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(I) PROPOSED RIGHTS ISSUE ON THE BASIS OF THREE
(3) RIGHTS SHARES FOR EVERY ONE
(1) SHARE HELD ON THE RECORD DATE;
AND
(IT) PROPOSED CHANGE OF BOARD LOT SIZE
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Capitalised terms used in this cover page shall have the same meanings as those defined in this circular.

A letter from the Board is set out on pages 7 to 30 of this circular and a letter from the Independent Board Committee containing its
recommendation to the Independent Shareholders is set out on page 31 of this circular. A letter from the Independent Financial Adviser
containing its recommendation to the Independent Board Committee and the Independent Shareholders is set out on pages 32 to 60 of this
circular.

A notice convening the EGM of the Company to be held at Portion 2, 12/F, The Center, 99 Queen’s Road Central, Central, Hong Kong on
Tuesday, 1 December 2020 at 11:00 a.m., is set out in this circular. Whether or not you are able to attend the EGM in person, you are
requested to complete and return the enclosed form of proxy in accordance with the instructions printed thereon to the Company’s branch
share registrar in Hong Kong, Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road
East, Wan Chai, Hong Kong, as soon as possible and in any event not less than 48 hours before the time appointed for holding the EGM or
any adjournment thereof. Completion and return of the form of proxy shall not preclude you from attending and voting in person at the
EGM if you so wish and, in such event, the relevant form of proxy shall be deemed to be revoked.

It should be noted that the Shares will be dealt in on an ex-rights basis from Thursday, 3 December 2020. Dealings in the Rights Shares in
their nil-paid form will take place from Wednesday, 16 December 2020 to Wednesday, 23 December 2020 (both days inclusive). If the
conditions of the Rights Issue are not fulfilled or waived (as applicable), the Rights Issue will not proceed. Any persons contemplating
dealings in the Shares prior to the date on which the conditions of the Rights Issue are fulfilled or waived (as applicable), and/or dealings
in the nil-paid Rights Shares, are accordingly subject to the risk that the Rights Issue may not become unconditional or may not proceed.

The Rights Issue will proceed on a non-underwritten basis irrespective of the level of acceptances of the provisionally allotted
Rights Shares and is subject to the fulfilment of conditions. Please refer to the section headed “Conditions of the Rights Issue” in
this circular. Shareholders and potential investors of the Company should note that: (a) if the conditions to the Rights Issue are not
satisfied, the Rights Issue will not proceed; and (b) the Rights Issue will proceed on a non-underwritten basis irrespective of the
level of acceptances of the provisionally allotted Rights Shares. In the event the Rights Issue is not fully subscribed, any Rights
Shares not taken up by the Qualifying Shareholders will be placed to independent Placees under the Compensatory Arrangements.
Any Unsubscribed Rights Shares or ES Unsold Rights Shares remain not placed under the Compensatory Arrangements will not be
issued by the Company and the size of the Rights Issue will be reduced accordingly. There is no minimum amount to be raised
under the Rights Issue. The legal adviser of the Company has confirmed that there are no applicable statutory requirements under
the laws of the Cayman Islands regarding minimum subscription levels in respect of the Rights Issue. Accordingly, the Rights Issue
and the Placing may or may not proceed. Shareholders and potential investors should excise extreme caution when dealing in the
Shares, and if they are in any double about their position, they should consult their professional advisers.
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CHARACTERISTICS OF GEM

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies listed
on the Stock Exchange. Prospective investors should be aware of the potential risks of
investing in such companies and should make the decision to invest only after due and
careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies,
there is a risk that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board of the Stock Exchange and no assurance
is given that there will be a liquid market in the securities traded on GEM.
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EXPECTED TIMETABLE

The expected timetable in respect of the Rights Issue and the Change in Board Lot Size is
set out below:

Event 2020

Latest time for lodging transfers of Shares to qualify for

attendance and voting at the EGM . . ... ... ...... 4:30 p.m. on Tuesday, 24 November

Closure of register of members of the Company for
attending the EGM (both days inclusive) . .............. Wednesday, 25 November to

Tuesday, 1 December

Latest time for lodging forms of proxy for
the purpose of the EGM . . . . .. ... ... ... .. .... 11:00 a.m. on Sunday, 29 November

Record date for determining attendance and

voting at the EGM . . . . . . ... . .. Tuesday, 1 December
Expected date and time of the EGM ... ........ .. 11:00 a.m. on Tuesday, 1 December
Announcement of poll results of the EGM . . . ... ... ... .. ... .. Tuesday, 1 December
Last day of dealings in Shares on a cum-rights basis . . . . ... ... .. Wednesday, 2 December
First day of dealings in Shares on an ex-rights basis . . . ... ... ..... Thursday, 3 December

Latest time for lodging transfers of Shares in order to

qualify for the Rights Issue . . . . .. ... ... ... ...... 4:30 p.m. on Friday, 4 December

Closure of the register of members of the Company
for the Rights Issue (both dates inclusive) . .. .............. Monday, 7 December to
Friday, 11 December

Record Date for determining entitlements to the Rights Issue . .. ... ... Friday, 11 December
Register of members of the Company re-opens . . ... ............ Monday, 14 December

Prospectus Documents expected to be despatched . . . . . ... ... ..... Monday, 14 December
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EXPECTED TIMETABLE

Event 2020
First day of dealings in Nil Paid Rights Shares . ... .. 9:00 a.m. on Wednesday, 16 December
Latest time for splitting of the Nil Paid Rights Shares . . . . . 4:30 p.m. on Friday, 18 December
Last day of dealings in Nil Paid Rights Shares . ... .. 4:00 p.m. on Wednesday, 23 December
Latest time of acceptance of and payment for the Rights Shares . . . . . ... ... .. 4:00 p.m. on

Wednesday, 30 December

Announcement of the number of the Unsubscribed Rights Shares
and ES Unsold Rights Shares subject to

the Compensatory Arrangements . . . . . . .. . ... ... .. Thursday, 31 December
2021

Commencement of placing of Unsubscribed Rights Shares
and ES Unsold Rights Shares by the Placing Agent . . . . .. ... ...... Monday, 4 January

Latest time of placing of the Unsubscribed Rights Shares and
ES Unsold Rights Shares by the Placing Agent . ... ... .. 6:00 p.m. on Friday, 8 January

Announcement of the results of Rights Issue (including results of
the placing of Unsubscribed Rights Shares and
the ES Unsold Rights Shares and the amount of
the Net Gain per Unsubscribed Rights Share and
the ES Unsold Rights Shares under the Compensatory
Arrangements) to be posted on the Stock Exchange’s website

and the Company’s website . . . . ... ... ... ... .. ... ... Monday, 11 January

Refund cheques, if any, to be despatched (if the Rights Issue

does not proceed) . . . . . ... e Friday, 15 January
Certificates for fully paid Rights Shares to be despatched . ... ........ Friday, 15 January
Expected commencement of dealings in fully-paid Rights Shares . . ... ... .. .. 9:00 a.m. on

Monday, 18 January

Designated broker starts to stand in the market to provide

matching services for odd lots of Shares . .. ... .. ... ......... Monday, 18 January

_iV_



EXPECTED TIMETABLE

Event 2021

Effective date of the Change in Board Lot Size
from 10,000 Shares to 30,000 Shares . . . ... ......... 9:00 a.m. on Monday, 18 January

Last day for the designated broker to provide for odd lot matching . . . . . . Monday, 8 February

Payment of the Net Gain to relevant No Action Shareholders

(if any) or Excluded Shareholders (if any) . ... .. ... ... ....... Tuesday, 9 February

All times and dates in this circular refer to Hong Kong local times and dates. Dates or
deadlines specified in the expected timetable above or in other parts of this circular are indicative
only and may be extended or varied by the Company. Any changes to the expected timetable will

be published or notified to the Shareholders and the Stock Exchange as and when appropriate.

EFFECT OF BAD WEATHER AND/OR EXTREME CONDITIONS ON THE LATEST
TIME FOR ACCEPTANCE OF AND PAYMENT FOR THE RIGHTS SHARES

The latest time for acceptance of and payment for the Rights Shares will not take place if

there is a tropical cyclone warning signal no. 8 or above, or a “black’ rainstorm warning:

(i) in force in Hong Kong at any local time before 12:00 noon and no longer in force
after 12:00 noon on Wednesday, 30 December 2020. Instead the latest time for
acceptance of and payment for the Rights Shares will be extended to 5:00 p.m. on the
same Business Day; or

(ii) in force in Hong Kong at any local time between 12:00 noon and 4:00 p.m. on
Wednesday, 30 December 2020. Instead the latest time for acceptance of and payment
for the Rights Shares will be rescheduled to 4:00 p.m. on the following Business Day
which does not have either of those warnings in force in Hong Kong at any time
between 9:00 a.m. and 4:00 p.m.

If the Latest Time for Acceptance does not take place on the currently scheduled date, the
dates mentioned in the “EXPECTED TIMETABLE” above may be affected. An announcement
will be made by the Company in such event as soon as practicable.



PRECAUTIONARY MEASURES FOR THE EGM

In light of the COVID-19 pandemic, and to better protect the safety and health of the
Shareholders and other participants attending the EGM, the Company will implement the
following precautionary measures at the venue of the EGM (the “Venue”):

1. compulsory body temperature checks will be conducted on all persons attending the
EGM at the waiting area outside the Venue before they are admitted to the Venue.
Any person with a body temperature of over 37.3 degree celsius, or who has any flu-

like symptoms, or is otherwise apparently unwell will not be admitted to the Venue;

2. all attendees must wear face masks at all times inside the Venue or at the waiting area
outside the Venue;

3.  all attendees of the EGM are required to fill in a travel and health declaration form to
confirm that (i) he/she has no flu-like symptoms within 7 days immediately before the
EGM; and (ii) within 14 days immediately before the EGM: (a) he/she has not
travelled outside of Hong Kong; (b) he/she is/was not under compulsory quarantine or
medical surveillance order by the Department of Health of Hong Kong; (c) he/she has
not had/has close contact with confirmed case(s) and/or probable case(s) of COVID-
19 patient(s); and (d) he/she does/did not live with any person under home quarantine.
Any person who fails to provide the required confirmation may be requested to leave

or denied entry into the Venue;

4.  seating at the Venue will be arranged in a manner to allow for appropriate social
distancing. As a result, there may be limited capacity for Shareholders to attend the
EGM. The Company may limit the number of attendees at the EGM as may be
necessary to avoid over-crowding;

5. any attendee who does not follow any of the abovementioned measures will be refused
admission to the Venue or requested to leave the Venue;

6. no refreshments or drinks will be served at the EGM to avoid close contact of

attendees; and

7. all attendees are recommended to clean their hands with alcohol-based hand sanitizer

before entering the Venue.

Shareholders are reminded that attendance at the EGM in person is not necessary for the
purpose of exercising voting rights. The Shareholders may choose to vote by filling in and
submitting the relevant proxy form of the EGM, and appoint the chairman of the meeting as a
proxy to vote on relevant resolutions at the EGM as instructed in accordance with the relevant
proxy form instead of attending the EGM in person. For details, please refer to the proxy form of
the EGM.

The Company will keep monitoring the evolving COVID-19 situation and may implement
additional measures which, if any, will be announced closer to the date of the EGM.
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DEFINITIONS

In this circular, unless the context otherwise requires, the following terms shall have the

following meanings:

“Announcement”

“associates”

“Board”

“Business Day(s)”

“CCASS”

“Chang in Board Lot Size”

“Companies (WUMP) Ordinance”

“Company”

“Compensatory Arrangements”

the announcement of the Company dated 18 September
2020 in relation to, among other things, the Rights Issue
and the Change in Board Lot Size

has the meaning ascribed to it under the GEM Listing
Rules

the board of Directors

a day (excluding Saturday and Sunday and any day on
which “extreme conditions” caused by super typhoons is
announced by the Government of Hong Kong or a tropical
cyclone warning signal no. 8 or above is hoisted or
remains hoisted between 9:00 a.m. and 12:00 noon and is
not lowered at or before 12:00 noon or on which a
“black™ rainstorm warning is hoisted or remains in effect
between 9:00 a.m. and 12:00 noon and is not discontinued
at or before 12:00 noon) on which licensed banks in Hong

Kong are open for general business

The Central Clearing and Settlement System established
and operated by HKSCC

the proposed change in board lot size of the Shares for
trading on the Stock Exchange from 10,000 Shares to
30,000 Shares, subject to the completion of the Rights
Issue

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

Wan Cheng Metal Packaging Company Limited ( £ ¥4 J&
HAEABR/ATF]), a company incorporated in the Cayman
Islands with limited liability, the shares of which are listed
on GEM

placing of the Unsubscribed Rights Shares and the ES
Unsold Rights Shares by the Placing Agent on a best effort

basis pursuant to the Placing Agreement



DEFINITIONS

“connected person(s)”’

“controlling Shareholder(s)”

“COVID-19~

“Director(s)”

“EGM”

“ES Unsold Rights Share(s)”

“Excluded Shareholder(s)”

“Fortune Time”

“GEM”

“GEM Listing Rules”
“Group”

“HKSCC”

“HK$”

“Hong Kong”

has the meaning ascribed to it under the GEM Listing
Rules

has the meaning ascribed to it under the GEM Listing
Rules

novel coronavirus (COVID-19), a coronavirus identified as

the cause of an outbreak of respiratory illness
the director(s) of the Company

an extraordinary general meeting of the Company to be
held and convened to consider and approve the Rights

Issue and the transactions contemplated thereunder

the Rights Share(s) which would otherwise has/have been
provisionally allotted to the Excluded Shareholder(s) in
nil-paid form that has/have not been sold by the Company

those Overseas Shareholder(s) whom the Directors, after
making enquiries, consider it necessary or expedient not to
offer the Rights Shares to such Shareholder(s) on account
either of legal restrictions under the laws of the relevant
place or the requirements of the relevant regulatory body

or stock exchange in that place

Fortune Time Enterprises Limited, a limited liability

company incorporated in the British Virgin Islands
GEM of the Stock Exchange

the Rules Governing the Listing of Securities on GEM
the Company and its subsidiaries

Hong Kong Securities Clearing Company Limited
Hong Kong dollar, the lawful currency of Hong Kong

the Hong Kong special Administrative Region of the PRC



DEFINITIONS

“Independent Board Committee’

“Independent Financial Adviser’

or “Astrum Capital”

“Independent Shareholder(s)”

“Independent Third Party(ies)”

“Last Trading Day”

“Latest Practicable Date”

“Latest Time for Acceptance”

“Nil Paid Rights”

“Net Gain”

s

bl

an independent board committee of the Company
comprising all the independent non-executive Directors,
which has been established under the GEM Listing Rules
to advise the Independent Shareholders in respect of the

Rights Issue and the transactions contemplated thereunder

Astrum Capital Management Limited, a corporation
licensed to carry out type 1 (dealing in securities), type 2
(dealing in futures contracts), type 6 (advising on
corporate finance) and type 9 (asset management)
regulated activities under the SFO, being the independent
financial adviser of the Company appointed to advise the
Independent Board Committee and the Independent
Shareholders in relation to the Rights Issue and the

transactions contemplated thereunder

any Shareholder(s) who are not required to abstain from
voting at the EGM under the GEM Listing Rules

third party(ies) independent of the Company and any
connected person(s) of the Company and not a connected

person of the Company

18 September 2020, being the last full trading day of the

Shares before the release of the Announcement

5 November 2020, being the latest practicable date before
the printing of this circular for the purpose of ascertaining
certain information contained herein

4:00 p.m. on Wednesday, 30 December 2020, being the
latest time for acceptance of the offer of and payment for
the Rights Shares

rights to subscribe for Rights Shares before the
Subscription Price is paid

any premiums paid by the Placees over the Subscription
Price for the Unsubscribed Rights Shares and the ES
Unsold Rights Shares placed by the Placing Agent under
the Compensatory Arrangements



DEFINITIONS

“No Action Shareholder(s)”

“Optionholder’s Undertaking(s)”

“Overseas Shareholder(s)”

“PAL(S)”

“Placee(s)”

“Placing Agent”

“Placing Agreement”

Qualifying Shareholders or their renouncees who do not
subscribe for the Rights Shares (whether partially or fully)
under the PAL(s), or such persons who hold any Nil Paid
Rights at the time such Nil Paid Rights lapse

the undertaking(s) by the holders of the Share Options,
whereby each of such Share Option holders irrevocably
undertake, represent and warrant to the Company that he/
she will not exercise such Share Options held by him/her
for the period from the date of such undertaking to the
Record Date

the Shareholder(s) (whose names appears on the register of
members of the Company at the close of business on the
Record Date) with registered address(es) outside Hong
Kong

the provisional allotment letter(s) to be issued to the
Qualifying Shareholders in connection with the Rights
Issue

any individuals, corporate, institutional investor(s) or other
investor(s), who and whose ultimate beneficial owner(s)
shall not be the Shareholder(s) and shall be the
Independent Third Party(ies), procured by the Placing
Agent and/or its sub-placing agent(s), who and whose
ultimate beneficial owners shall not be the Shareholder(s)
and shall be the Independent Third Party(ies), to subscribe
for any of the Unsubscribed Rights Shares and the ES
Unsold Rights Shares pursuant to the Placing Agreement

Sorrento Securities Limited, a licensed corporation to carry
out Type 1 (dealing in securities) and Type 4 (advising on
securities) regulated activities under the SFO, being the
placing agent appointed by the Company to place any
Unsubscribed Rights Shares and the ES Unsold Rights
Shares under the Compensatory Arrangements

conditional placing agreement dated 18 September 2020
entered into between the Company and the Placing Agent
in relation to the placing of Unsubscribed Rights Shares
and the ES Unsold Rights Shares to the Placee(s) on a best
effort basis (as amended and supplemented by a
supplemental placing agreement dated 16 October 2020)



DEFINITIONS

“Placing Arrangement”

“PRC”

“Prospectus”

“Prospectus Documents”

“Prospectus Posting Date”

“Qualifying Shareholder(s)”

“Record Date”

“Registrar”
“RMB 2

“Rights Issue”

“Rights Share(s)”

the placing arrangement for the Unsubscribed Rights
Shares and the ES Unsold Rights Shares as described in
the section headed “The Placing Agreement” in this

circular

the People’s Republic of China, and for the purpose of this
circular, excludes Hong Kong, the Macau Special

Administrative Region of the PRC and Taiwan

the prospectus to be issued to the Shareholders containing,

among other things, details of the Rights Issues

the Prospectus and the PAL and any supplementary
prospectus or supplementary provisional allotment letter

(if required)

14 December 2020 or such other date as the Company may
determine, being the date on which the Prospectus
Documents are posted to the Qualifying Shareholders

Shareholder(s), other than the Excluded Shareholder(s),
whose name(s) appear(s) on the register of members of the

Company at the close of business on the Record Date

Friday, 11 December 2020 or such other date as may be
determined by the Company, being the date by reference to
which the Shareholders’ entitlements to the Rights Issue

are to be determined
Computershare Hong Kong Investor Services Limited
Renminbi, the lawful currency of the PRC

the proposed issue of the Rights Shares by way of rights
on the basis of three (3) Rights Shares for every one (1)
Share held by the Qualifying Shareholders on the Record
Date at the Subscription Price pursuant to the Prospectus

Documents

up to 240,000,000 new Shares (assuming no change in the
number of Shares in issue on or before the Record Date)



DEFINITIONS

“SFO”

“Share(s)”

“Share Options”

s

“Share Option Scheme’

“Shareholder(s)”
“Stock Exchange”

“Subscription Price”

“Substantial Shareholder(s)”

“Takeovers Code”

“Unsubscribed Rights Shares”

“%’7

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong)

the ordinary share(s) of HK$0.05 each in the share capital
of the Company

16,000,000 outstanding options granted under the Share
Option Scheme

the share option scheme of the Company adopted on
23 June 2017

holder(s) of the Share(s)
The Stock Exchange of Hong Kong Limited

the subscription price of HK$0.10 per Rights Share under
the Rights Issue

has the meaning ascribed to it under the GEM Listing
Rules

the Hong Kong Code on Takeovers and Mergers

the Rights Shares that are not subscribed by the Qualifying
Shareholders

per cent.

For the purpose of this circular, the translation of RMB into HK$ is based on the rate of

approximately RMB$1.0:HK$1.1. The above conversion rates are for illustrative purpose only

and do not constitute a representation that any amounts have been, could have been, or may be

exchanged at the aforesaid or any other rates or at all.



LETTER FROM THE BOARD
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10 November 2020

To: the Qualifying Shareholders and,
for information purpose only, the Excluded Shareholders

Dear Sir or Madam,

(I) PROPOSED RIGHTS ISSUE ON THE BASIS OF THREE
(3) RIGHTS SHARES FOR EVERY ONE
(1) SHARE HELD ON THE RECORD DATE;
AND
(II) PROPOSED CHANGE OF BOARD LOT SIZE

INTRODUCTION

Reference is made to the Announcement, in relation to, among other matters, the Rights
Issue and Change in Board Lot Size. On 18 September 2020, the Company proposed to raise up
to approximately HK$24.0 million before expenses by way of a rights issue of 240,000,000
Rights Shares at the Subscription Price of HK$0.10 each and on the basis of three (3) Rights
Shares for every one (1) Share held by the Qualifying Shareholders on the Record Date
(assuming no change in the issued share capital of the Company on or before the Record Date).
The Rights Issue is not underwritten and will not be extended to the Excluded Shareholder(s) (if
any).



LETTER FROM THE BOARD

The purpose of this circular is to provide you with, among others, further details on the
Rights Issue and Change in Board Lot Size, certain financial information and other general
information on the Group.

PROPOSED RIGHTS ISSUE

The Company proposes to raise up to approximately HK$24.0 million before expenses by
way of a rights issue of 240,000,000 Rights Shares at the Subscription Price of HK$0.10 each
and on the basis of three (3) Rights Shares for every one (1) Share held by the Qualifying
Shareholders on the Record Date (assuming no change in the issued share capital of the Company

on or before the Record Date).

Further details of the Rights Issue are set out below:

Issue statistic

Basis of Rights Issue:

Subscription Price:

Number of Shares in issue as at
the Latest Practicable Date:

Number of Right Shares:

Aggregate nominal value of the
Right Shares:

Number of issued shares of the
Company upon completion of
the Rights Issue:

Maximum funds raised before

expenses:

Three (3) Rights Shares for every one (1) Share held on
the Record Date

HK$0.10 per Right Share

80,000,000 Shares

Up to 240,000,000 Rights Share (assuming no change in
the issued share capital of the Company on or before
the Record Date)

Up to HK$12,000,000 (assuming no change in the
issued share capital of the Company on or before the
Record Date)

Up to 320,000,000 Share (assuming no change in the
issued share capital of the Company on or before the
Record Date other than the Rights Shares)

Up to approximately HK$24.0 million (assuming no
change in the issued share capital of the Company on or
before the Record Date and all the Rights Shares will be
taken up)



LETTER FROM THE BOARD

As at the Latest Practicable Date, there were 16,000,000 outstanding Share Options granted
by the Company exercisable into 16,000,000 Shares. Save for the aforesaid, the Group had no
outstanding debt securities, derivatives, options, warrants, convertible securities or other similar
securities which are convertible or exchangeable into Shares as at the Latest Practicable Date.
The Company has no intention to issue or grant any Shares, convertible securities, warranties

and/or options on or before the Record Date.

Assuming no change in the issued share capital of the Company on or before the Record
Date (other than the Rights Shares will be allotted and issued on or before completion of the
Rights Issue), the 240,000,000 Rights Shares proposed to be issued pursuant to the terms of the
Rights Issue represent: (i) approximately 300% of the existing issued share capital of the
Company as at the Latest Practicable Date; and (ii) approximately 75% of the issued share
capital of the Company as enlarged by the allotment and issue of the Rights Shares (assuming all
the Rights Shares will be taken up).

Non-underwritten basis

The Rights Issue will proceed on a non-underwritten basis irrespective of the level of
acceptances of the provisionally allotted Rights Shares. In the event the Rights Issue is not fully
subscribed, any Rights Shares not taken up by the Qualifying Shareholders will be placed to
independent Placees under the Compensatory Arrangements. Any Unsubscribed Rights Shares or
ES Unsold Rights Shares remain not placed under the Compensatory Arrangements will not be
issued by the Company and the size of the Rights Issue will be reduced accordingly. There is no
minimum amount to be raised under the Rights Issue. The legal adviser of the Company has
confirmed that there are no applicable statutory requirements under the laws of the Cayman
Islands regarding minimum subscription levels in respect of the Rights Issue.

As the Rights Issue will proceed on a non-underwritten basis, the Shareholder who applies
to take up all or part of his/her/its entitlement under the PAL(s) may unwittingly incur an
obligation to make a general offer for the Shares and Share Options under the Takeovers Code.
Accordingly, the Rights Issue will be made on terms that the Company will provide for the
Shareholders to apply on the basis that if the Rights Shares are not fully taken up, the application
of any Shareholder (except for HKSCC Nominees Limited) for his/her/its assured entitlement
under the Rights Issue will be scaled down to a level which does not trigger an obligation on part
of the relevant Shareholder to make a general offer under the Takeovers Code in accordance to
the note to Rule 10.26(2) of the GEM Listing Rules.

The Optionholder’s Undertakings

As at the Latest Practicable Date, each of the holders of the Share Options (including
Mr. Wang Yun and Mr. Zou Yonggang, the executive Directors, Ms. Ha Yee Lan Elaine, the
independent non-executive Director, and employees and consultants of the Company) has signed
an Optionholder’s Undertaking not to exercise the Share Options granted to him/her on or before
the Record Date.



LETTER FROM THE BOARD

Save for the Optionholder’s Undertakings, the Company has not received any information

or irrevocable undertaking from any Substantial Shareholder of the Company of their intention in

relation to the Rights Shares to be allotted to them under the Rights Issue as at the Latest

Practicable Date.

Subscription Price

The Subscription Price of HK$0.10 per Rights Share is payable in full when a Qualifying

Shareholder accepts the relevant provisional allotment of Rights Shares or when a transferee of

nil-paid Rights Shares accepts the provisional allotment of the relevant Rights Shares.

The Subscription Price represents:

()

(i1)

(iii)

(iv)

(v)

(vi)

a discount of approximately 21.3% to the closing price of HK$0.127 per Share as
quoted on the Stock Exchange on the Latest Practicable Date;

a discount of approximately 19.4% to the closing price of HK$0.124 per Share as
quoted on the Stock Exchange on the Last Trading Day;

a discount of approximately 18.0% to the average of the closing prices of Shares for
the five consecutive trading days ended on the Last Trading Day of approximately
HK$0.122 per Share;

a discount of approximately 18.0% to the average of the closing prices of Shares for
the ten consecutive trading days ended on the Last Trading Day of approximately
HK$0.122 per Share;

a discount of approximately 5.7% to the theoretical ex-rights price of approximately
HK$0.106 per Share based on the closing price per Share of HK$0.124 as quoted on
the Stock Exchange on the Last Trading Day; and

a discount of approximately 89.6% to the unaudited consolidated net asset value per
Share of approximately HK$0.963 (based on the latest published consolidated net
asset value of the Group of approximately RMB70.00 million (equivalent to
HK$77.00 million) as at 30 June 2020 as disclosed in the interim report of the
Company for the six months ended 30 June 2020 and 80,000,000 Shares in issue as at
the Last Trading Day).

The Board has observed the deep discount mentioned in (vi) above. Nevertheless, taking

into account the fact that the Shares were traded at a discount to the net asset value per Share

over the 12-month period up to and including the Last Trading Day ranging from approximately

35.6% to 87.4%, with an average of approximately 69.1%, the Board is of the view that the net

asset value per Share may not be a meaningful reference to determine the Subscription Price.
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The Subscription Price was determined with reference to, among other things, (i) the recent
market prices of the Shares since 19 August 2020 and up to the Last Trading Day, the average of
which was approximately HK$0.120 per Share; (ii) the current market conditions including,
among others, the prevailing global economic condition and the outbreak of COVID-19; (iii) the
discount with reference to the recent rights issue announced by companies listed on the Stock
Exchange since 19 August 2020 and up to the Last Trading Day; and (iv) the amount of funds
the Company intends to raise under the Rights Issue as discussed in the section headed
“REASONS FOR THE RIGHTS ISSUE AND THE USE OF PROCEEDS”.

The Directors (excluding the members of the Independent Board Committee whose opinion
is set forth in the Letter from Independent Board Committee in this circular) consider that the
terms of the Rights Issue, including the Subscription Price, are fair and reasonable and in the
interests of the Company and the Shareholders as a whole. The net price per Rights Share is
estimated to be approximately HK$0.095, if fully subscribed.

Basis of provisional allotment

The basis of the provisional allotment shall be three (3) Rights Shares for every one (1)
Share held by the Qualifying Shareholder as at the close of business on the Record Date.

The PAL relating to the Rights Shares will be enclosed with the Prospectus entitling the
Qualifying Shareholders to whom it is addressed to subscribe for the Rights Shares as shown
therein. Application for all or any part of a Qualifying Shareholder’s provisional allotment should
be made by completing a PAL and lodging the same with a remittance for the Rights Shares
being applied for with the Registrar on or before the Latest Time for Acceptance.

Qualifying Shareholders

The Rights Issue is only available to the Qualifying Shareholders. To qualify for the Rights
Issue, a Shareholder must be registered as a member of the Company and not be an Excluded
Shareholder on the Record Date.

In order to be registered as a member of the Company on the Record Date, a Shareholder
must lodge the relevant transfer(s) of Share(s) (with the relevant share certificates) with the
Registrar at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai,
Hong Kong by 4:30 p.m. on Friday, 4 December 2020.

The last day of dealings in the Shares on a cum-rights basis is Wednesday, 2 December
2020. The Shares will be dealt with on an ex-rights basis from Thursday, 3 December 2020.

Shareholders with their Shares held by a nominee (or held in CCASS) should note that the
Board will consider the nominee (including HKSCC Nominees Limited) as one single

Shareholder according to the register of members of the Company.
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Shareholders with their Shares held by a nominee (or held in CCASS) are advised to
consider whether they would like to arrange for the registration of the relevant Shares in their
own names prior to the Record Date. For investors whose Shares are held by a nominee (or held
in CCASS) and would like to have their names registered on the register of members of the
Company, they must lodge all necessary documents with the Registrar at Shops 1712-1716, 17th
Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong Kong for registration no later
than 4:30 p.m. on Friday, 4 December 2020.

Qualifying Shareholders who take up their pro-rata entitlement in full will not suffer any
dilution to their interests in the Company. If a Qualifying Shareholder does not take up any of
his/her/its entitlement in full under the Rights Issue, his/her/its proportionate shareholding
in the Company will be diluted.

Rights of Overseas Shareholders (if any)

As at the Latest Practicable Date, there is no Shareholder with registered address (as shown

on the register of member of the Company) which is outside Hong Kong.

The Prospectus Documents will not be registered or filed under the applicable securities
legislation of any jurisdiction other than Hong Kong. Overseas Shareholders may not be eligible

to take part in the Rights Issue as explained below.

Pursuant to Rule 17.41(1) of the GEM Listing Rules, the Directors will make enquiries
regarding the feasibility of extending the Rights Issue to the Overseas Shareholder(s) under the
laws of the relevant overseas jurisdictions and the requirements of the relevant regulatory bodies
or stock exchanges. If, after making such enquiries, the Directors are of the opinion that it would
be necessary or expedient 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 that place
to exclude such Overseas Shareholder(s) from the Rights Issue, no Rights Shares (whether in nil-
paid or fully-paid form) will be offered to such Overseas Shareholder(s). In such circumstances,
the Rights Issue will not be extended to the Excluded Shareholder(s). The basis for excluding the
Excluded Shareholders, if any, from the Rights Issue will be set out in the Prospectus. The
Company will send the Prospectus to the Excluded Shareholders (if any) for their information
only but will not send any PAL to them.

Arrangements will be made for the Rights Shares, which would otherwise have been
provisionally allotted to the Excluded Shareholders in their nil-paid form, to be sold in the
market as soon as practicable after dealings in the nil-paid Rights Shares commence, and in any
event before the last day for dealings in nil-paid Rights Shares if a premium (net of expenses)
can be obtained. Proceeds of each sale, less expenses and stamp duty, of not less than HK$100
will be paid pro-rata (rounded down to the nearest cent) to the relevant Excluded Shareholder(s)
in Hong Kong dollars. In view of administrative costs, the Company will retain individual

amounts of less than HK$100 for its own benefit.

— 12 -



LETTER FROM THE BOARD

Any ES Unsold Rights Shares, which would otherwise have been provisionally allotted to
the Excluded Shareholders in nil-paid form, will be placed by the Placing Agent at the price at
least equal to the Subscription Price under the Placing Arrangement together with the
Unsubscribed Rights Shares. Any Unsubscribed Rights Shares and the ES Unsold Rights Shares
remain not placed after completion of the Placing Arrangement will not be issued by the
Company and the size of the Rights Issue will be reduced accordingly. For the nil-paid Rights
Shares that were sold as described above and the buyer of such nil-paid Rights Shares who will
not take up the entitlement, such Unsubscribed Rights Shares will be subject to the
Compensatory Arrangements.

Overseas Shareholders should note that they may or may not be entitled to the Rights Issue.
Accordingly, Overseas Shareholders should exercise caution when dealing in the securities of the
Company.

The Company reserves the right to treat as invalid any acceptance of or applications
for Rights Shares where it believes that such acceptance or application would violate the
applicable securities or other laws or regulations of any territory or jurisdiction.

Accordingly, Excluded Shareholders should exercise caution when dealing in the Shares.
Status of the Rights Shares

The Rights Shares, when allotted, issued and fully paid, will rank pari passu in all respects
with the Shares in issue at the time. Holders of fully-paid Rights Shares will be entitled to
receive all future dividends and distributions which may be declared, made or paid by the
Company after the date of allotment and issue of the Rights Shares. Dealings in the Rights
Shares in both their nil-paid and fully-paid forms will be subject to payment of stamp duty,
Stock Exchange trading fee, transaction levy, investor compensation levy or any other applicable

fees and charges in Hong Kong.
Fractional entitlements to the Rights Shares

On the basis of provisional allotment of three (3) Rights Shares for every one (1) Share
held by the Qualifying Shareholders on the Record Date, no fractional entitlements to the Rights
Shares will arise under the Rights Issue.

Procedures in respect of Unsubscribed Rights Shares and the ES Unsold Rights Shares and
the Compensatory Arrangements

The Company will make arrangements described in Rule 10.31(1)(b) of the GEM Listing
Rule to dispose of the Unsubscribed Rights Shares and the ES Unsold Rights Shares by offering
the Unsubscribed Rights Shares and the ES Unsold Rights Shares to independent Placees for the
benefit of Shareholders to whom they were offered by way of the Rights Issue. There will be no
excess application arrangements in relation to the Rights Issue.
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The Company therefore appointed the Placing Agent to place the Unsubscribed Rights
Shares and the ES Unsold Rights Shares after the Latest Time for Acceptance of the Rights
Shares to be allotted and issued under the Rights Issue to independent Placees on a best effort
basis. Any premium over the Subscription Price for those Rights Shares that is realised will be
paid to the No Action Shareholders and Excluded Shareholders on a pro-rata basis. The Placing
Agent will, on a best effort basis, procure, by not later than 6:00 p.m., on Friday, 8 January
2021, acquirers for all (or as many as possible) of those Unsubscribed Rights Shares and the ES
Unsold Rights Shares if a premium over the Subscription Price and the expenses of procuring
such acquirers (including any related commissions and any other related expenses/fees) can be
obtained. Any Unsubscribed Rights Shares and the ES Unsold Rights Shares remain not placed
after completion of the Placing Arrangement will not be issued by the Company and the size of

the Rights Issue will be reduced accordingly.

Net Gain (if any) will be paid (without interest) on pro-rata basis (on the basis of all
Unsubscribed Rights Shares and ES Unsold Rights Shares) to the No Action Shareholders and the
Excluded Shareholders (but rounded down to the nearest cent) as set out below:

(i) where the nil-paid rights are, at the time they lapse, represented by a PAL, to the
person whose name and address appeared on the PAL (unless that person is covered
by (iii) below);

(i) where the nil-paid rights are, at the time they lapse, registered in the name of HKSCC
Nominees Limited, to the beneficial holders (via their respective CCASS participants)
as the holder of those nil-paid rights in CCASS (unless that person is covered by (iii)
below);

(iii) if the Rights Issue is extended to the Overseas Shareholders and where an entitlement
to the Rights Shares was not taken up by such Overseas Shareholders, to that

Overseas Sharecholders.

It is proposed that Net Gain to any of the No Action Shareholder(s) mentioned in (i) to (iii)
above of HK$100 or more will be paid to them in Hong Kong Dollars only and the Company
will retain individual amounts of less than HK$100 for its own benefit. Shareholders are
reminded that Net Gain may or may not be realised, and accordingly the No Action Shareholders

and the Excluded Shareholders may or may not receive any Net Gain.
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THE PLACING AGREEMENT

On 18 September 2020 (after trading hours), the Company and the Placing Agent entered

into the Placing Agreement (as amended and supplemented by a supplemental placing agreement

dated 16 October 2020), pursuant to which the Placing Agent has conditionally agreed as agent

of the Company (either by itself or through its sub-placing agents) to procure independent

Placees, on a best effort basis, to subscribe for the Unsubscribed Rights Shares and the ES

Unsold Rights Shares. Details of the Placing Arrangement are as follows:

Date:

Parties:

Placing Agent:

Fees and expenses:

Placing price of each of the
Unsubscribed Rights Share
and/or the ES Unsold Rights
Share (as the case may be):

18 September 2020 (after trading hours)
(i) the Company, as issuer; and
(ii) the Placing Agent

Sorrento Securities Limited, appointed as the Placing
Agent to place the Unsubscribed Rights Shares and
the ES Unsold Rights Shares on a best effort basis.

The Placing Agent confirmed that it is independent
of and not connected with the Company and its
connected person and not a connected person of the
Company.

2.5% of the amount which is equal to the placing
price multiplied by the Unsubscribed Rights Shares
and ES Unsold Rights Shares that have been
successfully placed by the Placing Agent pursuant to
the terms of the Placing Agreement and reimbursed
for the expenses in relation to the placing (including
but not limited to legal expenses and other expenses
for placing the Unsubscribed Rights Shares and the
ES Unsold Rights Shares), which the Placing Agent
is authorised to deduct from the payment to be made
by the Placing Agent to the Company at completion.

The placing price of each of the Unsubscribed Rights
Share and/or the ES Unsold Rights Share (as the case
may be) shall be at least equal to the Subscription
Price.

The final price determination is depended on the
demand and market conditions of the Unsubscribed
Rights Shares and the ES Unsold Rights Shares
during the process of placement.
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Placees:

Ranking of the Unsubscribed
Rights Shares and the ES Unsold
Rights Shares:

Termination:

Any individuals, corporate, institutional investor(s)
or other investor(s), who and whose ultimate
beneficial owner(s) shall not be the Shareholder(s)
and shall be the Independent Third Party(ies),
procured by the Placing Agent and/or its sub-placing
agents, who and whose ultimate beneficial owners
shall not be the Shareholder(s) and shall be the
Independent Third Party(ies), to subscribe for any of
the Unsubscribed Rights Shares and the ES Unsold
Rights Shares pursuant to the Placing Agreement.

The Unsubscribed Rights Shares and the ES Unsold
Rights Shares (when placed, allotted, issued and fully
paid) shall rank pari passu in all respects among
themselves and with the Shares then in issue.

The Placing Arrangement shall end on 8 January
2021 or any other date by mutual written agreement

between the Placing Agent and the Company.

The engagement of the Placing Agent may also be
terminated by the Placing Agent in case of force
majeure resulting in the Company and the Placing
Agent being unable to fulfill their respective duties
and responsibilities under the engagement. However,
if during the course of the engagement it has come to
the Placing Agent’s knowledge that there is any
material adverse change in the business and
operational environment in the Company which, in
the sole opinion of the Placing Agent, may make it
inadvisable to continue the engagement, the Placing
Agent shall have the right to terminate the
engagement by written notice to the Company with

immediate effect.
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Conditions Precedent:

Completion:

The obligations of the Placing Agent and the
Company under the Placing Agreement are
conditional upon, among others, the following
conditions (the ‘“Conditions”) being fulfilled (or
being waived by the Placing Agent in writing, if
applicable):

(i) the Listing Committee of the Stock Exchange
granting the approval for the listing of, and the
permission to deal in, the Rights Shares,
including the Unsubscribed Rights Shares
and/or the ES Unsold Rights Shares;

(ii)) none of the representations, warranties or
undertakings contained in the Placing
Agreement being or having become untrue,
inaccurate or misleading in any material respect
at any time before the completion, and no fact
or circumstance having arisen and nothing
having been done or omitted to be done which
would render any of such undertakings,
representations or warranties untrue or
inaccurate in any material respect if it was

repeated as at the time of completion; and

(iii) the Placing Agreement not having been
terminated in accordance with the provisions
thereof. The Placing Agent may, in its absolute
discretion, waive the fulfillment of all or any or
any part of the Conditions (other than those set
out in paragraph (i) above) by notice in writing

to the Company.

Placing completion shall take place at the offices of
the Placing Agent on 11 January 2021 or such other
date as the Company and the Placing Agent may

agree in writing.
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The engagement between the Company and the Placing Agent for the placing of the
Unsubscribed Rights Shares and the ES Unsold Rights Shares was determined after arm’s length
negotiations between the Placing Agent and the Company and is on normal commercial terms
with reference to the market comparables, the existing financial position of the Group, the size of
the Rights Issue, and the current and expected market condition. The Directors consider the terms
of the Placing Arrangement for the Unsubscribed Rights Shares and the ES Unsold Rights Shares

(including the commission payable) are on normal commercial terms.

Given that the Compensatory Arrangements would provide (i) a distribution channel of the
Unsubscribed Rights Shares and the ES Unsold Rights Shares to the Company; and (ii) a
compensatory mechanism for No Action Shareholders and the Excluded Shareholders, the
Directors considers that the Compensatory Arrangements are fair and reasonable and would

provide adequate safeguard to protect the interest of the Company’s minority Shareholders.
Application for listing

The Company will apply to the Listing Committee of the Stock Exchange for the listing of,
and permission to deal in, the Rights Shares in both nil-paid and fully-paid forms to be issued
and allotted pursuant to the Rights Issue. No part of the share capital of the Company is listed or
dealt in or on which listing or permission to deal in is being or is proposed to be sought on any

other stock exchange.

Dealings in the Rights Shares in both their nil-paid and fully-paid forms will be in the new
board lots of 30,000 Rights Shares, which are registered in the register of members of the
Company, will be subject to the payment of stamp duty, Stock Exchange trading fee, transaction

levy or any other applicable fees and charges in Hong Kong.
Rights Shares will be eligible for admission into CCASS

Subject to the granting of the listing of, and permission to deal in, the Rights Shares in both
their nil-paid and fully-paid forms on the Stock Exchange as well as compliance with the stock
admission requirements of HKSCC, the Rights Shares in both their nil-paid and fully-paid forms
will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in CCASS
with effect from the respective commencement dates of dealings in the Rights Shares in both
their nil-paid and fully-paid forms on the Stock Exchange or such other dates 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. Shareholders should seek advice from their licensed securities dealer(s) or
other professional adviser(s) for details of those settlement arrangements and how such

arrangements will affect their rights and interests.
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Stamp duty and other applicable fees

Dealings in the Rights Shares in both their nil-paid and fully-paid forms will be subject to
the payment of stamp duty, Stock Exchange trading fee, SFC transaction levy or any other
applicable fees and charges in Hong Kong.

Taxation

Qualifying Shareholders are recommended to consult their professional advisers if they are
in doubt as to the taxation implications of subscribing for the Rights Shares, or about purchasing,
holding or disposals of, or dealings in or exercising any rights in relation to the Shares or the
Rights Shares, and similarly, the Excluded Shareholders (if any) as regards their receipt of the
net proceeds of sale of the Rights Shares otherwise falling to be issued to them under the Rights
Issue under the laws of jurisdictions in which they are liable to taxation. It is emphasised that
none of the Company, the Directors nor any other parties involved in the Rights Issue accepts
responsibility for any tax effects on, or liabilities of, any person resulting from subscribing for,
purchasing, holding, disposal of, dealings in or exercising any rights in relation to the Shares or
the Rights Shares.

Share certificates and refund cheques for the Rights Issue

Subject to the fulfilment of the conditions of the Rights Issue as set out below, share
certificates for all fully-paid Rights Shares are expected to be posted to those entitled thereto by

ordinary post to their registered address, at their own risks, on or before Friday, 15 January 2021.
Conditions of the Rights Issue
The Rights Issue is conditional upon:

(i) the passing by the Independent Shareholders at the EGM of the necessary
resolution(s) to approve the Rights Issue, the Placing Agreement and the transactions
contemplated thereunder (including but not limited to the allotment and issue of the

Rights Shares) by no later than the Prospectus Posting Date;

(i) the GEM Listing Committee of the Stock Exchange granting or agreeing to grant and
not having withdrawn or revoked the listing of, and permission to deal in, all the
Rights Shares (in their nil-paid and fully-paid forms);

(iii) the delivery to the Stock Exchange and the filing and registration with the Registrar of
Companies in Hong Kong respectively one duly certified copy of each of the
Prospectus and the PALs (and all other documents required to be attached thereto) in
compliance with the Companies (WUMP) Ordinance and the GEM Listing Rules by

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

The Company shall use all reasonable endeavours to procure the fulfilment of all the above
conditions by the respective dates specified above. As at the Latest Practicable Date, none of the

conditions has been satisfied. The above conditions are incapable of being waived.

As the proposed Rights Issue is subject to the above conditions, it may or may not

proceed.
CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Wednesday, 25 November
2020 to Tuesday, 1 December 2020 (both days inclusive) for determining the identity of the
Shareholders entitled to attend and vote at the EGM.

The register of members of the Company will be closed from Monday, 7 December 2020 to
Friday, 11 December 2020 (both dates inclusive) for the purpose of determining entitlements to
the Rights Issue.

No transfer of Shares will be registered during the above book closure periods.
PROPOSED CHANGE IN BOARD LOT SIZE

As at the Latest Practicable Date, the Shares are trading on the Stock Exchange in board lot
of 10,000 Shares. Pursuant to the “Guide on Trading Arrangements for Selected Types of
Corporate Actions” issued by the Hong Kong Exchange and Clearing Limited on 28 November
2008 and updated on 30 August 2019, the expected value per board lot should be greater than
HK$2,000 taking into account the minimum transaction costs for a securities trade. Based on the
theoretical ex-rights price of approximately HK$0.106 per Share (calculated based on the closing
price of HK$0.124 per Share as quoted on the Stock Exchange on the Last Trading Day), the
market value of each existing board lot is approximately HK$1,060.

Therefore, the Board proposes that the board lot size of the Shares for trading on the Stock
Exchange will be changed from 10,000 Shares to 30,000 Shares with effect from 9:00 a.m. on
Monday, 18 January 2021 so that the estimated market value of each proposed new board lot
would be approximately HK$3,180 (based on a theoretical ex-rights price of HK$0.106 per Share
as at the Last Trading Day and assuming no new Shares are issued and no repurchase of Shares
on or before the Record Date) that is higher than HK$2,000. The Change in Board Lot Size will
not result in any change in the relative rights of the Shareholders.
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Based on the above, the Board considers that the Change in Board Lot Size will facilitate
the due compliance with the trading requirements and is beneficial to and in the interest of the
Company and the Shareholders as a whole. As the estimated market value of each proposed new
board lot upon the Change in Board Lot Size becoming effective will be higher than the market
value of each existing board lot of the existing Shares, the transaction cost as a proportion of the
market value of each board lot will be lower, which in return enhance the liquidity of the Shares,
attract more investors and extend the base of the Shareholders. The Board has considered other
different ratios for the board lot size but believes that the Change in Board Lot Size is more
appropriate as any further increase in the board lot size may result in negative pressure to the
liquidity of the Shares and the shareholder base of the Company.

In addition, the implementation of the Change in Board Lot Size will have no material
effect on the consolidated net asset value of the Group, nor will it alter the underlying assets,
business, operations, management or financial position of the Company or the interests of the
Shareholders.

Having considered the reasons and the benefits set out above, the Board is of the opinion
that the Change in Board Lot Size is in the best interests of the Company and the Shareholders as

a whole.

All existing share certificates in board lot of 10,000 Shares will continue to be good
evidence of legal title to the Shares and be valid for delivery, transfer, trading and settlement
purposes. No new share certificates for existing Shareholders will be issued as a result of the
Change in Board Lot Size, and therefore no arrangement for free exchange of existing share
certificates in board lot size of 10,000 Shares to new share certificates in board lot size of 30,000
Shares is necessary.

The proposed Change in Board Lot Size is conditional upon the Rights Issue becoming

unconditional in all respects and that the Rights Issue is completed.
ARRANGEMENT ON ODD LOT TRADING

In order to facilitate the trading of odd lots (if any), the Company will arrange odd lot
matching services during Monday, 18 January 2021 to Monday, 8 February 2021 (both dates
inclusive). Shareholders should note that matching of the sale and purchase of odd lots of the
Shares is on a best effort basis and successful matching of the sale and purchase of such odd lots
is not guaranteed. Further details in respect of the odd lots arrangement will be set out in the

Prospectus to be despatched by the Company in relation to the Rights Issue.
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SHAREHOLDING STRUCTURES

Set out below is the shareholding structure of the Company, assuming there is no change in
the issued share capital of the Company before completion of the Rights Issue other than the
allotment and issue of the Rights Shares pursuant to the Rights Issue, (i) as at the Latest
Practicable Date; (ii) immediately upon completion of the Rights Issue assuming full acceptance
of the Rights Shares by the existing Shareholders; (iii) immediately upon completion of the
Rights Issue assuming nil acceptance of the Rights Shares by the Qualifying Shareholders and
none of Unsubscribed Rights Shares and ES Unsold Rights Shares have been placed by the
Placing Agent; and (iv) immediately upon completion of the Rights Issue assuming nil
acceptance of the Rights Shares by the Qualifying Shareholders and all Unsubscribed Rights
Shares and ES Unsold Rights Shares have been placed by the Placing Agent:

Immediately upon
completion of the Rights
Issue assuming full
acceptance of the Rights

Immediately upon
completion of the Rights
Issue assuming nil
acceptance of the Rights
Shares by the Qualifying
Shareholders and none
of Unsubscribed Rights
Shares and ES Unsold
Rights Shares have been

Immediately upon
completion of the Rights
Issue assuming nil
acceptance of the Rights
Shares by the Qualifying
Shareholders and all
Unsubscribed Rights
Shares and ES Unsold
Rights Shares have been

As at the Shares by the existing placed by the Placing placed by the Placing
Latest Practicable Date Shareholders Agent Agent
Number of Number of Number of Number of
Shares % Shares % Shares % Shares %

Controlling Shareholder
Fortune Time 24,975,000 31.22% 99,900,000 31.22% 24,975,000 31.22% 24,975,000 7.80%
Public
Independent Placees (Note 2) - 0.00% - 0.00% - 0.00% 240,000,000 75.00%
Other public Shareholders 55,025,000 68.78% 220,100,000 68.78% 55,025,000 68.78% 55,025,000 17.20%

80,000,000 100.00% 320,000,000 100.00% 80,000,000 100.00% 320,000,000 100.00%
Notes:
1. The above percentage figures are subject to rounding adjustments. Accordingly, figures shown as total may

not be an arithmetic aggregation of the figures preceding it.

2. This scenario is for illustrative purpose only. The Rights Issue will be made on terms that the Company will

provide for the Shareholders to apply on the basis that if the Rights Shares are not fully taken up, the

application of any Shareholder (except for HKSCC Nominees Limited) for his/her/its assured entitlement

under the Rights Issue will be scaled down to a level which does not trigger an obligation on part of the

relevant Shareholder to make a general offer under the Takeovers Code in accordance to the note to Rule
10.26(2) of the GEM Listing Rules.
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Pursuant to the Placing Agreement, (i) the Placing Agent and/or its sub-placing agents, who and whose
ultimate beneficial owners shall not be the Shareholder(s) and shall be the Independent Third Party(ies),
shall procure the Placee(s), who and whose ultimate beneficial owner(s) shall not be the Shareholder(s) and
shall be the Independent Third Party(ies), to subscribe for any of the Unsubscribed Rights Shares and the
ES Unsold Rights Shares; (ii) none of the Placee(s) and/or its ultimate beneficial owners will become a
Substantial Shareholder of the Company (i.e., holding 10% or more of the total issued shares of the
Company) as a result of the Placing Arrangement; and (iii) the Placing Agent shall and shall cause its sub-
placing agents to procure Placees independent of the Company and its connected persons to take up such
number of Rights Shares as may be necessary to ensure that the public float requirements under the GEM

Listing Rules are complied with.

Shareholders and public investors should note that the above shareholding changes are for
illustration purposes only and the actual changes in the shareholding structure of the Company
upon completion of the Rights Issue are subject to various factors, including the results of

acceptance of the Rights Issue.
REASONS FOR THE RIGHTS ISSUE AND THE USE OF PROCEEDS

Assuming there is no other change in the issued share capital of the Company before the
completion of the Rights Issue, the expected gross proceeds, net proceeds and net price per
Rights Share from the Rights Issue are set out below:

HK$

(approximately)

Gross proceeds 24.0 million
Net Proceeds 22.9 million
Net price per Rights Share 0.095

The Group is principally engaged in manufacturing and sales of tinplate packaging products
in the PRC and Hong Kong. The major products are tin cans and steel pails, which are generally

used for storing paint and coatings.

Before contemplating the Rights Issue, the Board has considered the following factors,
including (a) the funding needs of the Group; (b) the intended use of proceeds; and (c) the
reasons for contemplating the Rights Issue and other fund-raising alternatives considered by the

Company.
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(a) The funding needs of the Group

As set out in the annual report of the Company for the year ended 31 December 2019
(the “Annual Report”) and the interim report for the six months ended 30 June 2020 (the
“Interim Report”), the Company recorded a loss of approximately RMB28.9 million for
the year ended 31 December 2019 and RMB6.8 million for the six months ended 30 June
2020, mainly due to the outbreak of COVID-19 and uncertainties under the shadow of
China-United States trade war. In order to maintain the Group’s competitiveness, the
Company intends to implement cost reduction (including the fixed overhead cost and
finance costs) and further consolidate its market share in the tinplate packaging business
and to continue to expand domestic business via organic growth by utilising the operating
cashflow of the Group to (i) upgrade the existing production line; (ii) attend certain

exhibition for coatings and coating related products; and (iii) expand the sales team.

As at the Latest Practicable Date, the principal amount of total outstanding bank and
other borrowings is approximately RMB103.5 million (the “Borrowings”), set out below
are the details of the Borrowings:

As at the Latest
Practicable Date
(RMB’ Million)

Secured bank borrowings 84.4
Secured other borrowings 19.1
Total bank and other borrowings 103.5

As at the Latest Practicable Date, among all the Borrowings, approximately RMB6.7
million will due in 2020, approximately RMB55.9 million will due in 2021 and
approximately RMB40.9 million will due on or after 2022. In addition, as at 30 September
2020, the Company had cash and cash equivalents of approximately RMB13.9 million.
Having taken into account of its cash position and financial performance, in order to
alleviate its liquidity pressure, the Company consider that it is necessary to raise capital by

way of the Rights Issue to prepare for the repayment of the Borrowings.
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Furthermore, as set out in the Annual Report and the Interim Report, the finance cost
of the Company was approximately RMB3.0 million for the year ended 31 December 2019
and approximately RMB1.8 million for the six months ended 30 June 2020. Gearing ratio of
the Group increased from approximately 69.6% as at 31 December 2019 to approximately
75.6% as at 30 June 2020. The gearing ratio further increased to approximately 171.8% as
at 30 September 2020, which was mainly due to the increase in bank and other borrowings
and the decrease in net asset value. Assuming the Rights Issue had been completed on 30
September 2020 and the partial repayment of the Borrowings of HKS$22.9 million
(equivalent to approximately RMB20.2 million) had been done on 30 September 2020, the
Group’s pro forma total borrowings and net assets would be approximately RMBS85.3
million and approximately RMB81.6 million, respectively, and the pro forma gearing ratio
of the Group will be improved to approximately 104.5% upon completion of the Rights
Issue and partial repayment of the Borrowings. The Directors considered that the high level
of financial cost and gearing ratio may adversely affect the financing opportunities,
liquidity and business operation of the Group. If the Company continues to have such a
high gearing ratio, the Company’s exposure to liquidity risk may restrict its ability to make
necessary capital expenditure or develop business opportunities in the future, which may
adversely affect its results of operations and financial position. Hence, the Directors are of
the view that the Rights Issue represents an opportunity for the Company to repay the
Borrowings so as to relieve its financial burden, reduce future financing costs and improve

the financial position of the Group.

Having considered the (i) weakened global economy and the uncertainties over the
outlook for 2020 pursuant to the trade war between the US and China and the COVID-19;
(ii) repayment obligation of the Group in the coming one year; and (iii) current financial
burden, high gearing ratio and low cash position of the Group, the Board considers that it is
in the interests of the Company and the Shareholders as a whole to raise capital through the

Rights Issue.
(b) the intended use of proceeds

It is estimated that the Company will raise up to approximately HK$24.0 million from
the Rights Issue and the relevant expenses would be approximately HK$1.1 million, which
includes placing commission and professional fees payable to financial advisers, legal
advisers, financial printer and other parties involved in the Rights Issue. The estimated net
proceeds from the Rights Issue will accordingly be approximately HK$22.9 million. The
Company intends to apply the net proceeds from the Rights Issue for the partial repayment
of the Borrowings due in 2021 of approximately RMB20.2 million (equivalent to HK$22.9

million).
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When adopting the ratio of the Rights Issue, the Board has considered, among other
things, the recent market prices of the Shares, the discount with reference to the recent
rights issue, the funding needs of the Group and the potential dilution effect of the rights
issue. As a result, the Company is of the view that the ratio of 3 Rights Shares for every 1
Shares held on the Record Date would meet the abovementioned funding needs of the
Group while not resulting in a large theoretical dilution effect for the existing Shareholders
whereas (i) a higher ratio would require the Qualifying Shareholders to take up more
entitlements to avoid being diluted and increase the commission expenses to be paid by the
Company to the Placing Agent; and (ii) a lower ratio would not meet the Group’s funding
needs as disclosed above. Therefore, the Board considers that the Rights Issue on the ratio
of 3 Rights Shares for every 1 Shares held on the Record Date is in the interest of the
Company and the Shareholders as a whole.

If the Rights Issue is under-subscribed and the net proceeds (after the deduction of the
costs and expenses relating to the Rights Issue) is less than RMB20.2 million, all of such
net proceeds (after the deduction of the costs and expenses relating to the Rights Issue) will
be applied towards the partial repayment of the Borrowings. If the Rights Shares are fully
or substantially taken up, the Company currently has no intention to conduct any further
fundraising activities in the next 12 months. However, if the Rights Issue is under-
subscribed and the Group has insufficient working capital for its operation, the Company
cannot rule out the possibility of launching other fundraising activities to replenish the
liquidity of the Group and in the meantime the Company intends to further negotiate with
banks and other creditors to extend the maturity dates of the outstanding Borrowings. As at
the Latest Practicable Date, the Company has no concrete plan on any other fundraising

activities and wants to focus on the Rights Issue first.

(c) the reasons for contemplating the Rights Issue and other fund-raising alternatives
considered by the Company

Apart from the Rights Issue, the Directors have considered other debt or equity
fundraising alternatives such as bank borrowings, placing or an open offer. The Directors
note that bank borrowings, if available, carry additional interest costs and create pressure to
the liquidity of the Company, and placing of new shares dilutes the interests of existing
Shareholders without giving them the opportunity to take part in the exercise. As opposed
to an open offer, the Rights Issue enables the Shareholders to sell the nil-paid rights in the
market. The Rights Issue will give the Qualifying Shareholders the opportunity to maintain
their respective pro-rata shareholding interests in the Company and to continue to
participate in the future development of the Group. Although those Qualifying Shareholders
who do not take up the Rights Shares to which they are entitled and Excluded Shareholders
may make their shareholdings diluted, the Rights Issue requires the Independent
Shareholders’ approval so that the Independent Shareholders are given an opportunity to
decide whether the Company shall proceed to the Rights Issue by voting for or against at
the EGM to approve the Rights Issue.
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The Directors are of the view that the Rights Issue is in the best interests of the
Company and the Shareholders as a whole, and that the Rights Issue is an appropriate
fundraising method to strengthen the capital base of the Company, which in turn will
support the Company’s continuing development and business growth, while at the same
time allowing the Qualifying Shareholders to maintain their proportional shareholdings in
the Company. In addition, the Company had preliminarily consulted brokerage companies
(including the Placing Agent) for underwriting the Rights Issue but has not received any
favourable feedback due to the current capital market situation apart from the Placing
Agent who expressed its interest in acting as a placing agent on best effort basis. Although
the Rights Issue on a non-underwritten basis may not raise sufficient funds to satisfy the
funding needs as aforementioned, taking into account that (i) the placing obligation of the
Placing Agent are more or less similar to an underwriter of the Rights Issue (except that the
Placing Agent is on best effort basis) and therefore adopting the Placing Arrangement
simultaneously would help to ensure sufficient funds to be raised; and (ii) the implied cost
of the Rights Issue of approximately 4.6% (being the percentage of total estimated expenses
to the gross proceeds of the Rights Issue) is lower than the interest rates of the Borrowing,
which range from approximately 5.0% to 18% per annum, the Board considers that the
Rights Issue is in the best interests of the Company and the Shareholders as a whole.

Having considered the other fund-raising alternatives, the costs and unfavourable
feedback of underwriting services and the proposed terms of the Rights Issue (including the
Subscription Price and the estimated expense), the Board considers that it is in the interests
of the Company and the Shareholders as a whole to proceed with the Rights Issue on a non-

underwritten basis.

Based on the above (a) to (c), the Board considers that raising capital through the Rights
Issue is fair and reasonable and in the interests of the Company and the Shareholders as a whole.
However, those Qualifying Shareholders who do not take up the Rights Shares to which
they are entitled and Excluded Shareholder(s) (if any) should note that their shareholdings
will be diluted.

EQUITY FUNDRAISING ACTIVITIES IN THE PAST 12 MONTHS

The Company had not conducted any equity fundraising activities in the 12 months
immediately preceding the Latest Practicable Date.
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POSSIBLE ADJUSTMENTS IN RELATION TO OTHER SECURITIES OF THE
COMPANY

As at the Latest Practicable Date, there were 16,000,000 outstanding Share Options granted
by the Company exercisable into 16,000,000 Shares. Save for the aforesaid, there are no other
options, warrants or other convertible securities granted by the Company that are subsisting as at
the Latest Practicable Date. Adjustments to the exercise prices and numbers of the Share Options
will be required under the Share Option Scheme as a result of the Rights Issue. The auditor of
the Company will be appointed to certify the necessary adjustments to the exercise prices and
numbers of the Share Options. Further announcement relating to such adjustments will be made

by the Company in this regard as and when appropriate.
GEM LISTING RULES IMPLICATIONS

As the Rights Issue, if proceeded with, will increase the number of the issued Shares by
more than 50%, in accordance with Rule 10.29(1) of the GEM Listing Rules, the Rights Issue
must be made conditional on approval by Independent Shareholders in general meeting by a
resolution on which any controlling Shareholders and their associates or, where there are no
controlling Shareholders, the Directors (excluding the independent non-executive Directors) and
the chief executive of the Company and their respective associates shall abstain from voting in

favour of the ordinary resolution to approve the Rights Issue at the EGM.

As at the Latest Practicable Date, Fortune Time, being a controlling Shareholder of the
Company, is beneficially interested in 24,975,000 Shares, representing approximately 31.22% of
the issued share capital of the Company. As at the Latest Practicable Date, Fortune Time is
owned as to 50%, 25% and 25% by each of Mr. Liang Jianxun (the spouse of Ms. Liang Yingjun,
who is the executive Director of the Company), Ms. Liang Zhimei and Mr. Zhang Zhiwei
respectively. As such, Fortune Time, the controlling Shareholder of the Company, and its
associates shall abstain from voting in favour of the resolution(s) to approve the Rights Issue, the

Placing Agreement and the transactions contemplated thereunder at the EGM.

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

month period.

The theoretical diluted price, the benchmarked price and the theoretical dilution effect (as
those terms are defined under Rule 10.44A of the GEM Listing Rules) for the Rights Issue are
HK$0.106 per Share, HK$0.124 per Share and 14.52%, respectively. As such, the theoretical
dilution impact of the Rights Issue is in compliance with Rule 10.44A of the GEM Listing Rules.
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GENERAL

The EGM will be convened for the Shareholders to consider and, if thought fit, approve the
Rights Issue, the Placing Agreement and the transactions contemplated thereunder. The notice
convening the EGM to be held at Portion 2, 12/F, The Center, 99 Queen’s Road Central, Central,
Hong Kong on Tuesday, 1 December 2020 at 11:00 a.m. is set out on pages EGM-1 to EGM-3 of

this circular.

A form of proxy for use at the EGM is also enclosed. Whether or not you are able to attend
the EGM in person, you are requested to complete and return the enclosed form of proxy in
accordance with the instructions printed thereon to the Company’s branch share registrar in Hong
Kong, Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre,
183 Queen’s Road East, Wan Chai, Hong Kong, as soon as possible and in any event not less
than 48 hours before the time appointed for holding the EGM or any adjournment thereof.
Completion and return of the form of proxy shall not preclude you from attending and voting in
person at the EGM if you so wish and, in such event, the relevant form of proxy shall be deemed
to be revoked.

Subject to the approval of the Rights Issue by the Independent Shareholders at the EGM, a
Prospectus containing further information regarding, among other things, the Rights Issue,
including information on acceptances of the Rights Shares and other information in respect of the
Group, and PAL(s) are expected to be despatched to the Qualifying Shareholders on Monday,
14 December 2020.

WARNING OF THE RISKS OF DEALING IN THE SHARES AND NIL-PAID RIGHTS
SHARES

The Rights Issue is subject to the fulfilment of conditions including, among other
things, the Stock Exchange granting the listing of, and permission to deal in, the Rights
Shares in their nil-paid and fully-paid forms. Please refer to the section headed “Conditions
of the Rights Issue” in this circular. Shareholders and potential investors of the Company
should note that if the conditions to the Rights Issue are not satisfied, the Rights Issue will
not proceed.

The Rights Issue will proceed on a non-underwritten basis irrespective of the level of
acceptances of the provisionally allotted Rights Shares.

Any dealings in the Shares up to the date on which all the conditions of the Rights
Issue are fulfilled, and any Shareholders dealing in the Rights Shares in nil-paid form will
accordingly bear the risk that the Rights Issue may not become unconditional or may not
proceed. Any Shareholders or other persons contemplating any dealings in the Shares
and/or Rights Shares in their nil-paid form are recommended to consult their professional
advisers.
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RECOMMENDATIONS

The Independent Board Committee, which comprises all the independent non-executive
Directors, namely Mr. Wong Sui Chi, Ms. Ha Yee Lan Elaine and Mr. Wu Chi King, has been
established to advise the Independent Shareholders as to whether the terms of the Rights Issue,
the Placing Agreement and the transactions contemplated thereunder are fair and reasonable and
in the interest of the Company and the Shareholders as a whole and to make recommendations to
the Independent Shareholders on how to vote at the EGM. Astrum Capital has been appointed as
the independent financial adviser to advise the Independent Board Committee and the

Independent Shareholders in this regard.

Your attention is drawn to the letter from the Independent Board Committee set out on page
31 of this circular which contains its recommendation to the Independent Shareholders in relation
to the Rights Issue, and the letter from Independent Financial Advisor set out on pages 32 to 60
of this circular which contains its advice to the Independent Board Committee and the

Independent Shareholders.

The Directors (including the independent non-executive Directors whose views are
expressed in the letter from the Independent Board Committee) consider that the terms of the
Rights Issue, the Placing Agreement and the transactions contemplated thereunder are on normal
commercial terms, fair and reasonable so far as the Independent Shareholders are concerned and
in the interests of the Company and the Shareholders as a whole.

Accordingly, the Directors (including the independent non-executive Directors whose views
are expressed in the letter from the Independent Board Committee) recommend the Independent

Shareholders to vote in favour of the resolution(s) to be proposed at the EGM.
ADDITIONAL INFORMATION

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

circular.

For and on behalf of the Board
Wan Cheng Metal Packaging Company Limited
Liang Junqgian

Chairman and executive Director
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The following is the text of the letter from the Independent Board Committee setting out its

recommendation to the Independent Shareholders in relation to the Rights Issue.

Wan Cheng Metal Packaging Company Limited
ERNEBEEEBRA A

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 8291)

10 November 2020
To the Independent Shareholders

Dear Sir or Madam,

PROPOSED RIGHTS ISSUE ON THE BASIS OF
THREE RIGHTS SHARES FOR EVERY ONE EXISTING SHARE
HELD ON THE RECORD DATE

We refer to the circular of the Company dated 10 November 2020 (the “Circular”) of
which this letter forms part. Unless the context specifies otherwise, capitalised terms used herein

have the same meanings as defined in the Circular.

We have been appointed by the Board as the Independent Board Committee to advise the
Independent Shareholders as to whether the Rights Issue, the Placing Agreement and the
transactions contemplated thereunder are on normal commercial terms, in the interests of the
Company and the Shareholders as a whole, and the terms of which are fair and reasonable so far

as the Independent Shareholders are concerned.

Astrum Capital has been appointed as the Independent Financial Adviser to advise us and

the Independent Shareholders in this respect.

Having taken into account the terms of the Rights Issue, and the advice from Astrum
Capital, we are of the opinion that the terms of the Rights Issue, the Placing Agreement and the
transactions contemplated thereunder are on normal commercial terms, fair and reasonable so far
as the Company and the Independent Shareholders are concerned and in the interests of the
Company and the Shareholders as a whole. Accordingly, we recommend you to vote in favour of
the ordinary resolution(s) to be proposed at the EGM to approve the Rights Issue, the Placing

Agreement and the transactions contemplated thereunder.

Yours faithfully,
Independent Board Committee
Mr. Wong Sui Chi Ms. Ha Yee Lan Elaine Mr. Wu Chi King
Independent non-executive Directors
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The following is the full text of the letter from the Independent Financial Adviser which
sets out its advice to the Independent Board Committee and Independent Shareholders for

inclusion in this circular.

ASTRUM

Room 2704, 27/F, Tower 1, Admiralty Centre,
18 Harcourt Road, Admiralty, Hong Kong

10 November 2020

To the Independent Board Committee and
the Independent Shareholders of
Wan Cheng Metal Packaging Company Limited

Dear Sirs,

PROPOSED RIGHTS ISSUE ON THE BASIS OF
THREE (3) RIGHTS SHARES FOR EVERY ONE (1) EXISTING SHARE
HELD ON THE RECORD DATE

INTRODUCTION

We refer to our engagement as the independent financial adviser to make recommendations
to the independent board committee (the ‘“‘Independent Board Committee’”’) and the
independent shareholders (the “Independent Shareholders”) of Wan Cheng Metal Packaging
Company Limited (the “Company”’) in relation to the proposed Rights Issue. The details of the
Rights Issue were disclosed in the announcement of the Company dated 18 September 2020 (the
“Announcement”) and in the letter from the board (the “Letter from the Board”) set out on
pages 7 to 30 of the circular of the Company dated 10 November 2020 (the “Circular”) to its
Shareholders, of which this letter forms part. Terms used in this letter shall have the same

meanings as defined in the Circular unless the context otherwise requires.

According to the Letter from the Board, the Company proposed to raise up to
approximately HK$24.0 million before expenses by way of the issue of 240,000,000 Rights
Shares at the Subscription Price of HK$0.10 each and on the basis of three (3) Rights Shares for
every one (1) existing Share held by the Qualifying Shareholders on the Record Date (assuming
no change in the issued share capital of the Company from the Latest Practicable Date up to the
Record Date). The Rights Issue is not underwritten and will not be extended to the Excluded
Shareholder(s) (if any).
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As at the Latest Practicable Date, each of the holders of the Share Options (including
Mr. Wang Yun and Mr. Zou Yonggang, the executive Directors, Ms. Ha Yee Lan Elaine, the
independent non-executive Director, and employees and consultants of the Company) had signed
an Optionholder’s Undertaking not to exercise the Share Options granted to him/her on or before
the Record Date.

As the Rights Issue, if proceeded with, will increase the number of the issued Shares by
more than 50%, in accordance with Rule 10.29(1) of the GEM Listing Rules, the Rights Issue
must be made conditional on approval by Independent Shareholders in general meeting by a
resolution on which any controlling Shareholders and their associates or, where there are no
controlling Shareholders, the Directors (excluding the independent non-executive Directors) and
the chief executive of the Company and their respective associates shall abstain from voting in

favour of the ordinary resolution to approve the Rights Issue at the EGM.

The EGM will be convened for the Independent Shareholders to consider and, if thought fit,
approve the Rights Issue, the Placing Agreement and the transactions contemplated thereunder.
As at the Latest Practicable Date, Fortune Time, being a controlling Shareholder, was
beneficially interested in 24,975,000 Shares, representing approximately 31.22% of the issued
share capital of the Company. As at the Latest Practicable Date, Fortune Time was owned as to
50%, 25% and 25% by each of Mr. Liang Jianxun (the spouse of Ms. Liang Yingjun, who is the
executive Director), Ms. Liang Zhimei and Mr. Zhang Zhiwei, respectively. As such, Fortune
Time and its associates shall abstain from voting in favour of the resolution(s) to approve the

Rights Issue, the Placing Agreement and the transactions contemplated thereunder at the EGM.

An Independent Board Committee, comprising all the independent non-executive Directors,
namely Mr. Wong Sui Chi, Ms. Ha Yee Lan Elaine and Mr. Wu Chi King, has been established
to give recommendations to the Independent Shareholders as to whether the terms of the Rights
Issue, the Placing Agreement and the transactions contemplated thereunder are fair and
reasonable and in the interests of the Company and the Shareholders as a whole, and as to
voting in respect thereof at the EGM. We, Astrum Capital Management Limited, have been
appointed as the independent financial adviser to advise the Independent Board Committee and

the Independent Shareholders in this regard.
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BASIS OF OUR OPINION

In formulating our opinion and recommendations, we have reviewed, inter alia, the
Announcement, the Circular, the Placing Agreement, the annual reports of the Company for the
financial years ended 31 December 2018 and 31 December 2019 (the “2018 Annual Report”
and “2019 Annual Report”, respectively) and the interim report of the Company for the six
months ended 30 June 2020 (the “2020 Interim Report”). We have also reviewed certain
information provided by the management of the Company (the “Management’’) relating to the
operations, financial condition and prospects of the Group. We have also (i) considered such
other information, analysis and market data which we deemed relevant; and (ii) conducted verbal
discussions with the Management regarding the terms of the Rights Issue and the Placing
Agreement, the businesses and future outlook of the Group. We have assumed that such
information and statements, and any representation made to us, are true, accurate and complete in
all material respects as of the date hereof and we have relied upon them in formulating our
opinion.

All Directors collectively and individually accept full responsibility in providing
information of the Company in the Announcement and the Circular and, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief, the information
contained in the Announcement and the Circular is accurate and complete in all material respects
and not misleading or deceptive, and that there are no other matters not contained in the
Announcement and the Circular, the omission of which would make any statement herein or in
the Announcement and the Circular misleading. We consider that we have performed all
necessary steps to enable us to reach an informed view regarding the terms of, and the reasons
for the Rights Issue (including the Placing Agreement) and to justify our reliance on the
information provided so as to provide a reasonable basis of our opinion. We have no reasons to
suspect that any material information has been withheld by the Directors or the Management, or
is misleading, untrue or inaccurate. We have not, however, for the purpose of this exercise,
conducted any independent detailed investigation or audit into the businesses or affairs or future
prospects of the Group. Our opinion is necessarily based on financial, economic, market and
other conditions in effect, and the information made available to us, as at the Latest Practicable
Date. This letter is issued to provide information for the Independent Board Committee and the
Independent Shareholders solely in connection with their consideration of the Rights Issue
(including the Placing Agreement). Except for the inclusion in the Circular, this letter should not
be quoted or referred to, in whole or in part, nor shall it be used for any other purposes, without

our prior written consent.

For illustration purposes, amounts in RMB in this letter have been converted into HK$ at an exchange rate of
RMBI1.0000 = HK$1.1335.
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INDEPENDENCE DECLARATION

As at the Latest Practicable Date, we were not aware of any relationships or interests
between Astrum Capital Management Limited, the Company and/or any of its respective
substantial shareholders, directors or chief executive, or any of their respective associates. In the
last two years, there was no other engagement between the Group and Astrum Capital
Management Limited. Apart from the normal advisory fees payable to us for the relevant
engagement in relation to the Rights Issue, no other arrangement exists whereby we will receive
any fees and/or benefits from the Group. Accordingly, Astrum Capital Management Limited is
independent as defined under Rule 17.96 of the GEM Listing Rules to act as the independent
financial adviser to the Independent Board Committee and the Independent Shareholders in
connection with the Rights Issue.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our advice with regard to the Rights Issue (including the Placing Agreement),

we have taken into consideration the following factors and reasons:
1. Information on the Group

According to the Letter from the Board, the Group is principally engaged in
manufacturing and sales of tinplate packaging products in the PRC and Hong Kong. The
major products are tin cans and steel pails, which are generally used for storing paint and

coatings.

The following table sets out (i) the audited consolidated financial information of the
Group for the three financial years ended 31 December 2017, 31 December 2018 and
31 December 2019 (“FY2017”, “FY2018” and “FY2019”, respectively) as extracted from
the 2018 Annual Report and the 2019 Annual Report; and (ii) the unaudited consolidated
financial information of the Group for the six months ended 30 June 2019 and 30 June 2020
(“1H2019” and “1H2020”, respectively) as extracted from the 2020 Interim Report.

Table 1: Summary of the consolidated financial results of the Group

FY2017 FY2018 FY2019 1H2019 1H2020
RMB’000 RMB’000  RMB’000  RMB’000  RMB’000
(audited) (audited) (audited) (unaudited) (unaudited)

Revenue 125,691 115,438 59,061 42,230 15,543
Gross profit 25,711 28,861 4,056 9,487 1,883
Profit/(loss) before taxation 865 (7,617) (28,812) (2,235) (6,770)

(Loss) attributable to
owners of the Company
for the year/period (3,554) (7,921) (28,902) (2,384) (6,770)
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As at As at As at As at

31 December 31 December 31 December 30 June

2017 2018 2019 2020

RMB’000 RMB’000 RMB’000 RMB’000

(audited) (audited) (audited) (unaudited)

Non-current assets 37,633 36,378 41,587 39,763

Current assets 154,704 140,498 131,632 124,816

Current (liabilities) (97,145) (81,194) (94,586) (91,958)

Net current assets 57,559 59,304 37,046 32,858

Non-current (liabilities) (2,227) (2,473) (2,618) (2,618)
Equity attributable

to owners of
the Company 92,965 93,209 76,025 70,003

Source: the 2018 Annual Report, the 2019 Annual Report and the 2020 Interim Report
(i) For the year ended 31 December 2018 (i.e. FY2018)

In FY2018, the Group’s revenue amounted to approximately RMB115.4 million,
representing a decrease of approximately 8.2% as compared to approximately
RMB125.7 million in FY2017. Despite the decrease in revenue, the Group’s gross
profit increased by approximately 12.3% from approximately RMB25.7 million in
FY2017 to approximately RMB28.9 million in FY2018, and the gross profit margin
increased by approximately 4.5 percentage points from approximately 20.5% in
FY2017 to approximately 25.0% in FY2018. As advised by the Management, such
increase in gross profit margin was mainly due to the increase in the average selling

price of the Group’s products in FY2018.

In FY2018, the Group recorded loss attributable to owners of the Company of
approximately RMB7.9 million, representing an increase of approximately 122.9% as
compared to approximately RMB3.6 million in FY2017. We noted from the 2018
Annual Report that such increase in loss was mainly attributable to (i) the recognition
of impairment loss on financial asset at amortised cost of approximately RMB7.1
million in FY2018 (FY2017: nil); and (ii) the increase in selling expenses of
approximately RMB3.4 million, which was partially offset by the increase in gross

profit of approximately RMB3.2 million.
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As at 31 December 2018, the Group’s total assets and total liabilities amounted
to approximately RMB176.9 million (31 December 2017: approximately RMB192.3
million) and approximately RMBS83.7 million (31 December 2017: approximately
RMB99.4 million), respectively. Equity attributable to owners of the Company
increased slightly from approximately RMB93.0 million as at 31 December 2017 to
approximately RMB93.2 million as at 31 December 2018. Such slight increase was
mainly attributable to (i) the grant of share options of approximately RMBS5.9 million;
and (ii) the gain on exchange difference on translating foreign operations of
approximately RMB2.3 million, the effect of which was partially offset by loss
recorded in FY2018 of approximately RMB7.9 million.

(ii) For the year ended 31 December 2019 (i.e. FY2019)

In FY2019, the Group’s revenue amounted to approximately RMBS59.1 million,
representing a significant decrease of approximately 48.8% as compared to
approximately RMB115.4 million in FY2018. Such decrease was mainly attributable
to (i) the decrease in sales order of the Group’s products which may be caused by the
uncertainties under the shadow of China-United States trade war and the negative
effect arose from the social incidents in Hong Kong; and (ii) the decrease in the
average selling price of the Group’s products due to the keen competition in the
tinplate packaging industry during FY2019. The Group’s gross profit decreased by
approximately 85.9% from approximately RMB28.9 million in FY2018 to
approximately RMB4.1 million in FY2019, and the gross profit margin decreased by
approximately 18.1 percentage points from approximately 25.0% in FY2018 to
approximately 6.9% in FY2019. As advised by the Management, such decrease in
gross profit margin was mainly due to the decrease in the average selling price of the
Group’s products in FY2019.

In FY2019, the Group recorded loss attributable to owners of the Company of
approximately RMB28.9 million, representing a significant increase of approximately
264.9% as compared to approximately RMB7.9 million in FY2018. Such deterioration
was mainly attributable to (i) the significant decrease in gross profit of approximately
RMB24.8 million; and (ii) the increase in impairment loss recognised under expected
credit loss of approximately RMB4.4 million, which was partially offset by (i) the
decrease in selling expenses of approximately RMB4.5 million; and (ii) the decrease

in administrative and other expenses of approximately RMB4.1 million.
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As at 31 December 2019, the Group’s total assets and total liabilities amounted
to approximately RMB173.2 million (31 December 2018: approximately RMB176.9
million) and approximately RMB97.2 million (31 December 2018: approximately
RMB83.7 million), respectively. Equity attributable to owners of the Company
decreased from approximately RMB93.2 million as at 31 December 2018 to
approximately RMB76.0 million as at 31 December 2019. The decrease in equity was
primarily due to loss attributable to owners of the Company of approximately
RMB28.9 million in FY2019, which was partially offset by (i) the gain on revaluation
of properties of approximately RMB7.8 million; (ii) the grant of share options of
approximately RMB2.7 million; and (iii) the gain on exchange difference on

translation of financial statements of approximately RMB1.2 million.
(iii) For the six months ended 30 June 2020 (i.e. 1H2020)

In 1H2020, the Group’s revenue amounted to approximately RMBI15.5 million,
representing a significant decrease of approximately 63.2% as compared to
approximately RMB42.2 million in 1H2019. Such significant decrease was mainly
attributable to the drop of sales demand for the Group’s products due to the outbreak
of Coronavirus pandemic (“COVID-19”). In line with the significant decrease in
revenue, the Group’s gross profit decreased by approximately 80.2% from
approximately RMB9.5 million in 1H2019 to approximately RMB1.9 million in
1H2020.

The Group recorded loss attributable to owners of the Company of
approximately RMB6.8 million in 1H2020, representing an increase of approximately
184.0% as compared to approximately RMB2.4 million in 1H2019. Such deterioration
was mainly attributable to the decrease in gross profit of approximately RMB7.6
million, which was partially offset by the decrease in administrative and other

expenses of approximately RMB3.8 million.

As at 30 June 2020, the Group’s total assets and total liabilities amounted to
approximately RMB164.6 million (31 December 2019: approximately RMB173.2
million) and approximately RMB94.6 million (31 December 2019: approximately
RMB97.2 million), respectively. Equity attributable to owners of the Company
decreased from approximately RMB76.0 million as at 31 December 2019 to
approximately RMB70.0 million as at 30 June 2020. The decrease in equity was
primarily due to loss attributable to owners of the Company of approximately RMB6.8
million in 1H2020.
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2. Background of and reasons for the Rights Issue and proposed use of proceeds

According to the Letter from the Board, the Company proposed to raise up to
approximately HK$24.0 million before expenses by way of the issue of 240,000,000 Rights
Shares at the Subscription Price of HK$0.10 each and on the basis of three (3) Rights
Shares for every one (1) existing Share held by the Qualifying Shareholders on the Record
Date (assuming no change in the issued share capital of the Company from the Latest
Practicable Date up to the Record Date). The Rights Issue is not underwritten and will not
be extended to the Excluded Shareholder(s) (if any). The estimated net proceeds of the
Rights Issue, if fully subscribed, will be up to approximately HK$22.9 million (assuming
no change in the issued share capital of the Company from the Latest Practicable Date up to
the Record Date).

As advised by the Management, the Board has been closely monitoring the financial
position of the Group from time to time to ensure that the Group has sufficient working
capital for its daily operation. Nevertheless, due to the unfavourable market conditions and
the keen competition in the industry, the sales of the Group’s products demonstrated a
decreasing trend since FY2017 which inevitably affected the cashflow of the Group.
According to the financial reports of the Company, the cash and cash equivalents of the
Group maintained at a relatively low level of less than RMB3.0 million for the past few
years and amounted to approximately RMB2.9 million as at 30 June 2020. As advised by
the Management, as at the Latest Practicable Date, the principal amount of total outstanding
bank and other borrowings was approximately RMB103.5 million (the “Borrowings”).
Accordingly, the Management considered that the Group should raise sufficient fund to

replenish its financial resources and strengthen its financial position.

Table 2: Summary of the Borrowings

Principal Principal amount
Nature amount Interest rate Due in 2020 Due in 2021 Due after 2021
(RMB’000)  (approximately) (RMB’000) (RMB’000) (RMB’000)
Secured bank borrowings: 84,400.0 5.0-7.5% p.a. 6,000.0 40,400.0 38,000.0
Secured other borrowings: 19,100.0 18.0% p.a. 675.0 15,487.5 2,937.5

Total 103,500.0 6,075.0 55,887.5 40,937.5
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Since late of January 2020, travel restrictions and other public health measures
including the extension of Lunar New Year holiday and quarantine requirements of
travelers (the “Public Health Measures’”) were imposed in various areas in the PRC in an
attempt to control the spread of COVID-19. In particular, the closed community
management in Foshan, Guangdong Province, the PRC (where the sole factory of the
Group is located) was implemented on 8 February 2020, causing some staff of the Group to
be restricted from travelling or otherwise returning to work after holiday. The prolonged
effect of COVID-19 and the Public Health Measures has adversely affected the Group’s
business and operations. To address the unfavourable market condition and ease the
pressure on the liquidity of the Group, the Management has been actively negotiating with
banks and financial institutions to explore the possibility of the extension of the maturity
dates of the existing borrowings and/or applying for new loans. As advised by the
Management, the Group has negotiated with Guangdong Shunde Rural Commercial Bank
Company Limited (being one of the principal banks of the Company, “Shunde Rural
Bank™) for the possibility of (i) extending the maturity date of the existing bank
borrowings in the principal amount of RMB40.0 million, majority of which would be
initially due in September and October 2020; and (ii) providing additional borrowings.
However, in view of (i) the loss-making position of the Group since FY2017; (ii) the
financial position of the Group; and (iii) the impact from the outbreak of COVID-19,
Shunde Rural Bank agreed with the Group to extend the maturity date of the borrowings
with the principal amounts of RMB12.0 million to January 2021 and RMB26.0 million to
September 2021 but reduce the loan size from RMB40.0 million to RMB38.0 million.
Shunde Rural Bank also rejected to grant new borrowings to the Group for general working
capital and/or repayment of existing borrowings. Based on the Group’s recent
communication with Agricultural Bank of China (““ABC”), ABC has no intention to renew
the borrowings in the principal amount of RMBS8.4 million, majority of which will be due
in late 2020, under the prevailing market conditions and the existing financial performance
and position of the Group.

We were further advised by the Management that collaterals would, in general, be
required for obtaining new bank borrowings. However, save for the collaterals of the
existing secured borrowings and bills payables, the Group did not have any other significant
assets which would be accepted by the banks as collaterals for additional bank borrowings
as at the Latest Practicable Date. In view of the above, the Group obtained higher-cost
borrowings from a non-bank financial institution (the “FI Borrowings’). The outstanding
principal amounts of the FI Borrowings increased from RMB4.5 million as at 31 December
2019 to approximately RMB19.1 million as at the Latest Practicable Date. Accordingly, the
increase in total borrowings and the proportion of the FI Borrowings have resulted in a
substantial increase in the finance costs of the Group. Based on the unaudited management
accounts of the Group, the Group’s financial costs for the nine months ended 30 September
2020 (“9M2020°) had escalated to approximately RMB4.4 million, representing an
increase of 96.1% as compared to the corresponding period in 2019 of approximately
RMB2.2 million. Without the prompt implementation of an effective and low-cost fund-
raising means, the profitability of the Group would be seriously eroded by the increasing
financial costs.
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The Management advised us that the total cash and bank balances of the Group
amounted to approximately RMB13.9 million as at 30 September 2020, which was
insufficient for the repayment of the borrowings of approximately RMB62.6 million to be
falling due in 2020 and 2021. Therefore, the Company intends to apply the net proceeds
from the Rights Issue for the partial repayment of the Borrowings due in 2021 of
approximately RMB20.2 million (equivalent to approximately HK$22.9 million). According
to the Letter from the Board, if the Rights Issue is under-subscribed and the net proceeds
(after the deduction of the costs and expenses relating to the Rights Issue) is less than
RMB20.2 million, all of such net proceeds (after the deduction of the costs and expenses
relating to the Rights Issue) will be applied towards the partial repayment of the

Borrowings.

Taking into account (i) the cash and cash equivalents of the Group amounted to
approximately RMB13.9 million as at 30 September 2020, which was insufficient for the
settlement of the loan of approximately RMB62.6 million to be falling due in 2020 and
2021; (ii) the Group recorded net operating cash outflow for the last three financial years
ended 31 December 2019 and 9M2020; (iii) the impact on the Group’s business, operations
and financial position from the outbreak of COVID-19 and the Public Health Measures; (iv)
the FI Borrowings incur significant interest expenses; (v) the Board intends to reduce the
debt level of the Group as well as to minimise its reliance on banks and other borrowings
for financing; and (vi) the working capital required for the Group’s daily operation, we
concur with the Management’s opinion that it is necessary for the Group to raise sufficient
fund in order to meet the capital requirement for the repayment of the Borrowings and

strengthen its financial position.

Assuming full acceptance of the Rights Issue and following the implementation of the
utilization of the net proceeds as stated above, the Management expects to reduce its
borrowings to a lower level, and therefore, improve the liquidity and gearing ratio of the
Group. The better financial position would also allow the Group to have a better

opportunity for obtaining or extension of bank borrowings at better terms.
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Upon enquiry, the Management advised us that they had considered other fund-raising
methods to satisfy the funding needs of the Group. Apart from the Rights Issue, the
Management advised us that they have considered other debt or equity fund raising
alternatives such as borrowings, placing or an open offer. The Directors consider that
borrowings, if available, will incur finance costs and further worsen the liquidity of the
Group while collaterals would also be required in obtaining new bank borrowings as
mentioned above. The Company is also reluctant to obtain additional short-term financing
from small financial institutions due to high interest rate charged by those institutions.
Placing and subscription of new Shares will dilute the interests of existing Shareholders
without offering them the opportunities to participate in the fund raising exercise. The
Directors have also considered to conduct the equity fund raising by way of open offer,
which is of similar nature as rights issue. However, open offer does not offer the
Shareholders with the opportunity to trade the nil-paid rights in the market.

The Directors are of the view that the Rights Issue is in the best interests of the
Company and the Shareholders as a whole, and that the Rights Issue is an appropriate fund
raising method to strengthen the capital base of the Company, which in turn will support
the Company’s continuing development and business growth. The Rights Issue also offers
the Qualifying Shareholders an opportunity to maintain their respective pro rata
shareholding interests in the Company to avoid dilution of their respective shareholding if
they choose to subscribe for the Rights Shares. In addition, the Company has consulted
several brokers (including the Placing Agent) about the possibility and feasibility for
underwriting the Rights Issue. Apart from the Placing Agent who expressed its interest in
acting as a placing agent on best effort basis, no favourable feedbacks were received by the
Company due to the current capital market situation. The Directors consider that the placing
obligation of the Placing Agent are more or less similar to an underwriter of the Rights
Issue (except that the Placing Agent is on best effort basis). As such, the Directors
subsequently decided to conduct the Rights Issue on non-underwritten basis and adopt the
Placing Arrangement simultaneously in order to enhance the possibility to raise sufficient
funds to the Company. Having considered the other fund-raising alternatives, the costs and
unfavourable feedback of underwriting services and the proposed terms of the Rights Issue
and the Subscription Price, the Directors consider that it is in the interests of the Company

to proceed with the Rights Issue on a non-underwritten basis.
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Having considered the facts that (i) the cash and cash equivalents of the Group
amounted to approximately RMB13.9 million as at 30 September 2020, which was
insufficient for the settlement of the loan of approximately RMB62.6 million to be falling
due in 2020 and 2021; (ii) it is necessary for the Group to raise sufficient fund in order to
meet the capital requirement for the repayment of the Borrowings and strengthen its
financial position; (iii) with the improvement in the Group’s financial position, the Group
would also allow to have a better opportunity for obtaining or extension of bank borrowings
at better terms for its business operation and development as and when necessary; (iv) the
Group recorded continual loss for the last three financial years ended 31 December 2019
and 1H2020, and debt financing will inevitably increase interest burden and further
deteriorate the financial performance of the Group; (v) the Rights Issue offers the
Qualifying Shareholders an opportunity to subscribe for the Rights Shares for maintaining
their respective existing shareholding interests in the Company; (vi) the Placing
Arrangement allows the Placing Agent to procure investors to subscribe for the
Unsubscribed Rights Shares and the ES Unsold Rights Shares which mitigates the risk of
low level of acceptance of the Rights Shares; (vii) the gross commission charged by the
Placing Agent is based on the number of Unsubscribed Rights Shares and ES Unsold Rights
Shares successfully placed by the Placing Agent, which should be at least the same or lower
than the underwriting commission as it is based on the number of underwritten shares; (viii)
other fund raising alternatives are not feasible (such as further borrowings) or favorable to
independent shareholders (such as placing and open offer) as detailed in the previous two
paragraphs above, we concur with the Management’s view that the implementation of the
Rights Issue, though on a best-effort basis, is fair and reasonable and in the interests of the
Company and the Shareholders as a whole.

According to the Letter from the Board, when adopting the ratio of the Rights Issue,
the Board has considered, among other things, the recent market prices of the Shares, the
discount with reference to the recent cases of rights issue, the funding needs of the Group
and the potential dilution effect of the Rights Issue. The Company is of the view that the
ratio of 3 Rights Shares for every 1 existing Share held on the Record Date would meet the
funding needs of the Group while not resulting in a large theoretical dilution effect for the
existing Shareholders whereas (i) a higher ratio would require the Qualifying Shareholders
to take up more entitlements to avoid being diluted and increase the commission expenses
to be paid by the Company to the Placing Agent; and (ii) a lower ratio would not meet the
Group’s funding needs as disclosed above. Having considered the facts that (i) the offer
ratio of the Rights Issue were determined by the Board with reference to, among other
things, the funding needs of the Group; (ii) the net proceeds from the Rights Issue will be
used for the partial repayment of the Borrowings due in 2021 of approximately RMB20.2
million (equivalent to approximately HK$22.9 million), which will bring positive financial
effect on the Group (in particular, the financial position and the gearing ratio) as discussed
in the section headed ‘5. Financial effects of the Rights Issue” below; and (iii) the Rights
Issue offers all the Qualifying Shareholders equal opportunity to subscribe for their pro-rata
provisional allotments of the Rights Shares and hence avoids shareholding dilution if they
wish to do so, we are of the view that the offer ratio of the Rights Issue of 3 Rights Shares
for every 1 existing Share held on the Record Date strike a balance between the funding
needs of the Group and the interests and benefits of the Qualifying Shareholders.
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3.

Principal terms of the Rights Issue

Set out below is summary of the principal terms of the Rights Issue, further details of

which are set out in the Letter from the Board:

Issue statistic

Basis of Rights Issue:

Subscription Price:

Number of Shares in issue
as at the Latest
Practicable Date:

Number of Rights Shares:

Aggregate nominal value
of the Rights Shares

Number of issued shares of
the Company upon
completion of the Rights

Issue

Maximum funds raised

before expenses:

Three (3) Rights Shares for every one (1) existing Share
held on the Record Date

HK$0.10 per Rights Share

80,000,000 Shares

Up to 240,000,000 Rights Shares (assuming no change
in the issued share capital of the Company on or before
the Record Date)

Up to HKS$12,000,000 (assuming no change in the
issued share capital of the Company on or before the
Record Date)

Up to 320,000,000 Shares (assuming no change in the
issued share capital of the Company on or before the
Record Date other than the Rights Shares)

Up to approximately HK$24.0 million (assuming no
change in the issued share capital of the Company on or
before the Record Date and all the Rights Shares will be
taken up)

Assuming no change in the issued share capital of the Company on or before the

Record Date (other than the Rights Shares will be allotted and issued on or before
completion of the Rights Issue), the 240,000,000 Rights Shares proposed to be issued
pursuant to the terms of the Rights Issue represent (i) approximately 300% of the

existing issued share capital of the Company as at the Latest Practicable Date; and (ii)

approximately 75% of the issued share capital of the Company as enlarged by the

allotment and issue of the Rights Shares (assuming all the Rights Shares will be taken

up).
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Subscription Price

The Subscription Price of HK$0.10 per Rights Share is payable in full when a
Qualifying Shareholder accepts the relevant provisional allotment of Rights Shares or
when a transferee of nil-paid Rights Shares accepts the provisional allotment of the

relevant Rights Shares.

According to the Letter from the Board, the Subscription Price was determined
with reference to, among other things, the recent market prices of the Shares, the
current market conditions, recent rights issue in the market and the amount of funds
the Company intends to raise under the Rights Issue as discussed in the section
headed “Reasons for the Rights Issue and the use of proceeds” in the Letter from the
Board.

In order to assess the fairness and reasonableness of the Subscription Price, we

conducted the following analysis:
A. Comparison of the Subscription Price
The Subscription Price of HK$0.10 represents:

(i) a discount of approximately 19.4% to the closing price of HK$0.124
per Share as quoted on the Stock Exchange on the Last Trading Day;

(i) a discount of approximately 18.0% to the average of the closing
prices of Shares for the five consecutive trading days ended on the
Last Trading Day of approximately HK$0.122 per Share (the “S-day
Average Price”);

(iii)) a discount of approximately 18.0% to the average of the closing
prices of Shares for the ten consecutive trading days ended on the

Last Trading Day of approximately HK$0.122 per Share;

(iv) a discount of approximately 5.7% to the theoretical ex-rights price of
approximately HK$0.106 per Share based on the closing price per
Share of HK$0.124 as quoted on the Stock Exchange on the Last
Trading Day;

_ 45 —



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

(v) a discount of approximately 21.3% to the closing price of HK$0.127

per

Share as quoted on the Stock Exchange on the Latest Practicable

Date; and

(vi) a discount of approximately 89.9% to the unaudited consolidated net
asset value per Share of approximately HK$0.992 (based on the latest
published consolidated equity attributable to owners of the Company

of

approximately RMB70.0 million (equivalent to approximately
HK$79.3 million) as at 30 June 2020 as disclosed in the 2020 Interim
Report and 80,000,000 Shares in issue as at the Latest Practicable

Date).

B.  Historical price performance of the Shares

In assessing the fairness and reasonableness of the Subscription Price, we

have primarily made reference to the 12-month historical price performance of

the Shares as

illustrate the historical trend and level of movement of the closing prices of the
Shares. Set out below is the chart showing the daily closing price of the Shares

as quoted on the Stock Exchange during the period commencing from

19 September

up to and including the Last Trading Day (i.e. 18 September 2020) (the “Review

we consider a 12-month period to be reasonably long enough to

2019, being the 12-month period prior to the Last Trading Day,

Period”):
Chart 1: Share price performance during the Review Period
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Source: the website of the Stock Exchange
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As illustrated in Chart 1 above, during the Review Period, the closing price
of the Shares ranged from the lowest closing price of HK$0.121 per Share (as
recorded on 7 September 2020, 9 September 2020, 15 September 2020,
16 September 2020 and 17 September 2020) to the highest closing price of
HK$0.620 per Share (as recorded on 25 March 2020), with an average closing
price of approximately HK$0.306 per Share. The Subscription Price is below the
closing prices per Share throughout the Review Period and represents (i) a
discount of approximately 17.4% to the lowest closing price of the Shares; (ii) a
discount of approximately 83.9% to the highest closing price of the Shares; and
(iii) a discount of approximately 67.3% to the average closing price of the

Shares during the Review Period, respectively.

During the period commencing from 19 September 2019 to 19 March 2020,
the closing price of the Shares fluctuated within the range from HK$0.260 per
Share to HK$0.450 per Share. After that, the closing price of the Shares surged
upwards and reached its peak at HK$0.620 per Share on 25 March 2020. We
discussed with the Management regarding the price trend and were advised that
they are not aware of other particular reason that led to the surge of the price of
the Shares.

After reaching the highest point on 25 March 2020, the closing price of the
Shares then exhibited a downward trend and hit the lowest point of HK$0.121
per Share on 7 September 2020. We have enquired the Management regarding
the downward trend of the Share price and were advised that, save for (i) the
impact arising from the outbreak of COVID-19; (ii) the annual results
announcement for the year ended 31 December 2019 published on 31 March
2020; (iii) the profit warning announcement dated 8 May 2020; (iv) the first
quarterly results announcement of the Company for the three months ended
31 March 2020 published on 14 May 2020; and (v) the interim results
announcement of the Company for the six months ended 30 June 2020 published
on 13 August 2020, they are not aware of any particular reason that led to the
downward trend of the price of the Shares. Thereafter, the closing price of the
Shares closed at HK$0.124 on the Last Trading Day (i.e. 18 September 2020).

—47 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

In addition, we noted that the Subscription Price represents a discount of
approximately 89.9% to the NAV per Share (based on the calculation shown in
paragraph headed ‘“A. Comparison of the Subscription Price” above). The
following chart depicts the closing price of the Shares and the NAV per Share

during the Review Period:

Chart 2: Closing price of the Share versus NAV per Share during the

Review Period
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Note: The NAV per Share is calculated by dividing the equity attributable to owners of the
Company as extracted from the then latest published financial reports of the Company

by the total number of issued Shares at the relevant date.

Having considered that the Shares were traded at a deep discount to the
NAV per Share throughout the Review Period, we consider that it is reasonable
to make reference to the market price of the Share, rather than the NAV per
Share, in determining the Subscription Price and that the discount of the

Subscription Price to the NAV per Share is justifiable.
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C. Historical trading volume of the Shares

The following table sets out the trading volume of the Shares during the

Review Period:

Table 3: Trading volume of the Shares during the Review Period

Percentage of

Percentage of the average
the average  daily trading
daily trading  volume to the
volume to the  total number

total number  of Shares held

Total No. of  Average daily of Shares by public
Month/period trading volume  trading days trading volume in issue  Shareholders
(No. of Shares) (No. of Shares) (Note 1) (Note 2)
September 2019 (From
19 September 2019) 9,000 8 1,125 0.001% 0.002%
October 2019 164,000 21 7810 0.010% 0.014%
November 2019 2,393,000 21 113,952 0.142% 0.207%
December 2019 4,974,000 20 248,700 0.311% 0.452%
January 2020 1,035,000 20 51,750 0.065% 0.094%
February 2020 706,000 20 35,300 0.044% 0.064%
March 2020 12,293,600 2 558,800 0.699% 1.016%
April 2020 4,084,000 18 226,889 0.284% 0.412%
May 2020 2,442,000 20 122,100 0.153% 0.222%
June 2020 445,000 21 21,190 0.026% 0.039%
July 2020 1,235,000 2 56,136 0.070% 0.102%
August 2020 723,000 21 34,429 0.043% 0.063%
September 2020
(up to the Last
Trading Day) 4,384,470 14 313,176 0.391% 0.569%

Source: the website of the Stock Exchange (www.hkex.com.hk)

Notes:

1. The calculation is based on the average daily trading volume of the Shares divided by
the total issued share capital of the Company as at the Last Trading Day (i.e.
80,000,000 Shares).

2. The calculation is based on the average daily trading volume of the Shares divided by

the number of Shares held by public Shareholders as at the Last Trading Day (i.e.
55,025,000 Shares).
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As illustrated in Table 2 above, the average daily trading volume for the
respective month/period during the Review Period ranged from approximately
1,125 Shares to approximately 558,800 Shares, representing approximately
0.001% to approximately 0.699% of the total number of the Shares in issue as at
the Last Trading Day, or approximately 0.002% to approximately 1.016% of the
total number of Shares held by public Shareholders as at the Last Trading Day.

During the Review Period, the average daily trading volume of the Shares
of approximately 140,678 Shares represents (i) approximately 0.176% of the
total number of Shares in issue as at the Last Trading Day; and (ii)
approximately 0.256% of the total number of issued Shares held by public
Shareholders as at the Last Trading Day. We are of the view that the average
daily trading volume of the Shares was relatively thin during the Review Period
and it is necessary to set the Subscription Price at a discount to the recent
market price, so as to attract the Qualifying Shareholders to participate in the
Rights Issue.

D. Comparable Analysis

To assess the fairness and reasonableness of the terms of the Rights Issue,
we have identified all rights issue announced by companies listed on the Stock
Exchange (the “Comparables”) during the three-month period immediately
before the Last Trading Day. Due to the outbreak of COVID-19, the global
economy has undergone drastic and rapid changes during 2020. Therefore, we
consider that the three-month period could reflect the most recent trend of rights
issue transactions conducted by companies listed on the Stock Exchange under
the recent market condition. To the best of our knowledge and endeavour and as
far as we are aware of, we identified an exhaustive list of 12 transactions which
met the said criteria and had not lapsed as at the Latest Practicable Date. We
consider the sample size of the Comparables to be sufficient, fair and
representative to reflect the most recent market condition prior to the Last

Trading Date.

Shareholders should, however, note that the businesses, operations and
prospect of the Company are not the same as the Comparables. Notwithstanding
that, we consider that the terms of the Comparables were determined under
similar market conditions and sentiment and hence, provide a general reference
on the key terms for this type of transaction in Hong Kong. Therefore, we
consider that the Comparables are indicative in assessing the fairness and
reasonableness of the terms of the Rights Issue (including the Subscription

Price). The following table sets forth the relevant details of the Comparables:

— 50 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

N/A
uoyedrjdde
$S0X

N/A
UdNLIMIdpUN
Apaed/&yn g

VIN

VIN

0S¢

VIN

00°¢

( 20N) $L'1

00°¢
08T

00T

00T

0$'C

00T

(%)
UoISSIWWO0)) FunLm
~aapu)/Butoelq

T6°61

$9°'6

18°¢T

et

STL

€601

LL'8

LT°6

S0'61

0s°Cl

70T

(%)
Py
uonnpp [BII0Y,

€eee

£e'e8

£e'e8

00°§T

erIL

eviL

L9'99

00°SL

00°SL

(%)
uonnjIp wnwixey

(1 910N) 078y

(1 210N) 08°6S

(1 210N) 056§

(1 210N) 08

£6°0C $6'9 60'11 6Ly

§T9 6€'LT 69'LT L§'8T

05°6 0181 0Ts1 09°¢1

659 L§'8T LT'6T LI'6T

8817 'L 7L ¥S'LT

65°0C 85T $6'8¢ $6'8¢

09°¢ 011 0rel orn

15°¢ 9041 00T L§01

00°01 88°0¢ L§'8T 00'5T

08 91°0C 0T91 0L'91

6LL €LTE st 99'€T

(%) (%) (%) (%)

(. Junodsiq spy3u (;Junodsiq skeq (;Junodsiq skeq (IUnodsiq AL
XHy) 0Ly) Sw) ay

Y} jo ajep 3y

03 Jo1xd Kep Surpen
Jse[ ay) Je se

2oud axeys ay) uo
paseq 2o1ad syySLa
-Xd [B21}21031) )
0} 3d1d wondiaosqns
Jo Junodsiq

) Jo 3pep 3y 0}
Jo1ad siep Suipen
AANIISUOD (])

1) Jse[ Ay 10§ ddnad
d1eys ddesaAe )

03 9d1d wondiosqns
J0 Junodsiq

gy Jo ep Ay 0)
Jorxd s{ep Surpen
JATINIASUOD (S) AL
Jse| Ay} Joy donad
aleys agesare ay)

03 3o1d wondiidsqns
J0 Junodsiq

Jo ajep ayy 0 Jorxd

Kep Surpexy jsef Ay

Je se 2a1xd axeys ayy
03 2ud uonduosqns
J0 Junodsiq

Ty

0 10} ¢

105 ¢

oy

10y ¢

€ 10§ |

ciop

10 ¢

~

[RCRY

110} ¢

10 ¢

0] ¢

JouapHuy
Jo siseq

(1+08)
panwi (s3uIpjoy) [euoreusdlu] Kaxny

(6609)
"PIT 00 SANLINDAG SIUBYIIAP BUIYD)

(tTzn)
PANWIT puny SJUAUNSIAU] [RUOTIEN

(0LT1) panwry
sjuaunsoau] Kpendsoy weysue

(1€8) panuiry
Kuedwo) euoneuroiuy K1pamar Aue

(1€8) "ouf [[emieain

(5Lz8) panuiry
Kuedwo) (Surpjoy) dnoin 1oaeag

(698) panwir s3uIpjoy AIo[9 yrom
(0S11) panwr sSwp[oy uonwIg Ul

(§T18) panuir]
sSurpjoy seamosay Kimuay) [eoy

(1t¢8) panwr Suipjoy 0say
(g¢)

par] S3UIp[OF [E1OURUL] [[1H Joquiy

(3po) Wo038) Auedwo) jo aweN

0T0T/L0/20

0202/L0/90

0T0T/LO/LO

0T0T/L0/91

0202/L0/0E

0202/80/50

020z/80/01

020T/80/7T

0202/80/8¢C

0202/80/8t

0202/60/€0

0T0T/60/11

JLEIHERTILTTIILS
Jo eq

so[qeredwo)) ayl Jo s[reIo  9qeL

— 51 -



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

‘uorur G T1$H Arerewrxordde Jo 1911ImIopun oY) JO JUAWITWWOD JUNLIMIIPUN JO junowe oyl £q 000 00T$H JO UOISSIWWOD PaXIJ Y} SUIPIAIp Aq paje[noyed

SEM /'] JO UOISSTWWOD SUNIIMIopun YL, "000°00¢$NH JO JUnowe paxij & sem IJLIMIIpuUn oyl o) (G¢g) "ou d[femiearn) Aq pred uorssTwwod SunImIopun Y],

‘so[qeredwo)) oY) Aq pajuasaidar
soney JUNoISIJ 2yl I0oj SISA[eUR INO WOIJ JI POPN[OXD 9ABY PUB IAI[INO UE SI [euoneuINu] A9xnT jo ooud uonduosqns oyl Jey) I19pIsuod om ‘sojqeredwo) 2y) jo
SOIIBI JUNOJSIP JUBAJ[AI Y] JO IZRISAR O} WOIJ UONBIAID PIEPUBIS 0M] PIJOXI ( Jeuonjeutdyuy £3xn,,) ([H(8 :9p0od Y001s) paywI] (SSUIp[OH) [BUONBUIAIU] A9XNT JO

2oud uondudsqns ay) £q pajudsardar (, sonpey] JuUNnodISI(],, 2Y) ‘I2Y1a30)[) JUNOISIJ SIYSLI-XH 2Y) pue 1unodsig sAe (O] 2y unodsiq sAe ¢ 2yl unodsiq .LT Yl Y

:S3ION

(Y Wod Xay ' mMam) o5UBYIXg YO0IS oY) JO 9JISqom Y] :92IN0S

N N 08°T wrl 00°SL 99°S £0°81 £0°81 SE°61 [ 10} ¢ (1678) Auedwo) ayy,
8I°L 90T 1§00 0T61 09°0T 65707 JuoneIAd( prepuel§

STt 1791 LT'¥S 98 ¥6°ST 88°1C 81°0T ‘uelpay

STt 1§54 LT'¥S LS'LT Sy'e 966 L08T :agelaAy

00T 0Ts £E°eE 08'% 0181 0Tsl 09°¢l sumuruiy

0S'T 10T 00°SL 08y 08°65 0¢°68 0¢8S ‘umumixepy

0202/60/81

SISB( U2)JLIMIIPUN-UOU B U0 PIJINPUod sajqeseduio)) :[| OLILUIS

1879 11T 1871 (141 eIyl LS€El ‘uoneIAd( plepuel§
08T wil S0°69 6L'L 91’0t 0T91 00°$T UBIPI
w0'T 1wyl 619 P01 670 £9°61 £e'eT :ageIaAy
PLT 0T'¢ 80°€T £33 $6'9 1L LSOl ‘unuup
00°¢ [§3 04 £e'e8 88°1C £L1E LT'6T 6Ly ‘ununxe

(1 210N) sajqeedwo)) asoqe ) Jo [[y ] OLIBUIIG

N/A N/A (%) (%) (%) (%) (%) (%) (%)
uongedrydde UAYJLIMIIPUN uorssImmo) JunLm 99y uonnIp WNUWIXe} (;Junodsiq syysLr (. Junodsi( skeq (. Junodsi skeq (IUN03SI (AL T5) JUIURHUT (3p0) Wo031§) Kuedwo)) jo dweN  JuIWIUNOUUE
$590xg Apaed/ing -1apup)/3ute|d uonnyIp [BARI0Y ], Xdy) 0T) Sn) My Jo siseq Jo aeq

Yy Jo gep 3y Y} Jo jep 3y 0} Y} Jo 3jep Yy 0} Jo ayep ay) 0 aoud
03 Jouxd Aep Suipeny  Jouxd skep Suipen Jorad sfep Surpen Kep Surpexy jsef ayy
Jse[ ay) Je se AANIISUOY (O]) 2A1NIASUOD (§) ALy Je se duad dxeys Ay
2oud axeys ayy uo 1) Jse Yy 10y ouad  jsef ayy 10y d1ad 03 2ud uonduosqns
paseq 2oud syySur axeys afesase Ay axeys agesaae Ay J0 Junodsiq
X3 [BI1J31031) AY) 03 3dud wondudsqns 03 3d1ad wondirdsqns
03 2du1d wondrrdsqns  Jo Junodsiq JO Junodsiq

Jo Junodsiq

|
N
Vo)

|



LETTER FROM THE INDEPENDENT FINANCIAL ADVISER

We noted that, among the Comparables, the Discount Ratios represented by
the subscription price of Luxey International exceed two standard deviation from
the average of those of other Comparables. Therefore, we consider that the
subscription price of Luxey International is an outlier. To avoid distortion to the
overall comparable analysis due to the abnormality of such results, the Discount
Ratios represented by the subscription price of Luxey International has been

excluded from our analysis under Scenario I.

As shown in Table 4 above, we noted that under Scenario I, (i) the LTD
Discount represented by the subscription prices of the Comparables ranged from
approximately 10.57% to approximately 41.79%, with an average of
approximately 23.33% and a median of approximately 25.00%; (ii) the 5 Days
Discount represented by the subscription prices of the Comparables ranged from
approximately 7.41% to approximately 29.17%, with an average of
approximately 19.63% and a median of approximately 16.20%; (iii) the 10 Days
Discount represented by the subscription prices of the Comparables ranged from
approximately 6.95% to approximately 31.73%, with an average of
approximately 20.29% and a median of approximately 20.16%; and (iv) the Ex-
rights Discount represented by the subscription prices of the Comparables ranged
from approximately 3.51% to approximately 21.88%, with an average of
approximately 10.44% and a median of approximately 7.79%. The Discount
Ratios represented by the Subscription Price are within the range of and lower
than the average of the relevant Discount Ratios represented by the subscription

prices of the Comparables.

Given the facts that (i) the Rights Issue will proceed on a non-underwritten
basis; and (ii) the Subscription Price was solely determined by the Board with
reference to, among other things, the recent market prices of the Shares, the
current market conditions, the recent rights issue in the market and the amount
of funds the Company intends to raise under the Rights Issue as discussed in the
section headed “REASONS FOR THE RIGHTS ISSUE AND THE USE OF
PROCEEDS” in the Letter from the Board, we compared the Discount Ratios
represented by the Subscription Price of the Rights Issue and the subscription
price of those Comparables which were conducted on a non-underwritten basis
to further assess the fairness and reasonableness of the Subscription Price. As
shown in Table 4 above, 4 out of 12 Comparables were conducted on a non-
underwritten basis and under Scenario II, (i) the LTD Discount represented by
the subscription prices of the Comparables ranged from approximately 13.60% to
58.30%, with an average of approximately 28.07% and a median of
approximately 20.18%; (ii) the 5 Days Discount represented by the subscription
prices of the Comparables ranged from approximately 15.20% to approximately
59.30%, with an average of approximately 29.56% and a median of
approximately 21.88%; (iii) the 10 Days Discount represented by the
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subscription prices of the Comparables ranged from approximately 18.10% to
approximately 59.80%, with an average of approximately 32.45% and a median
of approximately 25.94%; and (iv) the Ex-rights Discount represented by the
subscription prices of the Comparables ranged from approximately 4.80% to
approximately 48.20%, with an average of approximately 17.57% and a median
of approximately 8.65%. The Discount Ratios represented by the Subscription
Price are within the range of and lower than the average and median of the
relevant Discount Ratios represented by the subscription prices of the

Comparables which were conducted on a non-underwritten basis.

Furthermore, the theoretical dilution effect represented by the Comparables
under Scenario I ranged from 5.20% to approximately 24.31%, with an average
of approximately 14.21% and a median of approximately 11.52%. Having
considered that (i) the theoretical dilution effect represented by the Rights Issue
of approximately 14.52% falls within the range of that of the Comparables; and
(ii) all the Qualifying Shareholders will be offered equal opportunity to
subscribe for the Rights Shares by way of provisional allotment, we consider
that the theoretical dilution effect of the Subscription Price is acceptable and in

the interests of the Company and the Shareholders as a whole.

Notwithstanding that the Subscription Price represents a discount of
approximately 19.35% and approximately 18.03% to the closing price of the
Shares on the Last Trading Day and the 5-day Average Price, respectively,
having considered the fact that:

(i) all Qualifying Shareholders will be offered equal opportunity to
subscribe for the Rights Shares in proportion to their shareholdings
held on the Record Date, and no interest of any Qualifying
Shareholder is prejudiced in this respect;

(ii) the Discount Ratios represented by the Subscription Price are within
the range of and lower than the average of the relevant Discount
Ratios represented by the subscription prices of the Comparables

under Scenario I;

(iii) the Discount Ratios represented by the Subscription Price are within
the range of and lower than the average and median of the relevant
Discount Ratios represented by the subscription prices of the
Comparables which were conducted on a non-underwritten basis

under Scenario II;
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(iv) it is the normal market practice for listed companies to set the
subscription price of rights issue at a discount to the prevailing

trading price of the shares;

(v) the Subscription Price set as a discount to the recent closing prices of
the Shares encourages existing Shareholders to take up their
entitlements and to participate in the future development of the
Company;

(vi) the theoretical dilution effect represented by the Rights Issue of
approximately 14.52% falls within the range of that of the

Comparables under Scenario I; and
(vii) the impact arising from the outbreak of COVID-19,

we consider that the Subscription Price is fair and reasonable so far as the

Independent Shareholders are concerned.
No application for excess Rights Shares

As stated in the Letter from the Board, the Qualifying Shareholders will not be
entitled to subscribe for any Rights Shares in excess of their respective entitlements.
We have reviewed the Comparables, and noted that 3 out of 12 Comparables did not
offer excess application to their respective shareholders while 2 out of 4 Comparables
which were conducted on non-underwritten basis did not offer excess application to
their respective shareholders. Therefore, we consider that the absence of excess

application arrangement is not an uncommon market practice.

Although the absence of excess application arrangement might not be desirable
for those Qualifying Shareholders who wish to take up additional Rights Shares in
excess of their assured entitlements, after having considered the facts that (i) the
Rights Issue will give the Qualifying Shareholders an equal and fair opportunity to
maintain their respective pro rata shareholding interests in the Company; (ii) the
Qualifying Shareholders who accept their respective entitlements under the Rights
Issue in full can maintain their respective existing shareholdings in the Company after
completion of the Rights Issue; and (iii) the absence of excess application
arrangement is not an uncommon market practice, we are of the view that the absence
of excess application arrangement is acceptable so far as the Independent Shareholders

are concerned.
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Compensatory Arrangements

According to the Letter from Board, the Company would make arrangements
described in Rule 10.31(1)(b) of the GEM Listing Rule to dispose of the Unsubscribed
Rights Shares and the ES Unsold Rights Shares by offering the Unsubscribed Rights
Shares and the ES Unsold Rights Shares to independent Placees for the benefit of
Shareholders to whom they were offered by way of the Rights Issue. There will be no
excess application arrangements in relation to the Rights Issue. Therefore, on 18
September 2020 (after trading hours), the Company and the Placing Agent entered
into the Placing Agreement (as amended and supplemented by a supplemental placing
agreement dated 16 October 2020), pursuant to which the Placing Agent has
conditionally agreed as agent of the Company (either by itself or through its sub-
placing agents) to procure independent Placees, on a best effort basis, to subscribe for
the Unsubscribed Rights Shares and the ES Unsold Rights Shares. Please refer to the
section headed “THE PLACING AGREEMENT” in the Letter from the Board for the
details of the Placing Agreement.

A.  Placing Price

The placing price of each of the Unsubscribed Rights Share and/or the ES
Unsold Rights Share (as the case may be) (the “Placing Price”) shall be at least
equal to the Subscription Price. The final price determination is depended on the
demand and market conditions of the Unsubscribed Rights Shares and the ES Unsold

Rights during the process of placement.

Given that (i) the Placing Price shall be at least equal to the Subscription Price,
which is not prejudicial to the interests of the Qualifying Shareholders; and (ii) the
Subscription Price is fair and reasonable as discussed in the paragraph headed
“Subscription Price” above, we considered that the Placing Price is fair and

reasonable so far as the Independent Shareholders are concerned.
B.  Placing Commission

Pursuant to the Placing Agreement, the Company shall pay the Placing Agent a
placing commission of 2.5% of the aggregate Placing Price in respect of such number
of the Unsubscribed Rights Shares and ES Unsold Rights Shares that have been
successfully placed by the Placing Agent (the “Placing Commission’). As advised by
the Management, the Placing Commission was determined after arm’s length
negotiations between the Placing Agent and the Company and is on normal
commercial terms with reference to the market comparables, the existing financial
position of the Group, the size of the Rights Issue, and the current and expected

market condition.
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As illustrated in Table 4 above, the placing/underwriting commission rate of the
Comparables arranged from 1.74% to 5.0%, with an average of approximately 2.92%
and a median of 2.5%. The Placing Commission falls within the range of the placing/
underwriting commission of the Comparables and is lower than the average of the
placing/underwriting commission rate of the Comparables. Accordingly, we consider
that the Placing Commission is fair and reasonable.

We have also reviewed other major terms of the Placing Agreement, including but not
limited to the payment terms, the conditions and termination clause of the Placing
Agreement (details of which are set out in the Letter from the Board) and we are not aware
of any term which is unusual. As such, we are of the view that the terms of the Placing
Agreement are fair and reasonable so far as the Independent Shareholders are concerned.

In view of the above, we consider that the implementation of the Compensatory
Arrangements is in the interests of the Company and the Shareholders as a whole.

4. Potential dilution effect on the shareholding of the Company

Set out below is the shareholding structure of the Company, assuming there is no
change in the issued share capital of the Company before completion of the Rights Issue
other than the allotment and issue of Rights Shares pursuant to the Rights Issue, (i) as at
the Latest Practicable Date; (ii) immediately upon completion of the Rights Issue assuming
full acceptance of the Rights Shares by the existing Shareholders; (iii) immediately upon
completion of the Rights Issue assuming nil acceptance of the Rights Shares by the
Qualifying Shareholders and none of Unsubscribed Rights Shares and ES Unsold Rights
Shares have been placed by the Placing Agent; and (iv) immediately upon completion of the
Rights Issue assuming nil acceptance of the Rights Shares by the Qualifying Shareholders
and all Unsubscribed Rights Shares and ES Unsold Rights Shares have been placed by the
Placing Agent:

Table 5: Shareholding structure of the Company

As at the Latest

Immediately upon
completion of the Rights
Issue assuming full
acceptance of the Rights
Shares by the existing

Immediately upon
completion of the Rights
Issue assuming nil
acceptance of the Rights
Shares by the Qualifying
Shareholders and none of
Unsubscribed Rights
Shares and ES Unsold
Rights Shares have been
placed by the Placing

Immediately upon
completion of the Rights
Issue assuming nil
acceptance of the Rights
Shares by the Qualifying
Shareholders and all
Unsubscribed Rights
Shares and ES Unsold
Rights Shares have been
placed by the Placing

Practicable Date Shareholders Agent Agent
Number of Number of Number of Number of

Shares % Shares % Shares % Shares %
Controlling Shareholder
Fortune Time 24,975,000 3122 99,900,000 3122 24,975,000 3122 24,975,000 7.80
Public Shareholders
Independent Placees (Note 2) - - - - - - 240,000,000 75.00
Other public shareholders 55,025,000 68.78 220,100,000 68.78 55,025,000 68.78 55,025,000 17.20
Total 80,000,000 100.00 320,000,000 100.00 80,000,000 100.00 320,000,000 100.00
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Notes:

1. The above percentage figures are subject to rounding adjustments. Accordingly, figures shown

as total may not be an arithmetic aggregation of the figures preceding it.

2. This scenario is for illustrative purpose only. The Rights Issue will be made on terms that the
Company will provide for the Shareholders to apply on the basis that if the Rights Shares are
not fully taken up, the application of any Shareholder (except for HKSCC Nominees Limited)
for his/her/its assured entitlement under the Rights Issue will be scaled down to a level which
does not trigger an obligation on part of the relevant Shareholder to make a general offer
under the Takeovers Code in accordance to the note to Rule 10.26(2) of the GEM Listing
Rules.

Pursuant to the Placing Agreement, (i) the Placing Agent and/or its sub-placing agents, who
and whose ultimate beneficial owners shall not be the Shareholder(s) and shall be the
Independent Third Party(ies), shall procure that the Placee(s), who and whose ultimate
beneficial owner(s) shall not be the Shareholder(s) and shall be the Independent Third
Party(ies), to subscribe for any of the Unsubscribed Rights Shares and the ES Unsold Rights
Shares; (ii) none of the Placee(s) and/or its ultimate beneficial owners will become a
Substantial Shareholder of the Company (i.e., holding 10% or more of the total issued shares
of the Company) as a result of the Placing Arrangement; and (iii) the Placing Agent shall and
shall cause its sub-placing agents to procure Placees independent of the Company and its
connected persons to take up such number of Rights Shares as may be necessary to ensure

that the public float requirements under the GEM Listing Rules are complied with.

All Qualifying Shareholders are entitled to subscribe for the Rights Shares. For those
Qualifying Shareholders who take up their provisional allotments in full under the Rights
Issue, their shareholding interests in the Company will remain unchanged upon completion
of the Rights Issue (assuming full acceptance of the Rights Issue). Qualifying Shareholders
who do not accept the Rights Issue entitlements can, subject to the then prevailing market
conditions, consider selling their nil-paid Rights Shares in the market. However, those
Qualifying Shareholders who do not take up the Rights Shares to which they are entitled
and the Excluded Shareholders should note that their shareholdings in the Company will be
diluted upon completion of the Rights Issue and their aggregate shareholding interests in
the Company may be reduced by a maximum of 75.0%.
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Having considered (i) the Rights Issue offers the Qualifying Shareholders an
opportunity to subscribe for the Rights Shares for maintaining their respective existing
shareholding interests in the Company; (ii) the Qualifying Shareholders have the
opportunity to sell their nil-paid Rights Shares in the market if they do not wish to take up
the Rights Issue entitlements; (iii) the reasons for and benefits of the Rights Issue as stated
in the section headed ““2. Background of and reasons for the Rights Issue and proposed use
of proceeds” above; and (iv) the positive impact on the financial position of the Group as
stated in the section headed “5. Financial effects of the Rights Issue” below, we are of the
view that the potential dilution effect on the shareholding interest of the Shareholders (who
decide not to take up their assured entitlements in full) as a result of the Rights Shares, is

justifiable.
5. Financial effects of the Rights Issue
(i) Effect on working capital

According to the 2020 Interim Report, the cash and cash equivalents of the
Group was approximately RMB2.9 million as at 30 June 2020. Upon completion of
the Rights Issue and prior to any repayment of the bank borrowings, the cash position
of the Group will be enhanced by the net proceeds from the Rights Issue, if fully
subscribed, of approximately HK$22.9 million (equivalent to approximately RMB20.2
million). Accordingly, the working capital positions of the Group are expected to be

improved upon completion of the Rights Issue.
(ii) Effect on gearing ratio

Based on the management account of the Company for the nine months ended
30 September 2020 provided by the Management, the Group’s total borrowings and
net assets amounted to approximately RMB105.5 million and approximately RMB61.4
million as at 30 September 2020, and the gearing ratio (calculated as a percentage of
total borrowings over net assets) was approximately 171.8%. According to the Letter
from the Board, the Company intends to apply all the net proceeds from the Rights
Issue, if fully subscribed, of approximately HK$22.9 million (equivalent to
approximately RMB20.2 million) for the repayment of the Borrowings. Assuming the
Rights Issue had been completed on 30 September 2020 and the partial repayment of
the Borrowings of HK$22.9 million (equivalent to approximately RMB20.2 million)
had been done on 30 September 2020, the Group’s pro forma total borrowings and net
assets would be approximately RMB85.3 million and approximately RMB81.6 million,
respectively, and the pro forma gearing ratio of the Group will be improved to
approximately 104.5% upon completion of the Rights Issue and partial repayment of

the Borrowings.
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(iii) Effect on net assets

According to the 2020 Interim Report, net asset attributable to owners of the
Company was approximately RMB70.0 million as at 30 June 2020. Upon completion
of the Rights Issue, the net assets of the Group will be enhanced by the net proceeds
from the Rights Issue, if fully subscribed, of approximately HK$22.9 million. As
such, the Rights Issue is expected to have a positive impact on the financial position
of the Group.

OPINION

Having taken into account the above principal factors and reasons, we consider that
although the Rights Issue is not in the ordinary and usual course of business of the Group, the
terms of the Rights Issue, the Placing Agreement and the transactions contemplated thereunder
are on normal commercial terms and are fair and reasonable so far as the Independent
Shareholders are concerned, and the Rights Issue, the Placing Agreement and the transactions
contemplated thereunder are in the interests of the Company and the Shareholders as a whole.
Accordingly, we recommend the Independent Board Committee to advise, and we ourselves
recommend, the Independent Shareholders to vote in favor of the ordinary resolution to be
proposed at the EGM to approve the Rights Issue, the Placing Agreement and the transactions
contemplated thereunder.

Yours faithfully,
For and on behalf of
Astrum Capital Management Limited
Hidulf Kwan Rebecca Mak
Managing Director Director

Note: Mr. Hidulf Kwan has been a responsible officer of Type 6 (advising on corporate finance) regulated activity under

SFO since 2006 and has participated in and completed various independent financial advisory transactions.

Ms. Rebecca Mak has been a responsible officer of Type 6 (advising on corporate finance) regulated activity under

SFO since 2011 and has participated in and completed various independent financial advisory transactions.
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APPENDIX I FINANCIAL INFORMATION OF THE GROUP

1. SUMMARY OF FINANCIAL INFORMATION

The audited financial information of the Company are disclosed in the annual reports of the
Company for the years ended 31 December 2017 (page 42 to 85), 2018 (page 36 to 88) and 2019
(page 39 to 106), which are published on 21 March 2018, 27 March 2019 and 31 March 2020,
respectively. The unaudited financial information of the Company are disclosed in the quarterly
report of the Company for the three months ended 31 March 2020 (page 2 to 7) and the interim
report of the Company for the six months ended 30 June 2020 (page 5 to 19), which are
published on 14 May 2020 and 13 August 2020 respectively. The above mentioned financial
information is available on the website of the Company at www.wanchengholdings.com and the

website of the Stock Exchange at www.hkexnews.hk:

(a) the annual report of the Company for the year ended 31 December 2017 in relation to
the financial information of the Group for the same year (https://www1.hkexnews.hk/
listedco/listconews/gem/2018/0328/gIn20180328113.pdf);

(b) the annual report of the Company for the year ended 31 December 2018 in relation to
the financial information of the Group for the same year (https://www1.hkexnews.hk/
listedco/listconews/gem/2019/0329/gIn20190329015.pdf);

(c) the annual report of the Company for the year ended 31 December 2019 in relation to
the financial information of the Group for the same year (https://www1.hkexnews.hk/
listedco/listconews/gem/2020/0401/2020040100297 .pdf);

(d) the first quarterly report of the Company for the three months ended 31 March 2020
in relation to the financial information of the Group for the same period (https://
www 1.hkexnews.hk/listedco/listconews/gem/2020/0514/2020051401347.pdf); and

(e) the interim report of the Company for the six months ended 30 June 2020 in relation
to the financial information of the Group for the same period (https://wwwl.
hkexnews.hk/listedco/listconews/gem/2020/0813/2020081301278.pdf).
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2. STATEMENT OF INDEBTEDNESS
Indebtedness

As at the close of business on 30 September 2020, being the latest practicable date for
the purpose of this indebtedness statement, the details of the Group’s outstanding

borrowings were set out as follows:

RMB’000
Secured and unguaranteed bank borrowings (note 1) 84,400
Secured and unguaranteed borrowings (note 2) 21,100
Total bank and other borrowings 105,500
Note:
1. The Group recorded bank borrowings of approximately RMB84.4 million, which were unguaranteed

and secured by the Group’s buildings, right-of-use assets and investment properties.

2. The Group’s other borrowings of approximately RMB21.1 million were secured by the Group’s

machinery and trade receivables.

Save as aforesaid or as otherwise disclosed herein, and apart from intra-group
liabilities, at the close of business on 30 September 2020, the Group did not have any loan
capital issued and outstanding or agreed to be issued, bank overdrafts, loans or other similar
indebtedness, liabilities under acceptances or acceptance credits, debentures, mortgages,

charges, hire purchase commitments, guarantees or other material contingent liabilities.
3.  WORKING CAPITAL STATEMENT

The Directors, after due and careful consideration, are of the opinion that in the absence of
unforeseeable circumstances, after taking into account the estimated net proceeds from the Rights
Issue, its presently available financial resources, including funds internally generated from
operation and the available facilities, the Group will have sufficient working capital for its
operation for at least the next twelve (12) months from the date of this circular.

4. MATERIAL ADVERSE CHANGES

As at the Latest Practicable Date, the Directors were not aware of any material adverse
change in the financial or trading position of the Group since 31 December 2019, being the date
to which the latest published audited consolidated financial statements of the Group were made

up.
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5.  FINANCIAL AND TRADING PROSPECTS OF THE GROUP

As set out in the annual report of the Company for the year ended 31 December 2019, the
outbreak of COVID-19 is expected to contract the global economy even further. The highly
infectious virus, which has led to substantial travel bans and lockdowns across many different
countries worldwide, will deliver a substantial hit to the global economy in the near term, and
will also affect Hong Kong’s and the PRC’s economies severely. The increased global travel
restrictions amid virus infections locally and overseas, mandated immobility due to the
lockdowns has also substantially reduced the PRC’s manufacturing capability, resulting in
significant disruption to global supply chains and worldwide trade, posing a significant threat to
the global economy. Given the unpredictability associated with the development of COVID-19
and any further contingency measures that may be put in place by the relevant governments and
corporate entities, the actual financial impact, if any, on the Group’s future prospects and
financial performances could be significantly different from the forecasts depending on how the
situation evolves, the Group will closely monitor in this regard. Nevertheless, the management of
the Company considers that by the time the COVID-19 is alleviated and becomes controllable,
the global economy will rebound strongly and the Group’s performance will restore order. In
order to maintain the Group’s competitiveness, the Company intends to implement cost reduction
(including the fixed overhead cost and finance costs) and further consolidate its market share in
the tinplate packaging business and to continue to expand domestically by (i) upgrading the
existing production line; (ii) attending certain exhibition for coatings and coating related

products; and (iii) expanding the sales team.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE GROUP

The following is the unaudited pro forma statement of adjusted consolidated net tangible
assets of the Group attributable to owners of the Company as at 30 June 2020 (the “Unaudited
Pro Forma Financial Information”) which has been prepared by the directors of the Company
in accordance with paragraph 7.31 of the Rules Governing the Listing of Securities on GEM of
The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”), with reference to
Accounting Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in
Investment Circulars” (“AG 7) issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA™), and on the basis of the notes set out below for the purpose of
illustrating the effects of the Rights Issue on the unaudited consolidated net tangible assets of the
Group as if the Rights Issue had taken place on 30 June 2020.

The Unaudited Pro Forma Financial Information has been prepared for illustrative purposes
only, and because of its hypothetical nature, it may not give a true picture of the unaudited
consolidated net tangible assets of the Group attributable to owners of the Company had the

Rights Issue been completed as at 30 June 2020 or at any future date.

The following Unaudited Pro Forma Financial Information of the adjusted consolidated net
tangible assets of the Group attributable to owners of the Company is prepared based on the
unaudited condensed consolidated net tangible assets of the Group attributable to owners of the
Company as at 30 June 2020, extracted from the published interim report of the Group for the six
months ended 30 June 2020, with adjustment described below:

Unaudited pro

forma adjusted

consolidated net

Unaudited  tangible assets

Unaudited pro consolidated net  attributable to

Unaudited forma adjusted  tangible assets owners of the
consolidated net consolidated net  attributable to company per
tangible assets Unaudited  tangible assets owners of the share
attributable to estimated net  attributable to Company per immediately
owners of the  proceeds from owners of the share before the after completion
Company as at the Rights Company as at completion of of the Rights
30 June 2020 Issue 30 June 2020 the Rights Issue Issue
RMB’000 RMB’000 RMB’000 RMB RMB
(Note 1) (Note 2) (Note 3) (Note 4)
Based on 240,000,000
Rights Shares at
subscription price of
HK$0.1 per Rights
Share 70,003 20,202 90,205 0.88 0.28
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Notes:

(H

@)

3)

“)

(%)

The unaudited consolidated net tangible assets attributable to owners of the Company as at 30 June 2020
has been extracted from the published interim report of the Company for the six months ended 30 June
2020.

The estimated net proceeds from the Rights Issue is approximately RMB20,202,000 are based on
240,000,000 Rights Shares to be issued at subscription price of HK$0.1 per Rights Share and after
deducting estimated related expenses, including among others, legal and professional fees, which are
directly attributable to the Rights Issue, of approximately RMB970,000 which are converted from HK$ to
RMB at the rate of RMB1=HK$1.1335 as at 30 June 2020.

The unaudited consolidated net tangible assets of the Group per share attributable to the owners of the
Company before the completion of the Rights Issue is determined based on the unaudited consolidated net
tangible assets of the Group attributable to the owners of the Company as at 30 June 2020 of approximately
RMB70,003,000 as disclosed in note 1 above, divided by 80,000,000 Shares of the Company in issue as at
30 June 2020.

The unaudited pro forma adjusted consolidated net tangible assets of the Group after the completion of the
Rights Issue is determined based on the unaudited pro forma adjusted consolidated net tangible assets of the
Group attributable to the owners of the Company as at 30 June 2020 for the Rights Issue of approximately
RMB90,205,000 divided by Shares which comprise 80,000,000 Shares in issue as at 30 June 2020 and
240,000,000 Rights Shares to be issued after the completion of the Rights Issue, assuming that no

outstanding share options of the Company will be exercised.

No adjustment has been made to reflect any trading results or other transactions of the Group subsequent to
30 June 2020.
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Set out below is the text of a letter received from Elite Partners CPA Limited, the
Independent Reporting Accountants to the Board of Directors in respect of the Rights Issue for
the purpose of inclusion in this Circular.

elite
partners

CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors

Wan Cheng Metal Packaging Company Limited
Room B, 12/F, Hang Seng Causeway Bay Building,
28 Yee Wo Street,

Causeway Bay, Hong Kong

Dear Sirs,

We have completed our assurance engagement to report on the compilation of unaudited
pro forma financial information of Wan Cheng Metal Packaging Company Limited (the
“Company’) and its subsidiaries (hereinafter collectively referred to as the “Group’) by the
directors of the Company (“Directors’) for illustrative purposes only. The unaudited pro forma
financial information consists of the unaudited pro forma statement of consolidated net tangible
assets as at 30 June 2020, and related notes (the ‘“Unaudited Pro Forma Financial
Information™) as set out in Appendix II of this Circular issued by the Company. The applicable
criteria on the basis of which the directors have complied the Unaudited Pro Forma Financial

Information are described in Appendix II of this Circular.

The Unaudited Pro Forma Financial Information has been compiled by the Directors to
illustrate the impact of the proposed right issue on the basis of three rights share at the
subscription price of HK$0.1 per rights share (the “Rights Share’’) for every one existing share
held on the record date (the “Rights Issue”) as if the transaction had taken place as at 30 June
2020. As part of this process, information about the unaudited condensed consolidated statement
of financial position of the Group as at 30 June 2020, as extracted by the Directors from the
Company’s condensed consolidated interim financial information for the six months ended

30 June 2020, on which no audit or review report has been published.
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Directors’ Responsibilities for the Unaudited Pro Forma Financial Information

The Directors are responsible for compiling the unaudited Pro Forma Financial Information
in accordance with paragraph 7.31 of the Rules Governing the Listing of Securities on GEM of
The Stock Exchange of Hong Kong Limited (the “GEM Listing Rules”) and with reference to
Accounting Guideline (““AG”) 7 Preparation of Pro Forma Financial Information for Inclusion in
Investment Circulars issued by the Hong Kong Institute of Certified Public Accountants (the
“HKICPA”).

Our Independence and Quality Control

We have complied with the independence and other ethical requirements of the “Code of
Ethics for Professional Accountants” issued by the HKICPA, which is founded on fundamental
principles of integrity, objectivity, professional competence and due care, confidentiality and
professional behavior.

Our firm applies Hong Kong Standard on Quality Control 1 “Quality Control for Firms that
Perform Audits and Reviews of Financial Statements, and Other Assurance and Related Services
Engagements” issued by the HKICPA and accordingly maintains a comprehensive system of
quality control including documented policies and procedures regarding compliance with ethical

requirements, professional standards and applicable legal and regulatory requirements.
Reporting Accountants’ Responsibilities

Our responsibility is to express an opinion, as required by paragraph 7.31(7) of the GEM
Listing Rules, on the Pro Forma Financial Information and to report our opinion to you. We do
not accept any responsibility for any reports previously given by us on any financial information
used in the compilation of the Pro Forma Financial Information beyond that owed to those to

whom those reports were addressed by us at the dates of their issue.

We conducted our engagement in accordance with Hong Kong Standard on Assurance
Engagements 3420 ‘“Assurance Engagements to Report on the Compilation of Pro Forma
Financial Information Included in a Circular” issued by the HKICPA. This standard requires that
the reporting accountants comply with ethical requirements and plan and perform procedures to
obtain reasonable assurance about whether the Directors have compiled the Unaudited Pro Forma
Financial Information in accordance with paragraph 7.31 of the GEM Listing Rules and with
reference to AG 7 issued by the HKICPA.

|
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For purposes of this engagement, we are not responsible for updating or reissuing any
reports or opinions on any historical financial information used in compiling the Unaudited Pro
Forma Financial Information, nor have we, in the course of this engagement, performed an audit
or review of the financial information used in compiling the Unaudited Pro Forma Financial

Information.

The purpose of Unaudited Pro Forma Financial Information included in this Circular is
solely to illustrate the impact of the significant transaction on unaudited consolidated net tangible
assets of the Group as if the transaction had been undertaken at an earlier date selected for
purposes of the illustration. Accordingly, we do not provide any assurance that the actual
outcome of the event or transaction at 30 June 2020 would have been as presented.

A reasonable assurance engagement to report on whether the Unaudited Pro Forma
Financial Information has been properly compiled on the basis of the applicable criteria involves
performing procedures to assess whether the applicable criteria used by the Directors in the
compilation of the Unaudited Pro Forma Financial Information provide a reasonable basis for
presenting the significant effects directly attributable to the event or transaction, and to obtain

sufficient appropriate evidence about whether:
. The related pro forma adjustments give appropriate effect to those criteria; and.

. The Unaudited Pro Forma Financial Information reflects the proper application of

those adjustments to the unadjusted financial information.

The procedures selected depend on the reporting accountants’ judgement, having regard to
the reporting accountants’ understanding of the nature of the Group, the event or transaction in
respect of which the unaudited pro forma financial information has been compiled, and other

relevant engagement circumstances.

The engagement also involves evaluating the overall presentation of the Unaudited Pro

Forma Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a

basis for our opinion.
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Opinion
In our opinion:

(a) the Unaudited Pro Forma Financial Information has been properly compiled by the
Directors on the basis stated;

(b) such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purpose of the Unaudited Pro Forma Financial
Information as disclosed pursuant to paragraph 7.31(1) of the GEM Listing Rules.

Your faithfully,

Elite Partners CPA Limited
Certitied Public Accountants

Hong Kong, 10 November 2020
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the GEM Listing Rules for the
purpose of giving information with regard to the Group. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this circular 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 circular misleading.
2. SHARE CAPITAL AND OPTIONS
(a) Share capital

Assuming there is no change in the issued share capital of the Company from the
Latest Practicable Date to completion of the Rights Issue and full acceptance of the Rights
Shares, the authorised and issued share capital of the Company as at the Latest Practicable

Date were, and immediately following completion of the Rights Issue will be, as follows:

(I) As at the Latest Practicable Date

Nominal

value of

Number of ordinary
Shares Shares

000 HK$°000

Authorised:
Ordinary shares of HK$0.05 each 2,000,000 100,000

Issued and fully paid:
Ordinary shares of HK$0.05 each 80,000 4,000
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(II) Immediately following the completion of the Rights Issue

Nominal
value of
Number of ordinary
Shares Shares
000 HKS$’000
Authorised:
Ordinary shares of HK$0.05 each 2,000,000 100,000
Issued and fully paid:
Ordinary shares of HK$0.05 each 80,000 4,000
Rights Shares to be issued pursuant to the Rights
Issue of HK$0.05 each 240,000 12,000
Shares in issue immediately after completion of
the Rights Issue 320,000 16,000

All the issued Shares rank pari passu with each other in all respects including the

rights as to voting, dividends and return of capital. The Rights Shares to be allotted and

issued will, when issued and fully paid, rank pari passu in all respects with the existing

Shares in issue on the date of allotment of the Rights Shares in fully-paid form.

The Company will apply to the Listing Committee for the listing of and permission to

deal in, the Rights Shares in both their nil-paid and fully-paid forms. No part of the share

capital or any other securities of the Company is listed or dealt in on any stock exchange

other than the Stock Exchange and no application is being made or is currently proposed or

sought for the Shares or Rights Shares or any other securities of the Company to be listed

or dealt in on any other stock exchange.
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(b) Share Options

As at the Latest Practicable Date, there are outstanding Share Options for subscription
of an aggregate of 16,000,000 Shares under the Share Option Scheme. The purpose of the
Share Option Scheme is for the Group to attract, retain and motivate talented participants,
to strive for future developments and expansion of the Group. The Share Option Scheme
shall be an incentive to encourage the participants to perform their best in achieving the
goals of the Group and allow the participants to enjoy the results of the Group attained
through their efforts and contributions. Pursuant to the Share Option Scheme, the Directors
may, as its discretion, offer share options to: (i) any full-time employee and Director
(including executive Director, non-executive Director and independent non-executive
Director) of the Group; and any part time employee with weekly working hours of 10
hours and above of the Group (the “Employee”); (ii) the trustee of any trust (whether
family, discretionary or otherwise) whose beneficiaries or objects include any Employee or
Business Associate (as defined below) of the Group; (iii) any adviser or consultant (in the
areas of legal, technical, financial or corporate management) to the Group (the
“Consultant™); (iv) any provider of goods and/or services to the Group; or (v) any other
person who the Board considers, in its sole discretion, has contributed to the Group (each
of (iii), (iv) and (v) is referred as the “Business Associate’”) to take up the Share Options.
In determining the basis of eligibility of each participant, the Directors would take into
account such factors as the Directors may at its discretion consider appropriate.

Details of the outstanding Share Options as at the Latest Practicable Date were as
follows:

Number of
Share Options
outstanding as

at the Latest Exercise
Practicable Exercisable price per
Category of participants Date of grant Date period share
(HK$)
Executive Directors
Mr. Wang Yun 18 May 2020 800,000 3 years 0.274
Mr. Zou Yonggang 18 May 2020 800,000 3 years 0.274
Independent non-executive
Directors
Ms. Ha Yee Lan Elaine 18 May 2020 800,000 3 years 0.274
Employees of the Company
10 April 2019 6,400,000 10 years 0.78
18 May 2020 5,600,000 3 years 0.274
Consultants of the Company
17 April 2018 800,000 10 years 1.875
(note (i)
10 April 2019 800,000 10 years 0.78

(note (ii))
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Notes:
(1) The share options have been granted to consultant A.
Pursuant to the service agreement entered into the Company and consultant A, consultant A make
use of his connections and networks in finding potential customers for the Company which is
considered as Consultant of the Group in the corporate management area.
Up to the date of this circular, consultant A introduced not less than 10 new customers to the Group.
(ii)  The share options have been granted to consultant B.
Pursuant to the service agreement entered into the Company and consultant B, consultant B make use

of her professional knowledge and experience to monitor and improve the production efficiency for

the Company which is considered as Consultant of the Group in the technical area.

Save as disclosed above, as at the Latest Practicable Date, the Company did not have
any other options, warrants or other convertible securities or rights affecting the Shares and
no capital of any member of the Group is under option, or agreed conditionally or

unconditionally to be put under option as at the Latest Practicable Date.

As at the Latest Practicable Date, there was no arrangement under which future
dividends are waived or agreed to be waived.
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3.

DISCLOSURE OF INTERESTS
(a) Director’s and chief executive’s interests in the Company

As at the Latest Practicable Date, the interests and short positions of the Directors and
chief executive of the Company in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO)
which were notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they are taken or
deemed to have under such provisions of the SFO) or required to be entered in the register
maintained by the Company pursuant to Section 352 of the SFO or which were notified to
the Company and the Stock Exchange pursuant to the required standard of dealings by the
Directors as referred to in Rules 5.46 to 5.67 of the GEM Listing Rules, are as follows:

Long position in the shares of the Company

Number of Approximate

Capacity/Nature Shares held/ percentage of

Name of Director of interest interested in shareholding

Ms. Liang Yingjun (“Ms. Liang”) Interest in spouse 24,975,000 31.22%

(Note 1)

Mr. Wang Yun Beneficial owner 800,000 (Note 2) 1.00%

Mr. Zou Yonggang Beneficial owner 800,000 (Note 2) 1.00%

Ms. Ha Yee Lan Elaine Beneficial owner 800,000 (Note 2) 1.00%
Note:

1. Ms. Liang is the spouse of Mr. Liang Jianxun (“Mr. JX Liang”). Mr. JX Liang beneficially owns
50% of the issued share capital of Fortune Time. By virtue of the SFO, Mr. JX Liang is deemed to
be interested in 24,975,000 shares held by Fortune Time. Therefore, Ms. Liang is deemed to be
interested in the Shares in which Mr. JX Liang is interested in for the purpose of the SFO.

2. Mr. Wang Yun, Mr. Zou Yonggang and Ms. Ha Yee Lan Elaine were granted the options under the
Share Option Scheme of the Company on 18 May 2020 at an exercise price of HK$0.274 per Share
with the exercisable period from 18 May 2020 to 17 May 2023 ( both dates inclusive).

Save as disclosed above, none of the Directors and chief executive of the Company
has any interest or short position in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part XV of the SFO)
which were notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they are taken or
deemed to have under such provisions of the SFO) or required to be entered in the register
maintained by the Company pursuant to Section 352 of the SFO or which were notified to
the Company and the Stock Exchange pursuant to the required standard of dealings by the
Directors as referred to in Rules 5.46 to 5.67 of the GEM Listing Rules.
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(b) Interests and short positions of Substantial Shareholders

As at the Latest Practicable Date, the interests and short positions of Substantial
Shareholders and other persons (not being a Director or chief executive of the Company) in
the shares and underlying shares which were notified to the Company and the Stock
Exchange pursuant to Divisions 2 and 3 of Part XV of the SFO or required to be entered in
the register maintained by the Company pursuant to Section 336 of the SFO were as
follows:

Long positions in shares of the Company

Number of Approximate

Capacity/Nature Shares held/ percentage

Name of interest interested in shareholding

Fortune Time (Note 1) Beneficial owner 24,975,000 31.22%

Mr. JX Liang (Note 1) Interest in a controlled 24,975,000 31.22%
corporation

Ms. Liang Zhimei (Note 1) Interest in a controlled 24,975,000 31.22%
corporation

Mr. Zhang Zhiwei (Note 1) Interest in a controlled 24,975,000 31.22%
corporation

Mr. Luo Yuanying (Note 2) Interest of spouse 24,975,000 31.22%

Ms. Yu Xianghong (Note 3) Interest of spouse 24,975,000 31.22%

Notes:

1. Fortune Time is owned as to 50%, 25% and 25% by each of Mr. JX Liang, Ms. Liang Zhimei and
Mr. Zhang Zhiwei respectively. Each of Mr. JX Liang, Ms. Liang Zhimei and Mr. Zhang Zhiwei is
deemed to be interested in the Shares held by Fortune Time pursuant to the SFO.

2. Mr. Luo Yuanying is the spouse of Ms. Liang Zhimei. Therefore, Mr. Luo Yuanying is deemed to be

interested in the Share in which Ms. Liang Zhimei is interested in for the purpose of the SFO.

3. Ms. Yu Xianghong is the spouse of Mr. Zhang Zhiwei. Therefore, Ms. Yu Xianghong is deemed to
be interested in the Shares in which Mr. Zhang Zhiwei is interested in for the purpose of the SFO.

Save as disclosed above and as at the Latest Practicable Date, the Directors are not
aware of any interests or short positions owned by any persons (other than the Directors or
chief executives of the Company) in the shares or underlying shares of the Company which
were required to be disclosed to the Company under Divisions 2 and 3 of Part XV of the
SFO or which were required to be recorded in the register of the Company required to be
kept under section 336 of the SFO.
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4. DIRECTORS’ INTERESTS IN CONTRACT AND ASSET

As at the Latest Practicable Date, none of the Directors, directly or indirectly, had any
interest in any assets which had since 31 December 2019 (being the date to which the latest
published audited financial statements of the Company were made up) been acquired or disposed
of by or leased to the Group, or were proposed to be acquired or disposed of by or leased to the
Group. As at the Latest Practicable Date, none of the Directors was materially interested in any

subsisting contract or arrangement which is significant in relation to the business of the Group.
5. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed
service contract with any member of the Group which will not expire or be determinable by the

Group within one year without payment of compensation, other than statutory compensation.
6. COMPETING INTEREST

As at the Latest Practicable Date, so far as the Directors are aware of, none of the Directors
or any of their respective associates had any interest in business which competes with or may
compete with the business of the Group or had any other conflict which any person has or may

have with the Group.
7. MATERIAL LITIGATION

As at the Latest Practicable Date, no member of the Group was engaged in any litigation,
claim or arbitration of material importance and there was no litigation, claim or arbitration of
material importance known to the Directors to be pending or threatened against any member of

the Group.
8. MATERIAL CONTRACTS

The following material contracts (not being contracts in the ordinary course of business)
have been entered into by members of the Group within the two years preceding the date of the

Announcement and up to the Latest Practicable Date and are or may be material:

(i)  the Placing Agreement.
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9. EXPERTS AND CONSENTS

The following are the qualification of the experts who have been named in this circular or

have given opinions, letters or advices contained in this circular:

Name Qualification
Elite Partners CPA Certified Public Accountant
Limited
Astrum Capital A corporation licensed to carry out type 1 (dealing in

securities), type 2 (dealing in futures contracts), type 6
(advising on corporate finance) and type 9 (asset
management) regulated activities under the SFO

As at the Latest Practicable Date, the above experts had no shareholding, directly or
indirectly, in the Company or any right (whether legally enforceable or not) to subscribe for or to

nominate persons to subscribe for securities in the Company.

As at the Latest Practicable Date, the above experts had no interest, direct or indirect, in
the promotion of, or in any assets which since 31 December 2019, the date to which the latest
published audited financial statements of the Company were made up, have been acquired or
disposed of by or leased to, the Company, or are proposed to be acquired or disposed of by or
leased to the Company.

As at the Latest Practicable Date, the above experts had given and had not withdrawn their
written consent to the issue of this circular, with the inclusion of the references to their name

and/or their opinion or report in the form and context in which they are included.
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10. CORPORATE INFORMATION AND PARTIES INVOLVED IN THE RIGHTS ISSUE

Executive Directors

Independent non-executive

Directors

Mr. Liang Junqgian (Chairman)

No. 1, Xiangping Street

Ronggui Avenue, Shunde District
Foshan City, Guangdong, The PRC

Mr. Chan Kit Lung Andy
(Chief Executive Officer)
G/F, Aegean Villa House 1
5 Silver Cape Road, Silverstrand
Clear Water Bay, Kowloon, Hong Kong

Ms. Liang Yingjun

No. 1, Xiangping Street

Ronggui Avenue, Shunde District
Foshan City, Guangdong, The PRC

Mr. Wang Yun

No. 14, Dade Yiheng Road,
Chikan District, Zhanjiang City
Guangdong Province, The PRC

Mr. Zou Yonggang

Room 206, Tower 2, Zixin Garden
No. 128, Guiyuan Road, Xixiang
Baoan District, Shenzhen, The PRC

Mr. Wong Sui Chi
Flat E, 18/F, Block 5
Ocean Shores, Tseung Kwan O

New Territories, Hong Kong

Ms. Ha Yee Lan Elaine
G-2/F, House 98, 157 Kam Sheung Road
Season Palace, Kam Tin Yuen Long, Hong Kong

Mr. Wu Chi King
Room F, 19/F, Block 7
Nan Fung Sun Chuen
Quarry Bay, Hong Kong
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Authorised representatives Mr. Chan Kit Lung Andy
G/F, Aegean Villa House 1
5 Silver Cape Road, Silverstrand
Clear Water Bay, Kowloon, Hong Kong

Mr. Chiu Wai Yip Raymond

Room B, 12/F, Hang Seng Causeway
Bay Building, 28 Yee Wo Street
Causeway Bay, Hong Kong

Company secretary Mr. Chiu Wai Yip Raymond
Room B, 12/F, Hang Seng Causeway
Bay Building, 28 Yee Wo Street
Causeway Bay, Hong Kong

Registered office PO Box 1350
Clifton House
75 Fort Street
Grand Cayman KY1-1108
Cayman Islands

Headquarter and principal No. 3 Huada Road
place of business Hi-tech Industrial Development Zone
in the PRC Ronggui Street, Shunde District
Foshan City, Guangdong Province
PRC
Principal place of business Room B, 12/F
in Hong Kong Hang Seng Causeway Bay Building

28 Yee Wo Street

Causeway Bay

Hong Kong
Principal share registrar Ocorian Trust (Cayman) Limited
and transfer office in PO Box 1350
the Cayman Islands Clifton House

75 Fort Street
Grand Cayman KY1-1108
Cayman Islands
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Branch share registrar
and transfer office in

Hong Kong

Principal bankers

Auditors

Stock code
Company’s website

Placing Agent to the Company

Independent Financial Adviser to
the Independent Board
Committee and the Independent
Shareholders

Legal advisers to the Company as

to Hong Kong laws

Financial adviser to the Company

Computershare Hong Kong Investor
Services Limited

Shops 1712-1716, 17/F

Hopewell Centre

183 Queen’s Road East

Wan Chai

Hong Kong

Guangdong Shunde Rural Commercial
Bank Company Limited, Ronggui Branch

No. 208 Guizhou Avenue

Ronggui, Shunde District

Foshan City

Guangdong Province

PRC

Elite Partners CPA Limited
Certified Public Accountants
10/F., 8 Observatory Road
Tsim Sha Tsui

Hong Kong

8291
www.wanchengholdings.com

Sorrento Securities Limited
11/F, The Wellington, 198 Wellington Street
Central, Hong Kong

Astrum Capital Management Limited
Room 2704, 27/F

Tower 1, Admiralty Centre

18 Harcourt Road, Admiralty, Hong Kong

TANG TSO & LAU Solicitors

Room 209, 2/F, China Insurance Group
Building, 141 Des Voeux Road Central
Hong Kong

Kingsway Capital Limited

7/F, Tower One Lippo Centre, 89 Queensway
Hong Kong
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11.

PARTICULARS OF THE DIRECTORS AND SENIOR MANAGEMENT OF THE
COMPANY

Executive Directors

Mr. Liang Junqian, aged 72, is the Chairman of the Board and an executive Director.
He is responsible for the overall strategic development and planning, and customer
relationship management of the Group. Mr. Liang has over 13 years of experience in the
tinplate packaging industry and around 19 years of experience in paint and coatings
industry. He served as a director of Foshan City Shunde Wancheng Metal Packaging
Company Limited (“Wancheng Shunde”), the PRC operating subsidiary of the Company
since December 2003. He is the father of Mr. Liang Jianxun and a brother of Mr. Liang

Juncheng, a former executive director.

Mr. Chan Kit Lung Andy, aged 39, is an executive Director since May 2016.
Mr. Chan is mainly responsible for the strategic development and overall management of
the business operations and compliance functions of the Group. Since joining the Group, he
has been involved in the making of strategic development plans of the Group by using his
business network and expertise in the field of chemical products to provide insights on the
trend of the customers’ paint and coatings industry and analysis on the customers’ needs on
the paint and coatings packaging product. Before joining the Group, Mr. Chan was a
director of a company which was incorporated in the United Kingdom and principally
engaged in the trading of cosmetics from June 2010 to January 2013. Mr. Chan received a
bachelor degree of science in chemistry from University College London in the United
Kingdom in August 2003 and a master degree of science in chemical research from Queen
Mary and Westfield College (currently known as Queen Mary University of London) in the
United Kingdom in November 2005. Mr. Chan has been a member of the Royal Society of
Chemistry in the United Kingdom since April 2016. Mr. Chan has also been President of
the Hong Kong Industrial and Commercial Association Youth Link since March 2015.

Ms. Liang Yingjun, aged 39, currently services as the general manager of Wancheng
Shunde. She has years of experience in banking, insurance and property development

industry. She is the spouse of Liang Jianxun.

Mr. Wang Yun, aged 41, has over 19 years of management experience in different
industries, of which held a managerial position in a sizable manufacturing company in the
People’s Republic of China for 10 years. He is experienced in sales and marketing and
quality control management.

Mr. Zou Yonggang, aged 37, has over 12 years of working experience in the
manufacturing industry. He was responsible for the overall management and supervision of
the manufacturing process including but not limited to implementation of total quality

management and cost control strategies.

- III-12 —



APPENDIX III GENERAL INFORMATION

12.

Independent non-executive Directors

Mr. Wong Sui Chi, aged 52, is an independent non-executive Director since February
2017. He is also the chairman of the audit committee and a member of each of the
remuneration committee and nomination committee. Mr. Wong has over 20 years of finance
and accounting experience. He has been serving as the financial controller of a company
which is principally engaged in retailing and wholesaling of eyewear products since March
2012. He has also been serving as an independent non-executive director of BCI Group
Holdings Limited (a company listed on the Stock Exchange (stock code: 8412)) since
March 2017. Mr. Wong was an independent non-executive director of U Banquet Group
Holding Limited (a company listed on the Stock Exchange (stock code: 1483)) from
November 2013 to October 2016. He was also an independent non-executive director of
Legend Strategy International Holdings Group Company Limited (a company listed on the
Stock Exchange (stock code: 1355)) from December 2012 to July 2015. Mr. Wong received
a bachelor degree in accountancy from the City Polytechnic of Hong Kong (currently
known as City University of Hong Kong) in November 1991, a master degree of science in
financial management from the University of London in December 2003 and a certificate in
taxation and accounting in PRC from The Hong Kong Polytechnic University China
Business Centre in August 2004. Mr. Wong has been a member of the Hong Kong Institute
of Certified Public Accountants since April 2008 and an associate of the Institute of

Chartered Accountants in England and Wales since July 2008.

Ms. Ha Yee Lan Elaine, aged 34, has over 10 years of management experience in
service industries, of which held a managerial position in a sizable company in Hong Kong
over 8 years. She is experienced in sales and marketing, inventory management and quality

control management.

Mr. Wu Chi King, aged 38, received a Bachelor of Computer Science from Monash
University and is a certified public accountant of Certified Public Accountant Australia. He
has accumulated extensive experience in finance and accounting by working in various

listed and sizable companies in Hong Kong.
Company Secretary

Mr. Chiu Wai Yip Raymond, aged 43, was appointed as a company secretary in
October 2017. is the company secretary of the Group. He is a member of the Hong Kong
Institute of Certified Public Accountants and an associate of the Association of Chartered

Certified Accountants.
EXPENSES

The expenses in connection with the Rights Issue and the Placing Arrangement, including

professional fees, printing, registration, translation, legal and accounting fees, are estimated to be

approximately HK$1.10 million in maximum, and are payable by the Company.
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13. MISCELLANEOUS

(1)

(i1)

(ii)

The company secretary of the Company is Mr. Chiu Wai Yip Raymond.

As at the Latest Practicable Date, there was no restriction affecting the remittance of
profit or repatriation of capital of the Company into Hong Kong from outside Hong
Kong.

The English text of this circular and the accompanying form of proxy shall prevail
over the respective Chinese text in the case of inconsistency.

14. DOCUMENTS FOR INSPECTION

Copies of the following documents are available for inspection during normal business

hours in any weekday (excluding Saturdays, Sundays and public holidays) at the office of the

Company at Room B, 12/F, Hang Seng Causeway Bay Building, 28 Yee Wo Street, Causeway

Bay, Hong Kong from the date of this circular up to and including the date of the EGM:

(1)

(ii)

(iii)

(iv)
(v)

(vi)

(vii)

the memorandum and articles of association of the Company;

the annual reports of the Company for the three (3) years ended 31 December 2017,
2018 and 2019;

the first quarterly report of the Company for the three (3) months ended 31 March
2020;

the interim report of the Company for the six (6) months ended 30 June 2020;
the letter from the Board, the text of which is set out on pages 7 to 30 of this circular;

the letter from the Independent Board Committee, the text of which is set out on page
31 of this circular;

the letter from the Independent Financial Adviser, the text of which is set out on
pages 32 to 60 of this circular;

(viii) the letter issued by the reporting accountants regarding the unaudited pro forma

(ix)

(x)

(x1)

(xii)

financial information of the Company as set out in appendix II of this circular;

the written consents referred to in the paragraph headed “9. Experts and Consents™ in
this appendix;

the material contracts referred to in the paragraph headed ‘““8. Material contracts’ in
this appendix;

the Optionholder’s Undertakings; and

this circular.
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NOTICE OF EGM

Wan Cheng Metal Packaging Company Limited
ERNEBEEEBRAD T

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 8291)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the shareholders
of Wan Cheng Metal Packaging Company Limited (the “Company”) will be held at Portion 2,
12/F, The Center, 99 Queen’s Road Central, Central, Hong Kong on Tuesday, 1 December 2020
at 11:00 a.m. to consider and, if thought fit, to pass with or without amendments the following

ordinary resolution (unless otherwise indicated, capitalised terms used in this notice shall have

the same meanings as those defined in the circular of the Company dated 10 November 2020 (the

“Circular”™)):

ORDINARY RESOLUTION

“THAT conditional upon the Listing Committee of The Stock Exchange of Hong Kong

Limited granting or agreeing to grant and not having revoked the listing of and permission to
deal in the Rights Shares (as defined below):

(a)

the issue by way of rights (the “Rights Issue”) of no more than 240,000,000 new
ordinary shares of HK$0.05 each (the “Shares’) in the share capital of the Company
(“Rights Shares”) at the subscription price of HK$0.10 per Rights Share on the basis
of every three (3) Rights Shares for every one (1) existing Share of the Company held
by the shareholders (the “Qualifying Shareholders’) of the Company whose names
appear on the register of members of the Company as at the close of business on 11
December 2020 (or such other date as may be determined by the directors of the
Company (the “Directors”)) (the “Record Date’’) other than those shareholders (the
“Excluded Shareholders”) of the Company whose addresses as shown on the register
of members of the Company are outside Hong Kong, whom the Directors, based on
legal advice provided by legal advisers in the relevant jurisdictions, consider it
necessary or expedient to exclude from the Rights Issue, 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 that place, and substantially on the terms and
conditions set out in the Circular (a copy of which marked “A” is produced to the
meeting and initialled by the chairman of the meeting for the purpose of
identification) and such other terms and conditions as may be determined by the
Directors, be and is hereby approved;
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(b)

(c)

(d)

the placing agreement dated 18 September 2020 (as amended and supplemented by a
supplemental placing agreement dated 16 October 2020) entered into between the
Company and Sorrento Securities Limited (“Placing Agreement’) in relation to the
placing of the Unsubscribed Rights Shares and the ES Unsold Rights Shares on a best
effort basis (a copy of the Placing Agreement marked “B” is produced to the meeting
and initialled by the chairman of the meeting for the purpose of identification), and
the transactions contemplated thereunder, be and are hereby approved, confirmed and

ratified;

the board of Directors (the “Board”) or a committee thereof be and is/are hereby
authorised to allot and issue the Rights Shares pursuant to or in connection with the
Rights Issue notwithstanding that the same may be offered, allotted or issued
otherwise than pro-rata to the Qualifying Shareholders and, in particular, the Board
may make such exclusions or other arrangements in relation to the Excluded
Shareholders as it may deem necessary or expedient having regard to the legal
restrictions under the laws of, or the requirements of the relevant regulatory body or

stock exchange in, any territory outside Hong Kong; and

any one or more Directors be and is/are hereby authorised to take such actions, do all
such acts and things and execute all such further documents or deeds as he/they may,
in his/their absolute discretion, consider necessary, appropriate, desirable or expedient
for the purpose of, or in connection with, the implementation of or giving effect to or
the completion of any matters relating to the Rights Issue, the Placing Agreement, and
the transactions contemplated thereunder.”

Yours faithfully
For and on behalf of the Board of
Wan Cheng Metal Packaging Company
Liang Junqian
Chairman and Executive Director

Hong Kong, 10 November 2020

Notes:

()

(i)

Any shareholder of the Company entitled to attend and vote at the meeting is entitled to appoint one or more

proxies to attend and to vote instead of him. A proxy need not be a shareholder of the Company.

For the purpose of determining the entitlement of any shareholder of the Company to attend and vote at the

meeting, the register of members of the Company will be closed from Wednesday, 25 November 2020 to Tuesday,

1 December 2020 (both days inclusive), during which period no transfer of shares will be registered. In order to

qualify for attending and voting at the meeting, all transfer documents accompanied by the relevant share

certificates must be lodged for registration with the Company’s branch share registrar and transfer office in Hong

Kong, Computershare Hong Kong Investor Services Limited, at Rooms 1712-1716, 17/F, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong, by 4: 30 p.m. on Tuesday, 24 November 2020.
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(iii)

(@iv)

v)

(vi)

(vii)

Where there are joint holders of any share, any one of such joint holders may vote, either in person or by proxy, in
respect of such share as if he were solely entitled thereto, but if more than one of such joint holders be present at
the meeting, the vote of the senior who tenders a vote, whether in person or by proxy, shall be accepted to the
exclusion of the votes of the other joint holders, and for this purpose seniority shall be determined by the order in

which the names stand in the register of members in respect of the joint holding.

In order to be valid, the proxy form, together with the power of attorney or other authority, if any, under which it
is signed or a notarially certified copy of such power or authority, must be deposited at the Company’s branch
share registrar and transfer office in Hong Kong, Computershare Hong Kong Investor Services Limited, at 17M
Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, not less than 48 hours before the time
appointed for holding the extraordinary general meeting or any adjournment thereof. Completion and return of the

proxy form will not preclude members from attending and voting in person at the meeting.

The Meeting is expected to last for less than half a day. Members (in person or by proxy) attending the Meeting
are responsible for their own transportation and accommodation expenses. Members or their proxies attending the

Meeting shall present their identity certifications.

If Typhoon Signal No. 8 or above, or a “black” rainstorm warning is in effect any time after 8:00 a.m. on the date
of the EGM, the EGM will be postponed. The Company will post an announcement on the websites of the
Company at www.wanchengholdings.com and the GEM at www.hkgem.com to notify Shareholders of the date,

time and place of the rescheduled meeting.

Any voting at the meeting shall be taken by poll.

As at the date of this notice, the executive Directors are Mr. Liang Junqian, Mr. Chan Kit

Lung Andy, Ms. Liang Yingjun, Mr. Wang Yun and Mr. Zou Yonggang and the independent

nonexecutive Directors are Mr. Wong Sui Chi, Ms. Ha Yee Lan Elaine and Mr. Wu Chi King.

This notice, for which the Directors collectively and individually accept full responsibility,

includes particulars given in compliance with the GEM Listing Rules for the purpose of giving

information with regard to the Company. The Directors, having made all reasonable enquiries,

confirm that, to the best of their knowledge and belief, the information contained in this notice 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 notice misleading.

This notice will remain on the ‘“Latest Company Announcements” page of the GEM

website at www.hkgem.com for at least 7 days from the date of its posting and on the Company’s

website at http://www.wanchengholdings.com.
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