders of SHK at
the extraordinary general meeting held on 29 December 2015, pursuant to which Yu Ming’s
appointment was extended for another 3 years for the period from 1 January 2016 to 31
December 2018. At the extraordinary general meeting of SHK held on 12 September 2018,
the independent shareholders of SHK approved the New Management Agreement, pursuant
to which Yu Ming’s appointment is further extended for another 3 years for the period from
1 January 2019 to 31 December 2021.

Since the commencement of Yu Ming’s asset management business in 1997 and during
the Track Record Period, SHK has been the sole client of this segment of Yu Ming’s
business.

Services

Under each of the Management Agreement and the New Management Agreement, the
investment services to be provided by Yu Ming to SHK include identifying, reviewing and
evaluating investment and realization opportunities for SHK, making investment or
realization recommendation to the SHK Exco, executing investment and realization decisions
and instructions relating to SHK’s investment as approved by the SHK Exco, and based on
such information as may be reasonably available to it, monitoring the performance and
supervising the maintenance of the assets of SHK.
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Yu Ming shall also provide certain day-to-day administrative services to SHK including
keeping books of accounts and records relating to the business of SHK, preparing
half-yearly reports and accounts, preparing draft interim and annual financial statements,
filing of statutory returns or registrations under the Companies Ordinance, business
registration and taxation legislation.

Yu Ming is entitled to retain agents to perform or assist in performing any of such
services.

Fees and payments

Pursuant to the Management Agreement and the New Management Agreement, Yu
Ming is entitled to receive (i) quarterly in arrears, management fee, being 0.375% of the
consolidated net asset value attributable to the owners of SHK for such quarter without
deduction of the management fee attributable to the relevant quarter (“Gross NAV”),
calculated as the arithmetical average of the published Gross NAV; and (ii) annually in
arrears, performance fee, being 20% of the amount by which the audited NAV of SHK of
the relevant year (disregarding the effect of new issue of securities, declaration, distribution
or payment of dividends or return of capital to shareholders) exceeds the High Watermark.

The performance fee is an incentive to ensure the interest of Yu Ming and SHK is
aligned. As it is calculated based on the excess of the latest audited NAV over the NAV of
the last High Watermark, it is therefore contingent and not predictable. Furthermore, NAV
highly correlates with overall market trend and economic conditions, which fluctuates.
Performance fee from SHK therefore also fluctuates and is uncertain.

Under the Management Agreement, the aggregate annual amount payable by SHK to Yu
Ming was capped at HK$85 million, HK$135 million and HK$170 million for each of the
financial year ended 31 December 2016, 2017 and 2018 respectively. Under the New
Management Agreement, the aggregate annual amount payable by SHK to Yu Ming was
capped at HK$110 million, HK$140 million and HK$175 million for each of the financial
year ending 31 December 2019, 2020 and 2021 respectively.

Set out below is the revenue breakdown of the service fee received from SHK during
the Track Record Period:

Year ended 31 December

2016 2017 2018
HKS$’000 % HK$’000 % HK$’000 %
Management fee 17,424 100.0 19,288 91.0 17,824 100.0
Performance fee - — 1,916 9.0 - —
Total 17,424 100.0 21,204 100.0 17,824 100.0
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The management fee and the performance fee shall be calculated by a qualified
accountant of SHK and notified to both SHK and Yu Ming within 14 business days of the
end of each quarter and the issue of the audited accounts of SHK for the relevant year
respectively, and their payment shall be made within 14 business days after the date of such
notification.

For the day-to-day administrative services provided by Yu Ming to SHK under the
Management Agreement and the New Management Agreement, SHK shall reimburse 40% of
the renovation expenses, furniture and fixtures, rents, management fee, utilities, and rates in
relation to the premises and office overhead expenses, such as postage, telecommunication,
photocopying, insurance, courier and cleaning expenses incurred by Yu Ming. Such
disbursement income amounted to HK$1.4 million, HK$0.9 million and HK$1.0 million for
the three years ended 31 December 2016, 2017 and 2018.

Services Performed
Background

As provided under the Management Agreement and the New Management Agreement,
Yu Ming shall in performing the services have regard to the investment strategy of SHK
from time to time. SHK Exco is responsible for setting and reviewing investment strategies
and policies of SHK, but the SHK Board may also direct SHK to invest in the type of
investments or countries where the SHK Board may consider appropriate. Yu Ming shall
initiate investment ideas, carry out research on investment ideas and make recommendation
for review by the SHK Exco and execute the investment decisions approved by SHK Exco.

Flow of Investment Decision

Below sets out the usual involvement of Yu Ming in investment decisions of SHK.
However, SHK has the power to carry out any of the investment functions on its own (be it
origination, research, execution, settlement, monitoring) without involving Yu Ming.

Origination

Investment opportunities and ideas come from networking, observation, extensive
reading and analysis.

e  Where Yu Ming finds an investment opportunity or theme attractive, it will bring
it to the attention of SHK Exco for discussion. If SHK Exco approves of the
theme or the potential investment, it will usually delegate the investment team of
Yu Ming to prepare an analysis on the theme or the opportunity.

e SHK Board and SHK Exco may also initiate investment ideas for Yu Ming to
carry out additional research and analysis. If the investment team is convinced
that an investment theme and/or opportunity is attractive, it will put forward the
research and analysis to SHK Exco for deliberation.
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Research

Research by Yu Ming includes desk top analysis, interviews as well as on-site due

diligence.

Desk top analysis:

Interviews:

Due diligence:

Execution

Understanding the industry norms in terms of valuation, capital
structure, profit margins, other financial analysis, market trend,
news and history of the issuers, using resources such as
Bloomberg, research reports by institutional brokers,
newspapers, company announcements.

Whenever possible, the investment team conducts face-to-face
meetings with companies’ management for a thorough
understanding of their business and financial standing, and
updates of developments of companies.

For unlisted investments, there may be on site due diligence on
the management and the companies. The level of due diligence
will depend on the direction of SHK Exco. Legal due diligence
on the title of assets and licences by legal advisers are usually
compulsory prior to commitment in this category of
investments.

Execution of all investments and disposals is subject to prior approval of SHK Exco,
either with specific or general terms and conditions.

For tradable securities:

On Market:

Off Market:

The investment team is primarily responsible for placing orders
with intermediaries on behalf of SHK. Whether or not trades
are executed, the market intermediaries will inform Yu Ming on
the same day. If trades are executed, the market intermediary
will send written confirmation to Yu Ming and SHK.

Once counterparty is identified, the investment team is
primarily responsible for preparing or reviewing the necessary
agreements and settlement documentations for the execution by
persons authorized by SHK Exco.

For unlisted investments:

Unlisted investments may include direct investment in unlisted (or sometimes
listed) issuers as well as properties. Yu Ming is usually not involved in the execution
of these types of investments.
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Payment and delivery approval

After trades are executed, and payment or delivery requests are received, the
accounting department of Yu Ming will prepare payment or delivery instructions for
approval by the relevant bank signatories of SHK.

Disposal

Divestment decisions follow essentially the same procedures as investment decisions.
Main reasons for disposals of investments include: (i) the expected return has already been
achieved/exceeded the target set by SHK Exco; (ii) the investment has no prospects of
appreciation in value; (iii) there are better risk/reward alternatives; and/or (iv) there are
liquidity concern.

The management team will make recommendations to SHK Exco and all disposal
decision has to be approved by SHK Exco and thereafter executed by SHK or Yu Ming.

Daily monitoring
News review

The investment team monitors the investment portfolio of SHK on a daily basis.
Monitoring includes price observation, reviewing results announcements, brokers’ reports

and rating changes, major news concerning issuers or relevant parties of SHK’s portfolio.

Upon observation of any major news or events, the investment team will discuss with
the managing director, who will report to SHK Exco if he considers it necessary.

Receipts

The accounting department of Yu Ming is responsible for monitoring scheduled
receivable (such as declared dividends, interest, repayments or sale proceeds) from
investments of SHK.
Commitments

The accounting department of Yu Ming is responsible for monitoring scheduled
payments of SHK such as consideration or instalment for investments. It will prepare
payment approval and authorization in advance of the commitments.
Administrative Services

Save for the investment management services described above, Yu Ming also provides
SHK basic accounting, settlement and other administrative and secretarial services, which is

part and partial of the investment management agreement, and no separate service fee is
charged to SHK other than agreed disbursements. Services provided by Yu Ming includes (i)
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payment and settlement of trade upon execution of buy and sell transactions; (ii) prepare
daily securities report; (iii) prepare daily cash report; (iv) prepare monthly management
account; and (v) prepare annual and interim audit matters.

PROPRIETARY TRADING

During the Track Record Period, Yu Ming has also engaged in proprietary trading of
equity securities and fixed income products, selecting investment targets based on Yu Ming’s
own risks profile and investment cycle.

Yu Ming has a proprietary trading policy under which it (i) has to give priority to
satisfying a client order; (ii) cannot deal in accordance with a recommendation, research or
analysis to be published to clients until clients have had a reasonable opportunity to act on
the information; (iii) except with the prior written consent of the compliance officer, cannot
deal ahead of any transaction to be carried out on behalf of a client, or where the house
account and a client have invested in the same investment, can only dispose of its holdings
following the disposal of holdings on behalf of a client; and (iv) has to comply with the
requirements of the restricted list system (as set out in the paragraph headed “Restricted list
— Risk Management and Internal Control Procedures”). The directors of Yu Ming confirmed
that Yu Ming does not trade ahead of any transaction to be carried out on behalf of SHK
under the proprietary trading business.

As advised by the Proposed Directors, Yu Ming does not intend to actively engage in
proprietary trading after Acquisition Completion, and since Yu Ming will declare and
distribute dividends to its Shareholder prior to Acquisition Completion to the extent that Yu
Ming maintains a net asset value of no less than HK$10 million, it is expected that Yu Ming
will distribute all the investment assets it holds to the Vendor prior to Acquisition
Completion in specie to satisfy the dividends declared.

However, Yu Ming may, incidental to its corporate finance engagements, (i) receive
listed securities as fees in lieu of cash payment and; (ii) underwrite listed securities. The
Enlarged Group will establish risk management process upon Resumption to evaluate,
monitor and manage the risks associated with its proprietary investments and tradings.
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Set out below is the breakdown of the net financial income generated by Yu Ming’s
proprietary trading during the Track Record Period.

Year ended 31 December
2016 2017 2018
HKS$’000 HK$’000 HK$’000

Interest income from financial assets at fair
value through other comprehensive income 5,914 5,556 1,237

Interest income from bank deposits 178 583 1,783

Total interest income derived from financial
assets not at fair value through profit and loss 6,092 6,139 3,020

Realised gain on redemption of financial assets
at fair value through other comprehensive

income 3,577 1,623 -

Fair value loss on financial assets at fair value

through profit or loss (2,143) (273) (378)
Exchange (loss)/gain, net (544) 886 521
Dividend income 878 - -

Loss allowance for expected credit losses on
financial assets at fair value through other
comprehensive income (773) — -

Net financial income generated from proprietary
trading 7,087 8,375 3,163

During the Track Record Period, Yu Ming did not actively participate in dealings of
securities for its proprietary trading. For the year ended 31 December 2017 and 2018, save
for the redemption of bonds by the issuers, Yu Ming did not make any dealings in such
segment.

Set out below is a summary of Yu Ming’s dealings of securities for its proprietary
trading during the Track Record Period:

Equity securities
During the year ended 31 December 2015, Yu Ming subscribed the under-subscribed

shares of an open offer of Kingwell Group Limited (stock code: 1195) as an underwriter.
Save for certain of such shares, Yu Ming has disposed all its equity securities during the
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Track Record Period. The relevant income from the equity securities and gain/(loss) on
disposal of equity securities were recorded in the “Dividend income” and “Fair value loss on
financial assets at fair value through profit or loss” above.

Debt securities

During the Track Record Period, (i) an US$ denominated bond with coupon rate of
4.75% and an US$ denominated bond with coupon rate of 6% were subscribed by Yu Ming,
and an US$ denominated bond with coupon rate of 8% and an US$ denominated bond with
coupon rate of 6.375% were redeemed by the issuers for the year ended 31 December 2016;
(i) an US$ denominated bond with coupon rate of 6% was redeemed by the issuer for the
year ended 31 December 2017; and (iii) a RMB denominated bond with coupon rate of 6.9%
was redeemed by the issuer for the year ended 31 December 2018.

The relevant income from the debt securities and gain on redemption of debt securities
were recorded in the “Interest income from financial assets at fair value through other
comprehensive income”, “Realised gain on redemption of financial assets at fair value
through other comprehensive income” and “Exchange (loss)/gain” above.

CLIENTS
Corporate Finance Advisory

Yu Ming had acted for over 60 clients during the Track Record Period. Corporate
finance advisory clients are mainly companies listed on the Stock Exchange and
shareholders and investors of companies listed on the Stock Exchange.

Repeat business from clients and referrals from professional parties have contributed to
the client base of the corporate finance advisory business of Yu Ming. Yu Ming’s top five
largest clients of this business segment for each of the financial years ended 31 December
2016, 2017 and 2018 in aggregate contributed approximately 42.1%, 34.9% and 35.6%
respectively of Yu Ming’s total revenue and approximately 61.3%, 50.0% and 52.0%
respectively of Yu Ming’s revenue from its corporate finance advisory business. The largest
client of Yu Ming of this business segment for each of the financial years ended 31
December 2016, 2017 and 2018 accounted for approximately 10.0%, 8.2% and 9.2%
respectively of Yu Ming’s total revenue and approximately 14.6%, 11.7% and 13.5%
respectively of Yu Ming’s revenue from its corporate finance advisory business. Due to the
“one-off” nature of many corporate finance transactions, Yu Ming’s largest clients’
contribution to revenue will tend to vary from year to year.

The tables below set out the revenue generated from the five largest clients of Yu
Ming’s corporate finance advisory services, their business background and the services
provided by Yu Ming, for each of the financial years ended 31 December 2016, 2017 and
2018.
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For the year ended 31 December 2016

Customer

Client A

Client B

Client C

Client D

Client E

Autobest
Holdings
Limited

Customer business at the
time of signing engagement
letter

Manufacturing and selling of
pure cashmere apparel and
other apparel products

Manufacturing and sale of
cement, clinker and
concrete

Provision of B-to-C
consumer services,
healthcare services and
distribution of cooling
system

Trading of construction
machinery and spare parts
and leasing of the
construction machinery;
sales of proprietary
Chinese medicine

Investment holding

Investment holding

Yu Ming’s role

Financial adviser

Financial adviser

Financial adviser

Financial adviser

Financial adviser

Financial adviser

Total

% of

corporate

finance

advisory

Revenue % of total services

recognized revenue revenue
HKS$’000

6,000 10.0 14.6

5,571 9.3 13.5

5,300 8.8 12.9

4,415 7.4 10.7

2,000 33 4.8

2,000 33 4.8

25,286 42.1 61.3

Note: The revenues recognized from client E and Autobest Holdings Limited were the same for the year
ended 31 December 2016.

~ 142 -



BUSINESS OF YU MING

For the year ended 31 December 2017

Customer

Client F

Client G

Client H

Client I

Client B

Customer business at the

time of signing engagement

letter

Investment holding

Media and communications
products businesses

Production and sales of
industrial gases

Construction engineering
business

Manufacture and sale of
cement, clinker and
concrete

Yu Ming’s Role

Financial adviser

Financial adviser

Financial adviser

Financial adviser

Financial adviser

Total

~ 143 -

% of

corporate

finance

advisory

Revenue % of total services

recognized revenue revenue
HKS$’000

6,000 8.2 11.7

5,850 7.9 11.4

5,000 6.8 9.7

4,500 6.1 8.8

4,337 5.9 8.4

25,687 34.9 50.0
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For the year ended 31 December 2018

% of
corporate
finance
Customer business at the advisory
time of signing engagement Revenue % of total services
Customer letter Yu Ming’s Role recognized revenue revenue
HK$’000
Client J Company in liquidation Financial adviser 5,500 9.2 13.5
Client K Finance related business Financial adviser 5,000 8.4 12.3
Client L Mining of bentonite and the  Financial adviser 4,000 6.7 9.8
production and sales of
drilling mud and mining
of iron and steel
Client M Operation of beauty centers, Financial adviser 3,687 6.2 9.0
spas and medical beauty
centers
Manfield Manufacture and sales of Financial adviser 3,000 5.1 7.4
Chemical liquid coating
Holdings
Limited
Total 21,187 35.6 52.0

To the best knowledge of the Proposed Directors, except for Autobest Holdings Limited
and Manfield Chemical Holdings Limited which are connected persons (details of which are
set out in the section headed “Past Connected Transactions” of this prospectus), none of the
Proposed Directors, their close associates, or the Vendor, held more than 5% of the issued
share capital of any of the five largest clients mentioned in the tables above which are listed
issuers, or in respect of any of such five largest clients which is not a listed issuer, any
interest in their share capital, during the Track Record Period.

Asset Management

From the commencement of its business and during the Track Record Period, SHK has
been the sole client of Yu Ming for its asset management services. Yu Ming has not
undertaken services to other investment companies listed under Chapter 21 of the Listing
Rules as it decided to avoid potential conflict of interests which may arise from allocation
of investment opportunities and resources allocation, and to dedicate resources to SHK. Yu
Ming’s decision to focus its asset management services on SHK is largely to (i) ensure a
high standard of investment management service is provided to SHK; (ii) avoid potential
conflict of interest in allocation of investment opportunities and time allocation; (iii)
eliminate any suspicion of leakage of information to competitors; and (iv) to avoid
unnecessary additional administrative works associated with allocations mentioned above,
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which reduces efficiency. As disclosed in the circular of SHK dated 11 December 2015, save
for the year 2012, SHK’s investment has outperformed the Hang Seng Index six out of
seven years since 1 January 2008. As disclosed in the circular of SHK dated 24 August
2018, in the past ten years, the SHK Group’s net assets value increased from approximately
HK$598.2 million as at 31 December, 2008 to approximately HK$1,343.5 million as at 31
December 2017, representing a CAGR of 9.41% which outperformed the CAGR of the Hang
Seng Index of 8.47% during the same period. The SHK Board has therefore been of the
view that obtaining continued investment management services from Yu Ming is in the best
interest of SHK and its shareholders.

Yu Ming’s five largest clients for each of the financial year ended 31 December 2016,
2017 and 2018 contributed approximately 66.8%, 59.1% and 62.1% respectively of Yu
Ming’s revenue (corporate finance advisory and asset management services) in aggregate.

SUPPLIERS AND INVENTORY

Due to the nature of Yu Ming’s principal business activities, it had no major suppliers
and carried no inventory during the Track Record Period.

SALES AND MARKETING

Yu Ming has not conducted any marketing or promotional activities during the Track
Record Period as it generally generates new business through repeat engagement by clients
and referrals.

RESEARCH AND DEVELOPMENT

During the Track Record Period and up to the Latest Practicable Date, Yu Ming did not
have any capital expenditure on research and development other than expenses for continued
professional training of its staff.

REGULATIONS AND LICENSES

The corporate finance industry in Hong Kong is highly regulated. The principal
regulatory body governing Yu Ming’s business is the SFC. Please refer to the section headed
“Regulatory Overview” in this prospectus.
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SFO LICENSES

Yu Ming has obtained all licences, permits or certificates necessary to conduct its
business activities. Since 6 December 2005 and as at the Latest Practicable Date, Yu Ming is
licensed to carry on the following regulated activities under the SFO:

Type of license  Scope of license Licensing conditions

Type 1 Licence to carry out Type 1 (dealing None
in securities) regulated activity

Type 4 Licence to carry out Type 4 None
(advising on securities) regulated
activity

Type 6 Licence to carry out Type 6 with effect from 1 January
(advising on corporate finance) 2007, shall not act as
regulated activity sponsor in respect of an

application for the listing on
a recognized stock market of
any securities.

Type 9 Licence to carry out Type 9 (asset shall not provide a service of
management) regulated activity managing a portfolio of
futures contracts for another

person.

Pursuant to the SFO, licensed corporations are required to submit annual returns to the
SFC within one month after each anniversary date of their licences. Failure to submit annual
return before the due date could result in suspension and revocation of the licence. During
the Track Record Period, Yu Ming has duly complied with such requirement for each year.

The Proposed Directors confirm that Yu Ming has, during the Track Record Period and
up to the Latest Practicable Date, obtained all requisite licenses, permits and certificates
necessary to conduct its operations from the relevant governmental and regulatory bodies in
Hong Kong and Yu Ming had complied with all applicable laws, regulations, rules, codes
and guidelines in Hong Kong in connection with the business and operation of Yu Ming in
all material respects.

SFC Licenses
As at the Latest Practicable Date, there were 8 persons licensed with the SFC and can
carry on regulated activities for Yu Ming. 3 of them had been approved as Responsible

Officers, of whom 1 has also been approved as Licensed Representative, and the other 5
approved as Licensed Representatives.
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Set out below are the Responsible Officers and Licensed Representatives of each
regulated activity of Yu Ming under the SFO as at the Latest Practicable Date:

Regulated activities Responsible Officers Licensed Representatives
Type 1 (dealing in securities)  Mr. Warren Lee Mr. Tam Ka Hei Raymond
Mr. Lam Chi Shing Mr. Fong Yun Sang
Ms. Li Ming Mr. Chow Kai Yip Nelson
Mr. You Qian

Mr. Li Jingyou

Type 4 (advising on Mr. Warren Lee Ms. Li Ming
securities) Mr. Lam Chi Shing Mr. Tam Ka Hei Raymond
Mr. Fong Yun Sang
Mr. Chow Kai Yip Nelson

Mr. You Qian
Type 6 (advising on corporate ~ Mr. Warren Lee Mr. Tam Ka Hei Raymond
finance) Mr. Lam Chi Shing Mr. Fong Yun Sang
Ms. Li Ming Mr. Chow Kai Yip Nelson
Mr. Li Jingyou
Type 9 (asset management) Mr. Warren Lee Ms. Li Ming
Mr. Lam Chi Shing Mr. Tam Ka Hei Raymond
Mr. Fong Yun Sang
Mr. You Qian

Under the SFO, a licensed corporation shall not carry on any regulated activity unless
not less than two Responsible Officers are approved by the SFC in relation to the regulated
activity. During the Track Record Period, Yu Ming has had not less than two Responsible
Officers in relation to each of the regulated activities approved to be carried out by the SFC.

MARKET AND COMPETITIVE LANDSCAPE

Competition in the corporate finance sector in Hong Kong is intense because of a large
number of market players in corporate finance advisory services and that a substantial
amount of capital is not required.

According to the SFC, as at 31 December 2018, there were 1,350 licensed corporations
to carry on Type 1 (dealing in securities); 1,445 licensed corporations licensed to carry on
Type 4 (advising on securities); 331 licensed corporations licensed to carry on Type 6
(advising on corporate finance); and 1,643 licensed corporations licensed to carry on Type 9
(asset management) regulated activities. Due to the large number of market players which
are licensed to carry out regulated activities, Yu Ming faces fierce competition in corporate
finance advisory business. The Proposed Directors believe it is important to provide timely
and professional advisory services and maintain a good reputation within the industry to
remain competitive in the business.
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With the increasing number of listed companies in Hong Kong, the level of equity fund
raising on the Stock Exchange, either through IPOs or in the secondary market, has been
active. Rights issues, placings and others (which include funds raised through issue of
consideration shares, warrants and share option schemes) have been significant source of
fund raising for listed companies. While the market is active, competition in the
underwriting and placing business in Hong Kong is intense because of the relatively large
number of market players.

However, with highly regulated licensing requirements, the Hong Kong corporate
finance industry presents potential new entrants with barriers to entry. Additionally, given
the demand for corporate finance services is on a project-by-project basis, relevant industry
experience and an extensive network of contacts are vital for deal flow, being another hurdle
for new entrants into the corporate finance industry.

For more details on the industry Yu Ming operates in and the competition it currently
faces, please refer to the section headed “Industry Overview” in this prospectus.

RISK MANAGEMENT AND INTERNAL CONTROL PROCEDURES
Overview of internal control system

All persons registered with the SFC are required to comply with their ongoing
obligation to satisfy the SFC that they remain fit and proper to be so registered.
Accordingly, Yu Ming is required to comply with the relevant codes and regulations (such as
the SFC Code of Conduct and the Internal Control Guidelines) issued by the SFC from time
to time. In particular, the SFC Code of Conduct requires that a licensed corporation should
have internal controls in place to protect its operations, clients and other licensed or
registered persons from financial loss arising from theft, fraud and other dishonest acts,
professional misconduct or omissions.

Yu Ming has adopted a series of internal control and has in place a compliance manual,
setting out corporate policies and key internal control guidelines and procedures.

Review of internal control system

The Company has engaged an independent internal control reviewer in February 2017
to prepare an internal control review report on the Enlarged Group which is updated to 31
December 2018. No material deficiency was identified in relation to the business and
operations of Yu Ming.

The Proposed Directors are of the view, and the Sponsor concurs, that the current

internal control measures adopted by Yu Ming are effective to ensure its compliance with the
relevant rules and regulations material to its business and operations.
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Key internal control procedures of Yu Ming
Key internal control policies and procedures of Yu Ming are as follows:
Confidentiality

In order to ensure that information of clients and their transactions are confidentially
treated, such information should only be provided to those staff who are participating in the
transaction. In particular, staff with responsibilities on both corporate finance advisory and
asset management functions should not use the transaction information in performing asset
management function. Staffs in possession of price sensitive or confidential information are
required to ensure such information is handled carefully and relevant documents are properly
secured and cannot be accessed by any third parties.

Restricted list

In order to prevent potential conflicts of interest from arising and insider dealing, a
restricted list is maintained, listing out the names of the clients covered by the corporate
finance transactions currently undertaken by Yu Ming. The securities of listed companies
whose stock codes have been placed on the restricted list should not be dealt in by the funds
managed by the asset management team or any staff without the approval of the compliance
officer.

The restricted list is to be updated as and when new transactions are being undertaken,
completed or terminated.

Employee trading policy

In addition to restriction on dealing in the listed securities where the relevant stock
codes are in the restricted list to avoid conflict of interest and insider dealing, in compliance
of Rule 12.2 of the SFC Code of Conduct, Yu Ming has a written policy that all employees
are required to obtain the written consent of the compliance officer before dealing in any
securities. In the event the employee is the compliance officer, he should obtain consent
from the board of directors before dealing in the securities. Staff dealing policy is set out in
the compliance manual.

Liquidity risk management

Yu Ming is required to maintain at all times a minimum paid-up share capital and
liquid capital pursuant to the FRR. Such liquid capital computation is monitored by the
accounting department of Yu Ming on a daily basis so as to ensure constant compliance with
the relevant requirements by Yu Ming. The accounting department of Yu Ming also regularly
prepares the required financial resources returns and computes the liquid capital in
accordance with the requirements set out in the FRR.
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Independency checks for independent financial adviser’s engagement

There is an independency check policy in place for independence checks for
independent financial adviser’s work to comply with independent financial adviser’s
declaration and undertaking to the Stock Exchange pursuant to the Listing Rules and the
independence confirmation by the independent financial adviser to the SFC pursuant to the
Takeovers Code.

Conflict Check Policy

Yu Ming further put in place a conflict check policy in October 2018 pursuant to which
the managing director should perform conflict check prior to engagement to see whether the
acceptance of the engagement will cause any conflict of interests among different parties. If
conflict or potential conflict is found, Yu Ming would disclose to its clients the
circumstances and can accept the engagement only if client provides written informed
consent.

Whistle blower policy

The whistle blower policy is formulated to provide a channel for all staff to report on
material concerns regarding any non-compliance with internal controls, incorrect or improper
financial or other reporting, or any other suspected unlawful or improper practices or
wrongful conducts.
Financial reporting policy

Draft management accounts are prepared by the accounting department of Yu Ming
monthly after the end of each month. These management accounts will usually include a

balance sheet, an income statement together with explanatory notes.

The draft management accounts and related FRR are sent to executive director of Yu
Ming for comment after review by the financial controller of Yu Ming.

After approval by executive director, the related FRR is e-submitted to the specified
SFC’s website by the accounting department.

Cash management policy
For any surplus cash, the financial controller of Yu Ming should ensure that they are
placed with authorised institutions for such periods that maturing deposits (together with

credit facilities, as the case may be) will be able to meet known outgoings.

The accounting department of Yu Ming should obtain daily interest rate quotations
from at least 3 authorised institutions for comparison.

Bank deposit orders are placed by the assistant accountant over the phone or through
emails, as appropriate, after approval from the financial controller.
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Record keeping

Yu Ming must keep records in accordance with the requirements under the Securities
and Futures (Keeping of Records) Rules (Chapter 5710 of the Laws of Hong Kong) to
ensure that it maintains comprehensive records in sufficient detail relating to its businesses
and client transactions for proper accounting of its business operations and clients’ assets.

Know your clients and anti-money laundering and counter terrorist financing

Licensed corporations registered under the SFO are required to comply with the Hong
Kong laws and the SFC Guidance on Anti-Money Laundering and Counter-Financing of
Terrorism (for Licensed Corporation) which require licensed corporations, amongst other
things, to carry out customer due diligence measures. Staff of licensed corporations who
know, suspect or have reasonable grounds to believe that a client might have engaged in
money laundering activities must immediately report to the legal and compliance division for
attention and handling which, in turn, will be reported to the JFIU. Know your client
policies is incorporated in Yu Ming’s compliance manual.

Complaints and regulatory compliance

During the Track Record Period and up to the Latest Practicable Date, Yu Ming has not
received any written complaints from its clients and, save as disclosed in the sub-section
headed “Litigation and Disciplinary Actions” below, has not been subject to any litigation or
claims resulting from services provided to its clients. As at the Latest Practicable Date, no
disciplinary, investigation or enforcement action is being taken against Yu Ming and/or its
staff.

Yu Ming is required to submit monthly FRR return to the SFC. Monthly FRR return
and management accounts are prepared by the accounts department of Yu Ming for internal
review. Final approved monthly FRR return will be submitted by accounts department to the
SFC. During the Track Record Period and up to the Latest Practicable Date, Yu Ming has
complied with the FRR submission requirement at all times.

To the best knowledge and belief of the Proposed Directors, there has not been any

material non-compliance by Yu Ming of the requirements under SFO and guidelines of the
SEC.
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EMPLOYEES

The table below set forth a breakdown of the number of Yu Ming’s employees by
business function as at 31 December 2016, 2017 and 2018:

As at 31 December

2016 2017 2018
Director and senior management 5 5 5
Corporate Finance 3 3 4
Asset Management 2 2 1
Finance and administration 4 4 4
Total 14 14 14

As at the Latest Practicable Date, the organisation structure of Yu Ming is as follows:

Board of directors:
Mr. Warren Lee and
Mr. Li Chi Kong

Y

Mr. Warren Lee
(Managing Director)

Mr. Lam Chi Shing Ms. Li Ming Mr. Lee Hon Sang
(Director) (Director) (Financial Controller)

Asset management team with Corporate finance team Finance and
1 consultant and 1 member with 4 members, all of whom administration department
are licensed representatives of' 4 members

Staff training

All Responsible Officers and Licensed Representatives are required to undertake a
sufficient number of hours of continuous professional training in order to maintain their SFC
licences to carry on regulated activities.

Relationship with employees
Yu Ming has maintained a good relationship with its employees during the Track
Record Period and up to the Latest Practicable Date. During the Track Record Period, Yu

Ming has not experienced any strikes or labour disputes which have materially and adversely
interfered with its operations.
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Yu Ming has established a remuneration review system. The head of each team is
responsible for conducting review and performance appraisal of the staff of their own team.

HEALTH, WORK SAFETY, SOCIAL AND ENVIRONMENTAL MATTERS

Yu Ming maintains medical and life insurance for its employees. Policies and
procedures regarding work safety and occupational health issues were adopted by Yu Ming.

During the Track Record Period and up to the Latest Practicable Date, Yu Ming did not
incur any cost of compliance with applicable environmental protection and safety rules and
regulations, as Yu Ming does not generate industrial pollutants and does not raise any
material safety issues due to nature of business of Yu Ming.

During the Track Record Period and up to the Latest Practicable Date, Yu Ming had
not come across any material non-compliance issues in respect of any applicable laws and
regulations on environmental protection and work safety or any complaints from employees,
clients or the public in respect of work safety and health issues relating to Yu Ming’s
operations. The Proposed Directors are of the view that there are no environmental and
safety laws and regulations which may affect the provision of financial advisory services in
any material respect and that the operations of Yu Ming are in compliance with the
applicable laws and regulations of Hong Kong in all material respects.

PROPERTIES

As at the Latest Practicable Date, Yu Ming did not own any property. Yu Ming leased
its principal place of business at Room 1801, Allied Kajima Building, 138 Gloucester Road,
Wanchai, Hong Kong. It also leased part of Room 1802 (re-designated as extension area to
Room 1801 as from April 2019) and part of 24/F of the same building for copying room and
pantry and director’s office respectively.

Details of the leased properties are set out as below:

Use of Monthly Term of
Address Property Rental (Note) Tenancy
HK$’000
Room 1801, Allied Kajima Building,  Office 68.0 1 April 2017 to
138 Gloucester Road, Wanchai, 31 March 2019
Hong Kong and extended to

30 June 2019
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Use of Monthly Term of
Address Property Rental (Note) Tenancy
HK$’000
Part of Room 1802 (re-designated as  Office 19.5 1 April 2017 to
extension area to Room 1801 as 31 March 2019
from April 2019) and part of 24/F, and tenancy
Allied Kajima Building, 138 extension/
Gloucester Road, Wanchai, Hong license period
Kong from 1 April
2019 to 30
June 2019

Note: Exclusive of air-conditioning and management fee

The owner of the above properties is Art View Properties Limited, a company owned
as to 50% by Allied Properties (H.K.) Limited, which in turn is a subsidiary of Allied
Group, and 50% by third parties independent to Yu Ming. The leasing of the properties
constitutes a connected transaction under the Listing Rules. Please refer to the section
headed “Past Connected Transactions” in this prospectus for further information.

No valuation report has been included in this prospectus as they are exempted under
section 6 of the Companies (Exemption of Companies and Prospectuses from Compliance
with Provisions) Notice (Chapter 32L of the Laws of Hong Kong).

INTELLECTUAL PROPERTY RIGHTS

As at the Latest Practicable Date, Yu Ming owns one registered trademark and one
domain name.

The domain name www.ymi.com.hk, being the website of Yu Ming, was registered on
17 May 2007 and is due to expire on 25 May 2020, subject to renewal. The registration
prevents others from using the same domain name during the subsisting registration period.

Yu Ming has been conducting its business using the “Yu Ming” trade name. As at the
Latest Practicable Date, Yu Ming has registered € & trademark in Hong Kong, details of
which are set out in the paragraph headed “B. Further information about the business of the
Enlarged Group — 2. Intellectual property rights — (a) Trademarks” in Appendix V to this
prospectus.

During the Track Record Period and up to the Latest Practicable Date, Yu Ming has not
been subject to any intellectual property infringement claim which would have had a
material impact on its business, financial conditions or results of operations. Further details
of Yu Ming’s intellectual property rights are set out in the paragraph headed “B. Further
information about the business of the Enlarged Group — 2. Intellectual property rights” in
Appendix V to this prospectus.
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LITIGATION AND DISCIPLINARY ACTIONS
Litigation

During the Track Record Period and up to the Latest Practicable Date, save as set out
below, Yu Ming had not been involved in any litigation, arbitration or other claims which
would have a material adverse impact on the operations or financial position of Yu Ming.

Sandmartin International Holdings Limited (“Sandmartin”), a company whose shares
are listed on the Main Board (stock code: 482), announced on 22 December 2016 that it had
received a writ of summons filed by Zhi, Charles as the plaintiff against (i) Mr. Hung Tsung
Chin (an executive director and chairman of Sandmartin); (ii) Ms. Chen Mei Huei (an
executive director and chief executive officer of Sandmartin); (iii) Liao Wen I (an executive
director of Sandmartin); (iv) Frank Karl-Heinz Fischer (an executive director of
Sandmartin); (v) Chen Wei Chun (an executive director of Sandmartin); (vi) Yu Ming and
(vii) Sandmartin as defendants, under High Court Action No. HCA3346/2016. In the writ,
the plaintiff claimed for (i) a declaration that all defendants have committed an offence
under Part XV of the SFO which requires directors, chief executives and substantial
shareholders to disclose their interests in the shares and debentures of Sandmartin, (ii) a
declaration that the said directors have breached their fiduciary duties to Sandmartin, (iii) a
declaration that Yu Ming willfully and knowingly advised Sandmartin to hide critical
information about the connected parties relationship on proposed open offer and specific
mandate announced by Sandmartin on 24 October 2016, (iv) an order for clarification
announcement that the Stock Exchange was not oppressive but not ruled based, and (v) an
order for Sandmartin to exert its power under Section 329 of SFO to investigate the holders
of interests in its shares and debentures.

L & A International Holdings Limited (“L & A”), a company whose shares are listed
on GEM (stock code: 8195) announced on 23 December 2016 that it had received a writ of
summons dated 16 December 2016 filed by Lim Hang Young as plaintiff against (i) the
Stock Exchange; (ii) Yu Ming; and (iii) L & A as defendants under High Court Action
No.HCA3325/2016. Pursuant to the claims generally endorsed on the writ, the plaintiff
sought, inter alia, (i) a declaration against the Stock Exchange that the Stock Exchange has
acted in bad faith in the vetting of the share subscription during the general offer period, (ii)
an order against the Stock Exchange to rescind all listing approvals, (iii) a declaration
against Yu Ming that Yu Ming purposefully ill advised L. & A to break various Listing
Rules, including assisting L. & A in its multi-layer marketing scheme and (iv) an order
against L & A to apply for self-delisting.

L & A further announced on 6 January 2017 that it had received a writ of summons
dated 3 January 2017 filed by Kim Sungho as plaintiff against (i) Strong Light Investments
Limited, a substantial shareholder of L & A; (ii) FP Sino-Rich Securities & Futures Limited
(“FP”); (iii) Yu Ming; and (iv) L & A as defendants under High Court Action No.HCA 1/
2017. Pursuant to the claims generally endorsed on the writ, the plaintiff sought, inter alia,
for (i) a declaration against Strong Light Investments Limited that it and its parties acting in
concert has accumulated over 30% of the outstanding shares in L & A, thus triggering the
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mandatory general offer, and (ii) a declaration against FP and Yu Ming that FP purposefully
ill advised L & A to break various Listing Rules, including assisting L & A in its
multi-layering marketing scheme.

On 29 September 2017, Sandmartin announced that a consent order was made by the
court to dismiss the proceedings against Sandmartin, Mr. Hung Tsung Chin, Ms. Chen Mei
Huei and Liao Wen 1. On 21 December 2017, L & A announced that, inter alia, High Court
Action No. HCA3325/2016 against L & A was dismissed by the Court on the ground that
the plaintiff failed to file and serve statement of claim on L & A.

As confirmed by Yu Ming, it has not been served with any of the writs mentioned
above. It has been advised by its legal advisors that in such event no litigation has been
commenced against Yu Ming in respect thereof, and that although a plaintiff is entitled to
serve a writ on a defendant within 12 months of the issue of the writ and to apply for
extension of the validity of the writ for a period of not exceeding 12 months from the expiry
date of the writ and to serve the writ within such extended period, the writs have lapsed
since they have not been served within such period. Yu Ming further confirms that it has
not, up to the Latest Practicable Date, received any demand or claim from any of the said
plaintiffs in relation to any of the matters mentioned in the said writs. The directors of Yu
Ming confirmed that there is no basis for the allegations in the writs, and that up to the date
hereof neither Yu Ming nor any of its Responsible Officers has received any enquiries from
the Stock Exchange or the SFC in relation to any of the matters mentioned in the said writs.
The directors of Yu Ming believe that if there is any veracity to any of these claims, Yu
Ming would have been subject to Stock Exchange and/or the SFC in respect of the matters
complained of. As at the Latest Practicable Date, no actions have been taken out by the
authorities against Yu Ming. As such, the Proposed Directors consider that these claims
would have no material adverse impact on Yu Ming’s business, results of operations or
financial condition.

On 8 May 2017 Yu Ming received a writ of summons dated 8 May 2017 filed by China
Health Group Limited (formerly China Healthcare Holdings Limited) as plaintiff against (i)
Yu Ming (the “Action”); (ii) Mr. Jia Hongsheng (E#14:); and (iii) Mr. Zhao Kai (#f2) as
defendants under High Court Action No.HCA1077/2017. Pursuant to the statement of claim
therein, the plaintiff sought, inter alia, against Yu Ming a declaration that the engagement
letter entered into in March 2016 and another engagement letter entered into in May 2016
between the plaintiff and Yu Ming are void and an order that Yu Ming do forthwith pay the
sum of HK$5,300,000, being the fees paid by the plaintiff to Yu Ming under the said
engagement letters, together with interest thereon from 8§ May 2017 at the judgment rate to
the plaintiff. Yu Ming has appointed legal advisor to act for it in relation to the Action. Yu
Ming has on 7 June 2017 taken out an application to the court to strike out the Action on
the ground that it discloses no reasonable cause of action and/or is frivolous or vexatious
and/or is unnecessary and tends to prejudice, embarrass or delay the fair trial of the action
and/or is otherwise an abuse of the process of the court. The hearing for the striking out
application was heard on 19 June 2018 and the application was dismissed. The plaintiff filed
an amended statement of claim (which amendments are principally additional details which
the plaintiff averred support its claims, but no amendments were m