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If you are in any doubt about this prospectus, you should consult your stockbroker, bank manager, solicitor, professional
accountant or other professional advisers.

Infinity Chemical Holdings Company Limited
ERICIERBR QT

(Incorporated in the Cayman Islands with limited liability)

LISTING ON THE MAIN BOARD OF
THE STOCK EXCHANGE OF HONG KONG LIMITED
BY WAY OF
PLACING AND PUBLIC OFFER

Number of Offer Shares 125,000,000 Shares
Number of Public Offer Shares 12,500,000 Shares (subject to
re-allocation)
Number of Placing Shares : 112,500,000 Shares (subject to
re-allocation)

Not more than HK$0.75 per Offer Share,
and expected to be not less than
HK$0.585 per Offer Share (payable in
full on application in Hong Kong
dollars, subject to refund, plus
brokerage of 1%, SFC transaction levy
of 0.004% and Stock Exchange trading
fee of 0.005%)

HK$0.01 per Share

640

Offer Price

Par value
Stock code

Joint Sponsors

D kBEEETHERAT % & A
SinoPac Securities (Asia) Limited H A I TO N G

Joint Bookrunners and Joint Lead Managers

D xas@sEHARAT PRY-LiS b E o L

SinoPac Securities (Asia) Limited ST STANeTT GrotE SUN HUNG KAI FINANCIAL

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities
Clearing Company Limited take no responsibility for the contents of this prospectus, make no representation as to its
accuracy or completeness, and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents delivered to
the Registrar of Companies in Hong Kong” in Appendix VI to this prospectus, has been registered by the Registrar of
Companies in Hong Kong as required by section 342C of the Companies Ordinance, Chapter 32 of the Laws of Hong Kong.
The Securities and Futures Commission of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility
for the contents of this prospectus or any of the other documents referred to above.

The Offer Price is expected to be fixed by an agreement between the Joint Bookrunners (on behalf of the Underwriters) and
the Company on the Price Determination Date. The Price Determination Date is expected to be at or around 5:00 p.m. (Hong
Kong Time) on or about Tuesday, 3 August 2010 or such later date as may be agreed between the parties, and in any event
no later than Wednesday, 4 August 2010. The Offer Price will be not more than HK$0.75 per Offer Share and is currently
expected to be not less than HK$0.585 per Offer Share, unless otherwise announced. Applicants for the Public Offer Shares
are required to pay, on application, the maximum Offer Price of HK$0.75 for each Offer Share together with 1% brokerage,
0.004% SFC transaction levy and 0.005% Stock Exchange trading fee, subject to refund if the Offer Price as finally
determined is lower than HK$0.75.

If, for whatever reason, the Offer Price is not agreed on or before Wednesday, 4 August 2010 between the Company and the
Joint Bookrunners (on behalf of the Underwriters), the Share Offer will lapse and will not proceed.

The obligations of the Underwriters under the Underwriting Agreements to subscribe for, and/or to procure applicants for
the subscription for, the Offer Shares, are subject to termination by the Joint Bookrunners (on behalf of the Underwriters),
if certain grounds arise prior to 8:00 a.m. on the Listing Date. Such grounds are set out in the paragraph headed “Grounds
for termination” in the section headed “Underwriting” in this prospectus. It is important that you refer to that section for
further details.
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EXPECTED TIMETABLE (Note D

An announcement will be issued in Hong Kong to be published in The Standard (in
English) and Hong Kong Economic Times (in Chinese) if there is any change to the following

expected timetable.

Latest time to complete electronic applications under
HK eIPO White Form service through the designated
website www.hkeipo.hk™°'® 2 11:30 a.m. on
Tuesday, 3 August 2010

Application lists of the Public Offer open ™N°'* 2 . .. ... ... ... ..... 11:45 a.m. on
Tuesday, 3 August 2010
Latest time to lodge WHITE and YELLOW Application Forms. . ......... 12:00 noon on

Tuesday, 3 August 2010

Latest time for giving Electronic Application Instructions
to HKSCC MNote 3 12:00 noon on
Tuesday, 3 August 2010

Latest time to complete payment of HK eIPO White Form
applications by effecting internet banking transfer(s)
) ot 12:00 noon on

Tuesday, 3 August 2010

or PPS payment transfer(s

Application lists of the Public Offer close. ... ........ ... ... ... ..... 12:00 noon on
Tuesday, 3 August 2010

Expected Price Determination Date ™' .. ... ... ... .. at or before 5:00 p.m. on

Tuesday, 3 August 2010

Announcement of the final Offer Price, indication of the
levels of interest in the Placing, the basis of allocation and
the results of applications of the Public Offer Shares
to be published in The Standard (in English) and
Hong Kong Economic Times (in Chinese) on or before . .. .. Wednesday, 11 August 2010



EXPECTED TIMETABLE (Note D

Announcement of the results of allocations (with successful
applicants’ identification document numbers, where applicable)
to be available through a variety of channels including the
Company’s website at www.infinitychemical.com,
the website of the Stock Exchange at www.hkex.com.hk
and the website of Tricor Investor Services Limited
at www.tricor.com.hk/ipo/result as described under
the paragraph headed “Publication of results” in the section
headed “How to apply for the Public Offer Shares”
in this prospectus on or before. . ... ................... Wednesday, 11 August 2010

Despatch/collection of e-Auto Refund payment instructions
and refund cheques in respect of wholly or partially
successful applications if the final Offer Price
is less than the price payable on application (if applicable)
and wholly or partially unsuccessful applications pursuant
to the Public Offer on or before Notes 67 &9 | Wednesday, 11 August 2010

Despatch/collection of Share certificates on
or before (Notes 6 7 & &) L. Wednesday, 11 August 2010

Dealings in the Shares on the Stock Exchange expected to

COMMENCE O o v vt e vt e e e e e e e e e e e e et e e e e e e Thursday, 12 August 2010
Notes:
1. All times refer to Hong Kong local times and dates.
2. If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong

Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, 3 August 2010, the application lists will not
open and close on that day. See the paragraph headed “Effect of bad weather on the opening of the application
lists” under the section headed “How to apply for the Public Offer Shares” in this prospectus.

3. Applicants who apply for the Public Offer Shares by giving Electronic Application Instructions to HKSCC
should refer to the section headed “How to apply for the Public Offer Shares — How to apply by giving
Electronic Application Instructions to HKSCC” in this prospectus.

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

5. The Price Determination Date is expected to be at or before 5:00 p.m. on Tuesday, 3 August 2010 (Hong Kong
time) and in any event no later than Wednesday, 4 August 2010. If, for any reason, the Offer Price is not agreed
on or before Wednesday, 4 August 2010 between the Company and the Joint Bookrunners (on behalf of the
Underwriters), the Share Offer will not proceed and will lapse accordingly.

6. Share certificates for the Public Offer Shares are expected to be issued on or before Wednesday, 11 August
2010 but will only become valid certificates of title at 8:00 a.m. on Thursday, 12 August 2010 if (i) the Share
Offer has become unconditional in all respects; and (ii) the Public Offer Underwriting Agreement has not been
terminated in accordance with its terms.
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EXPECTED TIMETABLE (Nete D

7. If you have applied on WHITE Application Form or through HK eIPO White Form service for 1,000,000
Public Offer Shares or more and you have indicated in your Application Form that you wish to collect your
refund cheque (where relevant) and share certificate (where relevant) personally, you may collect your refund
cheque (where relevant) and your share certificate (where relevant) from the Company’s Hong Kong branch
share registrar, Tricor Investor Services Limited from 9:00 a.m. to 1:00 p.m. on Wednesday, 11 August 2010
or any other day that the Company publishes in the newspaper as the date of despatch of share
certificates/e-Auto Refund payment instructions/refund cheques. If you are an individual who opts for personal
collection, you must not authorise any other person to make collection on your behalf. If you are a corporate
applicant which opts for personal collection, you must attend by your authorised representative bearing a letter
of authorisation from your corporation stamped with your corporation’s chop. Both individuals and authorised
representatives (if applicable) must produce, at the time of collection, evidence of identity acceptable to the
Company’s Hong Kong branch share registrar. If you have applied on YELLOW Application Form for
1,000,000 Public Offer Shares or more, you may collect your refund cheque, if any, in person but may not elect
to collect your share certificate personally, which will be deposited into CCASS for the credit of your
designated CCASS participants’ stock accounts or CCASS investor participants’ stock accounts, as
appropriate. The procedures for collection of refund cheques for YELLOW Application Form applicants are
the same as those for WHITE Application Form applicants.

8. Uncollected share certificates and refund cheques (if any) will be despatched by ordinary post at the
applicant’s own risk to the address specified in the relevant Application Form. For further information, you
should refer to the paragraph headed “Despatch/collection of share certificates, e-Auto Refund payment
instructions and refund cheques” under the section headed “How to apply for the Public Offer Shares” in this
prospectus.

9. e-Auto Refund payment instructions/refund cheques will be despatched in respect of wholly or partially
unsuccessful applications and in respect of successful applications if the final Offer Price is less than the
maximum Offer Price of HK$0.75 per Offer Share.

For details of the structure of the Share Offer, including its conditions, please refer to the

section headed “Structure of the Share Offer” in this prospectus.
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SUMMARY

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

There are risks associated with any investment. Some of the particular risks in
investing in the Offer Shares are set out in the section headed “Risk factors” in this
prospectus. You should read that section carefully before you decide to invest in the Offer
Shares.

OVERVIEW

The Group is principally engaged in the production, sale and development of adhesives
and primers and the distribution of hardeners, which are widely used by the Group’s customers
in the process of footwear manufacturing in the PRC and Vietnam. During the Track Record

Period, the geographical breakdown of the Group’s turnover is shown as follows:

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
HK$'000 % HK$'000 % HK$'000 % HK$000 % HK$000 %
(unaudited)
PRC 156,427 717 201,197  69.9 172,012 643 63,6001  66.7 50,508  57.9
Vietnam 61,700  28.3 86,611  30.1 95,567 357 31,697 333 36,712 42.1
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220 100.0

Adhesives are used for bonding all components of footwear including outsoles, insoles
and uppers. Primers are used in the pretreatment of footwear components prior to the
application of adhesives. Hardeners, being a curing agent, are used by mixing with adhesive
for controlling or promoting the curing action of adhesive. The Directors believe that
adhesives, primers and hardeners, being key production materials for footwears, are applied in
different stages during the footwear manufacturing process, and the quality of which may have
critical influence on the quality of footwears.



SUMMARY

The breakdown of the Group’s turnover during the Track Record Period by product types

is shown as follows:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$’000 % HK$ 000 % HKS$'000 % HK$’000 % HKS$’000 %
(unaudited)
Adhesives 116,567 534 161,852 563 150973 564 52242 548 48994  56.2
Primers 54883 252 71,081 247 68,741 257 24470 257 24251 278
Hardeners 447752 205 49918 173 44862 168 17,707 186 13,631 156
Others (Note) 1,925 09 4957 1.7 3,003 1.1 879 0.9 344 0.4
Total 218,127 100.0 287,808 100.0 267,579 100.0 95298 100.0 87,220 100.0

Note: Sale of raw materials, and sale of adhesives and primers produced and sold by the Group under OEM
basis.

The breakdown of the Group’s turnover during the Track Record Period by product brands
is shown as follows:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$000 % HKS$’000 % HKS$'000 % HK$'000 % HKS$’000 %
(unaudited)

“ZHONG BU” 171,450  78.6 232933 809 219,714 821 76,712 805 73,245 84.0

“IRODUR” 44752 205 49918 174 44862 168 17,707 186 13,631  15.6
Others (Note) 1,925 0.9 4,957 1.7 3,003 1.1 879 0.9 344 0.4
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220 100.0

Note: Sale of raw materials, and sale of adhesives and primers produced and sold by the Group under OEM
basis.

During the Track Record Period, except for the adhesives and primers produced and sold
by the Group under OEM basis, the Group marketed and sold its adhesives and primers under
its own brand “Zhong Bu” (“d1#(”). The Directors believe that such brand is well recognized
by its customers. Most of the Group’s customers are footwear manufacturers engaged in the
production of footwears for footwear suppliers. Pou Chen Group, the largest customer of the
Group during the Track Record Period, has more than 17 years of business relationship with

the Group.
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The Directors consider that it is a common practice in the footwear manufacturing
industry that most of the footwear suppliers will provide their respective footwear
manufacturers with an internal list of approved production material suppliers and only limited
number of footwear suppliers will have formal approval notification issued to production
material suppliers for such recognition. As at the Latest Practicable Date, the Group had
received formal approval notifications from three footwear suppliers in approving the Group
as one of the approved adhesive material suppliers. The Directors understand that in general,
each such approved internal list contains around five adhesive material suppliers. Except for
such recognition process performed by the footwear suppliers, there is no direct business
dealing between the Group and the footwear suppliers.

The Group also produces and sells adhesives and primers under brands of third parties on
OEM basis to customers in the PRC. Such customers resell the adhesives and primers under
their own brands. The revenue derived from those customers represents less than 1% of the
Group’s total turnover during the Track Record Period. The following table shows a breakdown
of the Group’s turnover during the Track Record Period by customer types:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$'000 % HK$ 000 % HKS$'000 % HK$’000 % HKS$’000 %
(unaudited)

Footwear
manufacturer 204,255  93.6 259,665 90.2 247,171 924 85,750  90.0 81,023  92.9
PRC distributor” 13,872 6.4 25863 9.0 19,660 7.3 9,167 9.6 5,877 0.7

Others"” - - 2280 08 748 03 381 04 320 04
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220  100.0
Notes:

1. This refers to the sale to the PRC distributor which has entered into a distribution agreement with Group

for the distribution of the Group’s adhesive and primer under the Group’s own brand “Zhong Bu” and
hardener under third party’s brand “IRODUR” hardener products in the PRC. Details of which are set
out under the paragraph headed “Customers” under the section headed “Business” in this prospectus.

2. Production and sale of adhesive related products on OEM basis for footwear adhesive manufacturers.

The Group has entered into a technical support agreement with No-Tape Japan for the
provision of technical assistance by No-Tape Japan to the research and development of the
Group. For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, the royalty fee paid by the Group to No-Tape Japan accounted for approximately
HK$2.29 million, HK$3.34 million, HK$3.31 million and HK$0.96 million respectively, and
(i) the turnover attributable to the products solely developed by the methodologies and
formulas provided by No-Tape Japan accounted for approximately 42.6%, 21.5%, 4.5% and
6.7% of the Group’s total turnover respectively; and (ii) the turnover of the Group attributable
to the products jointly developed by the Group and No-Tape Japan accounted for

_3_
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approximately nil, 23.9%, 42.9% and 54.4% of the Group’s total turnover respectively. Details
of the technical support agreement between the Group and No-Tape Japan and the royalty fee
paid to No-Tape Japan are set out in the paragraph headed “Research and development” in the

section headed “Business” in this prospectus.

The Group is an exclusive distributor of a series of hardener products namely “IRODUR”
in Hong Kong, Macau, the PRC, Taiwan and Vietnam, which is described more particularly in
the paragraph headed “Suppliers” in the section headed “Business” in this prospectus. Revenue
derived from the distribution of “IRODUR” hardener products accounted for approximately
20.5%, 17.3%, 16.8% and 15.6% of the Group’s total turnover for each of the three years ended
30 September 2009 and the four months ended 31 January 2010 respectively. The Group’s
distribution right of “IRODUR” hardener products is derived from various distribution
agreements. Pursuant to such agreements, the supplier of “IRODUR” hardener products has the
right to terminate the distribution agreements by giving notice to the Group in the event of any
breach of any provision of the distribution agreements which have not been remedied by the

Group within 30 days after notification.

In early 2009, the Group successfully developed its Vulcanized Shoes Adhesive Related
Products, a new product specifically developed for the manufacture of vulcanized shoes, being
a new market in the footwear adhesive industry to the Group. In such regard, the Directors
believe that the Vulcanized Shoes Adhesive Related Products will have room to compete in the
vulcanized shoes market and provide the Group with new business opportunity. In anticipation
of such business opportunity, the Group plans to focus on the development and marketing of
its Vulcanized Shoes Adhesive Related Products and expansion of its production facilities and

marketing and technical services team in this regard.

To the Directors’ best knowledge and understanding, the application of the traditional
adhesive products on the production of vulcanized shoes is not satisfactory, and in the past, the
vulcanized shoes manufacturers used their self-refined solvent-based adhesives on the
production of vulcanized shoes, which cannot meet all the requirements of the production of
vulcanized shoes neither. Currently the Vulcanized Shoes Adhesive Related Products can meet
the requirements of the production of vulcanized shoes, and it is water-based in nature and
environmental friendly. In view of the above, the Directors consider that there is no direct
competition between Traditional Adhesive Related Products and Vulcanized Shoes Adhesive
Related Products. Details of the Directors’ view on the characteristics of the market of
Vulcanized Shoes Adhesive Related Products are set out in the paragraph headed “Strategies
and future plans — Promotion of Vulcanized Shoes Adhesive Related Products” under the

section headed “Business” in this prospectus.

As at the Latest Practicable Date, the Group had applied for registration of patent in
relation to the Group’s self-developed Vulcanized Shoes Adhesive Related Products in the
PRC, Bangladesh, Vietnam and Indonesia. Save for such patent applications, no patent has
been granted to the Group and no other patent application has been made as at the Latest
Practicable Date.
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PRODUCTION OUTPUT AND CAPACITY

The following table shows the breakdown of the Group’s output volume by products
during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
Tonnes %  Tonnes %  Tonnes %  Tonnes %  Tonnes %
Adhesives 7,999.1 741 10,1970 752 94063  74.1 2472 652 2,422 65.2
Primers 24870 23.0 3,078 225 29213 230 1121 295 1,166 314
Hardeners 305.2 2.8 307.5 2.3 369.6 29 159 4.2 117 3.1
Others 24 0.0 2.9 0.0 1.0 0.0 42 1.1 11 0.3
Total 10,793.7  100.0 13,565.2 100.0 12,698.2 100.0 3,794 100.0 3,716 100.0

As at the Latest Practicable Date, the Group had two operating production plants located
in the PRC (namely, the Zhongshan Production Plant and the Zhuhai Production Plant) and one
operating production plant located in Vietnam (namely, the Existing Vietnam Production
Plant).

The annual production capacity and utilisation rate of each of the existing production
plants of the Group during the Track Record Period are shown as follows:

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2010

Product Production Utilisation Production Utilisation Production Utilisation Production Utilisation

type capacity? rate  capacity” rate  capacity rate  capacity® rate

tonnes % tonnes % fonnes % tonnes %

Zhongshan Production Adhesives 3,041 99 3,041 92 3,041 93 1,014 81

Plant Primers 2,281 4 2,281 38 2,281 40 760 37

Zhuhai Adhesives 4,807 87 6,705 100 8,526 100 2,966 92

Production Plant Primers 1,457 1079 2,610 71 4,807 45 1,672 42
Existing Vietnam Adhesives 3,041 76 3,041 104 3,041 94 1,014 124®

Production Plant Primers 2,281 27 2,281 42 2,281 44 760 59

Notes:

(1)  As regards the production capacity of the Zhongshan Production Plant and the Existing Vietnam
Production Plant for the three years ended 30 September 2009, the annual production capacity is
calculated based on 16 working hours per day, 22 working days per month, and operation for 12 months
per year. As regards the production capacity of the Zhuhai Production Plant for the three years ended
30 September 2009, the annual production capacity is calculated based on 16 working hours per day, 22
working days per month, and operation for 11.5 months per year (with 0.5 month suspension for annual
maintenance).

(2)  As regards the production capacity of the Zhongshan Production Plant and the Existing Vietnam
Production Plant for the four months ended 31 January 2010, the production capacity is calculated based
on 16 working hours per day, 22 working days per month, and operation for such four months. As
regards the production capacity of the Zhuhai Production Plant for the four months ended 31 January
2010, the production capacity is calculated based on 16 working hours per day and 22 working days per
month, taking into account the additional production equipment purchased by the Group.

(3)  Utilisation rate over 100% represented over-time operation of the production plant.

_5_
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The Group’s existing production plants in the PRC are mainly for the production of
adhesives and primers to cater for the demand of its customers located in the PRC, while the
Group’s existing production plant in Vietnam is mainly for the processing of adhesives and
primers. In order to expand the production capacity, the Group is in the process of establishing
new production plants in the PRC, Vietnam and Bangladesh which are located in the proximity
to its customers. Upon the operation commencement of the new production plants in the PRC
and Vietnam, the operation of the existing production plants in the PRC and Vietnam will
cease. Details of the Group’s relocation plan are set out in the paragraph headed “Production
facilities — Relocation of existing production plants” in the section headed “Business” in this
prospectus. The following table illustrates the progressive expansion plan for the production
capacity of the Group. The annual production capacity of the Traditional Adhesive Related
Products and the Vulcanized Shoes Adhesive Related Products to be provided by the new
production facilities of the Group in the PRC, Vietnam and Bangladesh set out below is subject
to change depending on the actual demand for the Group’s different products.

)

Annual production capacity/planned annual production capacity'” of the Group

Upon
Upon commencement
commencement of the New
of the new  Upon commencement of the Vietnam
production  Nansha Production Plant in Production
As at plant in Nansha, the PRC® Plant in
the Latest Bangladesh Phase 2 in Vietnam®
Practicable in October Phase 1 in September  in September
Date” 2010  March 2011 2011 2011
Production Production Production Production Production
capacity capacity capacity capacity capacity
tonnes tonnes tonnes tonnes tonnes
Adhesive
- Traditional 14,050 15,750 16,742 16,742 18,100
— Vulcanized shoes 560 760 4,600 9,000 9,280
14,610 16,510 21,342 25,742 27,380
Primer
— Traditional 8,879 9,059 8,861 8,861 7,850
— Vulcanized shoes 490 510 370 670 800
9,369 9,569 9,231 9,531 8,650
TOTAL 23,979 26,079 30,573 35,273 36,030
Notes:
1. The calculation of the Group’s production capacity as at the Latest Practicable Date is the annualised

production capacity of the Group for the four months ended 31 January 2010 above as set out in the
paragraph headed “Production facilities — Expanded production facilities” under the section headed
“Business” in this prospectus (taking into account the 0.5 month suspension of operation for annual
maintenance of the Zhuhai Production Plant).

2. The planned annual production capacity refers to the expected annual production capacity to be provided
by the expanded production facilities of the Group in the PRC, Vietnam and Bangladesh, details of
which are set out in the paragraph headed “Production facilities — Expanded production facilities” under
the section headed “Business” in this prospectus.

_6—
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3. Upon commencement of the operation of the Nansha Production Plant, the Zhuhai Production Plant and
the Zhongshan Production Plant will cease their operation. As such, the production capacity of each of
the Zhuhai Production Plant and the Zhongshan Production Plant is excluded.

4. Upon commencement of the operation of the New Vietnam Production Plant, the Existing Vietnam
Production Plant will cease its operation. As such, the production capacity of the Existing Vietnam
Production Plant is excluded.

Details of the production capacity of the Group during the Track Record Period are set
out in the paragraph headed “Current production facilities” under the section headed
“Business” in this prospectus.

According to the Adhesive Industry Report, the growth of the footwear adhesive industry
is estimated to be approximately 5% and 8% in 2010 and 2011 respectively. The Group has
planned to focus its expansion plan on increasing its market share in footwear adhesive market
and promoting sales of the Vulcanized Shoes Adhesive Related Products. It is the Group’s
future plan that the majority of increase in production capacity is to cater for the market
demand of Vulcanized Shoes Adhesive Related Products. Although the sale of Vulcanized
Shoes Adhesive Related Products only amounted to approximately HK$6.1 million (unaudited)
and the sales volume was only approximately 160 tonnes for the eight months ended 31 May
2010, the Directors are of the view that the expansion of production capacity to capture the
demand for Vulcanized Shoes Adhesive Related Products is reasonable, given the
characteristics of the adhesive for vulcanized shoes manufacturing market. The sale of
Vulcanized Shoes Adhesive Related Products for the eight months ended 31 May 2010
amounted to approximately HK$6.1 million (unaudited) and approximately 160 tonnes, the
ASP of Vulcanized Shoes Adhesive Related Products was approximately HK$38.7 per
kilogram, which was higher than the ASP of Traditional Adhesive Related Products of
approximately HK$18.0 per kilogram for the same period. Details of the business opportunity
of Vulcanized Shoes Adhesive Related Products are set out in the paragraph headed “Strategies
and future plans” under the section headed “Future plans and use of proceeds” in this
prospectus.

As at the Latest Practicable Date, certain customers of the Group had indicated their
projected purchase orders of approximately HK$18.6 million (equivalent to approximately 466
tonnes) for the Vulcanized Shoes Adhesive Related Products for the year ending 30 September
2010, representing approximately 44.4% of the Group’s planned production capacity of
Vulcanized Shoes Adhesive Related Products for the year ending 30 September 2010.

The expansion plan of the Group’s production facilities is subject to the market demand
for the Group’s products and its current utilisation rate of the production capacity. Should the
Group scale down its expansion plan and/or should there be any material changes in the
expansion plan, the Company will make an announcement pursuant to Chapter 13 of the Listing
Rules, and the unutilised net proceeds from the Share Offer originally planned for the
expansion of production facilities will be applied towards the expansion of the Group’s
marketing, technical services assistance, research and development capability. Furthermore,
the Company will update the progress of its expansion plan in its interim and annual reports
after the Listing.

The Group plans to finance the estimated capital expenditure of HK$64.3 million in
expansion of production facilities by the net proceeds of HK$46.0 million from the Share
Offer, a short term bank loan of HK$4 million obtained in March 2010, and internal resources.
Details of the expansion plan of the Group are set out in the paragraph headed “Production
facilities — Expanded production facilities” under the section headed ‘“Business” in this
prospectus.
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The Directors expect that the operation of the first phase of the Nansha Production Plant
will commence in March 2011 and all existing movable equipment of the Zhuhai Production
Plant and the Zhongshan Production Plant will be relocated to the Nansha Production Plant.
Hence, the useful life for such equipment would not be affected. However, the useful life of
the existing immovable assets of the Zhuhai Production Plant, including land and buildings,
and leasehold improvements would be shortened to March 2011 as such assets cannot be
relocated. The expected annual depreciation after taking into account the land where Zhuhai
Production Plant situated is expected to be approximately HK$7.2 million after relocation,
which represents an increase in annual depreciation of approximately HK$6 million. Thus, the
profitability of the Group for the year ending 30 September 2010 and 2011 is expected to be

adversely affected as a result.

Apart from the cost of relocation, the possible loss of deposit of RMB500,000 (equivalent
to approximately HK$568,000) in respect of the lease relating to the Zhongshan Production
Plant, rental payment for the remaining term of the tenancy agreement for the Existing Vietnam
Production Plant, estimated severance payment of approximately HK$204,000 and the possible
financial and taxation impact mentioned above, the Directors are not aware of any material
adverse impact to the Group’s operation and financial conditions which will be caused by the

proposed relocation of production facilities.

Details of the expected cost due to relocation are set out in the paragraph headed
“Production facilities — Relocation of existing production plants” under the section headed
“Business” in this prospectus.

COMPETITIVE STRENGTHS

The Directors attribute that the Group’s historical success to date and future prospects are

underpinned by following combination of competitive strengths:

. Well established relationships with major customers

. Strong research and development capability

. Specific product features satisfying specific customers’ needs

. Experienced marketing and technical service team with value added services

. Recognised brand namely “Zhong Bu”

. Strong quality management

. Extensive experience in footwear adhesive industry of the management team
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STRATEGIES AND FUTURE PLANS

The principal goal of the Group is to become a leading and professional manufacturer of
chemical products specialized in footwear adhesive industry by leveraging on its competitive
edge. The Group aims to achieve this goal by implementing the following strategies:

. Proximity to customers

. Promotion of “Zhong Bu” (“fhZ}”) to footwear suppliers

. Promotion of Vulcanized Shoes Adhesive Related Products
. Expansion of domestic market in the PRC

. Expansion of production facilities

. Increase in market share

Barring unforeseen circumstances, the total annual production capacity of the Group will
be gradually increased until year 2011 in accordance with the Group’s expansion plan. The
Directors believe that the following factors may lead to an increase in the demand of the
Group’s products to support the Group’s expansion plan in the production capacity:

1. business opportunities for the Vulcanized Shoes Adhesive Related Products, details
of which are set out in the paragraph headed “Strategies and future plans -
Promotion of Vulcanized Shoes Adhesive Related Products” under the section
headed “Business” in this prospectus;

2. leveraging on the relationship with its existing customers with a view to increasing
its market share in the PRC and Vietnam;

3. expansion of domestic sales business of the PRC distributor, being one of the top
five customers of the Group during the Track Record Period, by expanding its
business from Chengdu, Sichuan Province, the PRC to other cities in the PRC such
as Qingdao, Shandong Province, the PRC and additional source of income from
sales of Vulcanized Shoes Adhesive Related Products through this PRC distributor;

4. expected growth of the footwear industry in Vietnam based on its historical
performance of footwear industry, which may lead to an increase in demand for
footwear adhesive (relevant industry information of Vietnam is set out in the section
headed “Industry overview” in this prospectus); and

5. establishment of the Group’s presence in the footwear adhesive industry in
Bangladesh, being a new market of the Group where certain of the major customers
of the Group established their production plants and commence their production of
footwear (relevant industry information of Bangladesh is set out in the section
headed “Industry overview” in this prospectus).
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following table presents a summary of the Group’s combined statements of
comprehensive income for each of the three financial years ended 30 September 2009 and the
four months ended 31 January 2010.

Combined statements of comprehensive income

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
HK$’000 HK$’000 HK$'000 HK$ 000 HKS$ 000
(unaudited)
Turnover 218,127 287,808 267,579 95,298 87,220
Cost of goods sold (177,522) (240,525) (202,505) (78,327) (66,228)
Gross profit 40,605 47,283 65,074 16,971 20,992
Other income 3,070 3,655 3,880 3,311 804
Changes in fair value of
investment properties 1,425 5,517 (3,970) - 320
Selling and distribution
costs (6,357) (8,246) (10,318) (3,915) (3,139)
Administrative expenses (16,977) (16,141)  (20,601) (8,385) (8,542)
Other expenses - - - - (4,914)
Interest on bank borrowings
wholly repayable within
five years (1,647) (2,731) (1,988) (936) (481)
Profit before taxation 20,119 29,337 32,077 7,046 5,040
Taxation (224) (753) (1,380) (694) (354)
Profit for the year/period
attributable to the owners
of the Company 19,895 28,584 30,697 6,352 4,686
Other comprehensive
income
— exchange differences
arising on translation
of foreign operations 1,518 2,763 (332) (348) (188)
Total comprehensive income
for the year/period
attributable to the owners
of the Company 21,413 31,347 30,365 6,004 4,498
Earnings per Share -
Basic (Note) 5.3 cents 7.6 cents 8.2 cents 1.7 cents 1.2 cents

Note: The calculation of the basic earnings per Share for the Track Record Period is based on the combined
profit attributable to the owners of the Company for each of the relevant year/period, and on the
375,000,000 Shares, comprising 2,000 Shares in issue as at the date of this prospectus and 374,998,000
Shares to be issued pursuant to the Capitalisation Issue, in issue during such periods on the assumption

that the Reorganisation and the Capitalisation Issue have become effective on 1 October 2006.
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STATISTICS OF THE SHARE OFFER

The following table shows the expected market capitalisation and unaudited pro forma
adjusted net tangible assets per Offer Share based on an Offer Price of HK$0.585 and HK$0.75
per Offer Share respectively, without taking into account the special dividend of HK$35
million payout. The adjusted net tangible assets per Offer Share will be approximately
HK$0.28 and HK$0.32 based on an Offer Price of HK$0.585 and HK$0.75 respectively, if
taking into account the dividend payout of HK$35 million (note 3).

Based on an Offer Price of
HK$0.585 per HK$0.75 per
Offer Share Offer Share

Expected market capitalisation (note I) HK$292.5 HK$375.0
million million

Unaudited pro forma adjusted net tangible assets
per Offer Share (note 2) HK$0.35 HK$0.39

Notes:

1. The calculation of market capitalisation is based on the multiple of the Offer Price and 500,000,000 Shares
expected to be in issue immediately following the Share Offer and the Capitalisation Issue, but takes no
account of any Shares which may fall to be allotted and issued upon exercise of any options which may be
granted under the Share Option Scheme or any Shares which may be allotted and issued or repurchased under
the general mandates granted to the Directors for the allotment and issue or repurchase of Shares as referred
to in the paragraph headed “Written resolutions of all Shareholders” in Appendix V to this prospectus.

2. The unaudited pro forma adjusted net tangible assets per Share as at 31 January 2010 has been arrived at after
making the adjustments set out under the paragraph headed “Unaudited pro forma adjusted net tangible assets”
in the section headed “Financial Information” in this prospectus and on the basis of a total of 500,000,000
Shares in issue and to be issued as mentioned herein.

3. The Group conditionally declared a special dividend of HK$35 million on 19 March 2010 to Mr. Ieong, being
the registered shareholder of certain members of the Group as at 9 June 2009, which dividend is expected to
be paid by the Group’s internal resources prior to the Listing.

USE OF PROCEEDS

The net proceeds from the Share Offer, after deducting underwriting commission and
estimated total expenses paid and payable by the Group in connection thereto, are estimated to
be approximately HK$62.3 million, which is calculated based on an Offer Price of HK$0.6675
per Share, being the mid-point of the proposed Offer Price ranged from HK$0.585 to HK$0.75
per Share. The Group intends to use such proceeds as follows:

1.  approximately HK$46.0 million for the expansion of the Group’s production
capacity including the construction of factory and procurement of the relevant
equipment. The Group intends to allocate approximately HK$35.0 million, HK$5.5
million and HK$5.5 million for the expansion of production facilities located in the
PRC, Vietnam and Bangladesh respectively, details of which are set out in the
paragraph headed “Production facilities — Expanded production facilities” in the
section headed “Business” in this prospectus;
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2. approximately HK$5.0 million for the investment in the Group’s research and
development team, including the expenses for the relevant equipment and
consumables as well as the payroll for research and development projects, which
include the improvement of product quality and development of new products

applicable on different footwear materials for other footwear;

3. approximately HK$5.0 million for the expansion of the marketing and technical
service team of the Group to cope with the Group’s expansion plan in the PRC,

Vietnam and Bangladesh; and

4.  the balance of HK$6.3 million for the working capital and other general corporate
purposes.

If the Offer Price is set at the high-end or low-end of the proposed Offer Price range, the
net proceeds of the Share Offer will increase or decrease by approximately HK$10.1 million,
respectively. In this regard, the Group will increase or decrease the allocation of the net
proceeds to the above purposes on a pro-rata basis. If the Offer Price is set at the low-end of
the proposed Offer Price range, the net proceeds of the Share Offer are estimated to be
approximately HK$52.2 million, which will be used for the expansion of production capacity
and shortfall of approximately HK$10.1 million will be financed by either bank loan or internal

resources.

To the extent that the net proceeds of the Share Offer are not immediately applied towards
the above purposes, it is the Group’s present intention that such net proceeds will be deposited
into interest-bearing accounts with licensed banks and/or financial institutions in Hong Kong

and/or Macau.

The Group will issue an announcement in Hong Kong if there is any material change in

the use of proceeds described above.
SPECIAL DIVIDEND

Having considered the past contribution of Mr. Ieong to the Group, the Group
conditionally declared a special dividend of HK$35 million on 19 March 2010 to Mr. Ieong,

being the registered shareholder of certain members of the Group as at 9 June 2009, which

dividend is expected to be paid by the Group’s internal resources prior to the Listing.
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DIVIDEND POLICY

The Shareholders will be entitled to receive dividends the Company declares. The amount
to be paid will be at the discretion of the Directors and will depend upon the Group’s future
operations and earnings, capital requirements and surplus, general financial conditions and
other factors which the Directors consider to be relevant. Furthermore, the Controlling
Shareholders will be able to influence the dividend policy of the Group.

Subject to the above factors, the Directors plan to distribute regular dividends after the
Listing. The Directors intend to distribute approximately 20% of the profits attributable to
owners of the Company of a year as dividends. Such intention does not amount to any
guarantee or representation or indication that the Company must or will declare and pay

dividend in such manner or declare and pay any dividend at all.

SHARE OPTION SCHEME

The Group has conditionally adopted the Share Option Scheme to motivate the employees
to optimize their performance and contributions to the future success of the Group and/or to
reward them for their past contribution, to attract and retain or otherwise maintain on-going
relationships with such participants who are significant to and or whose contribution are or will
be beneficial to the performance, growth or success of the Group. A summary of the principal
terms of the Share Option Scheme is set out in the paragraph headed “Share Option Scheme”
in Appendix V to this prospectus.

RISK FACTORS

Risks relating to the Group’s business

. Insufficient market demand to support the expansion of production capacity

. The Group’s business operations are subject to significant operational risks and other
unforeseen risks that may not be fully covered by insurance policies or at all

. Reliance on the technical assistance from No-Tape Japan

. The possible termination of the distribution agreements in respect of hardener products

may adversely affect the Group’s financial performance and profitability

. The Group may anticipate unexpected difficulties in achieving its expansion plans

. The development plan may be affected by the shortfall of funds when the Offer Price is
fixed at the low-end of the proposed Offer Price range

. The Group’s business is highly reliant on the footwear industry and may be adversely
affected if the footwear manufacturing industry plunges
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Lagged effect from footwear manufacturing industry

Prospects of Vulcanized Shoes Adhesive Related Products

The Group’s purchase of raw material is reliant on several major suppliers. Any change
of the status of those suppliers may adversely affect the Group

The Group may experience shortage in supply of raw materials

The price of raw materials may fluctuate

The Group has potential taxation liability in relation to PRC enterprise income tax

The Group has not obtained land use right certificate in respect of a leased property in
Vietnam, which may constitute a restriction on fund raising ability of Vietnam Centresin

Change in the land use of the leased property in Zhongshan, the PRC

Significant portion of the revenue of the Group depends on a limited number of
customers, and the Group anticipates such dependence may continue in the near future

If the Group is unable to retain its key management, its growth and future success may
be impaired and its financial condition could be adversely affected

The Group’s success is highly reliant on its experienced staff, and the resignation of its
experienced staff may adversely affect the Group

Sales may be affected by seasonality

Some of the Group’s subsidiaries are enjoying the preferential tax policies from the
respective governments. The Group’s profitability may be adversely affected after the end
of the preferential tax treatment

The intellectual property of the Group may not be protected adequately, which could
adversely affect the business operation

Import tax may adversely affect the Group’s profitability

Fluctuations in exchange rates could adversely affect the Group’s profitability

An outbreak of avian influenza, HINI1 influenza A, a recurrence of SARS or any other
similar epidemic may, directly or indirectly, adversely affect the Group’s operating results
and the market price of the Shares
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Risks relating to the PRC

Changes in the economic, political and social conditions in the PRC and policies adopted
by the PRC Government may adversely affect the Group’s business, growth strategies,
financial condition and results of operations

The Group’s business in the PRC is subject to the PRC legal system

The operating cost of the business in the PRC may increase due to the provision of staff
benefits as required by the PRC Government

The business operations of the Group in the PRC may be adversely affected by the
environmental and workplace safety regulations

Various permits and licenses are required for the operation of the Group’s business and
for the production and/or trading of chemicals in the PRC. The loss or failure to renew
any or all of these licenses and permits could adversely affect the Group’s business and
operations

The Group’s business, reputation and products may be affected by product liability
claims, litigation, complaints or adverse publicity in relation to the Group’s products

Risks relating to Vietnam

Changes in the economic, political and legal environment of Vietnam may adversely
affect the business, operating results and financial condition of the Group

The change of the foreign exchange regulations of Vietnam can materially affect the
Group’s financial conditions and results of operations

Limited remaining term of lease in relation to the Existing Vietnam Production Plant

Limited term of ownership over the New Vietnam Production Plant

Contribution to part of the charter capital of Vietnam Centresin remains outstanding

Failure to relocate the head office of Vietnam Centresin constitutes a breach of the terms
of the investment certificate

Risk relating to Bangladesh

The Group has no experience in Bangladesh and it is a new market for the Group. The
unanticipated events related to the operation in new markets may adversely affect the
Group.
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Risks relating to the Share Offer

. There was no prior public market for the Shares and the liquidity and market price of the
Shares following the Share Offer may be volatile

. Concentrated ownership and the Controlling Shareholders may exert substantial influence

over the Group and may not act in the best interests of the independent Shareholders

. There may be dilution of shareholding as a result of issue of new Shares or equity linked
securities

. The accuracy of the statistics and industry information is not guaranteed
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In this prospectus, the following expressions have the following meaning unless the

context otherwise requires.

“Adhesive Industry Report”

“All Reach”

“Ally Link”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate”

“ASP”

“Bangladesh”

“Bangladesh Centresin”

“BDTN

“Benino”

“Board”

the research report regarding the development of
footwear adhesive industry in the PRC issued by
T A mOE Bl A R 2w (Beijing Qianxun
Consulting Co., Ltd.), an independent market research
service provider, in November 2009

All Reach Investments Limited, a company incorporated
in BVI with limited liability on 2 December 2009, an
investment holding company held by Mr. Ieong

Ally Link Investments Limited, a company incorporated
in BVI with limited liability on 19 January 2010, an
indirect wholly-owned subsidiary of the Company

WHITE Application Form(s), and/or YELLOW
Application Form(s), and/or GREEN Application
Form(s) or, where the context so requires, any of them to
be used in relation to the Public Offer

the articles of association of the Company adopted on 26
March 2010, a summary of which is set out in Appendix
IV to this prospectus

has the meaning ascribed thereto under the Listing Rules
average selling price

the People’s Republic of Bangladesh

Zhong Bu Centresin (Bangladesh) Company Ltd.,
a company incorporated in Bangladesh  with
limited liability on 15 January 2009 and an indirect
wholly-owned subsidiary of the Company

Taka, the lawful currency of Bangladesh

Benino Corporation, a company incorporated in the BVI
with limited liability on 31 October 2003 and an indirect

wholly-owned subsidiary of the Company

the board of directors of the Company
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“Bracorp”

“Business Day”

“BVIH

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Companies Law”

“Companies Ordinance”

Bracorp Consulting Inc., a company incorporated in the
BVI with limited liability on 19 June 2002 and an indirect
wholly-owned subsidiary of the Company

a day (excluding Saturday, Sunday or public or statutory
holiday in Hong Kong and any day on which a tropical
cyclone warning 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 signal is hoisted or remains in effect
between 9:00 a.m. and 12:00 noon and 1is not
discontinued at or before 12:00 noon) on which licensed
banks in Hong Kong are generally open for business in
Hong Kong throughout their normal business hours

the British Virgin Islands

the issue of Shares to be made upon the capitalisation of
part of the share premium account of the Company
referred to in the paragraph headed “Written resolutions
of all Shareholders” in Appendix V to this prospectus

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

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

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

the Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands

the Companies Ordinance (Chapter 32 of the Laws of

Hong Kong), as amended, supplemented or otherwise
modified from time to time
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“Company”

“Controlling Shareholders”

“Director(s)”

“Electronic Application
Instruction(s)”

“Existing Vietnam Production

Plant”

“First Shanghai”

“GDPN

“Great Oasis”

“Greenfield”

Infinity Chemical Holdings Company Limited, an
exempted company incorporated in the Cayman Islands
with limited liability on 15 December 2009

has the meaning ascribed to it under the Listing Rules
and, in the context of the Company, means All Reach and
Mr. Ieong

the director(s) of the Company

instruction given by a CCASS Participant electronically
via CCASS to HKSCC, being one of the methods to apply
for the Public Offer Shares

the production plant in Vietnam currently operated by
Vietnam Centresin as more particularly described in the
paragraph headed “Production facilities — Current
production facilities” in the section headed “Business” in
this prospectus

First Shanghai Securities Limited, a licensed corporation
for type 1 (dealing in securities), type 4 (advising on
securities) and type 6 (advising on corporate finance)
regulated activities as set out in schedule 5 to the SFO
and one of the Joint Bookrunners

gross domestic product

Great Oasis International Limited, a company
incorporated in BVI with limited liability on 5 September
2002 and an indirect wholly-owned subsidiary of the
Company

Greenfield Company Limited (HFH— AFRAF (in
Chinese) and Greenfield Sociedade Unipessoal Limitada
(in Portuguese)), a company incorporated in Macau
with limited liability on 27 May 1997 and an indirect
wholly-owned subsidiary of the Company
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“Group”

“Hai Tong Capital”

“HK eIPO White Form”

“HK eIPO White Form Service

Provider”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars”, “HKS$”,

“HKD” and “cents”

“ICL”

“Indemnifiers”

“Independent Third Party”

the Company and its subsidiaries, or any of them or,
where the context so requires, in respect of the period
before the Company became the holding company of its
present subsidiaries, the present subsidiaries of the
Company or, where the context otherwise specifies or so
requires in respect of financial or accounting information,
the Company and its subsidiaries

Hai Tong Capital (HK) Limited, a licensed corporation
for type 6 (advising on corporate finance) regulated
activities as set out in schedule 5 to SFO and one of the

Joint Sponsors to the Listing

the application for Public Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of HK eIPO White Form
service provider, www.hkeipo.hk

the HK eIPO White Form service provider designated
by the Company, as specified on the designated website
www.hkeipo.hk

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited

the Hong Kong Special Administrative Region of the
PRC

Hong Kong dollars and cents respectively, the lawful
currency of Hong Kong

Infinity Company Limited (&#fA R/ A (in Chinese)
and Companhia Infinity Limitada (in Portuguese)), a
company incorporated in Macau with limited liability on
19 January 2005 and beneficially owned by Mr. Ieong

collectively, All Reach, Mr. Ieong and Mrs. leong
a person or company who or which is not connected with

any of the directors, the chief executive or a substantial
shareholder of the Company or any of its subsidiaries
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“IRODUR”

“ISH”

“Joint Bookrunners”

“Joint Sponsors”

“Keen Castle”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Macau”

“Macau Centresin”

a trade name of a hardener or cross-linker manufactured

by Huntsman Corporation

Tao Son Hong Paint Company Limited (4154774 R 2 A
(in Chinese) and Iao Son Hong Tinta e Vernizes, Limitada
(in Portuguese)), a company incorporated in Macau
with limited liability on 20 July 1990 and an indirect
wholly-owned subsidiary of the Company

SinoPac, First Shanghai and Sun Hung Kai

SinoPac and Hai Tong Capital

Keen Castle Limited, a company incorporated in the BVI
with limited liability on 2 July 2008 and a wholly-owned
subsidiary of the Company

22 July 2010, being the latest practicable date for
ascertaining certain information in this prospectus prior
to its publication

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

the Listing Committee of the Stock Exchange

the date on which the Shares first commence trading on
the Stock Exchange

the Rules Governing the Listing of Securities on the
Stock Exchange, as amended from time to time

the Macau Special Administrative Region of the PRC

Zhong Bu (Centresin) Adhesive & Chemical Co. Ltd.
(h ##IIR L T — AA R A (in Chinese) and Centresin-
Adesivos e Quimicos Sociedade Unipessoal Limitada (in
Portuguese)), a company incorporated in Macau on 13
August 2007 and an indirect wholly-owned subsidiary of
the Company
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“Macson”

“Main Board”

“MOP”

“Mr. Ieong”

“Mrs. Ieong”

“Nansha Production Plant”

£3]

“New Vietnam Production Plant

“No-Tape Japan”

“NTD”

Macson Company Limited (Fi— AARZAAE  (in
Chinese) and Macson Sociedade Unipessoal Limitada (in
Portuguese)), a company incorporated in Macau with
limited liability on 14 July 1997 and an indirect wholly-
owned subsidiary of the Company

the Stock Market operated by the Stock Exchange
(excluding the options market) which is independent
from and operated in parallel with the Growth Enterprise
Market of the Stock Exchange

Macau Pataca, the lawful currency of Macau

Mr. Ieong Un, an executive Director and a Controlling
Shareholder

Ms. Chan Sut Kuan, the spouse of Mr. leong. Under the
laws of Macau, the regime of matrimonial property of Mr.
Ieong and Mrs. Ieong is community (3t [a] B4 2 i)

the planned production plant in Nansha, the PRC to be
operated by Zhong Bu Centresin (GZ) as more
particularly  described in the paragraph headed
“Production facilities — Expanded production facilities”
in the section headed “Business” in this prospectus

the planned production plant in Vietnam to be operated
by Vietnam Centresin as more particularly described in
the paragraph headed “Production facilities — Expanded
production facilities” in the section headed “Business” in
this prospectus

No-Tape Industrial Co. Ltd., a renowned chemical
science company based in Japan, principally engaged in

manufacture and sale of adhesives

New Taiwan Dollars, the lawful currency of Taiwan
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“Offer Price”

“Offer Shares”

“Placing”

“Placing Shares”

“Placing Underwriters”

“Placing Underwriting
Agreement”

“Pou Chen Group”

“PRC”, “China” or
“Mainland China”

the final price per Offer Share (exclusive of brokerage of
1%, Stock Exchange trading fee of 0.005% and SFC
transaction levy of 0.004%) which will be not more than
HK$0.75 and is expected to be not less than HK$0.585,
at which the Offer Shares are to be issued pursuant to the
Share Offer, to be determined in the manner described in
the paragraph headed “Determining the Offer Price” in
the section headed “Structure of the Share Offer” in this
prospectus

the Public Offer Shares and the Placing Shares

the conditional placing of the Placing Shares by the
Placing Underwriters with professional, institutional and
other investors at the Offer Price as further described in
the section headed “Structure of the Share Offer” in this
prospectus

the 112,500,000 new Shares being offered at the Offer
Price pursuant to the Placing, subject to re-allocation

several underwriters of the Placing led by the Joint
Bookrunners, who are expected to enter into the Placing

Underwriting Agreement

the conditional underwriting agreement expected to be
entered into on or around the Price Determination Date
between the Company, the executive Directors, the
Controlling Shareholders, the Joint Sponsors, the Joint
Bookrunners and the Placing Underwriters in relation to
the underwriting of the Placing Shares

Pou Chen Corporation and its subsidiaries, or any of
them, including Yue Yuen Industrial (Holdings) Limited,
being the largest customer of the Group during the Track
Record Period

the People’s Republic of China excluding, for the

purposes of this prospectus only, Hong Kong, Macau and
Taiwan
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“PRC Government”

“Price Determination Agreement”

“Price Determination Date”

“Public Offer”

“Public Offer Shares”

“Public Offer Underwriters”

“Public Offer Underwriting
Agreement”

the central government of the PRC including all
government departments (including provincial, municipal
and other regional or local government entities) and
organisations thereof or, as the context requires, any of
them

the agreement expected to be entered into between the
Company and the Joint Bookrunners at or before the
Price Determination Date to record the final Offer Price

the date on which the Offer Price will be fixed for the
purposes of the Share Offer, expected to be at or before
5:00 p.m. on Tuesday, 3 August 2010, and in any event no
later than Wednesday, 4 August 2010

the offer of the Public Offer Shares for subscription by
the public in Hong Kong (subject to adjustment as
described in the section headed “Structure of the Share
Offer” in this prospectus) at the Offer Price (plus
brokerage of 1%, Stock Exchange trading fee of 0.005%
and SFC transaction levy of 0.004%), subject to and in
accordance with the terms and conditions set out in this
prospectus and the Application Forms, as further
described in the section headed “Structure of the Share
Offer” in this prospectus

the 12,500,000 new Offer Shares being offered by the
Company for subscription at the Offer Price pursuant to
the Public Offer, subject to adjustment as described in the
section headed “Structure of the Share Offer” in this

prospectus

the underwriters of the Public Offer set out in the
paragraph headed “Public Offer Underwriters” under the

section headed “Underwriting” in this prospectus

the conditional underwriting agreement dated 28 July
2010 and entered into between the Company, the
executive Directors, the Controlling Shareholders, the
Joint Sponsors, the Joint Bookrunners and the Public
Offer Underwriters in relation to underwriting of the
Public Offer Shares
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“Raffles Partners”

“Reorganisation”

“Righton”

“RMB” or “Renminbi”

“SFC”

“SFO”

“Share(s)”

“Share Offer”

“Share Option Scheme”

“Shareholder(s)”

“SinoPac” or “Compliance
Adviser”

“Stock Exchange”

Raffles Partners Asset Management (Hong Kong)
Limited, a strategic investor of the Group and a
Shareholder

the corporate reorganisation of the Group in preparation
for the Listing, details of which are set out in the
paragraph headed ‘“Reorganisation” under the section
headed “Further information about the Company and its
subsidiaries” in Appendix V to this prospectus

Righton Company Limited (%1% — AGRAF (in
Chinese) and Righton Sociedade Unipessoal Limitada (in
Portuguese)), a company incorporated in Macau with
limited liability on 27 May 1997 and an indirect wholly-
owned subsidiary of the Company

Renminbi, the lawful currency of the PRC
the Securities and Futures Commission of Hong Kong

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

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

the Public Offer and the Placing

the share option scheme conditionally approved and
adopted by the Company on 22 July 2010, the principal
terms of which are summarised in the paragraph headed
“Share Option Scheme” in Appendix V to this prospectus

the holder(s) of the issued Shares

SinoPac Securities (Asia) Limited, a licensed corporation
for type 1 (dealing in securities), type 4 (advising on
securities), type 6 (advising on corporate finance) and
type 9 (asset management) regulated activities as set out
in schedule 5 to the SFO, one of the Joint Sponsors to the
Listing and one of the Joint Bookrunners

The Stock Exchange of Hong Kong Limited

25—



DEFINITIONS

“subsidiaries”

“Sun Hung Kai”

“Taiwan”

“Takeovers Code”

“Track Record Period”

“Traditional Adhesive

Related Products”

“U.S. Securities Act”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“US$”, “USD” or “US dollars”

“Vietnam”

“Vietnam Centresin”

“VND”

has the meaning ascribed thereto in section 2 of the

Companies Ordinance

Sun Hung Kai International Limited, a licensed
corporation for type 1 (dealing in securities) and type 6
(advising on corporate finance) regulated activities as set
out in schedule 5 to the SFO and one of the Joint
Bookrunners

the Republic of China, Taiwan

the Code on Takeovers and Mergers, as amended from
time to time

the three financial years of the Company ended 30
September 2009 and the four months ended 31 January
2010

the adhesive and primer products of the Group other than
Vulcanized Shoes Adhesive Related Products

United States Securities Act of 1933, as amended from
time to time

collectively, the Placing Underwriters and the Public
Offer Underwriters

collectively, the Public Offer Underwriting Agreement
and the Placing Underwriting Agreement

the United States of America, its territories, its

possessions and all areas subject to its jurisdiction
United States dollars, the lawful currency of US

the Socialist Republic of Vietnam

Zhong Bu Adhesive (Vietnam) Co., Ltd., formerly known
as lao Son Hong (Vietnam) Co. Ltd., and Centresin
Adhesive (Vietnam) Co., Ltd., a company incorporated in
Vietnam with limited liability on 27 January 2005 and an

indirect wholly-owned subsidiary of the Company

Viet Nam Dong, the lawful currency of Vietnam
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“Vulcanized Shoes Adhesive

Related Products”

“Zhong Bu Centresin (GZ)”

“Zhongshan Macson”

’

“Zhongshan Production Plant

“Zhuhai Centresin”

“Zhuhai Iao Son”

“Zhuhai Production Plant”

44%9’

water-based adhesive related products, including
adhesive and primer, being new products of the Group,
which are specifically developed for the application on
the manufacturing of vulcanized shoes

rp A8t g (& M)A BR 2 7 (Zhong Bu Centresin
(Guangzhou) Company Limited), a wholly-foreign
owned enterprise established in the PRC on 10 December
2009 and an indirect wholly-owned subsidiary of the
Company

HOLAE PR RS R A R A A (Zhongshan Macson
Adhesive Products Co., Ltd.), a wholly-foreign owned
enterprise established in the PRC on 22 September 1998
and an indirect wholly-owned subsidiary of the Company

the production plant at Zhongshan, the PRC currently
operated by Zhongshan Macson as more particularly
described in the paragraph headed “Production facilities
— Current production facilities” in the section headed

“Business” in this prospectus

i mIEES A NS AW AR (Centresin Chemical
Products Ltd., Zhuhai), a wholly-foreign owned
enterprise established in the PRC on 29 July 1999 and an
indirect wholly-owned subsidiary of the Company

i AfEL TAMRAF (Zhuhai Iao Son Chemicals
Company Limited), a company incorporated in the PRC
on 18 August 1992 with limited liability and was
dissolved on 31 May 2007 and an indirect wholly-owned
subsidiary of the Company

the production plant at Zhuhai, the PRC currently
operated by Zhuhai Centresin as more particularly
described in the paragraph headed “Production facilities
— Current production facilities” in the section headed

“Business” in this prospectus

per cent.

_27 —



DEFINITIONS

Unless otherwise specified in this prospectus, amount denominated in foreign currencies
(other than relating to the financial information of the Group which are converted at the rates
as at the relevant dates in question) have been converted, for the purpose of illustration only,

into Hong Kong dollars using the following rates:

US$1 HK$7.8
RMBI = HKS$I1.13

No representation is made that any amount in US$, RMB or HK$ could have been or

could be converted to the other currencies at the above rates or at any other rates at all.

In this prospectus, the names of enterprises or entities established in the PRC have been
included in both the Chinese and English languages and the English names of these enterprises
or entities are only English translation of their respective official Chinese names. In the event
of any inconsistency between the English names and their respective official Chinese names,

the Chinese names shall prevail.
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GLOSSARY OF TERMS

This glossary contains explanations of certain terms and definitions used in this

prospectus in connection with the Group and/or its business. The terms and their meanings as

set out below may not correspond to standard industry meaning or usage of the same.

“adhesive”

“copolymer”

“CR”

“EA”

“EVA”

“hardener”

“hytrel”

“ISO9000 Series”

“ISO9001”

“ISO 14001~

“MEK”

a compound in liquid or semi-liquid state that adheres or
bonds items together

a polymer with two different types of monomer units

polychloroprene

ethyl acetate

ethylene vinyl acetate

a curing agent used to mix with adhesive for controlling
or promoting the curing action of adhesive

a thermoplastic polyester elastomer

a series of international standards on quality management
and quality assurance developed by ISO Technical
Committee 176 in 1987 and which has been adopted by
more than 80 countries

a constituent part of the ISO9000 series which covers the
areas of management responsibility; quality system;
contract review; document and data control; purchasing;
control of customer-supplied product; product
identification and traceability; process control;
inspection, measuring and test equipment; inspection and
test status; control of nonconforming product; corrective
and preventive action; handling, storage, packaging,
preventive and delivery; control of quality records;
internal quality audits; training; servicing and statistical
techniques

an internationally accepted standard that sets out how can
be put in place an effective Environmental Management

System (EMS)

methyl ethyl ketone
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“OEM”

“polymerization”

“polyolefin”

“primer”

“PU”

“PVC”

“PVC primer”

“resin”’

“synthetic rubber”

“toluene”

“toluene-free PU adhesive”

“TRP”

“VOCs”

“vulcanization”

“vulcanized rubber”

a type of manufacturing under which products are
manufactured, in whole or in part, in accordance with
specifications of the customer and are marketed under the
customer’s brand name, acronym for original equipment
manufacturing

a process of reacting monomer molecules together in a
chemical reaction to form three-dimensional networks or
polymer chains

a production material of the Group’s products

a chemical used in pretreatment of footwear components

a type of plastics — Polyurethane, a production material of
the Group’s products

polyvinylchloride, a kind of shoe materials

a product of the Group, which is used to treat shoe

material made of PVC before using adhesives

a class of solid or semisolid viscous substances obtained
either as exudations from certain plants or prepared by
polymerization of simple molecules

a rubber which is synthesized

a type of solvent, which is harmful to human body

a product of the Group, which does not contain toluene

thermoplastic rubber, a material which has both the
characteristics of rubber and plastic

volatile organic compounds
a chemical process for converting rubber or related
polymers into more durable materials via the addition of

sulfur or other equivalent “curatives”

a rubber which is made of natural rubber through
vulcanization, and is one of shoe materials
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RISK FACTORS

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

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

RISKS RELATING TO THE GROUP’S BUSINESS

Insufficient market demand to support the expansion of production capacity

The Group plans to expand its existing annual production capacity from approximately

24,000 tonnes of adhesives and primers per annum to approximately 36,000 tonnes of

adhesives and primers per annum by establishing new production plants in the PRC,

Bangladesh and Vietnam. However, the following factors may lead to insufficient market

demand for the Group’s products:

I.  According to the Adhesive Industry Report, the expected growth rate of footwear
adhesive consumption market in the PRC is approximately 5% and 8% for 2010 and
2011 respectively. Such limited growth rate in market demand may not be sufficient
to support the supply by the expanded production capacity of the Group and as a
result, the expanded production capacity of the Group may not be fully utilised.

2. The market demand for the Vulcanized Shoes Adhesive Related Products may not be
reached as expected by the Directors.

3. The adhesive industry in Vietnam and Bangladesh may not be strong enough to

generate sufficient market demand for the Group’s products.

If the market demand is less than the expectation of the Directors and the Group fails to

increase its market share in the footwear adhesive industry, the Group may face price pressure

as a result of the static market demand and overcapacity and the financial performance of the

Group will be adversely affected. In addition, the production facilities may be subject to

impairment due to under utilisation.
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The Group’s business operations are subject to significant operational risks and other
unforeseen risks that may not be fully covered by insurance policies or at all

The Group processes, stores, handles, distributes and transports hazardous chemical
materials such as MEK and acetone. Improper handling of these hazardous materials may cause
pollution to the environment and, to a certain extent, is toxic and harmful to human. Any
accidents resulting from improper handling of these hazardous materials may cause serious
health and safety issues (such as respiratory and central nervous system illness) and fire and
explosion, which in turn may cause significant damages to the Group’s production facilities
and production interruptions. Under any of these events, the Group’s existing insurance
coverage may not cover the losses the Group may incur or at all. The Group cannot guarantee
that it will be successful in making an insurance claim under the insurance policies maintained
by it or that the claimed proceeds will be sufficient to compensate the actual damages suffered
or at all. Any of these events could adversely affect the Group’s business operation and
financial condition and may harm the Group’s reputation, leading to litigation, government
fines or penalties.

Reliance on the technical assistance from No-Tape Japan

One of the Group’s successful factors is its ability to develop new adhesives and related
products, which allows the Group to keep abreast of the latest development of footwear
materials and the latest market trends through the Group’s committed efforts on research and
development. In early 2009, the Group’s research and development team successfully
developed the Vulcanized Shoes Adhesive Related Products. To strengthen the Group’s
research and development capability, the Group has also cooperated with No-Tape Japan in
some research and development projects. For each of the three year ended 30 September 2009
and the four months ended 31 January 2010, the turnover of the Group attributable to (i) the
products jointly developed by the Group and No-Tape Japan accounted for approximately 0%,
23.9%, 42.9% and 54.4% of the Group’s total turnover respectively; and (ii) the products solely
developed by the methodologies and formulae provided by No-Tape Japan accounted for
approximately 42.6%, 21.5%, 4.5% and 6.7% of the Group’s total turnover respectively.
Should No-Tape Japan terminate the Renewed Technical Support Agreement (as defined in the
paragraph headed “Research and development” in the section headed “Business” in this
prospectus) upon expiry in February 2012, the research and development capability of the
Group may be adversely affected and the Group may not be able to develop new products with
the changing materials in footwear manufacturing industry. This may weaken the
competitiveness of the Group in the footwear adhesive industry which in turn may adversely
affect the business and financial performance of the Group.

The possible termination of the distribution agreements in respect of hardener products
may adversely affect the Group’s financial performance and profitability

Pursuant to the distribution agreements in respect of hardener products, the supplier of the
hardener products has the right to terminate the distribution agreements by giving notice to the
Group in the event of any breach of the Group of any provision of the distribution agreements
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not having be remedied by the Group within 30 days after notification. In the event of such
termination, the Group may not be able to identify alternative supplier of hardeners, and may
not be able to develop its own brand of hardener. As the turnover from the sale of the hardener
products accounted from approximately 16% to 21% of the total turnover of the Group during
the Track Record Period, which has the highest profit margin among the products of the Group,
the possible termination of the distribution agreements in respect of hardener products may
adversely affect the financial performance and the profitability of the Group.

The Group may anticipate unexpected difficulties in achieving its expansion plans

The future success of the Group depends on, among other things, the Group’s ability to
increase its production capacity and the launch of the new adhesive and related products in
response to the changing demand of the footwear materials market. To achieve continuous
growth, the Group plans to expand its production facilities. The expansion of production
facilities and the launch of new products will be subject to various risks, including risks of
delay and cost overrun as a result of a number of factors, which may be uncontrollable, such
as the delay in government approval procedures, problems with suppliers and contractors. The
procurement of new production equipment is also subject to significant risk, including risk of
delay in delivery and installation. In relation to the expanded production facilities, since the
Nansha Production Plant is still in the process of establishment and as at the Latest Practicable
Date, not all necessary approvals/permits from relevant government authority in the PRC had
been obtained for its operation, the expansion plan of the Nansha Production Plant is exposed
to a risk that the Group may fail to obtain any of such necessary approval. In such event, this
may in turn negatively affect the future profitability and growth of the Group. Furthermore,
since the Nansha Production Plant is intended to be a principal production plant for the
production and supply of Vulcanized Shoes Adhesive Related Products, the failure or any delay
in its operation will adversely affect the supply of Vulcanized Shoes Adhesive Related
Products, which in turn will adversely affect the future growth of the Group and render the
Group unable to timely capture the opportunities in the adhesive market in vulcanized shoes
industry. In addition, the Group may need to dispose of the land it has purchased for the
establishment of Nansha Production Plant in Nansha, Guangdong Province, the PRC. As of the
Latest Practicable Date, the expenses of approximately HK$2.5 million was incurred by the
Group in relation to the establishment of the Nansha Production Plant. It includes, but not
limited to the commissioning of the feasibility study of the establishment of Nansha Production
Plant, environmental assessment and other administrative expenses, which will not be
recoverable.

Should the Group fail to obtain necessary approval from government authority for the
operation of Nansha Production Plant, the proceeds from the Share Offer amounting to
approximately HK$31 million which are intended to be allocated to the establishment of
Nansha Production Plant will then be re-allocated for the expansion of the production facilities
in the Zhuhai Production Plant.

If the Group is unable to execute the expansion plan or launch new products at
competitive cost or in a timely manner or at all, the future growth of the Group will be
adversely affected. For such expansion of the production capacity, considerable capital
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expenses are also required for, among other things, procurement of new production equipment,
as well as investment in research and development projects, to maintain the competitiveness of
the Group. If the Group fails to raise sufficient funds or generate sufficient cash flows to
support such expansion and research and development projects, the Group’s business, financial
performance and future growth prospects will also be adversely affected.

The development plan may be affected by the shortfall of funds when the Offer Price is
fixed at the low-end of the proposed Offer Price range

The Group plans to utilise the net proceeds from the Share Offer for the further
development of the Group. The planned allocation of the net proceeds is as follows: HK$46
million for the whole expansion plan of production facilities, HK$5 million for the expansion
of the research and development team and HK$5 million for the expansion of the marketing
and technical team. However, if the Offer Price is fixed at the low-end of the Offer Price range,
the net proceeds from the Share Offer will be approximately HK$52.2 million, which is not
sufficient to finance all of the aforementioned expansion plans. In such case, the Group will
be required to seek alternative funding such as by way of loans and issue of new equity to make
up the shortfall. Should the Group fail to obtain alternative funding, the liquidity and the future
growth of the Group may be adversely affected.

The Group’s business is highly reliant on the footwear industry and may be adversely
affected if the footwear manufacturing industry plunges

Since the Group’s products are dedicated for footwear manufacturing and most of the
major customers of the Group are the footwear manufacturers, the Group’s business is directly
related to the footwear manufacturing industry as well as the footwear consumption market.
Should the footwear consumption market adversely change, the production of footwear may be
reduced and the demand for the Group’s products may also decrease. According to the
Adhesive Industry Report, the consumption of footwear adhesive in the PRC will be relatively
stable in the coming years and, thus the market may not have sufficient product demand to
support the Group’s expansion plan.

Lagged effect from footwear manufacturing industry

The Directors believe that most of the Group’s footwear manufacturer customers had
received purchase orders from their footwear suppliers before the financial turmoil in late 2008
and had to deliver footwear products to their footwear suppliers within 2008, the demand for
the Group’s products in late 2008 was therefore not significantly affected by the negative effect
of the financial turmoil in late 2008. However such financial turmoil has continued to affect
adversely the footwear industry and the purchase orders from footwear suppliers to footwear
manufacturers in the first half of 2009. In such regard, the footwear suppliers had become
conservative in 2009, which led to the decease in demand for footwear materials from footwear
manufacturers and also led to the decease in demand for the Group’s adhesive related products
during 2009. If there is any adverse change in the footwear manufacturing industry, such
lagged effect may occur and may adversely affect the Group’s profitability in the next financial
year.
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Prospects of Vulcanized Shoes Adhesive Related Products

The Directors believe that the Vulcanized Shoes Adhesive Related Products, being a new
product developed by the Group in early 2009, will have room to compete in the vulcanized
shoes market and provide the Group new business opportunity. In anticipation of this business
opportunity, the Group will focus on the development and marketing of its Vulcanized Shoes
Adhesive Related Products in its future plans including expansion of production facilities and
marketing and technical services team. However, if the performance of the adhesive market for
vulcanized shoes is not satisfactory, the expansion plan and future growth of the Group will be
adversely affected.

The Group’s purchase of raw material is reliant on several major suppliers. Any change
of the status of those suppliers may adversely affect the Group

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, the five largest suppliers accounted for approximately 72.9%, 54.9%, 50.2% and
50.8% of the total purchase of the Group respectively. During the Track Record Period, half
of the Group’s raw materials were reliant on the top five suppliers. It cannot be assured that
the Group is able to maintain the stable relationships with its major suppliers. The changes of
the status of the suppliers may lead to an uncertainty of the supplies of the Group’s raw
materials. The Group’s operation and the financial performance may be adversely affected.

The Group may experience shortage in supply of raw materials

The principal raw materials used by the Group include T fiil (methyl ethyl ketone), P B
(acetone), fitifiz 2. s (ethylene acetate), & ui#g (denka chloroprene) and 5% JCilE
(polyester polyol). The purchases of these principal raw materials accounted for approximately
77.8%, 60.5%, 55.5% and 55.8% of the Group’s total purchases for each of the three years
ended 30 September 2009 and the four months ended 31 January 2010 respectively.

Although the Directors consider that the Group has not previously experienced any
material shortage in the supply of raw materials, should there be any shortage in the raw
materials, the supply of the Group’s products and financial performance of the Group may be
adversely affected.

The price of raw materials may fluctuate

As disclosed above, the Group’s purchases of the principal raw materials accounted for
approximately 77.8%, 60.5%, 55.5% and 55.8% of the Group’s total purchases for each of the
three years ended 30 September 2009 and the four months ended 31 January 2010 respectively.
Since such raw materials are mainly by-products of crude oil, the price of the raw materials of
the Group is sensitive to the fluctuation of the international crude oil price. The average price
of the international crude oil was approximately US$66.92 per barrel, US$107.95 per barrel,
US$58.36 per barrel and US$76.63 per barrel for each of the years ended 30 September 2009
and the four months ended 31 January 2010 respectively, representing an increase of
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approximately 61.3% from 2007 to 2008 and a decrease of approximately 45.9% from 2008 to
2009. The fluctuation of international crude oil price had direct influence on the cost of goods
of the Group during the Track Record Period. For each of the three financial years ended 30
September 2009 and the four months ended 31 January 2010, the gross profit margin of the
Group was approximately 18.6%, 16.4%, 24.3% and 24.1% respectively, such fluctuation was
adversely proportional to the fluctuation of the international crude oil price from 2007 to 2009.
The following table shows the average unit price of principal raw materials purchased by the

Group during the Track Record Period.

Four
months
ended 31
Year ended 30 September January
2007 2008 2009 2010
US$/kg US$/kg US$/kg US$/kg
Raw materials

methyl ethyl ketone 1.08 1.39 0.94 1.17
acetone 0.92 1.08 0.75 0.99
ethylene acetate 1.03 1.06 0.81 0.93

denka chloroprene
Grade A30 A90S 3.88 4.20 4.00 3.60
Grade M120\M130H 3.78 4.06 3.85 3.43
polyester polyol 2.97 2.99 2.42 2.87

Should there be any increase in the price of any raw materials and the Group is unable
to pass on such increase to the customers, the financial performance of the Group may be

adversely affected.

The Group has potential taxation liability in relation to PRC enterprise income tax

During the Track Record Period, certain profit of the Group was contributed by Benino
and Bracorp, which carried out technology development/technical assistance and
marketing/promotion activities by their respective staffs in the PRC. Since there is no
agreement between the PRC Government and the government of BVI for the avoidance of
double taxation, the staff assigned by Bracorp and Benino to provide their respective service
to Zhuhai Centresin and Zhongshan Macson will be deemed to have permanent establishment
in the PRC and subject to PRC enterprise income tax. However, the Company’s legal advisers
as to the PRC laws are of the view that, having considered that the tax reportings were duly
agreed and processed by the PRC authorities in-charge of Benino and Bracorp, and there was
neither challenge nor enquiry from such PRC authorities in-charge regarding PRC enterprise
income tax, the permanent establishment or related exposure of Benino and Bracorp is minimal
in the PRC. The Indemnifiers have agreed to indemnify the Group in respect of the potential

tax liability abovementioned.
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The Group has not obtained land use right certificate in respect of a leased property in
Vietnam, which may constitute a restriction on fund raising ability of Vietnam Centresin

Pursuant to the land sublease agreement dated 6 March 2008 entered into between
Vietnam Centresin and Dai Dang Investment and Construction Co., Ltd. (“Dai Dang”), an
Independent Third Party, Vietnam Centresin rented a piece of land located at D2-3 Dai Dang
Industrial Zone, Tan Uyen District, Binh Duong Province (the “Vietnam Sublease Property”)
from Dai Dang. As advised by the Company’s legal advisers as to Vietnamese law, given that
the land sublease agreement has been certified by Binh Duong Industrial Zones Authority, the

land sublease agreement is valid, legal and enforceable under the laws of Vietnam.

However, Vietnam Centresin has not registered with the relevant government authorities
to obtain a land use right certificate for the Vietnam Sublease Property. In the absence of a land
use right certificate, Vietnam Centresin will have difficulty in obtaining banking facilities by
way of mortgage of the land use right since most banks in Vietnam are hesitant to accept a
mortgage of land use right in the absence of a land use right certificate which they can keep
in custody. Since the Group has no plan to raise funds by pledging the land use right of the
Vietnam Sublease Property in Vietnam, the Group has not registered with the relevant
government authorities to obtain a land use right certificate for the Vietnam Sublease Property.
To ensure the Group’s right of pledge of the land, the Group will endeavour to register the land
sublease agreement with the relevant government authorities to obtain a land use right
certificate for the Vietnam Sublease Property before the New Vietnam Production Plant is to

be constructed on the Vietnam Sublease Property.

According to the Company’s legal advisers as to Vietnamese law, there is no private
ownership of land in Vietnam. Land use rights, rather than ownership rights, are granted over
land, and holders of land use rights are referred to under Vietnamese laws as “land users”, and
right are granted over land in Vietnam. Pursuant to the Vietnamese law, the holder of a land
use right certificate is entitled to use and occupy the relevant parcel of land exclusively, and
also the rights to assign or mortgage the land use rights or to use the land use rights as capital
contribution for the businesses. Dai Dang is the legal holder of the land use right with respect
to the Vietnam Sublease Property and has the right to use the Vietnam Sublease Property until
18 October 2055.

According to the Company’s legal advisers as to Vietnamese law, to obtain a land use
right, it would require registration with the relevant Vietnamese authority. Under the current
Vietnamese laws, it is the lessor (i.e. Dai Dang) that is expected to conduct the procedures to
apply for a land use right certificate for the lessee (i.e. Vietnam Centresin). As such, the
obtaining of the land use right certificate for Vietnam Centresin is not within the control of the
Group and the Group is not in a position to procure or ensure that Dai Dang will extend its
co-operation to the Group or to obtain the land use right certificate for Vietnam Centresin

before commencement of the Group’s operation in the Vietnam Sublease Property.
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The Group has paid in full the whole rent for the Vietnam Sublease Property, which
amounts to US$290,000 (equivalent to approximately HK$2.4 million). According to the
Company’s legal advisers as to Vietnamese law, since Vietnam Centresin has paid the rent in
full already, Vietnam Centresin has all the rights as a holder of the land use right and is entitled

to use and occupy the relevant parcel of land exclusively.

However, there is a contractual term in the relevant lease agreement in respect of the
Vietnam Sublease Property that if Vietnam Centresin intends to assign or sublease the land use
rights of the Vietnam Sublease Property to a third party, Vietnam Centresin will need to obtain
prior approval from Dai Dang. At present, it is not expressly stated in the relevant land lease
agreement whether Dai Dang would require additional payment for granting such consent for
assigning or subleasing the land use rights. The Company’s legal advisers as to Vietnamese law
advised that it would be a matter of commercial negotiation between Vietnam Centresin and

Dai Dang in relation to the grant of such consent.

The relevant land lease agreement with Dai Dang also contains certain ongoing covenants
to be observed by Vietnam Centresin. Any of the following, among others, will constitute a

breach of such covenants:

(i) payment of the rental or the monthly management fee is overdue for more than 90
days;

(i) Vietnam Centresin is in material breach of the agreement and such breach is
irreparable or repairable but Vietnam Centresin does not correct it within 30 days as
from the date of receipt of a notice from Dai Dang;

(iii) Vietnam Centresin is bankrupted or dissolved; or

(iv) Vietnam Centresin transfers or subleases the right to use the land to a third party
without a written approval of Dai Dang.

In the event of occurrence of breach of such covenants, Dai Dang is entitled to terminate
the relevant lease agreement, in which case Vietnam Centresin will be forced to vacate from
the Vietnam Sublease Property. The Group’s ability to avoid breaching such covenants can be
ensured by the adoption of a series internal control policy, details of which are set out in the
paragraph headed “Adoption of Internal Control Policy — general internal control policy” under

the section “Business” of this prospectus.

Should the Group fail to obtain such land use right certificate, the usage of the Vietnam
Sublease Property as collateral security for future financing for expansion of the Group may

be adversely affected.
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Change in the land use of the leased property in Zhongshan, the PRC

According to (# 3 A R IR B 4 4 2 ¥ %) (the PRC Land Administrative Law) (the
“PRC Land Administrative Law”) promulgated on 25 June 1986 and amended on 28 August
2004, the land occupied by the Group as production facilities in Xinfeng Industrial Zone,
Huangpu Town, Zhongshan, Guangdong, the PRC, cannot be utilised for non-agricultural
purpose. According to ([ e U b o 5 g i T b8 HE 9 Pe 2 ) (Decision of Reform of Land
Management of the State Council) adopted on 21 October 2004, the usage of land can be
altered in conformity with the development plan of (I i #1 #| 5 (Zhongshan Municipal
Planning Bureau). d1j#i #i#| )5 (Zhongshan Municipal Planning Bureau) confirmed in
September 2006 that the usage of the land by the Group is in conformity with the development
plan in Guangdong, the PRC. However, there is no assurance that the state government and/or
municipal government may require the Group or the lessor to proceed with supplemental
procedure to ratify the usage of land. The production plant of the Group located in the said
area, namely the Zhongshan Production Plant, has an annual production capacity of
approximately 3,041 tonnes and 2,281 tonnes of adhesives and primers respectively. For each
of the three years ended 30 September 2009 and the four months ended 31 January 2010, the
utilisation rate of the production of adhesives of the Zhongshan Production Plant reached
approximately 99%, 92%, 93% and 81% respectively while the utilisation rate of the
production of primers of the Zhongshan Production Plant reached approximately 42%, 38%,
40% and 37% respectively. The production output of adhesives and primers derived from this
production plant was approximately 20.8% and 24.3% to the Group’s total production capacity
of adhesives and primers during the Track Record Period.

Nevertheless, if supplemental procedure is required to ratify the usage of land which leads
to the temporary suspension of production, or the Group fails to ratify the usage of land, it will
cause the permanent suspension of production, as a result of which additional cost of
approximately HK$100,000 may be incurred for the re-location of production facilities and the
production and operation of the Group will be adversely affected.

Significant portion of the revenue of the Group depends on a limited number of
customers, and the Group anticipates such dependence may continue in the near future

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, the Group’s top five customers accounted for approximately 49.9%, 51.5%,
54.1% and 58.6% of the Group’s revenue respectively. Sales to Pou Chen Group, the largest
customer of the Group during the Track Record Period, accounted for approximately 26.2%,
26.4%, 29.7% and 28.9% of the total revenue of the Group for each of the three years ended
30 September 2009 and the four months ended 31 January 2010 respectively. Currently, the
Group has not entered into long-term agreement with any of the Group’s major customers. The
Group anticipates that the dependence on a limited number of customers may continue in the
foreseeable future. Material adverse impact on the Group’s revenue, financial condition and
results of operations will happen if any one of the following events takes place:

. significant decrease or cancellation in purchase orders by some of the Group’s major
customers, or any material delay in the acceptance of new products;
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. loss of one or more of the Group’s major customers and failure to secure additional

or replacement customers; and/or

. failure in making timely payment by any of the Group’s major customers.

If the Group is unable to retain its key management, its growth and future success may
be impaired and its financial condition could be adversely affected

The Group’s success depends, to a significant degree, upon the experience, expertise and
continuity of its senior management personnel, most of whom have in-depth understanding of
the footwear adhesive industry and the operations of the Group and are difficult to replace. The
Group’s senior management, including Mr. Ieong, are key to the Group’s success because of
their expertise and experience in the footwear adhesive industry, market development, and their
contributions to technology development and expertise in managing the operations of the
Group. In addition, the relationship and reputation that the management team has established
and maintained with its customers are the other successful factors of the Group. If the Group
is unable to retain its key management, its growth and future success may be impaired and its
financial condition could be adversely affected.

The Group’s success is highly reliant on its experienced staff, and the resignation of its
experienced staff may adversely affect the Group

As at the Latest Practicable Date, the marketing and technical services team of the Group
had 90 staff. Details of the marketing and technical services team are set out in the paragraph
headed “Marketing and technical service” in the section headed “Business” in this prospectus.
The connection within the footwear manufacturing industry is one of the main successful
factors of the Group’s business. However, these experienced staff may leave the Group and join
its competitors or start their own business which is in a rival position to that of the Group. If

the aforesaid events take place, the Group may lose a considerable market share.

Apart from the marketing and technical services team, there is a research and
development team to support the Group’s business in the aspect of solving technical problems
arising from the applications of the Group’s products, enhancing product quality and
developing new products. Staff in research and development team have strong academic
backgrounds in chemistry and chemical engineering related subjects, 11 of whom are bachelor
degree holders and 4 of whom are master degree holders. If the Group is unable to retain these
staff and find suitable replacements within a short period of time after the departure of such
staff, the ability of the Group to provide after-sales and technical services to customers in all
aspects and launches of innovative products will be adversely affected.

Sales may be affected by seasonality

The Group’s turnover is subject to seasonal fluctuations during the year. During the Track
Record Period, the Group recorded a lower turnover from January and February which was
mainly due to the labour vacation during the statutory holidays of the Chinese New Year in the
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PRC, causing the reduction of productivity. Disregarding the financial turmoil in the second
half of 2008 and its continuous effect till 2009, second half of a year is relatively the peak
season of the Group’s sales and the Group recorded its comparatively higher turnover from
October to December. The Directors believe that the Group is exposed to the risks associated
with such seasonal factors and the fluctuation of demand of the Group’s products. Should there
be any adverse change of market condition in the second half of a year, the Group’s
profitability may be adversely affected.

Some of the Group’s subsidiaries are enjoying preferential tax policies from the respective
governments. The Group’s profitability may be adversely affected after the end of the
preferential tax treatment

Zhuhai Centresin is entitled to the exemption from PRC income tax for the two years
commencing from its first profit making-year in 2008, followed by a 50% reduction from 2010
to 2012; and Vietnam Centresin is entitled to the exemption from Vietnam income tax for three
years commencing from its first profit making-year in 2006, followed by a 50% reduction from
2009 to 2015. Those preferential tax policies will end in the next few years. The Group’s
profitability may be adversely affected after the end of the preferential tax treatment.

After the cessation of operation of the Zhuhai Production Plant, the preferential tax
treatment enjoyed by Zhuhai Centresin will cease. Since Zhong Bu Centresin (GZ) may not be
able to enjoy the same or similar preferential tax treatment for Nansha Production Plant, the
profitability of the Group will be adversely affected.

The intellectual property of the Group may not be protected adequately, which could
adversely affect the business operation

The Group relies on patent laws, proprietary technology and contractual restrictions to
protect the Group’s intellectual property. As at the Latest Practicable Date, the Group had a
total of 6 registered trademarks in the PRC and Vietnam, and had applied for the registration
of a total of 19 trademarks in the PRC, Vietnam, Bangladesh, Indonesia and Hong Kong; and
8 patent applications in the PRC, Vietnam, Bangladesh and Indonesia. However, such
registration may only provide limited protection for the intellectual properties of the Group. In
addition, contractual agreements, such as confidentiality and non-competition agreements and
terms between the Group and the research and development personnel, may only afford limited
protection and the actions that the Group may take to protect the proprietary right and other
intellectual property may not be adequate. The Group’s competitive position may be weakened
if it fails to protect the intellectual property and other proprietary right. Litigation relating to
the intellectual property may result in substantial costs, time and diversion of resources. Even
if the Group has legal grounds for a lawsuit, the Group may need to resort to court proceedings
to enforce its intellectual property rights. If a lawsuit is brought, a court decision in any such
litigation against the Group will impair the intellectual property and proprietary rights and may
adversely affect the Group’s business, prospects and reputation.
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Import tax may adversely affect the Group’s profitability

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, approximately 77.5%, 59.1%, 53.4% and 42.5% respectively of the Group’s
purchase of raw materials were imported from overseas. Pursuant to the Customs Laws of the
PRC, raw materials imported for processing and assembling can be bonded and are exempted
from taxation if the products (for which the raw materials are utilised) are exported. During the
Track Record Period, the raw materials were imported by the PRC subsidiaries of the Group
on a bonded basis, i.e. no import taxes should be chargeable. Though the products may not be
exported by the PRC subsidiaries of the Group directly, they were passed to other third party
factories in the PRC for further processing and/or producing end products which will then be
exported. Such arrangement is generally agreed by the PRC Customs as “factory transfers”
which shall remain bonded. The end products sold in the domestic market of the PRC would
be considered as non-bonded, which is subject to the import tax. The import of these raw
materials into the PRC by the Group were not subject to any PRC import tax. If there is any
change in the import policy of the PRC that imposes any import duty, the Group’s profitability
will be adversely affected.

Fluctuations in exchange rates could adversely affect the Group’s profitability

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, approximately 15.8%, 16.6%, 12.8% and 8.7% of the sales of the Group were
denominated in NTD respectively, and approximately 31.1%, 35.8%, 43.4% and 50.9% of the
sales of the Group were denominated in US dollars respectively, while the cost of sales, except
for certain raw material costs, and operating expenses were denominated primarily in RMB.
For each of the three years ended 30 September 2009 and the four months ended 31 January
2010, approximately 44.2%, 33.0%, 39.5% and 38.7% respectively of the Group’s total
purchase were denominated in US dollars. Therefore, any significant fluctuation in the
exchange rate of RMB against US dollars and/or NTD may adversely affect the financial
results of the Group.

The PRC Government has established a new exchange rate mechanism since 2005 that the
RMB is no longer pegged to the USD but to a basket of currencies. It resulted in the
appreciation of RMB against USD and HKD by approximately 20% as of 30 September 2009.

During the Track Record Period, the highest of exchange rate of NTD to HKD was
approximately NTD1.00 to HKDO0.257 and the lowest was NTD1.00 to HKDO0.224. The
exchange rate dropped rapidly since the financial tsunami in 2008 and reached the lowest in
February 2009. The trend of exchange rate of NTD to HKD was rising since its lowest rate of
February 2009 and reached approximately NTD1.00 to HKDO0.244 in January 2010.

As at the Latest Practicable Date, the Group had not entered into any hedging transactions
to reduce the exposure to foreign currency risk. The Group may enter into hedging transactions
in the future. The availability and effectiveness of these transactions may be limited and the
Group may not be able to successfully hedge its exposure, or at all.
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An outbreak of avian influenza, HIN1 influenza A, a recurrence of SARS or any other
similar epidemic may, directly or indirectly, adversely affect the Group’s operating results
and the market price of the Shares

The PRC reported a number of cases of SARS in 2003. Certain countries have
encountered incidents of avian influenza and HIN1 influenza A in 2009. If any of the Group’s
employees are identified as a patient of these disease or deemed as a source of epidemic or
other serious diseases, the Group may be required to quarantine those employees that have been
suspected of becoming or confirmed to be infected, as well as other employees that have come
into contact with those suspected or infected employees. The affected offices, production
facilities may be required to be suspended for disinfection. As a result, the Group’s business,
financial condition and results of operations could be adversely affected and the market price
of the Shares may drop significantly. Even where the Group is not directly affected by the
epidemic, an outbreak of avian influenza, HIN1 influenza A or recurrence of SARS or another
epidemic or serious diseases could slow down, disrupt or restrict the level of economic activity
generally in the markets where the Group operates, which could adversely affect the Group’s
business, financial condition and result of operations and cause the market price of the Shares
to drop.

RISKS RELATING TO THE PRC

Changes in the economic, political and social conditions in the PRC and policies adopted
by the PRC Government may adversely affect the Group’s business, growth strategies,
financial condition and results of operations

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, approximately 71.7%, 69.9%, 64.3% and 57.9% of the Group’s turnover was
derived from the PRC respectively. As a result, the business is significantly subject to
economic, political and social development of the PRC. There are differences between the
economy of the PRC and the economies of most of the developed countries in many respects,
such as government involvement, level of development, growth rate, control of foreign
exchange, capital investment, allocation of resources, inflation rate and trade balance position.
Although the PRC Government has been implementing the measures of market forces for
economic reform, the PRC Government continues to play a significant role in regulating
industrial development by allocating resources, production, pricing and management. There is

no assurance that the direction of reform will continue to be market-oriented.

The Group may not be able to accurately anticipate the economic reform measures
adopted by the PRC Government. Adverse effects may be caused by changes in the economical,
political and social conditions or the relevant policies of the PRC Government, such as changes
in laws and regulations (or the interpretation thereof) or restrictive financial measures.

_43 —



RISK FACTORS

The Group’s business in the PRC is subject to the PRC legal system

The Group’s business in the PRC is subject to the PRC laws and regulations. The PRC
legal system is based on the PRC Constitution and is made up of written laws, regulations,
directives and local laws and regulations. Prior court decisions can only be cited as reference
but have limited precedential value. Since 1979, the PRC has promulgated laws and regulations
dealing with economic matters such as foreign investment, corporate organisation and
governance, commerce, taxation and trade, with a view to developing a comprehensive system
of commercial law. However, because of the limited volume of published cases and their
non-binding nature and since these laws and regulations are relatively new, the interpretation
and enforcement of the PRC laws and regulations involve a degree of uncertainty and may be

inconsistent from time to time.

The operating cost of the business in the PRC may increase due to the provision of staff
benefits as required by the PRC government

The Group has made and continued to make contributions to the National Social Security
Fund pursuant to the relevant PRC laws and regulations. The Group’s operating costs may
increase if the scope of these employee contribution funds expands or the rate of the Group’s
mandatory contributions increases. It may adversely affect the Group’s business and the
financial performance.

The business operations of the Group in the PRC may be adversely affected by the
environmental and workplace safety regulations

The Group’s businesses operated in the PRC are subject to compliance with related
environmental, health and safety laws and other regulations. The changes in the scope or
application of these laws, regulations or approvals may reduce the production capacity or
increase the operating costs of the Group. The failure of complying with these laws and
regulations may result in fine, penalties or lawsuits. There is no assurance that the PRC
government will not impose additional or stricter laws and regulations, compliance of which
may lead to the increase of the Group’s operating cost or capital expenditures, which may
adversely and materially affect the business operation of the Group.

Various permits and licenses are required for the operation of the Group’s business and
for the production and/or trading of chemicals in the PRC. The loss or failure to renew
any or all of these licenses and permits could adversely affect the Group’s business and
operations

In accordance with the PRC laws and regulations, the Group is required to maintain
various licenses and permits to operate and manufacture its products. Such regulations include,
without limitation, ¢ f& [ fb £ § %2 24 B 4& 61)) (the Regulations on the Safety Administration
of Dangerous Chemicals) that apply to the production, sale, storage, transportation and usage
of dangerous chemicals.
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The Group is required to comply with such laws and standards in relation to the
production processes, and the relevant regulatory authorities will also carry out regular
inspections to ascertain the compliance with applicable laws and regulations. Save as disclosed
in the paragraph headed “Compliance history of the Group” in the section headed “Business”
in this prospectus, the Group had obtained and maintained all necessary permits and licenses
required in connection with the Group’s operations during the Track Record Period. The Group
is also required to renew the licenses and permits periodically. Failure to pass these inspections
or loss of or failure to renew the Group’s licenses and permits could result in temporary or
permanent suspension of some or all of the production activities, which could disrupt the
Group’s operations and could result in the Group being unable to meet its contractual
obligations. This may adversely affect the Group’s business, financial condition and results of
operations.

Set out below are the principal permits and licenses of the Group regarding the operation
in Zhuhai:

Permits or licenses Expiry date Status
A ET ] A 28 March 2013 Effective

Safety Manufacturing Permit

f& B A B o 8 7 B AL A A% E 29 December 2012 Effective
Dangerous Chemicals Operating
Unit Storage Approval Letter

£ B Ak B2 i K8 W AT R 29 December 2012 Effective
Dangerous Chemicals
Operation Permit

fi B Al B2 b AR B 6 R R 10 September 2012 Effective
Dangerous Chemicals Manufacturing
Unit Registration Certificate

Set out below are the principal permits of the Group’s operation in Zhongshan:

Permits or licenses Expiry date Status

LA B R T RE 4 December 2010 Effective
Safety Manufacturing Permit

fis B Al B 5 2848 FF AT R 15 January 2011 Effective
Dangerous Chemicals
Operation Permit
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The Group has not experienced any failure in obtaining or renewal of licenses and permits
required for its operation. Apart from the unlawful keeping of dangerous chemicals resulting
in a fine mentioned in the paragraph headed “Compliance history of the Group” in the section
headed “Business” in this prospectus, the Group had not experienced any improper handling
of hazardous materials, product liability claim and litigation which is material to the Group
during the Track Record Period. Details of compliance issue of the Group are set out in the
paragraphs headed “Compliance history of the Group” and “Environmental protection and
safety measures” under the section headed “Business” in this prospectus.

The Group’s business, reputation and products may be affected by product liability
claims, litigation, complaints or adverse publicity in relation to the Group’s products

The Group’s products involve an inherent risk of injury that may result from tampering
by unauthorized third parties or product contamination or degeneration, including the presence
of foreign contaminants, chemicals, substances or other agents or residues during the various
stages of the procurement, production, transportation and storage process. The Group cannot
guarantee that its products will not cause any health-related illnesses or injury or that it will
not be subject to claims or lawsuits relating to such matters. In the event that a product liability
or third party liability claim is brought against the Group, the Group cannot guarantee that it
will be successful in making an insurance claim under the product liability and third party
liability insurance policies maintained by it or that the proceeds from the insurance claim will
be sufficient to compensate the actual damages suffered or at all.

The Group may be ordered by the PRC government authorities to recall its products if it
fails to meet relevant quality or safety standards. The Group cannot guarantee that product
liability claims will not be asserted against it as a result. A product liability judgment against
the Group or an ordered product recall could have a material adverse effect on its business,
financial condition and results of operations.

RISKS RELATING TO VIETNAM

Changes in the economic, political and legal environment of Vietnam may adversely affect
the business, operating results and financial condition of the Group

Approximately 28.3%, 30.1%, 35.7% and 42.1% of the Group’s revenue were derived
from Vietnam for each of the three years ended 30 September 2009 and the four months ended
31 January 2010 respectively. As a result, the business of the Group is subject to economic,
political and social development of Vietnam. Vietnam’s economy differs from the economies
of many countries in the aspects such as structure, government involvement, level of
development, growth rate, capital reinvestment, allocation of resources, inflation rate and
balance of payments position. Prior to the 1990s, Vietnam’s economy was largely a planned
economy. Since about 1987, increasing emphasis has been placed on the utilisation of market
forces in the development of the economy. Annual and five-year state plans are adopted by the
Vietnamese government in connection with the development of the economy. Although
state-owned enterprises still account for a substantial portion of Vietnam’s industrial output, in
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general, the Vietnamese government is reducing the level of direct control that it exercises over
the economy through state plans and other measures. There is an increasing level of freedom
and autonomy in areas such as resource allocation, production and management and a gradual
shift in emphasis to a market economy and enterprise reform.

The legal system of Vietnam differs, as well, from that of many countries belonging to the
Organisation for Economic Co-operation and Development, and from most common law
jurisdictions, in that the interpretation and the enforcement of laws are relatively uncertain and
inconsistent. The laws and regulations of Vietnam are not well-developed, and there is no
system of binding case law and precedent. The laws and regulations are subject to broad and
varying interpretations by government officials, courts and lawyers. The courts of Vietnam
have the power to read implied terms into contracts, adding a further layer of uncertainty. As
a result, government officials, courts and lawyers often express different views on the legality,
validity and effect of a particular legal document. In addition, the views of a governmental
authority received on a particular issue have no binding effect or finality, so there is no
guarantee that similar issues will be dealt with in a similar way by other governmental
authorities.

As part of its transition from a planned economy to a more market-oriented one, the
Vietnamese government has implemented a series of economic reforms, including lowering
trade barriers and import quotas to encourage and promote foreign investment. Since 1987, the
Vietnamese government has promulgated a series of laws and regulations on local and foreign
investment. Before 1 July 2006, when a new Investment Law and new Enterprise Law came
into effect, there were two distinct legal regimes governing local investments and foreign
investments in Vietnam. Under this former arrangement, foreign-owned companies were
generally treated less favourably.

Although the new Investment Law and new Enterprise Law are applicable to both foreign
and domestic investors, pending the full implementation and enforcement of the relevant
implementing regulations, it remains to be seen precisely the extent to which foreign and
domestic investors are in fact put on the same footing. Furthermore, because the new
Investment Law decentralises administrative power significantly, the provincial governments
will have more authority over the Group than they had in the past. It is possible that rules
implemented by the relevant provincial governments will diverge from the policy
pronouncements of the national government and will in fact be prejudicial to the Group’s
interests. The new laws provide that foreign investors may generally be considered for
compensation in the event that a change in Vietnamese law adversely affects the interests of
the investors, but it is unclear how compensation would be determined or what the impact
would be, as this statutory right has not been fully tested.

Although it is generally accepted that the Vietnamese government has made progress in
economic reform and the development of laws and regulations, there remain inherent
uncertainties and inconsistencies in the interpretation, implementation and enforcement of laws
and government policies, including tax regulations. Many of the reforms are unprecedented or
experimental and may be subject to revision, change or abolition, depending upon the outcome
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of these experiments. Furthermore, there can be no assurance that the Vietnamese government
will continue to pursue policies of economic reform or that any reforms will be successful or
the impetus to reform will continue. If any of the changes adversely affect the Group and its
business, or if the Group is unable to capitalise on the economic reform measures of the
Vietnamese government, the business, operating results and financial condition of the Group
could be adversely affected.

The adoption of new or amended law and regulations could have a negative impact on the
Group’s operations. New or amended law and regulations in Vietnam, including those relating
to the protection of foreign investors or domestically owned companies, could negatively
impact the Group’s business and results of operations.

The change of the foreign exchange regulations of Vietnam can materially affect the
Group’s financial conditions and results of operations

Under the foreign currency exchange regulations of Vietnam, foreign-invested enterprises
are permitted to repatriate profits from business operations in Vietnam through various means.
The Vietnamese government has relaxed the regulations in respect of foreign exchange to allow
foreign-invested enterprises to convert VND into foreign currencies through authorised foreign
exchange bodies. There can be no assurance, however, that the Vietnamese government will
continue to relax its foreign exchange regulations, that it will maintain the same foreign
exchange policy or that there will be sufficient foreign currency, particularly U.S. dollars,
available in the market for currency conversions. If, in the future, government regulations
restrict the Group’s ability to convert VND or there is insufficient foreign currency available
in the market, the Group may be unable to meet its foreign currency payment obligations. The
foreign exchange management regime of Vietnam has transitioned from a system of fixed
multiple exchange rates controlled by the State Bank of Vietnam to a system of flexible
exchange rates regulated largely by market forces. The exchange rate of VND to HKD was
relatively stable in the first year of the Track Record Period. The rate was on downturn since
the beginning of 2008 which was mainly attributable to the economic downturn of Vietnam.
The exchange rate of VND to HKD reached approximately VND1.00 to HKD0.00042 at the
beginning of 2010. The highest rate was approximately VND1.00 to HKD0.00049 during the
Track Record Period. The value of the VND has fluctuated in the past and is subject to changes
in the Vietnamese government’s political and economic policies. The Vietnamese government
has taken a liberal approach to foreign exchange management in that the State Bank influences
the exchange rate only through the financial markets and monetary policies. However, there
can be no assurance that the government will continue to pursue a liberal management policy
in respect of foreign exchange. If it does not do so, the Group’s financing costs may increase
and the Group’s financial condition and results of operations may be adversely affected by
changes in the value of VND.

Limited remaining term of lease in relation to the Existing Vietnam Production Plant

The Group’s current production plant in Vietnam are under a lease which is expiring in
June 2011. If the landlord refuses to renew the term of the lease and the Group is unable to
commence and relocate its operation to the new production plant prior to the expiry of the said
lease, the Group will be unable to continue its operation in Vietnam.
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Limited term of ownership over the New Vietnam Production Plant

The Group’s right to use and occupy the Vietnam Sublease Property will expire on 18
October 2055. The Group’s investment certificate for its operation in Vietnam will expire in
January 2035.

According to the Company’s legal advisers as to Vietnamese law, the Group has
ownership over the buildings to be erected on the Vietnam Sublease Property during the term
of the lease agreement, during which time the Group is entitled to deal with the buildings such
as sale or transfer. When the investment certificate of Vietnam Centresin expires in 2035 and
is not renewed, Vietnam Centresin shall cease to exist under the laws of Vietnam. Certain steps
should be taken before expiry of its investment certificate to either extend the term of the
investment certificate or to transfer the ownership of the buildings together with the land use
right with respect to the leased land to a third party prior to the expiry of the investment
certificate. Otherwise the Group’s ownership over such buildings will cease and will be
surrendered to the respective landlord or lessor if they indicate that the Group needs not to
return the land on a vacant condition. Once the Group no longer owns those buildings, the

Group will have no further rights to operate or continue its business within those buildings.

According to Article 52 of the Investment Law of Vietnam, the operational duration of a
foreign project shall not exceed 50 years unless the competent authorities of Vietnam approve
otherwise, having regard to the nature of a particular investment project undertaken by the
foreign investor, such as the scale of the investment and the projected investment return. Since
the lessor of the Vietnam Sublease Property is a foreign invested company according to its
investment certificate, it is uncertain that the sublease agreement between the Vietnam
Centresin and the lessor can be extended or renewed upon the expiry of the 50-year term
because the current operational duration of lessor’s investment certificate is for 50 years (i.e.
until 18 Oct 2055) and the duration may not be extended due to the above regulation. Thus, the
Group may not be able to have the sublease agreement extended or renewed beyond the time

when the lease between the lessor and the Vietnam government expires.

According to the Company’s legal advisers as to Vietnamese law, the procedure for
extension of the term of the investment certificate is of administrative nature by filing an
application to the Binh Daong Industrial Zones Authority (“BIZA”) and BIZA shall amend the
investment certificate accordingly upon receipt of all the documents required to be filed. No

fee is payable for the application of extension of the term of the investment certificate.

Contribution to part of the charter capital of Vietnam Centresin remains outstanding

The charter capital of Vietnam Centresin initially was US$300,000 in 2005 and was
subsequently increased to US$600,000 on 12 January 2009. The increased charter capital of
US$300,000 was required to be paid up by the end of 2009 and the Group had not contributed
the increased portion of the charter capital within such prescribed time limit.
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The Group has applied to the Vietnam authority for amending the Vietnam Centresin’s
investment certificate for, inter alia, extension of the deadline for contribution to the increased
portion of the charter capital. The Vietnam authority has on 16 April 2010 granted to Vietnam
Centresin an amended investment certificate whereby the deadline for the contribution of the
increased charter capital of US$300,000 has been extended to December 2010. Since the new
investment certificate was only issued in April 2010, the Company’s legal advisers as to
Vietnamese law advised that failure to contribute the charter capital by the end of 2009
constituted a breach of the terms of Vietnam Centresin’s investment certificate and is not in
accordance with the Vietnamese laws, which will result in an administrative penalty ranging
from VND7,000,000 to VND10,000,000 (equivalent to approximately HK$3,000 to HK$4,300)
though such failure will not result in the revocation of Vietnam Centresin’s investment
certificate or cause any material adverse consequence to its business and operation.
Nonetheless, the Company’s legal advisers as to Vietnamese laws opined that the possibility
that Vietnam Centresin would be fined for the delay in capital contribution was low in view of
the fact that the amended investment certificate had been issued and that the Vietnam authority

had not taken any action in this regard.

The Group withheld to make the further capital contribution of US$300,000 by 2009 since
the global economy had experienced substantial turbulence since late 2008, which had a
negative impact on the consumers market generally. While the Directors consider that it is in
the interest of the Group to continue to expand its business in Vietnam, in particular in light
of the successful development of the Vulcanized Shoes Adhesive Related Products in early
2009, given that (i) the recovery of the global economy remains slow, especially in the United
States and Europe; and (ii) the various economic stimulations measures adopted by various
governments around the world may be adjusted or withdrawn, the Directors also consider that
it is prudent for the Group to exercise a high degree of caution in allocation of the funds of the
Group.

The Directors, having considered the opinion of the Company’s legal advisers as to
Vietnamese law, are of the view that such breach of the term of the investment certificate will
not result in any material adverse operational and financial impact on the Group’s operation in

Vietnam.

The Indemnifiers have agreed and undertaken to indemnify the Group for, among other
things, any loss or damage sustained by the Group arising from the Group’s failure to
contribute the remaining charter capital of US$300,000 of Vietnam Centresin by the time limit
previously prescribed by the relevant Vietnam authorities.
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RISK FACTORS

Failure to relocate the head office of Vietnam Centresin constitutes a breach of the terms
of the investment certificate

According to the investment certificate of Vietnam Centresin, the head office of Vietnam
Centresin has to be relocated to Road No.2, Dong An Industrial Zone, Thuan An District, Binh
Duong Province to D2-3, Dai Dang Industrial Zone, Tan Uyen District, Binh Duong Province,
Vietnam, being the address of the New Vietnam Production Plant, within one year from 12
January 2009. However, due to the economic downturn resulting in the delay in the Group’s
expansion plan in Vietnam and the expected commencement of operation of the new production
facilities in Vietnam in December 2011, the Group has not relocated its head office in Vietnam
to the said address before the prescribed time limit. Upon application by Vietnam Centresin,
the Vietnam authority has on 16 April 2010 issued an amended investment certificate to
Vietnam Centresin whereby the deadline for the relocation of its head office to the address of
New Vietnam Production Plant has been extended to September 2011. Since the amendment to
the investment certificate was only granted on 16 April 2010, the Company’s legal advisers as
to Vietnamese law advised that the failure to relocate the head office of Vietnam Centresin by
January 2010 constituted a breach of the terms of the investment certificate of Vietnam
Centresin and therefore was not in compliance with the Vietnam law. The Company’s legal
advisers as to Vietnamese law, however, further advised that such breach is not considered to
be material and it will not result in the revocation of the investment certificate. As advised by
the Company’s legal advisers as to Vietnamese law, the Company may be subject to a fine
between VND5,000,000 and VND7,000,000 (equivalent to approximately HK$2,000 and
HK$3,000) due to the failure to properly comply with the terms of its investment certificate
under relevant Vietnam regulations. Nonetheless, the Company’s Vietnam legal adviser opined
that the possibility that Vietnam Centresin would be fined for the delay in relocation of its head
office was low given the fact that the amended investment certificate had been issued and that

the Vietnam authority had not taken any action in this regard.

The Directors, having considered the opinion of the Company’s legal advisers as to
Vietnamese law, are of the view that such breach of the term of the investment certificate will
not result in any material adverse operational and financial impact on the Group’s operation in

Vietnam.
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RISK FACTORS

RISK RELATING TO BANGLADESH

The Group has no experience in Bangladesh and as it is a new market for the Group. The
unanticipated events related to the operation in new markets may adversely affect the
Group

To achieve a goal of proximity to customers, the Group is always looking for the
expansion of manufacturing plants to new market which is close to the Group’s current or
potential customers. However, the entry of new market exposes the Group to a number of risks,

including but not limited to:

. different legal and regulatory requirements;

. protection for intellectual property rights may be weakened in some jurisdictions;
. relative high resistance from the domestic unions;

. changes in political and economic conditions; and

. potential adverse effects in relation to tax and currency.

The Group cannot assure that the expansion plans will be successful and additional
resources for the expansion plan may not be available to the Group in a timely manner. If the
achievements of the expansion plans do not meet the anticipated outcome of the Group, the
business, financial condition and the operation of the Group may be materially and adversely
affected.

RISKS RELATING TO THE SHARE OFFER

There was no prior public market for the Shares and the liquidity and market price of the
Shares following the Share Offer may be volatile

There was no public market for the Shares prior to the Share Offer. The initial Offer Price
range for the Offer Shares is the result of negotiations among the Company and the Joint
Bookrunners on behalf of the Underwriters. There is no indication from the Offer Price that the
Shares prices will prevail in the trading market. The market price for the Shares may fall below
the Offer Price. Furthermore, a listing on the Stock Exchange does not guarantee that an active
and liquid trading market for the Shares will develop or be sustained following the Share Offer.
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RISK FACTORS

Concentrated ownership and the Controlling Shareholders may exert substantial
influence over the Group and may not act in the best interests of the independent
Shareholders

Upon completion of the Share Offer, Mr. leong, through All Reach, will own 67.5% of the
Company’s issued share capital. Mr. leong will be in a position to exert significant influence
over the Group’s affairs, and will be able to influence the outcome of most of the Shareholders’
resolutions. The interests of the Controlling Shareholders may not necessarily be aligned with
that of the other Shareholders, and this concentration of ownership may also have the effect of

delaying, deferring or preventing a change in control of the Company.

There may be dilution of shareholding as a result of issue of new Shares or equity linked
securities

The Group may need to raise additional fund in the future to finance business expansions
whether relating to the Group’s existing operations or new acquisition. If additional funds are
raised through the Company’s issue of new shares or equity-linked securities other than on a
pro-rata basis to existing Shareholders, then (i) the percentage ownership of those existing
Shareholders may be reduced, and they may experience subsequent dilution, and/or (ii) such
newly issued securities may have rights, preferences and privileges superior to the Shares of
those existing Shareholders.

The accuracy of the statistics and industry information is not guaranteed

Certain facts, statistics and data presented under the section headed “Industry overview”
and elsewhere in this prospectus have been derived, in part, from various official publications
of government and related parties. Although reasonable steps have been taken by the Directors
to ensure that such information and statistics were extracted accurately from reliable sources,
neither the Company, the Directors, the Joint Sponsors nor any of the parties involved in the
Share Offer have independently verified, or make any representation as to, the accuracy of such
information and statistics. There is no assurance that statistics or data derived from multiple
official government publications and several sources will be prepared on a comparable basis
or that such information and statistics will be stated or prepared in the same standard or level
of accuracy as, or consistent with, those in other publications. Accordingly, such information

and statistics may not be accurate and should not be unduly relied upon.
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FORWARD-LOOKING STATEMENTS

The words “anticipate”, “believe”, “consider”, “could”, “expect”, “intend”, “may”,
“plan”, “seek”, “will”, “would”, “with a view to” and similar expressions, and the negative of
these words as they relate to us, are intended to identify a number of these forward-looking
statements. These forward-looking statements reflecting the Directors’ current views with
respect to future events are not an assurance of future performance and are subject to certain
risks, uncertainties and assumptions, including the risk factors described in this prospectus.
One or more of these risks or uncertainties may materialise, or underlying assumptions may

prove incorrect.

Subject to the requirements of the Listing Rules, the Group does not intend to publicly
update or otherwise revise the forward-looking statements in this prospectus, whether as a
result of new information, future events or otherwise. As a result of these and other risks,
uncertainties and assumptions, the forward-looking events and circumstances discussed in this
prospectus might not occur in the way the Group expects, or at all. Accordingly, you should
not place undue reliance on any forward-looking information. All forward-looking statements

in this prospectus are qualified by reference to this cautionary statement.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies Ordinance, the
Securities and Futures (Stock Market Listing) Rules and the 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 prospectus is accurate and complete in all material respects and not misleading or
deceptive, and there are no other matters the omission of which would make any statement
herein or this prospectus misleading. The Share Offer is made solely on the basis of the
information contained and the representations made in this prospectus and the Application
Forms. No person is authorised in connection with the Share Offer to give any information or
to make any representation not contained in this prospectus and the Application Forms, and any
information or representation not contained herein must not be relied upon as having been
authorised by the Company, the Joint Sponsors, the Joint Bookrunners, the Underwriters, any
of their respective directors or affiliates of any of them or any other person or party involved
in the Share Offer.

UNDERWRITING

This prospectus is published solely in connection with the Public Offer which forms part
of the Share Offer. The Share Offer comprises the Placing and the Public Offer which are
subject, in each case, to re-allocation described in the section headed “Structure of the Share
Offer” in this prospectus. For applicants under the Public Offer, this prospectus and the
Application Forms set out the terms and conditions of the Public Offer.

The Listing is sponsored by SinoPac and Hai Tong Capital. SinoPac, First Shanghai and
Sun Hung Kai act as the Joint Bookrunners.

Subject to the terms of the Underwriting Agreements (including the determination of the
Offer Price by agreement between the Company and the Joint Bookrunners (on behalf of the
Underwriters), at or before 5:00 p.m. on the Price Determination Date, being 3 August 2010
(or such later date as may be agreed between the parties, or in any event no later than 4 August
2010)), the Public Offer Shares are fully underwritten by the Public Offer Underwriters and the
Placing Shares are expected to be fully underwritten by the Placing Underwriters. For
particulars of the Underwriters and the underwriting arrangements, please see the section
headed “Underwriting” in this prospectus.

DETERMINATION OF THE FINAL OFFER PRICE

The Offer Price is expected to be determined by agreement between the Company and the
Joint Bookrunners (on behalf of the Underwriters), at or before 5:00 p.m. on the Price
Determination Date, being 3 August 2010 (or such later date as may be agreed between the
parties, or in any event no later than 4 August 2010). If, for whatever reason, the Joint
Bookrunners (acting on behalf of all the Underwriters) and the Company are unable to
agree on the final Offer Price, the Share Offer (including the Public Offer) will not
proceed and will lapse.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

RESTRICTIONS ON THE OFFER SHARES

Each person acquiring the Offer Shares under the Public Offer will be required to, or to
be deemed by his acquisition of the Offer Shares to, confirm that he is aware of the restrictions
on offers of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares, other than in
Hong Kong, or the distribution of this prospectus in any jurisdiction other than Hong Kong.
Accordingly, this prospectus may not be used for the purpose of, and does not constitute, an
offer or invitation in any jurisdiction or in any circumstances in which such an offer or
invitation is not authorized or to any person to whom it is unlawful to make such an offer or
invitation. The distribution of this prospectus and the offering and sale of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under
the applicable securities laws of such jurisdictions pursuant to registration with or
authorisation by the relevant securities regulatory authorities or an exemption therefrom. In
particular, no Offer Shares will be offered or sold, directly or indirectly, in the PRC or Taiwan.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee for the listing of, and permission to
deal in, the Shares in issue, Shares to be issued pursuant to the Capitalisation Issue, Shares to
be issued pursuant to the Share Offer, and any Shares to be issued upon the exercise of any
option which may be granted under the Share Option Scheme, on the Main Board. As at the
Latest Practicable Date, no part of the Shares or loan capital of the Company was listed or dealt
in on the Main Board or on any other stock exchange and at present, no such listing or
permission to deal in is being or is proposed to be sought on any other stock exchange.

HONG KONG BRANCH REGISTER AND STAMP DUTY

All Shares to be issued pursuant to the Capitalisation Issue, the Share Offer and any
Shares to be issued upon exercise of any option which may be granted under the Share Option
Scheme will be registered on the Company’s Hong Kong branch register of members to be
maintained by Tricor Investor Services Limited. The Company’s principal register of members
will be maintained in the Cayman Islands by Butterfield Fulcrum Group (Cayman) Limited.
Only Shares registered on the Company’s branch register of members maintained in Hong
Kong may be traded on the Stock Exchange. Dealings in Shares registered on the Company’s
Hong Kong branch register of members will be subject to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, purchasing, holding,
disposing of, dealing in, or the exercise of any rights in relation to, the Offer Shares, you
should consult your professional advisers. The Company, the Directors, the Joint Sponsors, the
Joint Bookrunners, the Underwriters, any of their respective directors, agents or advisers or any
other person or party involved in the Share Offer do not accept responsibility for any tax effects
on or liabilities resulting from the subscription for, purchase, holding, disposing of, dealing in,
or the exercise of any rights in relation to, the Offer Shares.
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INFORMATION ABOUT THIS PROSPECTUS AND THE SHARE OFFER

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the approval for listing of, and permission to deal in, the Shares
on the Stock Exchange and the compliance with the stock admission requirements of HKSCC,
the Shares will be accepted as eligible securities by HKSCC for deposit, clearance and
settlement in CCASS with effect from the Listing Date or any other date HKSCC chooses.
Settlement of transactions between participants of the Stock Exchange is required to take place
in CCASS on the second business day after any trading day. Investors should seek the advice
of their stockbrokers or other professional advisers for details of those settlement arrangements
and how such arrangements will affect their rights and interests. All activities under CCASS
are subject to the General Rules of CCASS and CCASS Operational Procedures in effect from
time to time. All necessary arrangements have been made for the Shares to be admitted into
CCASS.

PROCEDURES FOR APPLICATION FOR SHARES

The procedures for applying for the Public Offer Shares are set out in the section headed
“How to apply for the Public Offer Shares” and on the relevant Applications Forms.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Main Board are expected to commence at 9:30 a.m., on
Thursday, 12 August 2010. Shares will be traded in board lots of 4,000 Shares each.

ROUNDING

Any discrepancies in any table between totals and sums of individual amounts listed in

any table contained in this prospectus are due to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Name

Executive Directors

Mr. Ieong Un

Mr. Ip Chin Wing

Mr. Ip Ka Lun

Mr. Stephen Graham Prince

Address

Estrada Nova de HAC-SA
No. 181C, Sandar, E5, Edif
Hellene Garden (Lot VI)
Coloane, Macau

1F., No. 2

Ah Kung Ngam Road
Shaukeiwan

Hong Kong

43B, Block 6, Le Point
8 King Ling Road
Tseung Kwan O
Kowloon

Hong Kong

Hua Fa New Town, Building 76
Apartment 901

Qian Shan District

Zhuhai

The PRC

Independent non-executive Directors

Mr. Chan Wing Yau George

Mr. Ho Gilbert Chi Hang

Mr. Poon Yick Pang Philip

5B, 78A Bonham Road
Hong Kong

Flat B, 43/F

Tower 2, The Legend
23 Tai Hang Drive
Jardine’s Lookout
Hong Kong

Unit A, 8/F., Tower A
Hollywood Terrace

268 Queen’s Road Central
Hong Kong
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Chinese

Chinese

Chinese
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Chinese

Chinese
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

PARTIES INVOLVED IN THE SHARE OFFER

Joint Sponsors SinoPac Securities (Asia) Limited
21/F, One Peking, 1 Peking Road
Tsim Sha Tsui
Kowloon
Hong Kong

Hai Tong Capital (HK) Limited
22/F, Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong

Joint Bookrunners and Joint Lead SinoPac Securities (Asia) Limited
Managers 21/F, One Peking, 1 Peking Road
Tsim Sha Tsui
Kowloon
Hong Kong

First Shanghai Securities Limited
19th Floor, Wing On House

71 Des Voeux Road Central
Hong Kong

Sun Hung Kai International Limited
12/F, CITIC Tower

I Tim Mei Avenue

Central, Hong Kong

Co-Managers Polaris Securities (Hong Kong) Limited
Room 1003-4, Tower 1
Admiralty Centre
18 Harcourt Road
Hong Kong

Prudential Brokerage Limited
9/F, World-wide House

19 Des Voeux Road C.
Central, Hong Kong

Public Offer Underwriters SinoPac Securities (Asia) Limited
21/F, One Peking, 1 Peking Road
Tsim Sha Tsui
Kowloon
Hong Kong

First Shanghai Securities Limited
19th Floor, Wing On House

71 Des Voeux Road Central
Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

Sun Hung Kai International Limited
12/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

Polaris Securities (Hong Kong) Limited
Room 1003-4, Tower 1

Admiralty Centre

18 Harcourt Road

Hong Kong

Prudential Brokerage Limited
9/F, World-wide House

19 Des Voeux Road C.
Central, Hong Kong

Legal advisers to the Company As to Hong Kong Law:
Michael Li & Co.
14/F., Printing House
6 Duddell Street
Central
Hong Kong

As to PRC Law:

JiaYuan Law Firm

F407

Ocean Plaza

158 Fuxing Men Nei Street
Xicheng District

Beijing

The PRC

As to Cayman Islands Law:
Conyers Dill & Pearman
Cricket Square

Hutchins Drive

Grand Cayman KY1-1111
Cayman Islands

As to Macau Law:

Leong Hon Man Law Office
12/F, China Law Building
Avenida Praia Grande no. 409
Macau
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DIRECTORS AND PARTIES INVOLVED IN THE SHARE OFFER

As to Vietnam Law:

Vietnam International Law Firm
(VILAF - Hong Duc)

Saigon Tower, Suites 505-507

29 Le Duan Street, District 1

Ho Chi Minh City

Vietnam

As to Bangladesh Law:

Doulah & Doulah

Advocates Attorneys & Notaries
1st and 2nd Floors

Plot 153/2, Road 2/2, Block-A
Section 12, Mirpur

Dhaka 1216

Bangladesh

Legal advisers to the Joint Sponsors and As to Hong Kong Law:
the Underwriters Leung & Lau
13th Floor, Public Bank Centre
120 Des Voeux Road C
Central
Hong Kong

As to PRC Law:

GFE Law Office

18th Floor, Guangdong Holdings Tower
No.555 Dongfeng East Road
Guangzhou

The PRC

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

Property valuer LCH (Asia-Pacific) Surveyors Limited
17th Floor, Champion Building
Nos. 287-291 Des Voeux Road Central
Hong Kong

Receiving banker Standard Chartered Bank (Hong Kong)
Limited
15th Floor, Standard Chartered Tower
388 Kwun Tong Road
Kwun Tong, Kowloon
Hong Kong
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CORPORATE INFORMATION

CORPORATE INFORMATION

Registered office

Headquarter

Place of business in Hong Kong registered
under Part XI of the Hong Kong
Companies Ordinance

Company secretary

Company website

Audit committee

Remuneration committee

Nomination committee

Authorised representatives (for the
purpose of the Listing Rules)

Cricket Square

Hutchins Drive, PO Box 2681
Grand Cayman, KYI1-1111
Cayman Islands

Rua de Pequim No. 202A-246
Macau Finance Centre

16 Andar A-D,M,N

Macau

Unit 6, 11/F, Wayson Commercial Building
28 Connaught Road West
Hong Kong

Mr. Lau Chan Wing Raymond CPA, FAIA(UK)

www.infinitychemical.com (Note)

Mr. Poon Yick Pang Philip (Chairman)
Mr. Chan Wing Yau George
Mr. Ho Gilbert Chi Hang

Mr. Chan Wing Yau George (Chairman)
Mr. Poon Yick Pang Philip

Mr. Ho Gilbert Chi Hang

Mr. Ip Ka Lun

Mr. Ho Gilbert Chi Hang (Chairman)
Mr. Chan Wing Yau George

Mr. Poon Yick Pang Philip

Mr. Ip Ka Lun

Mr. Ip Chin Wing
1F., No. 2

Ah Kung Ngam Road
Shaukeiwan

Hong Kong

Note: Content of this website does not form part of this prospectus.
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CORPORATE INFORMATION

Mr. Ip Ka Lun

43B, Block 6, Le Point
8 King Ling Road
Tseung Kwan O
Kowloon

Hong Kong

Compliance Adviser SinoPac Securities (Asia) Limited
21/F, One Peking
1 Peking Road
Tsim Sha Tsui
Kowloon, Hong Kong

Principal bankers Banco Tai Fung
Tai Fung Bank Headquarters Building, 418
Alameda Dr. Carlos D’ Assumpcao
Macau

Banco Nacional Ultramarino
Av. Almeida Ribeiro, No. 22
Macau

Bank of East Asia

Alameda Dr. Carlos D’ Assumpcao No. 322
Fu Tat Fa Yuen

R/C AP to AW

Macau

Banco Delta Asia
No. 39-41, Rua do Campo
Macau

The Hongkong and Shanghai Banking
Corporation Limited

639 Avenida da Praia Grande

Macau

Bank of China

222-224, Ping Tang Lu

Ping Sha Town, Jin Wan District
Gaolan Port Economic Zone
Zhuhai

The PRC
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CORPORATE INFORMATION

Industrial & Commercial Bank of Vietnam
108 Tran Hung Dao

Hoan Kiem
Hanoi
Vietnam
Principal share registrar and transfer Butterfield Fulcrum Group (Cayman)
office in the Cayman Islands Limited

Butterfield House

68 Fort Street

P.O. Box 609

Grand Cayman KYI-1107

Cayman Islands

Hong Kong branch share registrar and Tricor Investor Services Limited
transfer office 26th Floor
Tesbury Centre
28 Queen’s Road East
Wan Chai
Hong Kong
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INDUSTRY OVERVIEW

The information provided in this section is partly derived from various government
and/or publications provided by independent research companies, such as publications of
the Adhesive Industry Report. The Directors believe that the sources of this information
are appropriate sources for such information and have taken reasonable care in extracting
and reproducing such information. The Directors have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render
such information false or misleading. The information derived from such sources has not
been prepared, independently verified and commissioned by the Company, the Joint
Sponsors, the Joint Bookrunners or the Underwriters or any of their respective affiliates
and advisers, and may not be consistent with other information compiled within or

outside the PRC. No representation is given as to its accuracy.

INTRODUCTION

The Group is principally engaged in the production, sale and development of adhesives
and primers and the distribution of hardeners, which widely used by the Group’s customers in
the process of footwear manufacturing in the PRC and Vietnam. Since the Group’s products are
key production materials for footwears, the Directors consider that the market demand for
footwear has material impact on the industry which the Group operates. Furthermore, the
Group’s products, being adhesive, primer and hardener, are essentially working together in the
bonding process during the footwear production process. The market demand for and/or
consumption of adhesive also reflects the market demand and/or consumption of primer and

hardener.

THE FOOTWEAR MARKET

Overview of the global footwear market

In November 2009, T3 (It 30 )5 & &5 & 41 BR 24 7] (Beijing Qianxun Consulting Co., Ltd.)
which is an independent market research service provider issued the Adhesive Industry Report.
The Adhesive Industry Report was not commissioned by the Company nor the Joint Sponsors.
The sources of data and analysis in the Adhesive Industry Report are obtained from (i)
government, regulatory or related organisations; (ii) annual or quarterly reports for the
companies in footwear manufacturing industry; (iii) public information of the footwear
manufacturing industry; (iv) interviews with the specialists or customers from which related
information and data were obtained; (v) long term observation from Beijing Qianxun
Consulting Co., Ltd.; and (vi) final verification of the data and information through

consultation with specialists, research etc.
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INDUSTRY OVERVIEW

According to the Adhesive Industry Report, demand for footwears has grown from 2005
to 2008 and global production output of footwears amounted to approximately 14 billion pairs
in 2005, approximately 14.9 billion pairs in 2006, approximately 16.1 billion pairs in 2007 and
approximately 16.6 billion pairs in 2008 despite of the global financial crisis in late 2008,
representing a compound annual growth rate of approximately 5.84%.

The following chart illustrates the growth rate and global production output of footwears
from 2005 to 2008:
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Footwear market of the PRC

According to the Adhesive Industry Report, the PRC is the largest export country of
footwear in the world. In recent years, the annual production output of footwears in the PRC
exceeded 10 billion pairs, which contributed to approximately 66% of the global production
output of footwears. In 2008, the PRC exported approximately 8.12 billion pairs of footwear,
which valued approximately US$28.8 billion and represented approximately 1.38 times of the
export volume of footwear by the PRC in 1999.
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INDUSTRY OVERVIEW

The following chart illustrates export volume of leather shoes and cloth shoes in the PRC
and its growth rate from 2005 to 2008:
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According to the China Statistical Yearbook 2007 to 2009, approximately 2.48 billion
pairs, 2.68 billion pairs, 2.76 billion pairs and 2.51 billion pairs of leather shoes and cloth
shoes were exported from the PRC in 2005, 2006, 2007 and 2008 respectively. A substantial
annual growth of leather shoes and cloth shoes export of approximately 8.2% in the PRC was
recorded in 2006, which was mainly attributable to the global economic growth leading the
increase in demand for consumption products. In view of the financial crisis in late 2008, the
export of leather shoes and cloth shoes in the PRC dropped by approximately 9% to
approximately 2.51 billion pairs in 2008.

THE VULCANIZED SHOES MARKET

At 50 1 A1 % 3 £& B R A BR 2 7 (unofficial translation as Beijing Bo Chuang Zhi Ye
Investment Consultancy Co., Ltd.), an independent market research service provider, in July
2009 conducted a research regarding the vulcanized shoes market in the PRC (“Vulcanized
Shoes Report”), which was not commissioned by the Company nor the Joint Sponsors. The
source of data and analysis in the Vulcanized Shoes Report are obtained from relevant
government bodies, public information of the footwear suppliers and interviews with experts
from footwear industry associations, academics as well as executives from various

manufacturers.
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INDUSTRY OVERVIEW

According to the Vulcanized Shoes Report, the vulcanized shoes widely cover all classes
of market and is dominated by major footwear suppliers nowadays. Since the market of
vulcanized shoes is relative mature in America and Europe, the consumption of the vulcanized
shoes is mainly generated from those two regions. However, it is expected that the current
production and consumption of vulcanized shoes will change because of the development of
the Asian countries and the increasing awareness of fashionable products in Asia.

The PRC is the country with quickest pace in economical development among Asia. The
demand of vulcanized shoes in the PRC is expected to be a growth driver of the footwear
market. The vulcanized shoes market in the PRC is also dominated by those footwear suppliers.
Although there are several new brands of vulcanized shoes from the PRC, the footwear
suppliers had developed enduring brands and images over the domestic brands in the PRC. The
loyalty from the customers toward those brands are very high and it is believed that such high
loyalty forms a barrier for those PRC new brands to develop in the vulcanized shoes market
in PRC.

The following chart illustrates the demand of vulcanized shoes in the PRC from 2005 to
2010:
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According to the Vulcanized Shoes Report, the demand for vulcanized shoes increased
from approximately 3.2 billion pairs to approximately 4.1 billion pairs in the PRC from 2005
to 2008, representing a compound annual growth rate of approximately 8.2%. It is estimated
that the demand for vulcanized shoes will be further increased to approximately 4.3 billion
pairs and 4.5 billion pairs in 2009 and 2010 respectively, representing a growth of
approximately 5.3% in 2009 and approximately 5.5% in 2010. Such trend illustrates that the
vulcanized shoes have become popular in the PRC.

The following chart illustrates the supply of vulcanized shoes in the PRC from 2005 to
2010:
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According to the Vulcanized Shoes Report, for the recent years, the supply of vulcanized
shoes was lower than the demand of vulcanized shoes in the PRC. In 2005, the output of
vulcanized shoes in the PRC reached approximately 2.1 billion pairs, but there were
approximately 3.2 billion pairs of vulcanized shoes sold in the PRC market, which implied that
approximately 1.1 billion pairs of vulcanized shoes were imported from other countries. Such
difference has been further enlarged to approximately 1.5 billion pairs of vulcanized shoes in
2008 and expected to increase to approximately 1.6 billion pairs in 2010, which reflected that
the vulcanized shoes market has still been dominated by foreign footwear suppliers.

According to the Vulcanized Shoes Report, further legislation of relevant rules and
regulations governing the environmental protection will be taken, which may include disposal
and recycle of chemical waste, and/or the production and usage of chemical materials. In such
regard, footwear manufacturers are expected to focus on adoption of relevant policy to cope
with the increasing concern in environmental protection such as development of new

production technology and/or application of environmental friendly raw materials.
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Based on the industry information of vulcanized shoes mentioned above, the Directors, to
their best knowledge and understanding, believe that the vulcanized shoes market would
become the Group’s new market in the footwear manufacturing industry and provide the Group
business opportunity.

THE ADHESIVE MARKET

Adhesive material

Adhesives are used in everyday life for small repair jobs and it has been long and widely
employed by the manufacturing industry. Adhesives are widely used in the footwear
manufacturing as the bonding by adhesive is more cost efficient and time saving than the use

of weaving in footwear manufacturing.

Since different materials and processes will be applied on the manufacture of different
types of footwears, high capability and effective adhesives have to be used, such as high degree
of bond strength to resist repetitions of bending, straightening, compressing, recovering,
rubbing and friction. The materials and bonding strength of the adhesives should be able to
resist the rain, snow, wind, ultraviolet light, temperature changes, and whatever other condition
to which the footwear will be exposed. Therefore, adhesives and bonding processes used in the
footwear industry must offer good strength and workability for production in efficient manner.
Furthermore, adhesives must also be invisible and aesthetically to the footwear’s design. In
addition, the adhesive’s formulations and processes must be environmental friendly and hazard
free.

Footwear adhesive industry in the PRC

The footwear adhesive manufacturing industry in the PRC grew rapidly from 2005 to
2008, and the raw materials used for producing footwear adhesives have been changed
substantially.

The management of the Group consider that the adhesive products in the PRC can be
broadly divided into two groups based on market demand, pricing and adhesive performance,
namely: (i) high end adhesive products, with comparatively good quality and higher price,
produced by foreign investment enterprises in the PRC; and (ii) lower end adhesive products
with unstable product quality, comparatively less environmental friendly and comparatively
lower market price, produced by local small adhesive manufacturers in the PRC. Currently,
there are severe price competitions for the lower end adhesive market in the PRC. However,
the price competition for the high end adhesive is relatively slight.

The adhesive manufacturers are usually located close to the footwear manufacturers.
Hence, most of the adhesive manufacturers in the PRC are located in Zhejiang province and
Guangdong province etc. in order to be located in the proximity with the major footwear
manufacturers in these areas.
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According to the Adhesive Industry Report, the annual consumption of adhesive in the
PRC for footwear manufacturing was approximately 129,000 tonnes in 2005 and increased to
approximately 168,000 tonnes in 2008, which represents a compound annual growth rate of
approximately 9.2%. Since the manufacture of footwear of the PRC has been growing in the
past few years, especially the growing of export demand and domestic demand of footwear, the
demand for the footwear adhesive from the manufacturers in the PRC has been growing
steadily. The growth rate of consumption of adhesive for the footwear manufacturing in the
PRC grew by approximately 12.24% and 13.22% in 2006 and 2007 respectively. Due to the
contraction of market demand in 2008, the growth rate for the output of footwear adhesive in
the PRC reduced to approximately 2.36% in 2008. Such decline was attributable to the fallout

of global financial crisis in late 2008.

The following chart illustrates the consumption of footwear adhesive and their respective
growth rate from 2005 to 2008:
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Based on the sales volume of the Group in the PRC amounted to approximately 7,590
tonnes and 9,426 tonnes for the year 2007 and 2008 respectively and the consumption of
footwear adhesive in the PRC in 2007 and 2008, the market shares for the PRC market of the
Group were approximately 4.63% and 5.61% for the year 2007 and 2008 respectively.

71 =



INDUSTRY OVERVIEW

Despite the slow down of the growth in the PRC footwear adhesive market in 2008, the
Adhesive Industry Report estimates that the consumption of footwear adhesive in the PRC
grow at a rate of approximately 5% between 2009 and 2010, and approximately 8% between
2011 and 2012. Such growth rate estimation is reached after taking into consideration (i) the
increase in consumption of footwear adhesive resulting from the expected increase in output
of footwear products in the PRC; (ii) the expected increase in GDP of the PRC which leads to
the increase in consumption power in the PRC, and in turn increases the demand and output
of footwear products in the PRC; and (iii) the residual effect from financial crisis occurred in

late 2008 impeding the global economy recovery in the future years.

The following chart illustrates the expected consumption of footwear adhesive and their

respective growth rates from 2009 to 2012:
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According to the Adhesive Industry Report, the annual output of adhesive in the PRC
amounted to approximately 71,600 tonnes, 84,100 tonnes, 98,700 tonnes and 103,100 tonnes
from 2005 to 2008 respectively, representing a growth of approximately 17% in 2006,
approximately 17% in 2007 and approximately 4% in 2008. The decrease in growth of adhesive
output in 2008 was mainly due to the fact that the footwear market was adversely affected by
the economy downturn in late 2008, which led to decrease in demand for footwear adhesive.
Furthermore, it was obvious that the consumption of footwear adhesive in the PRC was in
excess of the total output of footwear adhesive in the PRC for the past four years from 2005
to 2008. This implied that certain of the footwear adhesive were sourced from foreign adhesive

suppliers.
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MARKET TREND OF FOOTWEAR ADHESIVE IN THE PRC

Most of the PRC footwear manufacturers are engaged in export market and target at high
end adhesive products with environmental friendly as the focus or satisfying the quality and
environmental protection requirements of foreign footwear suppliers. Since locally produced
footwear adhesives in the PRC are usually low-end products which are not suitable to the
manufacturers for export footwear market, the export footwear manufacturers, include the PRC
footwear manufacturers and foreign footwear manufacturers in the PRC usually make use of
imported footwear adhesives which usually have higher quality and more reassurance in the
environmental protection and non-toxic issue.

Due to the increasing concerns on the environmental issue for footwear exporting from
the PRC, the Adhesive Industry Report estimated that there will be a shortage of supplies in
high quality footwear adhesive. On the other hand, there will be an excess supply of footwear
adhesive of low quality produced by the local footwear adhesive manufacturers in the PRC.
The Adhesive Industry Report also estimated that the footwear output in the PRC will increase
to approximately 12.5 billion pairs per year in 2012, of which approximately 70% of the
footwear output will be exported. Due to the requirements of environmental protection
standard and the reliable quality, the footwear manufacturers of export prefer the imported
adhesives or the adhesives manufactured by foreign suppliers. Despite the lower quality of the
locally produced footwear adhesives in the PRC, the Adhesive Industry Report expects that the
effort spent by the adhesive manufacturers in the PRC in research and development will
improve their product quality and will meet the higher standard of requirements in
environmental protection for the footwear export market. It is expected that the quality of
locally produced adhesives will gradually reach the quality of adhesives manufactured by
foreign manufacturer.

Adhesive industry in Vietnam

Vietnam is the fourth largest footwear producer of the world and the annual production
output of footwear by Vietnam amounted to approximately 400 million to 600 million pairs and
90% of which were exported. The aggregate value of footwear export from Vietnam amounted
to approximately US$3.55 billion in 2006. The aggregate footwear export value of Vietnam for
the period from January to October 2007 amounted to approximately US$3.2 billion which
represented an increase of 9.9% comparing with the corresponding period last year. Currently,
the consumption of footwear adhesive by the manufacturers in Vietnam amounted to 10,000

tonnes per year.

Due to the lack of the domestic supply of raw materials for footwear manufacturing, the
footwear manufacturers in Vietnam mainly rely on the import of raw materials. The lower
operation cost is a competitive edge to attract the foreign footwear manufacturers to establish
the manufacturing plants in Vietnam. However, the domestic demand of footwear in Vietnam
is not strong enough to support the industry of footwear manufacturing in Vietnam. Most of the

footwear products are produced for export.
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Adhesive industry in Bangladesh

Bangladesh emerges to be the future manufacturing hub of the global footwear
manufacturing industry. In view of its comparatively low labour cost, foreign footwear
manufacturers are planning to establish their new manufacturing plants or switch their current
plants to Bangladesh. The aggregate footwear export value of Bangladesh reached
approximately US$169.6 million and US$187 million for the year ended 30 June 2008 and
2009 respectively, which represented the annual growth rate of approximately 10%. The annual
growth rate of aggregate footwear export value reached approximately 25% for the year ended
June of 2008 against the year ended June of 2007. The shrinkage of the annual growth rate was

mainly caused by the declining demand after the financial tsunami in late 2008.

Bangladesh is a developing market for the footwear manufacturing. The recent recession,
caused by the financial crisis in late 2008, made investors more price sensitive than ever.
Bangladesh might have been spotted by the footwear manufacturers for establishing their
manufacturing plants with lower production cost. However, to cope with the rigorous
requirements of quality and environmental protection from footwear suppliers, the footwear

manufacturers in Bangladesh will have higher demand for quality adhesive products.
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THE PRC
Law and regulations relating to the Group’s business

The laws regulating the dangerous chemical products in the PRC include, but are not
limited to, {f&Bib £ % 24 A& H]) (the Regulations on Safety Control of Dangerous
Chemicals) (the “Safety Control Regulations”) and % 24 7 §F a] 3 5 1)) (the Regulations
on Safety Manufacturing Permit) (the “Safety Manufacturing Regulations™). Certain important
provisions of the above law and regulations relating to the chemical industry are set out below.

In order to strengthen the safety control of dangerous chemicals, ' [ B % [ (the State
Council of the PRC) promulgated the Safety Control Regulations on 26 January 2002, which
became effective on 15 March 2002. Under the Safety Control Regulations, dangerous
chemicals include exploders, compression gas, liquefied gas, inflammable liquid, inflammable
solid, spontaneous combustion goods, hydro-inflammable goods, oxidant, organic peroxide,
poison and corrosive substance. The relevant PRC government authorities will from time to
time promulgate and amend the catalogues and the lists of dangerous chemicals.

Under the Safety Control Regulations and the Safety Manufacturing Regulations
promulgated by the State Council of the PRC on 13 January 2004, which became effective on
the same day, manufacturers of dangerous chemicals shall comply with such regulations and
shall obtain for its products falling within the dangerous chemical categories (the “Dangerous
Chemical Categories”) promulgated and amended from time to time by the relevant
PRC government authorities (1) %2 EFFnl# (the Safety Manufacturing Permit);
(1) famib A EFERE) #iEE  (the Dangerous Chemicals Manufacturing (Storage)
Approval Letter); and (iii) fEBgfbE 5 EEE B (the Dangerous Chemicals
Manufacturing Unit Registration Permit).

Under the Safety Control Regulations, enterprises engaged in the operation and
distribution of the dangerous chemical products falling within the Dangerous Chemical
Categories are required to comply with the Safety Control Regulations and shall obtain
o b Ak 2 5 £ 4% AT #8  (the Dangerous Chemicals Operation Licence) issued by competent
safety production administration authorities.

Law and regulations in relation to merger and acquisition by foreign investors

On 8 August 2006, o1 7% #% (the Ministry of Commerce), 1Bl # 5 BB & M & B &
(the China Security and Regulatory Commission) (“CSRC”) and four other PRC authorities at
state level jointly promulgated B A AME % & F M5 A S £ B 2 ) (the Rules on the
Mergers and Acquisitions of Domestic Enterprises by Foreign Investors) (“M&A Rules”),
which came into effect on 8 September 2006 and was amended on 22 June 2009. The M&A
Rules are applicable to, amongst other matters, acquisition of PRC domestic enterprises by
foreign investors. For the purposes of the M&A Rules, “acquisition of PRC domestic
enterprises by foreign investors” means:

(i) a foreign investor’s purchase of the equity of a shareholder in a PRC domestic
enterprise, resulting in the conversion of the PRC domestic enterprise into a newly
established foreign-invested enterprise (“FIE”);
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(i) a foreign investor’s subscription to a PRC domestic enterprise’s capital increase,
resulting in the conversion of the PRC domestic enterprise into a newly established
FIE;

(iii) a foreign investor’s establishment of an FIE and purchase by agreement, through
such FIE, of the assets of a PRC domestic enterprise and operation of such assets by
such FIE;

(iv) a foreign investor’s purchase by agreement of the assets of a PRC domestic
enterprise and use such assets to invest in and establish an FIE to operate such
assets.

Pursuant to Article 39 and 40 of the M&A Rules, the listing of offshore special purpose
vehicles, which are directly or indirectly established or controlled by PRC entities or
individuals, are subject to the prior approval from CSRC (“CSRC Approval”).

Based on the M&A Rules, on 21 September 2006, the CSRC published a notification (the
“Notification”) on its official website with provisions setting out the legislative basis for the
requirement of obtaining CSRC Approval and the conditions, procedures and timeline for
obtaining CSRC Approval for overseas share offering or overseas listing conducted by PRC
domestic enterprises.

Pursuant to the M&A Rules, merger and acquisition of PRC domestic enterprise with or
by an FIE established by foreign investor shall be governed by relevant existing rules of FIE
regarding domestic investment, merger and/or division.

Since the Group’s PRC subsidiaries are established as FIEs and the controlling
shareholder of the Group is a permanent resident of Macau, the M&A Rules do not apply to
the Group.

On such basis, the PRC legal advisers to the Company opine that no PRC governmental
or regulatory approval is required for the Listing.

Law and regulations in relation to foreign exchange and dividend distribution
Foreign exchange

The principal regulations governing foreign exchange in the PRC are
(g N R 4L 0 R A [ 4 BE % 4]) (the Regulations on Foreign Exchange Administration of the
PRC) (the “Foreign Exchange Administration Regulations”). They were promulgated by the
State Council of the PRC on 29 January 1996, which became effective on 1 April 1996 and
were subsequently amended on 14 January 1997 and 1 August 2008. Under the Foreign
Exchange Administration Regulations, Renminbi is generally freely convertible for payments
of current account items, such as trade and service-related foreign exchange transactions and
dividend payments, but not freely convertible for payments of capital account items, such as
capital transfer, direct investment, investment in securities, derivative products or loan unless
prior approval of [ [ 5 4} [ & # 5 (the State Administration for Foreign Exchange of the
PRC) (“SAFE”) is obtained.
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Under the Foreign Exchange Administration Regulations, FIEs may purchase foreign
exchange without the approval of SAFE for paying dividends by providing certain supporting
documents (such as board resolutions, tax certificates), or for trade and services-related foreign
exchange transactions by providing commercial documents evidencing such transactions. They
are also allowed to retain their recurrent exchange earnings according to their needs of
operation and the sums retained may be deposited into foreign exchange bank accounts
maintained with designated banks in the PRC. In addition, foreign exchange transactions
involving overseas direct investment or investment and exchange in securities, derivative
products abroad are subject to registration with SAFE and approval from or filing with the

relevant PRC government authorities (if necessary).

Dividend distribution

Before the promulgation of (3 A B LAl B 4> 2 Ar 15 8 15 ) (the Law of the PRC on
Enterprise Income Tax) (the “New Income Tax Law”), the principal regulations governing
distribution of dividends paid by wholly foreign-owned enterprises included
3 N R L0 [ A1 T A A 36 R AP A 2 T 15 B 15) (the Foreign Investment Enterprises and
Foreign Enterprises Income Tax Law of the PRC) (the “FIE Tax Law”), together with its

implementation rules.

Under the FIE Tax Law and its implementation rules, wholly foreign-owned enterprises
in the PRC may only pay dividends from accumulated after-tax profit, if any, determined in
accordance with PRC accounting standards and regulations. Dividends paid to its foreign
investors were exempt from withholding tax. However, such provision has been revoked by the
New Tax Law. The New Tax Law prescribes a standard withholding tax rate of 20% on
dividends and other PRC-sourced passive income of non-resident enterprises. However, the
implementation rules of the New Income Tax Law have reduced the rate from 20% to 10%,
effective from 1 January 2008.

The PRC and the government of Macau signed (A i 1 P 45 I AT B IR
Bl 7 S T 45 4k B B 0B AN B E AT U B i 22 HE ) (the Arrangement between the Mainland and
Macau for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with respect
to Taxes on Income) (the “Arrangement”) on 27 December 2003, which was subsequently
amended on 15 July 2009. According to the Arrangement, no more than 5% withholding tax
rate shall apply to dividends paid by a PRC company to a Macau resident, provided that the
recipient is a company that holds at least 25% of the equity capital of the PRC company. The
10% withholding tax rate shall apply to dividends paid by a PRC company to a Macau resident
if the recipient is a company that holds less than 25% of the equity capital of the PRC company.
However, the Arrangement was not effective as at the Latest Practicable Date. According to
I8 R Bl A R B P AT B U B e B SR A B A A1) (the  Notice of the  State
Administration of Taxation on the Issues relating to the Administration of the Dividend
Provision in Tax Treaties) promulgated on 20 February 2009, the corporate recipients of
dividends distributed by PRC enterprises must satisfy the direct ownership thresholds at all

times during the 12 consecutive months preceding the receipt of the dividends.
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Law and regulations in relation to the PRC customs duties

Under (w2 AR 3LE i B %) (the Customs Law of the PRC), the consignee of
imported goods, the consignor of exported goods and the owner of such goods are the persons
obliged to pay customs duties. The PRC Customs is the PRC authority in charge of the
collection of customs duties.

The customs duties in the PRC are mainly ad valorem duties, i.e. the price of
imported/exported commodities is the basis for the calculation of the duties payable. When
calculating the customs duties, imported/exported commodities shall be classified under
appropriate tax items in accordance with (3 A R A0 B8 O f ) (the Category
Provisions of the Customs Import and Export Tariff of the PRC) and shall be subject to tax
levies pursuant to relevant tax rates.

Under the laws of the PRC, raw materials, supplementary materials, parts, components,
accessories and packing materials imported for processing and assembling finished products
for manufacturing products for export shall be exempt from import duties pursuant to the actual
amount of goods processed for export; or import duties may be levied upfront on import
materials and parts and subsequently refunded pursuant to the actual amount of goods
processed for export.

To encourage the introduction of foreign investment, as of 1992, the PRC exercised
exemption and reduction of customs duties on the import of machinery, equipment, parts and
other materials within the total investment amount of foreign investment companies. But after
the adjustment of policies as of 1 April 1996, such exemption and reduction has been
terminated, while the foreign investment companies incorporated before then can still continue
to enjoy such preferential treatment within a grace period.

As from 1 January 1998, according to ([5% [e B it 5 %% i 1 5% i B ISt B3R A 38 ) (the
Notice of the State Council regarding the Adjustment of Taxation Policy of Import Equipment),
in respect of the foreign investment projects that fall under the Encouraged Category and the
Restricted B Category of (4hpj# & & 245 % H # ) (the Industrial Guidance Catalogue of
Foreign Investment) which also involve the transfer of technology, the equipment imported by
an FIE for its own use within its total investment amount can be exempted from customs duties,
except for the commodities listed in the Catalogue of the non-tax exemption Import
Commodity of Foreign Investment Projects.

Law and regulations in relation to employment in the PRC

The Group is subject to (3 A R ILME 45T k) (the Labour Law of the PRC) and
(A R LA 85 B 4 W 3% ) (the Labour Contract Law of the PRC), pursuant to which
companies must enter into employment contracts with their employees based on the principles
of equality, consent and agreement through consultation. Companies must establish and
effectively implement a system to ensure occupational safety and health, employee education
on occupational safety and health, preventing work-related accidents and reducing
occupational hazards. Companies must also pay for their employees’ social insurance premium.
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Law and regulations in relation to environmental protection in the PRC

R BR 5% AR 7 3R (the Ministry of Environmental Protection of the PRC) sets the national
guidelines for the discharge of pollutants. The provincial and municipal governments of
provinces, autonomous regions and municipalities may also set their own guidelines for the
discharge of pollutants within their own provinces or districts in the event that the national

guidelines are inadequate.

Any company or enterprise which may cause environmental pollution and may discharge
polluting materials that endanger the public should implement environmental protection system
and procedures into their business operations. This may be achieved by setting up a system of
accountability within the company’s business structure for environmental protection and
adopting effective procedures to prevent environmental hazards such as waste gases, water and
residues, dust powder, radioactive materials environment. The environmental protection
system and procedures should be implemented simultaneously with the commencement of, and
should remain in place during, the operation of construction, production and other activities
undertaken by the company. Any company or enterprise which discharges environmental
pollutants should report and register such discharge with the Administration Supervisory
Department of Environmental Protection and pay the related fees. A fee may also be imposed
on the company for the cost of any work required to restore the environment to its original
state. Companies which cause severe pollution to the environment are required to restore the
environment or remedy the effects of the pollution within a prescribed time limit.

If a company fails to report and/or register the environmental pollution caused by it, it
will receive a warning or be penalised. Companies which fail to restore the environment or
remedy the effects of the pollution within the prescribed time will either be penalised or have
their business licences revoked. Companies or enterprises which have polluted and endangered
the environment must bear the responsibility for removing the danger and effects of the
pollution, as well as compensating for any losses or damages suffered as a result of such

environmental pollution.

Law and regulations in relation to the taxation of the PRC

Income tax

Prior to 1 January 2008, income tax payable by FIEs in the PRC was governed by the FIE
Tax Law promulgated on 9 April 1991, which became effective on 1 July 1991, and the related
implementation rules. Under the FIE Tax Law, an FIE was subject to a national income tax at
the rate of 30% and a local tax at the rate of 3% unless a lower rate was provided by laws or
administrative regulations. The income tax on FIEs established in Special Economic Zones,
foreign enterprises which had establishments or places in Special Economic Zones and were
engaged in production or business operations, and FIEs of a production nature in Economic and
Technological Development Zones, was levied at the reduced rate of 15%. The income tax on
FIEs of a production nature established in coastal economic open zones or in the old urban
districts of cities where the Special Economic Zones or the Economic and Technological
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Development Zones are located, was levied at the reduced rate of 24%. FIEs of a production
nature scheduled to operate for a period of not less than ten years were exempted from income
tax for two years commencing from the first profit-making year (after offsetting all tax losses
carried forward from previous years) and allowed a fifty percent reduction in the following

three consecutive years.

Under New Income Tax Law, the income tax for both PRC domestic enterprises and FIEs
is levied at the same rate of 25% effective from 1 January 2008. In order to clarify some
provisions in the New Income Tax Law, (2 A\ R IEH B A 2 5715 B % B Wk 9])  (the
Implementation Rules to the New Income Tax Law) (“Implementation Rules”) were
promulgated on 6 December 2007, which became effective from 1 January 2008. The New Tax
Law provides certain reliefs during the transitional period that apply to enterprises that were
established prior to 16 March 2007. If FIEs had been enjoying reduced tax rates under the laws
and regulations, the tax rate will be gradually increased to coincide with the new tax rate within
five years starting from 2008; if FIEs had been enjoying tax holidays for a fixed period under
laws and regulations, they can continue to enjoy the holiday until its expiry. However, if an
enterprise had not started to enjoy the tax holiday due to a lack of profit, 2008 is regarded as
the first profit-making year and the enterprise was deemed to start to enjoy the tax holiday in

that year.

Value-added tax

Pursuant to the Provisional Regulations on (3 A R H 1 B 4% (8 80 % 47 6 5])  (the
Value-added Tax of the PRC) effective from 1 January 1994 (amended on 5 November 2008)
and its implementation rules, all entities or individuals in the PRC engaged in the sale of goods,
the provision of processing services, repairs and replacement services, and the importation of
goods are required to pay value-added tax (“VAT”). VAT payable is calculated as “output VAT”
minus “input VAT”. The rate of VAT is 17% or in certain limited circumstances, 13%,
depending on the product type.

Business tax

With effect from 1 January 1994, businesses that provide services (including
entertainment business), assign intangible assets or sell immovable property are liable to
business tax at a rate ranging from 3%-20% (three to twenty per cent) of the charges of the
services provided, intangible assets assigned or immovable property sold, as the case may be.
The formula for calculation of the amount of tax payable is set forth below:

Amount of business tax payable = amount of business income x applicable tax rate

The amount of business tax payable should be calculated in RMB. Taxpayers who settle
their amount of business income in foreign currency should convert the amount into RMB at
the foreign exchange market rate.
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MACAU

Macau licensing in regard to the import and export of goods

Pursuant to Macau laws and regulations, the legal regime in relation to the import and
export of goods in Macau is based on the Law 7/2003 (“Law of External Trade”) and conducted

by the Macau Economic Bureau.

Under the Law 7/2003, the Group is required to register at the Macau Economic Bureau
for Controlled Foreign Trade Operations for trading the goods (“Controlled Goods™) listed on
the Table A and Table B of the Order of the Chief Executive 368/2006. And the Group is not
required to obtain the import or export license unless the Group imports or exports the said
Controlled Goods.

Laws and regulations in relation to labour related matters in Macau

The legal regime in relation to labour matters in Macau is established mainly based on the
following legislations:

. 18th of October — Decree Law No. 58/93/M (approval of social security regime);

. 14th of August — Decree Law No. 40/95/M (approval of legal regime of reparation
of damages caused by industrial accidents and occupational diseases);

. 22th of May — Decree Law No. 37/89/M (approval of general regulation of working
safety and hygiene of office, service and commercial establishment);

. 18th of February — Decree Law No. 13/91/M (determination of sanctions for the
incompliance of general regulation of working safety and hygiene of office, service
and commercial establishments);

. 27th of July — Law No. 4/98/M (Framework Law on Employment Policy and
Worker’s Rights);

. 2nd of August — Law No. 6/2004 (Law of Illegal Immigration and Expulsion);

. 14th of June — Administrative Regulation No. 17/2004 (Regulation on Prohibition of
Illegal Work);

. 18th of August — Law No. 7/2008 (Labour Relation Law).

The legal regime of labour matters in Macau is developed based on 27th of July — Law
No. 4/98/M (Framework Law on Employment Policy and Worker’s Rights) which prescribes
general principles and directions of labour legislations in different aspects.
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Besides the mentioned legislation, 18th of August — Law No. 7/2008 (Labour Relation
Law) plays an important role in labour legal regime which came into force on 1 January 2009
replacing the “old labour law” — 3rd of April — Decree Law No. 24/89/M (Labour Relations,
Juridical System). It stipulates the basic requirements and conditions for all labour relations,
excepted for those which have been excluded explicitly therein. In general, such requirements
and conditions stipulated cannot be prevailed by mutual agreement. And all the working
conditions of labour relations should not be lower than the basic conditions stipulated therein.

As an employer, the subsidiaries of the Company incorporated in Macau (“Macau
Companies”) have to comply with the conditions required under 22nd of May — Decree Law
No. 37/89/M (approval of general regulation of working safety and hygiene of office, service
and commercial establishment) for its working places in order to provide a safe and clean
working condition for its employees. Otherwise, fine and cautious measures will be imposed
on the Macau Companies according to 18th of February — Decree Law No. 13/91/M
(determination of sanctions for the incompliance of general regulation of working safety and
hygiene of office, service and commercial establishments).

Pursuant to the statutory requirements stipulated under 18th of October — Decree Law No.
58/93/M (approval of social security regime) and 4th of August — Decree Law No. 40/95/M
(approval of legal regime of reparation of damages caused by industrial accidents and
occupational diseases), the Macau Companies have to participate and contribute to the
mandatory social security funds and to purchase compulsory industrial accident insurance for
its Macau employees in accordance with relevant applicable legislation, otherwise, an
administrative fine will be charged as legal sanction.

All employees of the Macau Companies have to be Macau residents, non-permanent or
permanent, or holders of working permits in case of foreign workers. Except for situations
stated under 14th of June — Administrative Regulation No. 17/2004 (Regulation on Prohibition
of Illegal Work) with a very limited scope, workers other than those above-mentioned will be
considered as illegal workers in Macau and the employers will be criminally liable under 2nd
of August — Law No. 6/2004 (Law of Illegal Immigration and Expulsion) and subject to an
administrative fine according to the above-mentioned administrative regulation.

In relation to the issue of illegal workers in Macau, if it is only the subcontractors of the
Group who are engaged in the employment of illegal workers in Macau, it will not lead to any
criminal or administrative liability on the part of the Group from the legal perspectives.

The regulatory authorities in charge of labour safety, social security regime and insurance
matters are the Labour Department of Macau (¥ 45 T.% %5 J5), Social Security Fund of
Macau (¥ P41 € £ k% 3L 43) and Monetary Authority of Macau (I '] 4 @i 45 3 J5)) respectively.

Laws and regulations in relation to environmental protections in Macau

The fundamentals of the legal regime of safety and environmental law of Macau, which
are applicable to every individual and corporate entity, are the Basic Law of Macau, the Law
No. 2/91/M of 11th of March which is known as the organic environmental law of Macau (the
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“Macau Environment Law”), 14th of November — Decree Law 54/94/M regarding prevention
and control of ambient noise (“Law of Prevention and Control of Ambient Noise”) and series
of international conventions in related fields applicable in Macau.

Article 119 of the Basic Law of Macau states that “The Macau Special Administrative
Region shall carry out the protection of environment in accordance with law”. To implement
this article together with the Macau Environmental law, Law of Prevention and Control of
Ambient Noise and other applicable international conventions, numbers of environmental
legislations in form of law, decree law and administrative regulations have been enacted in
various fields such as natural heritage protection, air, sea and sound pollutions, hygiene of
environment, chemical goods, etc.

As a general rule prescribed in the Macau Environmental Law, any violation of the
environmental legislation will attract civil liability, administrative fine or criminal punishment,
depending on different violations and also administrative injunction is possible to be granted
to cease environmental infringement.

Besides, according to the Law of Prevention and Control of Ambient Noise, any work
which may produce annoying noise is forbidden to be conducted during whole day of Sunday
and public holiday and between 20:00 and 08:00 (next day) of weekday.

The regulatory authority in charge of environmental protection matters is the
Environmental Protection Bureau of Macau (¥ 4 B2 55 ({7 J5).

VIETNAM
Laws and regulations in relation to the protection of foreign investors in Vietnam

The current Investment Law states that the Vietnamese government guarantees the fair
treatment of foreign entities investing in Vietnam, and affirms, in principle, that capital and
assets invested in Vietnam by foreign investors will not be requisitioned or expropriated
through administrative measures and foreign-invested companies will not be nationalised. No
implementing regulations, however, have been issued to provide more detailed guidance on
how this guarantee will be put into practice.

It is also stated in the Investment Law that if a change in law adversely affects a foreign
investor, the investor generally will be entitled to keep and enjoy the existing incentives
stipulated in its investment licence or may, as an alternative, elect to (i) change the existing
objectives of its project; (ii) apply for an exemption from or reduction of taxes in accordance
with current law; (iii) apply for damages to be deducted from its taxable income; or (iv) apply
for compensation. In addition, if more favourable investment incentives become available
under any law passed after the date of its investment licence, a foreign-invested company may
apply for such incentives.

General investment and company laws in Vietnam

Every foreign investment in Vietnam is required to be licensed by an appropriate
authority. This licence constitutes the legal permission to invest in Vietnam and serves as the
business registration certificate of the company into which a foreign entity invests.
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Vietnam Centresin was established with the status of limited liability companies under the
Enterprise Law to provide equal treatment, at least in some fundamental respects, for foreign

inbound investments and domestic-owned investments.

The Enterprise Law has introduced a new system to register or to obtain approval to
implement a project. When a foreign invested company (“FIC”) which is registered or licensed
under the Enterprise Law wants to carry out any new investment project, it must obtain an
investment certificate for that project. Depending on the nature of the project, an investment
certificate can be obtained through either a registration process or an evaluation process.
Registration is somewhat simpler as the FIC is mainly required to submit relevant documents.
Under the evaluation process, the structure of the project will be reviewed in addition to the
documents. There is no difference in the nature of an investment certificate obtained through
a registration process and one obtained through an evaluation process. The distinction
essentially relates to the internal procedures that the licensing authorities carry out to consider
and process applications.

Laws and regulation in relation to land use right in Vietnam

The land regulations in Vietnam are different from land regulations in many other
jurisdictions. Land in Vietnam belongs to the state. Generally, land is leased to FICs for
individual, licensed projects and for designated purposes and is therefore specific to each FIC.
In general, land is not freely transferable. An FIC may lease land for the duration of its
investment licence or investment certificate based on a decision by either the Prime Minister
or the relevant People’s Committee. Alternatively, and more flexibly, an FIC may choose to

lease or sub-lease land in a zone through a lease or sub-lease with the zone developer.

At its own discretion, an FIC may elect to pay land rental for a whole lease term in one
lump sum or to pay land rental annually. The method of payment affects the rights of the FIC
over the leased land and, in particular, over the land use rights (“LURSs”) with respect to the
leased land. Most importantly, a land user who pays rent in one lump sum has more extensive
rights over its LURs, such as to mortgage the LURs and any building on the land, to use the
LURs to provide guarantees and to use the LURs to make capital contributions in the form of
the LURs. A land user who pays rent annually, by contrast, does not have these rights with
respect to its LURs.

While land in Vietnam cannot be privately owned, foreign investors can own, during the

term of the land lease, buildings erected on the land.

All legitimate land users are entitled to obtain land use rights certificates in their name.
Similarly, all legitimate owners of property or buildings constructed on land are entitled to
obtain certificates of property ownership. These certificates constitute conclusive evidence of
the rights of land users and property owners, and provide the basis for the users to exercise
their rights, such as to transfer, to mortgage or to dispose of their land use rights or properties.
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Laws and regulation in relation to taxation in Vietnam

FICs in Vietnam are subject to the following principal national taxes: (i) corporate income
tax, including capital gains tax; (ii) VAT; (iii) import and export duties; (iv) personal income
tax in relation to Vietnamese and foreign employees; and (v) various withholding taxes. There

are no local taxes.

Corporate Income Tax (“CIT”)

Foreign-invested companies are liable to pay CIT on their taxable profits at rates ranging
from 10% to 25%.

Under the terms of its existing investment licence, Vietnam Centresin is subject to 15%
CIT for 12 years commencing from 2005 and 25% CIT for the remaining years.

Capital gains tax

Capital gains made by an organisational investor as a result of a transfer of a capital
interest in a company are subject to capital gains tax at a standard rate of 25%. The taxable gain
is generally calculated on the basis of the transfer price less the initial value of the transferred

capital and related transfer expenses.

VAT

VAT is imposed at rates of between zero and 10%, depending on the nature of the goods
or services being sold. Generally, manufacturers are responsible for collecting VAT from

buyers.

Import and export duties

Rates of import duty are subject to frequent change and apply equally to all importers.
Import duty rates fall into three categories: ordinary rates, preferential rates and special
preferential rates, depending on the nature and origin of the goods. Ordinary rates apply to
imported goods that are not subject to preferential rates or special preferential rates and will
not exceed preferential rates by more than 70%. Preferential rates apply to goods originated
from countries or regions having an most-favoured-nations arrangement with Vietnam. Finally,
special preferential rates apply to goods from countries or regions which apply special
preferential treatment on imports from Vietnam. Rates of export duties are generally zero.
Since Vietnam Centresin is only allowed to perform processing contracts, it is generally
entitled to the exemption of import and export duties in regard of imported materials for
manufacturing of processed products and exported processed products.
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Personal Income Tax (“PIT”)

Both Vietnamese and foreign employees are subject to PIT. PIT is imposed on a
progressive basis pursuant to the law on PIT No. 04/2007/QH12 passed by the National
Assembly of Vietnam on 21 November 2007.

Under the PIT law, taxpayers include tax residents and non-tax residents:

. A tax resident who (a) stayed in Vietnam for 183 days or more within a calendar year
or within a consecutive 12 month period from his/her arrival in Vietnam or (b) has
a registered permanent residence in Vietnam or has a house rented in Vietnam under
a lease contract of 90 days or more in a tax year, is subject to PIT on
worldwide-sourced income (regardless of where the income is paid) and Vietnam-

sourced income.

. A non-tax resident who does not fall under the category of tax resident above is
subject to PIT on income sourced in Vietnam.

The scale of progressive tax rates on each portion of income applies to employment
income in regard of the tax residents. Currently, there are seven progressive PIT rates: 5%,
10%, 15%, 20%, 25%, 30% and 35%. Generally, a flat rate of 20% applies for the non-tax
residents.

A company in Vietnam is required to declare and file PIT returns, and to withhold PIT on
a foreign employee’s Vietnam-related income physically paid in Vietnam.

Withholding tax

Withholding tax is payable on payments abroad of interest on overseas loans, royalties,
licence fees, foreign contractors’ fees, and cross-border lease charges, etc. Unless the foreign
parties to these transactions register to pay tax directly in Vietnam for their Vietnam-related
businesses, companies in Vietnam are responsible for withholding the amount of tax payable
and paying it to the state on behalf of the foreign parties.

No remittance tax is imposed on profits remitted overseas to foreign investors.

Laws and regulation in relation to employees in Vietnam

Contributions to the national social insurance fund are mandatory. An employer and its
employees are obliged to contribute to the social insurance fund a certain percentage of the
employee’s monthly contracting salary, which is known as the “contribution salary”. However,
if the total monthly contracting salary of the employee is more than twenty times of the
Vietnamese government’s statutory minimum wage, then, for the purpose of calculating social
insurance contributions to be made by the employer and the employee, the contribution salary
will be deemed to be fixed at twenty times the statutory minimum wage.
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Beginning in 2007, under the Law on Social Insurance, social insurance contributions will
be increased gradually, year by year, as follows:

2007 2008 2009 2010 2011 2012 2013 2014

onward
Employees 5% 5% 5% 6% 6% 7% 7% 8%
Employers 15% 15% 15% 16% 16% 17% 17% 18%

In regard of health insurance, the new law on health insurance No. 25/2008/QH12 passed
by the National Assembly of Vietnam on 14 November 2008 provides that the employer and
employee are also required to pay health insurance premiums at a rate of 3% and 1.5%,
respectively, of the total salary of the Vietnamese employee.

Environmental regulations in Vietnam

The Law on Protection of the Environment, dated 29 November 2005, sets out the general
legal framework for the protection of the environment in Vietnam and imposes penalties for
breaches of its provisions. It aims to limit adverse impacts on the environment, control
environmental degradation and pollution, control environmental hazards and exploitation,
encourage the proper use of natural resources, and protect biological diversity.

All projects in Vietnam must comply with environmental standards issued by the Ministry
of Natural Resources and Environment. The business of the Group in Vietnam is required to

comply with standards relating to:

. the discharge of wastewater;

. gas emissions;
. toxic waste; and
. noise and vibration.

The Group is obliged to adopt appropriate environmental measures to prevent and control
damage to the environment resulting from waste disposal, noise, water, smoke emission,
nuclear waste, petroleum, and radioactive or toxic substances generated in the course of
production, construction, transportation, storage, exploration and other activities.

Breach of environmental regulations may result in the imposition of penalties, including
fines, damages and the withdrawal of investment licences, and may also result in criminal
sanctions on individuals.

The Law on Environmental Protection requires that certain foreign investors prepare
either an Environmental Impact Assessment Report (“EIAR”) or an Environmental Protection
Undertaking (“EPU”) for their projects, depending on the importance and level of
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environmental impact of the project. An EIAR differs from an EPU in that an EIAR must be
submitted to the appropriate authority for appraisal, while an EPU only needs to be registered.
An EPU is registered with the district-level people’s committee, which, when necessary, may
authorise commune-level people’s committees to issue a certificate of registration.

Laws and regulations in relation to the principal business of the Group in Vietnam

The Group is required to comply with the following regulatory requirements in relation
to the handling of toxic and inflammable substances during the course of its operation in
Vietnam:

(a) Import

(i) Import licenses

Vietnam Centresin is required to obtain import license(s) issued by the
Ministry of Industry and Trade (the “MOIT”) for certain chemical substances as
provided under Decision No.134/2003/QD-BCN dated 25 August 2003, Decision
No0.04/2004/QD-BCN dated 7 January 2004, and Decision No.41/2006/QD-BCN
dated 1 December 2006.

(ii) Declaration requirement for imported chemical substances

In Vietnam, the laws on chemicals including Law No.06/2007/QH12, Decree
108/2008/ND-CP and their implementing regulations provide for chemical-related
activities, safety in the chemical-related activities, rights and obligations of
organisations and individuals engaged in chemical-related activities. On 7 October
2008, the government promulgated the Decree 108/2008/ND-CP according to which
chemicals are categorized as follows for the control of competent authorities:

. List of chemicals subject to conditional manufacturing and trading;

. List of chemicals subject to restricted trading;

. List of prohibited chemicals;

. List of chemicals subjected to the requirement of having a chemical
incident prevention and response plan; and

. List of chemicals subject to compulsory declaration (the “Declaration
List™).

The Decree requires importers to make declaration with MOIT with respect to
imported chemicals which are on the Declaration List within 15 working days from
the date of customs clearance.
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Vietnam Centresin imports four chemical substances which are on the
Declaration List for its processing, namely:

- Toluole;

- Dichloromethane (methylene chloride);

—  Esters of acetic acid (being ethyl acetate);

—  Esters of acetic acid (being n-butyl acetate).

According to the applicable laws, Vietnam Centresin is required to declare with
the MOIT after the import of such chemicals.

(b) Processing

Under Article 18 of Decree 108/2008/ND-CP, the compulsory declaration to the
local Department of Industry and Trade is applicable to enterprises which manufacture the
chemical substances on the Declaration List. The Company’s Vietnam legal advisers have
made enquiry with the Chemical Department under the MOIT and have been confirmed
that compulsory declaration to the local authority is not applicable to Vietnam Centresin.

(¢) Environment

Vietnam Centresin has been issued with the registration book as an “owner of
hazardous waste discharging source” No. 1738/STNMT-MT dated 9 July 2009 by the
Department of Natural Resource and Environment of Vietnam.

According to this registration book, Vietnam Centresin registered a list of hazardous
wastes and list of other wastes discharged from its operation which requires to be handled

in accordance with requirements of the environment protection laws of Vietnam.

Laws and regulations in relation to health and production safety in Vietnam

The Group is subject to Vietnamese labour safety and hygiene laws and regulations. Since

Vietnam Centresin does not have any machinery and equipment, it is not subject to the safety

registration and verification from relevant authorities.

The Group provides employees working in the Vietnamese plant with labor protection

gears, including boots, special clothes preventing chemical burns, goggles, masks and safety

helmets, and requested its employees to wear them during working hours. The Group also

provides favorable conditions for its employees to have health checks paid by health

insurances.
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Laws and regulations in relation to dividend distribution in Vietnam

Vietnam Centresin is allowed to convert its Vietnamese currency profits into foreign
exchange and remit such foreign currency out of Vietnam upon fulfillment of tax reconciliation
procedures. No government approval or certificate is required for the remittance of dividends
out of Vietnam. However, conversion of Vietnamese currency into foreign exchange is subject
to the availability of the foreign exchange at commercial banks in Vietnam and the government
does not guarantee or offer support of foreign exchange availability.

BANGLADESH

Laws and regulation in relation to foreign investment in Bangladesh

The current investment laws of Bangladesh state that the Bangladeshi government
guarantees fair and equitable treatment to foreign private investment which shall enjoy full
protection and security in Bangladesh. The terms of sanction, permission or licence granted by
Government to an industrial undertaking having foreign private investment shall not be
unilaterally changed so as to adversely alter the conditions under which the establishment of
such undertaking was sanctioned. Foreign private investment shall not be accorded a less
favourable treatment than what is accorded to similar private investment by the citizens of
Bangladesh in the application of relevant rules and regulations. In the event of losses of foreign
investment owing to civil commotion, insurrection, or riot, foreign private investment shall be
accorded the same treatment with regard to indemnification, compensation, restitution, or other
settlement as is accorded to investments by the citizens of Bangladesh. Foreign private
investment shall not be expropriated or nationalised or be subject to any measures having effect
of expropriation or nationalisation except for a public purpose against adequate compensation
which shall be paid expeditiously and be freely transferable; and such compensation shall be
an amount equivalent to the market value of investment expropriated or nationalised
immediately before the expropriation or nationalisation. In respect of foreign private
investment, the transfer of capital and the returns from it and, in the event of liquidation of
industrial undertaking having such investment, of the proceeds from such liquidation is
guaranteed.

Laws and regulation in relation to general investment and company laws in Bangladesh

Foreign investment in Bangladesh must be through the establishment of a legal entity in
Bangladesh which may be a subsidiary, a “Greenfield” enterprise, a branch office or a liaison
office. After the incorporation of the legal entity by way of registration in the Office of the
Registrar of Joint Stock Companies & Firms, the investment project should be registered with
the Board of Investment (Bol) to avail investment incentives and repatriation of funds.
Depending on the nature of the project, an investment certificate can be obtained from Bol after
the structure of the project is reviewed in addition to other documents as required to be
submitted under the Bangladesh laws. Since Bangladesh Centresin has obtained permission
from the Bangladesh Export Processing Zones Authority for setting up its operation in
Bangladesh, it is exempted from registration with the Bol to avail itself to various investment
incentives including reparation of funds.
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The company has to secure a Trade License from the city corporation office to operate
under its registered address. The project implementation would also require registration with
the Environment Department and the Department of Factories & Establishments. For
repatriation the company would have to apply to the Bangladesh Bank, the central bank of
Bangladesh along with the Bol registration certificate through its operating bank.

The basic responsibilities of a company that are supervised by the Registrar of the Joint
Stock Companies & Firms are whether quarterly meeting of the board of directors and annual
shareholders’ meeting are being held, whether the registration file is kept up to date with
meeting minutes, mortgage/charge issues etc., and whether annual report with list of
shareholders, directors, auditors etc. along with annual statement of comprehensive income and
statement of financial position is regularly submitted or not.

Licensing regime in relation to the principal business of the Group in Bangladesh

Before the Group commences its operations in Bangladesh, the Group needs to proceed
with the necessary registration or documents submission and obtains the relevant licenses as
follows:

(a) Registration from Department of Environment as required under The Bangladesh
Environment Conservation Act, 1995 and the Environment Conservation Rules,
1997;

(b) For producing adhesives the required documents are:

(i) report on the feasibility of the industrial unit or project (applicable only for
proposed industrial unit or project);

(i) report on an “Initial Environmental Examination” of the industrial unit or
project;

(iii) the process flow diagram,;

(iv) layout plan (showing location of Effluent Treatment Plant);

(v) design of the Effluent Treatment Plant (ETP) of the unit or project (these are
applicable only for a proposed industrial unit or project);

(vi) report on the Environmental Management Plan (EMP) for the industrial unit or
project and the Process Flow Diagram;

(vii) layout plan (showing location of Effluent Treatment Plant), design of the
Effluent Treatment Plant and information about the effectiveness of the ETP of
the unit or project (these are applicable only for an existing industrial unit or
project);
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(viii) no objection certificate from the local authority;

(ix) emergency plan relating adverse environmental impact and plan for mitigation
of the effect of pollution;

(x) outline of the relocation, rehabilitation plan (where applicable);

(xi) import license (which would be required from the Export Import Authority of

Bangladesh if the company opts to import raw materials on its own).

Bangladesh Centresin has on 24 January 2010 obtained permission from the Bangladesh
Export Processing Zones Authority for setting up its operation in Bangladesh and Bangladesh
Centresin has appointed a contractor for construction work for the production plant. The Group
will comply with the relevant applicable Bangladesh laws and obtain the requisite permits and
license prior to commencement of its operation in Bangladesh.

Laws and regulation in relation to the land use right in Bangladesh

Land in Bangladesh belongs to the state. Land may be owned which is actually a lease
from Bangladesh government for hundred years subject to further renewal, or land may be
leased. A foreign investor may purchase land or lease land from private parties or it can lease
land from the Bangladesh government. All transfer of ownership, lease of land and mortgage
of land are required to be recorded in the land registrar’s office of the corresponding area.

Ownership of land and lease of land are generally conferred with the right of use of the
land unless otherwise stated in the lease agreement. All legitimate land must have land
registration certificate/deed in their name. Similarly, all legitimate owners of property or
buildings constructed on land are entitled to obtain certificates of property ownership. These
certificates/deeds constitute conclusive evidence of the rights of land users and property
owners, and provide the basis for the users to exercise their rights, such as to transfer, to
mortgage or to dispose of their land use rights or properties.

The Bangladesh government has set up a few export processing zones (EPZs) to specially
facilitate export oriented industries in those EPZs. A foreign investor can lease land under those
EPZ areas from the EPZ authorities.

Laws and regulation in relation to taxation in Bangladesh

The National Board of Revenue (NBR) is the central authority for tax administration in
Bangladesh. Administratively, it is under the Internal Resources Division (IRD) of the Ministry
of Finance (MoF). Negotiating tax treaties with foreign governments and participating in
inter-ministerial deliberations on economic issues having a bearing on fiscal policies and tax
administration are also NBR’s responsibilities. The main responsibility of NBR is to mobilize
domestic resources through collection of import duties and taxes, VAT and income tax for the
government. Side by side with collection of taxes, facilitation of international trade through
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quick clearance of import and export cargoes has also emerged as a key role of NBR. Other
responsibilities include administration of matters related to taxes, duties, other revenue related
fees/charges and prevention of smuggling.

Income Tax:

For the purpose of computation of total income and charging tax thereon, sources of
income can be classified into 7 categories, which are salaries, interest on securities, income
from house property, income from agriculture, income from business or profession, capital
gains, and income from other sources.

Individual tax rate: for individuals other than female taxpayers, senior taxpayers of 70
years and above and retarded taxpayers, tax is payable in the following rate and order: for the
first BDT165,000/- Nil, next BDT275,000/- 10%, next BDT325,000/- 15%, next
BDT375,000/- 20%, rest amount 25%. For female taxpayers, senior taxpayers of age 70 years
and above and retarded taxpayers, tax is payable in the following rate and order for the first
BDT180,000/- Nil, next BDT275,000/- 10%, next BDT325,000/- 15%, next BDT375,000/-
20%, rest amount 25%. Minimum tax for any individual assessee is BDT2,000. Non-resident
Individual 25% (other than non-resident Bangladeshi)

Corporate tax rate: publicly traded company 27.5%, non-publicly traded company 37.5%,
bank, insurance & financial company 45%, mobile phone operator company 45%. If any
publicly traded company declares more than 20% dividend, 10% rebate on total tax is allowed.

Tax withholding functions:

In Bangladesh withholding taxes are usually termed as Tax deduction and collected at
source. Under this system both private and public limited companies or any other organisation
specified by law are legally authorized and bound to withhold taxes at some point of making
payment and deposit the same to the Government Exchequer of Bangladesh. The taxpayer
receives a certificate from the withholding authority and gets credits of tax against assessed tax
on the basis of such certificate.

Fiscal incentives:
Following are fiscal incentives available to a taxpayer:

(a) Tax holiday: Tax holiday is allowed for industrial undertaking, tourist industry and
physical infrastructure facility established between 1 July 2008 to 30 June 2011 in
fulfillment of certain conditions.

(b) Accelerated depreciation: Accelerated depreciation on cost of machinery is
admissible for new industrial undertaking in the first year of commercial production
50%, in the second year 30% and in the third year 20%.

(c) Income derived from any Small and Medium Enterprise (SME) engaged in
production of any goods and having an annual turnover of not more than BDT
twenty four lakh is exempt from tax.
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(d) Industry set up in EPZ is exempt from tax for a period of 10 years from the date of

commencement of commercial production.

(e) Income from fishery, poultry, cattle breeding, dairy farming, horticulture,
floriculture, mushroom cultivation and sericulture are exempt from tax up to 30 June
2011, subject to investing at least 10% of the exempted income that exceeds BDT
one lakh, in government bonds.

(f) Income derived from export of handicrafts is exempted from tax up to 30 June 2011.

(g) An amount equal to 50% of the income derived from export business is exempted

from tax.

(h) Listed companies are entitled to 10% tax rebate if they declare dividend of 20% or

more.

(i) Income from Information Technology Enabled Services (ITES) business is
exempted up to 30 June 2011.

VAT

VAT is imposed on goods and services at import stage, manufacturing, wholesale and
retails levels. A uniform VAT rate of 15 percent is applicable for both goods and services. 15
percent VAT is applicable for all business or industrial units with an annual turnover of BDT
2 million and above. Turnover tax at the rate of 4 percent is leviable where annual turnover is
less than BDT 2 million. VAT is applicable to all domestic products and services with some
exemptions and is payable at the time of supply of goods and services. Tax paid on inputs is
creditable/adjustable against output tax and export is exempt. Cottage industries (defined as a
unit with an annual turnover of less than BDT 2 million and with a capital machinery valued
up to BDT300,000) are exempt from VAT. Tax returns are to be submitted on monthly or
quarterly or half yearly basis as notified by the Government. Supplementary Duty (SD) is
imposed at local and import stage under the VAT Act, 1991. Existing statutory SD rates are (a)
on goods: 20%, 35%, 65%, 100%, 250% & 350% (b) on services: 10%, 15% & 35%.

Customs

Customs wing is primarily responsible for collection of all duties and taxes at the import
stage. Apart from collection of government revenue it is also responsible for trade facilitation,
enforcement of government regulations, protection of society and environmental protection,
preparation of foreign trade statistics, trade compliance and protection of cultural heritage.
There is a four tier duty structure 5% for capital machinery, 7% for basic raw material, 12%

for intermediate raw-material or semi finished products, and 25% for finished products.
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Law and regulations in relation to labour and employment in Bangladesh

In 2006 the new Labour Code, 2006 emerged as the only labour law in Bangladesh. In
government organisations and in some private organisations as well, a probation period exists
for skilled or semi-skilled workers varying between three months to six months and during this
period either party may serve one month’s notice for termination from or giving up to the job.
In the private sector, the dignity of labour is ensured in accordance with the principles
enunciated in the International Labour Organisation (“ILO”) convention and recommendations.
In the private sector, the wages & fringes benefits of the workers and employees are determined
through bargaining process. Sometimes private industries follow the public sector wages &
salary structure for their workers and employees respectively.

In Bangladesh employees are classified as follows:

—  Apprentice

- Badlis (in change)

- Casual

- Permanent

—  Probationer

- Temporary (sometimes referred to as contractual)
Employment Conditions:

The minimum age for workers in Bangladesh is 16 years old in factories and
establishments. Contracts are made in the form of a letter of offer. Workers may also be
engaged on verbal agreements. In government organisations and in some private organisations
as well, a probation period exists for skilled or semi-skilled workers varying between three
months to one year and during this period either party may serve one month’s notice for
termination from or giving up to the job. In the private sector, the dignity of labour is ensured
in accordance with the principles enunciated in the ILO convention and recommendations.

Settlement of Labour Disputes:

Contract or agreement is usually made between the management and the Collective
Bargaining Agent (CBA) on settlement of industrial disputes as per provisions of Industrial
Relations Ordinance, 1969. In case a bipartite negotiation fails, conciliation machinery of the
government is requested by the aggrieved party to intervene and the conciliation process is
undertaken. If settlement agreement is signed between the parties and the Conciliation Officer
becomes a witness. If it fails, the party raising the dispute may go on strike or lockout as the
case may be. The government may, however, prohibit the same after one month in the interest
of the public. In the essential services like, (i) electricity, gas, oil and water supply etc. (ii)
hospital & ambulance service, (iii) fire brigade, (iv) railway and Bangladesh Biman and (v)
ports etc., strike is prohibited.
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Wages and Fringe Benefits:

In the public sector, wages and fringe benefits of the workers are determined by the
government on the recommendation of the National Wages Commission established from time
to time. Such commissions were appointed in 1973, 1977, 1984, 1989 and 1992. Wages and
fringe benefits declared by the government in 1977 having 20 grades of wages. The public
sector employees are, however, covered by the Pay Commission declared by the government
from time to time. In the private sector, the wages and fringes benefits of the workers and
employees are determined through collective bargaining process. Sometimes private industries
follow the public sector wages and salary structure for their workers and employees
respectively.

Leave and Holidays:

All employees of a business organisation are entitled to a 1.5 days’ weekly holiday per
week. An employee is entitled to a ten days’ annual leave and a fourteen days’ sick leave with
pay per year. An employee completing one year’s service is entitled to get in the next twelve
months one day leave against every eighteen days’ work in the preceding year. An employee
is entitled to eleven days’ festival holidays in each year. If he is required to work in the festival
holiday, he would be entitled to two days’ wages and one compensatory leave and another
alternative leave.

Social Security:

Under the Labour laws of Bangladesh, labour insurance is not mandatory. If a company
has BDT 10,000,000.00 or more, or permanent assets of BDT 20,000,000.00 or more, or more
than 100 labourers any time employed, it has to contribute 5% of its profit after tax to employee
welfare fund.

Maternity Benefits: If a female employee completed minimum six months work tenure in
a company, she will be entitled to an eight weeks’ pre and post leave with her full pay upon
delivery. There are certain benefits that the employers can provide to the employees as
stipulated in the law but those are not mandatory.

Provident Fund: Employers are advised to maintain a provident fund for the employees.
Employees shall provide a specific percentage of their basic to the fund whereas the company
will contribute an equal amount for that employee in the fund. This provident fund entitlement
will never be jeopardized by any action on the part of employee/employer. The provident fund
must be maintained by a board of trustee as appointed by the company

Gratuity: It is a non-mandatory benefit payable at the termination of the employment by
the employee or the employer. There may be a maturity period for the gratuity entitlement.
Gratuity benefit is actually provided in terms of certain number of basics against each of the
completed years.
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Working Hours:

In general, stipulated maximum work hour of an employee should not exceed 8 hours per
day. Employer must provide employees with a one hour break in case of a daily work hour
exceeding six hours. Stipulated total work hours in a week should not exceed 48 hours.
However, employees can work overtime in the company but he should be given a wage at the
rate of double of his prevailing wage rate for the overtime. Even then the total work hours
performed by an employee in a company cannot exceed 60 per week.

Since Bangladesh Centresin will be operating within the export processing zone, it is also
subject to the “EPZ Workers Association and Industrial Relation Act 2004 (as amended from
time to time)” (the “Act”) which requires Bangladesh Centresin to set up a committee for the
purpose of facilitating good understanding amongst workers and the management and to
ensure, amongst other things, the health, safety and training of the workers. The Act also
contains provisions for establishment of trade unions, recognition of collective bargaining
power of the workers and procedures for handling disputes with workers.

Law and regulations in relation to health and production safety in Bangladesh

The Labour Act, 2006 of Bangladesh contains provisions regarding health and hygiene
matters and safety matters. In terms of health and hygiene, every factory shall be clean and free
from effluvia arising from any drain privy or other nuisance, and in particular, (i) accumulation
of dirt and refuge shall be moved daily by sweeping or by any other effective method from the
floors and benches of workrooms and from staircases and passages and disposed of in a
suitable manner; (ii) the floor of every workroom shall be cleaned at least once in every week
by washing, using disinfectant where necessary or by some other effective method; (iii) where
the floor is liable to become wet in the course of any manufacturing process to such extent as
is capable of being drained, effective means of drainage shall be provided and maintained; (iv)
all inside walls and partitions, all ceilings or tops of rooms and walls, sides and tops of
passages and staircases shall, where they are painted or varnished, be repainted or revarnished
at least once in every five years; or where they are painted or varnished and have smooth
impervious surfaces, be cleaned at least once in every fourteenth month, by such methods as
may be prescribed; and in any other case, be kept white-washed or colour-washed and the
white-washing or colour-washing shall be carried out at least once in every fourteen months.

Under the Labour Act, 2006, effective arrangements shall be made in every factory for the
disposal of wastes and effluents due to the manufacturing process carried on therein. Effective
and suitable provisions shall be made in every factory for securing and maintaining in every
work-room (i) adequate ventilation by the circulation of fresh air; and (ii) such temperatures
as will secure to workers therein reasonable conditions of comfort and which will prevent
injury to health, and in particular, (i) the walls and roof shall be of such material and so
designed that such temperature shall not be exceeded but be kept as low as practicable; (ii)
where the nature of the work carried on in the factory involves, or is likely to involve, the
production of excessively high temperature, such adequate measures as are practicable, shall
be taken to protect the workers therefrom by separating the process which produces such
temperature from the work-room by insulating the hot parts or by other effective means.
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In every factory in which, by reason of the manufacturing process carried on, there is
given off any dust or fumes or other impurity of such a nature and to such an extent as is likely
to be injurious or offensive to the workers employed therein, effective measures shall be taken
to prevent its accumulation in any work-room and its inhalation by workers, and if any exhaust
appliance is necessary for this purpose, it shall be applied as near as possible to the point of
origin of the dust, fumes or other impurity, and such point shall be enclosed so far as is
possible.

The Bangladesh government may, in respect of all factories in which humidity of the air
is artificially increased, make rules (i) prescribing standards of humidification; (ii) regulating
the methods used for artificially increasing the humidity of the air; (iii) directing prescribed
tests determining the humidity of the air to be correctly carried out and recorded; and (iv)
prescribing methods to be adopted for securing adequate ventilation and cooling of the air in
the work-rooms. In any factory in which the humidity of the air is artificially increased, the
water used for the purpose shall be taken from a public supply, or other source of drinking
water, or shall be effectively purified before it is so used.

No work-room in any factory shall be overcrowded to the extent that it is injurious to the
health of the workers employed therein. There shall be provided for every worker employed in

a work-room 9.5 cubic meters of space.

In every part of a factory where workers are working or passing, there shall be provided
and maintained sufficient and suitable lighting, natural or artificial, or both. In every factory
all glazed windows and skylights used for the lighting of the work-room shall be kept clean on
both the outer and inner surfaces and free from obstruction as far as possible.

In every factory effective provision shall, so far as is practicable, be made for the
prevention of (i) glare either directly from any source of light or by reflection from a smooth
or polished surface, and (ii) the formation of shadows to such an extent as to cause eye strain
or risk of accident to any worker.

In every factory effective arrangements shall be made to provide and maintain at a
suitable point conveniently situated for all workers employed therein, a sufficient supply of
wholesome drinking water.

The Labour Act, 2006 also governs the occupational safety issues, summary of the major
relevant provisions of which is as follows:

(a) Every factory will be provided with such means of escape in case of fire as may be
prescribed. All of the factory doors affording exit from any room shall not be locked
or fastened so that they can be easily and immediately opened from inside while any
person is within the room, and all such doors, unless they are of the sliding type,
shall be constructed to open outwards, or where the door is between two rooms, in
the direction of the nearest exit from the building and no such door shall be locked
or obstructed while work is being carried on in the room.
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(b)

(©)

(d)

(e

()

(2)

In every factory every window, door, or other exit affording means of escape in case
of fire, other than the means of exit in ordinary use, shall be distinctively marked
in a language understood by the majority of the workers and in red letters of

adequate size or by some other effective and clearly understood sign.

In every factory there shall be provided effective and clearly audible means of
giving warning in case of fire to every person employed therein. A free passage-way
giving access to each means of escape in case of fire shall be maintained for the use

of all workers in every room of the factory.

In every factory wherein more than ten workers are ordinarily employed in any place
above the ground floor, or explosives or highly inflammable materials are used or
stored, effective measures shall be taken to ensure that all the workers are familiar
with the means of escape in case of fire and have been adequately trained in the

routine to be followed in such case.

In every factory the following shall be securely fenced by safeguards of substantial
construction which shall be kept in position while the part of machinery required to
be fenced are in motion or in use, namely (aa) every moving part of a prime mover,
and every fly wheel connected to a prime mover; (bb) the head-race and tail-race of
every water wheel and water turbine; (cc) any part of a stock-bar which projects
beyond the head stock of a lathe; and (dd) unless they are in such position or of such
construction as to be as safe to every person employed in the factory as they would
be if they were securely fenced (i) every part of an electricity generator, a motor or
rotary converter; (ii) every part of transmission machinery; and (iii) every dangerous

part of any machinery.

No woman or child shall be allowed in any factory to clean, lubricate or adjust any
part of machine while that part is in motion, or to work between moving parts or
between fixed and moving parts, of any machinery which is in motion. No young
person shall work at any machine unless he has been fully instructed as to the
dangers arising in connection with the machine and the precautions to be observed,
and (aa) has received sufficient training in work at the machine, or (bb) is under
adequate supervision by a person who has thorough knowledge and experience of

the machine.

No traversing part of a self-acting machine in any factory and no material carried
thereon shall, if the space over which it runs is a space over which any person is
liable to pass whether in the course of his employment or otherwise, be allowed to
run on its outward or inward traverse within a distance of eighteen inches from any

fixed structure which is not part of the machine.
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(h)

(1)

0

(k)

In all machinery driven by power and installed in any factory after the
commencement of the Labour Act, 2006 (aa) every set screw, belt or key or any
revolving shaft, spindle, wheel or pinion shall be so sunk, encased or otherwise
effectively guarded as to prevent danger; and (bb) all spur, worm and other toothed
or friction gearing which does not require frequent adjustment while in motion, shall
be completely encased unless it is so situated as to be as safe as it would be if it were

completely encased.

In respect of cranes and all other lifting machinery, other than hoists and lifts, in any
factory (aa) every part thereof, including the working gear, whether fixed or
movable, ropes and chains and anchoring and fixing appliances shall be (i) of good
construction, sound material and adequate strength; (ii) properly maintained; (iii)
thoroughly examined by a competent person at least once in every period of twelve
months, and a register shall be kept containing the prescribed particulars of every
such examination; (bb) no such machinery shall be loaded beyond the safe working
load which shall be plainly marked thereon; and (cc) while any person is employed
or working on or near the wheel-tract of a travelling crane in any place where he
would be liable to be struck by the crane, effective measures shall be taken to ensure

that the crane does not approach within twenty feet of that place.

If in any factory any part of the plant or machinery used in a manufacturing process
is operated at a pressure above atmospheric pressure, effective measures shall be

taken to ensure that the safe working pressure of such part is not exceeded.

In any factory no person shall enter or be permitted to enter any chamber, tank, vat,
pit, pipe, flue or other confined space in which dangerous fumes are likely to be
present to such an extent as to involve risks of persons being overcome thereby,
unless it is provided with a manhole of adequate size or other effective means of
egress. No portable electric light of voltage exceeding twenty-four volts shall be
permitted in any factory for use inside any such confined space and where the fumes
present are likely to be inflammable, lamp or light other than of flame proof
construction shall be permitted to be used in such confined space. No person in any
factory shall enter or be permitted to enter any such confined space until all
practicable measures have been taken to remove any fumes which may be present
and to prevent any ingress of fumes and unless either (aa) a certificate in writing has
been given by a competent person, based on a test carried out by himself, that the
space is free from dangerous fumes and fit for persons to enter, or (bb) the worker
is wearing suitable breathing apparatus and a belt securely attached to a rope, the

free end of which is held by a person standing outside the confined space.
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() No person shall be permitted to enter in any factory, any boiler furnace, boiler, flue
chamber, tank, vat, pipe or other confined space for the purpose of working or
making any examination therein until it has been sufficiently cooled by ventilation
or otherwise declared to be safe for persons to enter. Where in any factory any
manufacturing process produces dust, gas, fume or vapour of such character and to
such extent as to be likely to explode on ignition, all practicable measures shall be
taken to prevent any such explosion by (aa) effective enclosure of the plant or
machinery used in the process; (bb) removal or prevention of the accumulation of
such dust, gas, fume or vapour; (cc) exclusion or effective enclosure of all possible

sources of ignition.

(m) Where any part of the plant or machinery in a factory contains any explosive or
inflammable gas or vapour under pressure greater than atmospheric pressure, that
part shall not be opened except in accordance with the following provisions, namely
(aa) before the fastening of any joint of any pipe connected with the part of the
fastening of the cover of any opening into the part is loosened, any flow of the gas
or vapour into the part or any such pipe shall be effectively stopped by a stop-valve
or other means; (bb) before any such fastening as aforesaid is removed, all
practicable measures shall be taken to reduce the pressure of the gas or vapour in the
part or pipe to atmospheric pressure.

Environmental regulations in Bangladesh

Environment Policy, 1992, Environment Conservation Act, 1995 and subsequent
amendments, Environment Conservation Rules, 1997, Environment Court Act, 2000 and
subsequent amendments and Ozone Depleting Substances (Control) Rules, 2004 set out the
general legal framework for the protection of the environment in Bangladesh and impose
penalties for breaches of their provisions. They aim to limit adverse impacts on the
environment, control environmental degradation and pollution, control environmental hazards
and exploitation, encourage the proper use of natural resources, and protect biological
diversity.

All projects in Bangladesh must comply with environmental standards issued by the
Department of Environment. A company in Bangladesh is required to comply with standards
relating to the discharge of wastewater, gas emissions, toxic waste, and sound pollution.

A company has to get clearance letter from the Department of Environment by way of
evaluation of project profile and plan before setting up an industrial plant in Bangladesh.

Except to the non-compliance events as disclosure in the paragraph headed “Compliance
history of the Group” under the section headed “Business” in this prospectus, the Directors, to
the best of their knowledge and understanding, are of the view that the Group has complied

with the laws and regulations in the jurisdictions mentioned above.
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HISTORY AND DEVELOPMENT

The Group was founded in 1990 by the establishment of ISH, which was then owned as
to 50% by Mr. Ieong, and 50% by an Independent Third Party (the “Independent Founder™). At
that time, ISH was principally engaged in distribution of adhesive and related products.

From 1998 to 2005, shareholding interest of ISH held by the Independent Founder had
been transferred to various parties, one of whom was a relative of Mr. Ieong, and was
subsequently transferred to and acquired by Mr. Ileong and ICL. ICL was an investment holding
company owned as to 99% by Mr. leong and 1% by Mr. Ip Chin Wing, an executive Director.
Mr. Ip Chin Wing, who was a nominee shareholder of Mr. Ieong, held such 1% shareholding
interest in ICL for and on behalf of Mr. Ieong. The consideration for the shareholding interest
of ISH acquired by Mr. Ieong and ICL was based on arm’s length negotiation among the
various parties. Since January 2005 and up to the reorganisation of the Group for the purpose
of the Listing, Mr. Ieong was the beneficial owner of the entire issued share capital of ISH,
which was owned as to approximately 71.8% directly by Mr. leong and the remaining of
approximately 28.2% was indirectly owned by Mr. Ieong through ICL (a company beneficially
owned by Mr. leong).

To cope with the distribution business of the Group, the Group established Zhuhai Iao Son
in August 1992 to carry out processing and sub-packaging activities for its distribution
business in the PRC.

In 1992, to cope with the Group’s business strategy for exploring other business
opportunities in the PRC, the Group also established an operation office in Guangzhou, the
PRC.

Since January 1993, the Group has been appointed as the exclusive distribution agent of
a series of hardener products “IRODUR”, in the PRC, Hong Kong and Macau. The regions
covered by the Group’s distribution of such products were further extended to Vietnam and
Taiwan in 1997 and 1998 respectively. Details of this distribution right are set out in the
paragraph headed “Suppliers” under the section headed “Business” in this prospectus.

In 1997, the Group established two investment holding companies namely Macson and
Righton, both of which were incorporated in Macau with limited liabilities, and were owned
as to 99% by ISH and 1% by Mr. leong (holding solely for the purpose of satisfying the then
legal requirement that at least two shareholders were required for a limited company under
Macau laws at the relevant time).

In September 1998, Zhongshan Macson was incorporated and the Group established
Zhongshan Production Plant in the PRC. Zhongshan Macson is principally engaged in the
processing of adhesives and primers. Details of the Zhongshan Production Plant are set out in
the paragraph headed ‘“Production facilities” under the section headed “Business” in this

prospectus.
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In June 2002, Bracorp was incorporated in BVI and was wholly-owned by Mr. Ieong.
Bracorp is designated by the management for the provision of promotion and marketing
services within the Group.

In September 2002, Great Oasis was incorporated in BVI and was wholly-owned by Mr.
Ieong. Great Oasis is designated by the management for the trading of raw materials and
adhesive products within the Group.

In October 2003, Benino was incorporated in BVI and was wholly-owned by Mr. Ieong.
Benino is designated by the management for the provision of research and development
services and technical assistance services within the Group.

In August 2005, in order to strengthen the Group’s research and development capability,
the Group entered into a technical support agreement with No-Tape Japan. No-Tape Japan is
responsible for the provision of technical assistance to the Group’s research and development.

In January 2005, in view of the potential growth of the footwear manufacturing industry
in Vietnam, Vietnam Centresin was incorporated and the Existing Vietnam Production Plant
was established for processing of adhesives and primers in Vietnam. Details of the Existing
Vietnam Production Plant are set out in the paragraph headed “Production facilities” under the
section headed “Business” in this prospectus. Pursuant to the investment certificate of Vietnam
Centresin dated 27 January 2005, Vietnam Centresin had a charter capital of US$300,000 and
an investment capital of US$900,000, and was permitted to be engaged in the processing of
adhesive, dilute substance, detergent, hardener and polyurethane for a term of 30 years since
27 January 2005. On 12 January 2009, the investment certificate was granted to be amended
for the increase of its charter capital and investment capital to US$600,000 and US$3,000,000
respectively.

In July 1999, having considered the limited production capacity of Zhuhai Iao Son as a
processing and packaging center, Zhuhai Centresin, being a sino-foreign cooperative joint
venture company owned as to approximately 96% by the Group and 4% by an independent PRC
company, was established for exploring possibility of establishment of the Group’s own
production facilities, which is expected to be capable of undertaking the whole production
process of adhesive and primer. The entire shareholding interest owned by such independent
PRC company was transferred to the Group in December 2006 and Zhuhai Centresin has
become a wholly-owned subsidiary of the Group.

The Group started to plan for the establishment of the Zhuhai Production Plant in 2002.
During 2002 to 2004, the Group received various approvals from the PRC government for the
establishment of the Zhuhai Production Plant, which is engaged in the production of footwear
adhesive and primer, commenced commercial operation in 2006. Details of the Zhuhai
Production Plant are set out in the paragraph headed “Production facilities — current production
facilities” under the section headed “Business” in this prospectus. Having considered the cost
effectiveness and the respective production capacity of the production facilities operated by
Zhuhai Centresin and Zhuhai [ao Son, Zhuhai lao Son ceased its production and operation upon
the operation of the Zhuhai Production Plant commenced in 2006 and Zhuhai Tao Son was
dissolved in May 2007.
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During the period from 1996 to 2007, Mr. leong established his own business other than
the adhesive business of the Group. Such business has been carried out through four different
companies incorporated in Macau, namely Proton Company Limited, South Star Biotechnology
Company Limited, Grace Power Polymer Technology Co. Ltd. and Unity Property & Parking
Management Company Limited. Proton Company Limited, the issued share capital of which
was registered in the name of Mr. Ieong (as to 1%) and ISH (as to 99%), was principally
engaged in the trading of TPU (Thermoplastic Polyurethane), a type of plastic. South Star
Biotechnology Company Limited, the issued share capital of which was registered in the name
of Mr. Ieong (as to 20%) and ISH (as to 80%), was principally engaged in the sale and
marketing of health care products. Grace Power Polymer Technology Co. Ltd., the issued share
capital of which was registered in the name of Mr. Ieong (as to 30%) and ISH (as to 70%), was
principally engaged in the trading of electronic adhesive used in the production of electronic
products. Unity Property & Parking Management Company Limited, the issued share capital of
which was registered in the name of Mr. Ieong (as to 1%) and ISH (as to 99%), was principally
engaged in the management of car parks in Macau. Since at least two shareholders were
required for establishing a company under relevant laws of Macau at that time, ISH acted as
a nominee shareholder of Mr. leong for the establishment of these four companies. Easy Ray
Holdings Limited, the investment vehicle of Mr. Ieong, has entered into separate sale and
purchase agreements with ISH for acquiring the equity interest held by ISH on behalf of Mr.
Ieong in each of South Star Biotechnology Company Limited, Grace Power Polymer
Technology Co. Ltd. and Unity Property & Parking Management Company Limited each at a
consideration of MOP1.00 and in Proton Company Limited at a consideration of MOP2.00.
Having considered the business and product nature of the aforementioned companies and those
of the Group, the Directors are of the view that there is no business competition between the
Group and the aforementioned companies. As at the Latest Practicable Date, Proton Company
Limited was not engaged in any business activities.

In January 2009, Bangladesh Centresin was incorporated in Bangladesh and was owned
as to 99.8% by ISH, 0.1% by Mr. Ip Chin Wing and 0.1% by Mr. Ip Ka Lun, the executive
Directors. Each of Mr. Ip Chin Wing and Mr. Ip Ka Lun is holding his interest on trust for ISH.
On 27 July 2009, Bangladesh Centresin entered into a leasing agreement with Bangladesh
Export Processing Zones Authority for leasing a parcel of land in Bangladesh for establishing
its production facilities in Bangladesh. This production facilities is expected to commence
operation in 2010.

In May 20009, a strategic investor, Raffles Partners was introduced to the Group pursuant
to an investment agreement (the “Investment Agreement”) dated 30 May 2009 and entered into
between Mr. leong and Raffles Partners relating to the sale of 10% equity interest in Keen
Castle, the intermediate holding company of the Group, to Raffles Partners at a cash
consideration of HK$15 million. The consideration for the said 10% equity interest was arrived
at after arm’s length negotiations between Mr. Ieong and Raffles Partners with reference to the
financial position and future earning capacity of the Group and available financial data of other
listed companies in the same industry. The consideration under the Investment Agreement was
settled by Raffles Partners on 30 June 2009. The market capitalisation of the Shares owned by
Raffles Partners upon the Listing is approximately HK$21.94 million based on the Offer Price
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of HK$0.585 per Share and is approximately HK$28.13 million based on the Offer Price of
HKS$0.75 per Offer Share. The discount of the investment of Raffles Partners in the Company
is approximately 31.6% if the Offer Price is HK$0.585 and is approximately 46.7% if the Offer
Price is HK$0.75.

Raffles Partners is a company incorporated in Hong Kong with limited liability and is
wholly-owned by Mr. Tang Tsz Kit, an Independent Third Party. Raffles Partners, with a
sizeable investment, is an investment vehicle investing in long-term private equity projects. As
at the Latest Practicable Date, apart from the investment in the Company, Raffles Partners’
other investments included its investment in Chigo Holding Limited (“Chigo”) and Ruinian
International Limited (“Ruinian”), both of which are listed on the Stock Exchange. The
investment in Chigo and Ruinian by Raffles Partners were on pre-IPO investment basis. As at
the Latest Practicable Date, Raffles Partners’ investment in Chigo was valued at approximately
HK$5.2 million. As at the Latest Practicable Date, Raffles Partners had approximately 35.2%
shareholding in a company which had invested in Ruinian and such investment was valued at
approximately HK$283.8 million as at the Latest Practicable Date.

After completion of the Investment Agreement, Keen Castle was owned by Mr. Ieong as
to 1,800 shares, representing 90% of the then issued capital of Keen Castle, and was owned by
Raffle Partners as to 200 shares, representing 10% of the then issued capital of Keen Castle.
Pursuant to the Investment Agreement, Raffles Partners has the right to appoint one
representative to the board of directors of Keen Castle if Raffles Partners holds not less than
10% of shareholding interest in Keen Castle. Upon the completion of the Reorganisation, such
right has ceased as Raffles Partners no longer hold any shares in Keen Castle. In view of the
nature of the Investment Agreement and certain investment risk taken by Raffles Partners,
Raffles Partners is not subject to lock-up requirement for the disposal of Shares upon the
Listing.

On 10 June 2009, in pursuance of the Investment Agreement, Keen Castle has entered into
a share swap agreement (the “First Share Swap Agreement”) with Mr. leong whereby Mr. leong
has sold to Keen Castle the entire equity interest in each of Great Oasis, Bracorp and Benino
to Keen Castle in consideration of allotment and issue of 500 ordinary shares of US$1.00 each
in the capital of Keen Castle, all credited as fully paid, to Mr. Ieong by Keen Castle.

Furthermore, on 10 June 2009 Keen Castle also entered into another share swap
agreement (the “Second Share Swap Agreement”) with Mr. Ieong and ICL in relation to the
equity interest in ISH. The Second Share Swap Agreement was supplemented by a
supplemental agreement (the “Supplemental Agreement”) dated 30 December 2009 and entered
into among Keen Castle, Mr. Ieong and ICL, together with Mrs. Ieong, the spouse of Mr. Ieong.
Under the Second Share Swap Agreement and the Supplemental Agreement, Mr. Ieong and ICL
have agreed to transfer their respective equity interests in ISH to Keen Castle on a date to be
designated by Keen Castle in return for allotment and issue of a total of 500 ordinary shares
of US$1.00 each in the capital of Keen Castle, all credited as fully paid, to Mr. Ieong by Keen
Castle. The parties also confirmed in the Supplemental Agreement that as from 10 June 2009
the benefits arising from the equity interest in ISH are to be enjoyed by Keen Castle. ICL has
also agreed to assign to Mr. Ieong its portion of the 500 ordinary shares of US$1.00 each in
the capital of Keen Castle under the Second Share Swap Agreement.
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Accordingly, Keen Castle on 10 June 2009 allotted and issued 1,000 new ordinary shares
to Mr. Ieong pursuant to the First Share Swap Agreement and the Second Share Swap
Agreement (as supplemented by the Supplemental Agreement). On 18 June 2009 and pursuant
to the Investment Agreement, Mr. leong transferred to Raffles Partners 200 ordinary shares in
the capital of Keen Castle, representing 10% of the then entire issued share capital of Keen
Castle. Completion of the First Share Swap Agreement took place on 10 June 2009 whereas
completion of the Second Share Swap Agreement took place on 11 February 2010.

As part of the corporate reorganisation of the Group in preparation for the Listing, ISH
transferred to Easy Ray Holdings Limited, the investment vehicle of Mr. Ieong, its
shareholdings in four Macau companies not engaging in the footwear adhesive related business
in December 2009. The four Macau companies were Unity Property & Parking Management
Company Limited, Grace Power Polymer Technology Co. Ltd., South Star Biotechnology
Company Limited and Proton Company Limited. ISH became shareholder of the said four
Macau companies since their respective dates of incorporation during 1996 to 2007 in order to
meet the legal requirement that at least two shareholders were required for a limited company
incorporated under Macau laws at the relevant time. ISH and Mr. Ieong also on the respective
dates of incorporation of the said four Macau companies entered into transfer agreements
documenting such background and ISH’s agreement to transfer to Mr. leong its shareholdings
in those four Macau companies at nominal value. It was also documented in the said transfer
agreements that ISH had no intention to invest in the respective business of those four Macau
companies. ISH also agreed that it would sign such documents at such time as Mr. leong may
request for transferring the relevant shareholdings to Mr. Ieong and to proceed with the
necessary registration for the change of shareholdings with the Macau authorities.

On 10 December 2009, ISH and Mr. Ieong’s investment vehicle, Easy Ray Holdings
Limited, entered into four separate share transfer agreements for the purpose of transferring
ISH’s shareholdings in the four Macau companies to Easy Ray Holdings Limited. The four
share transfer agreements all dated 10 December 2009 were lodged with Macau authorities for
registration of the change of shareholdings in the said four Macau companies. As from 10
December 2009, ISH has ceased to be a shareholder of each of Unity Property & Parking
Management Company Limited, Grace Power Polymer Technology Co. Ltd., South Star
Biotechnology Company Limited and Proton Company Limited.

Meanwhile, with a view to streamlining the shareholding structure within the Group, ISH
entered into four acquisition agreements with Mr. Ieong and Mrs. Ieong on 1 March 2010
pursuant to which Mr. Ieong, with the consent of Mrs. leong, has transferred to ISH the 1%
shareholding in each of Righton, Macson, Macau Centresin and Greenfield. The 1%
shareholding held by Mr. Ieong and his spouse was solely for the purpose of satisfying the then
legal requirement that at least two shareholders were required for a limited company under
Macau laws at the relevant time. To document such shareholding arrangement, Mr. Ieong, his
spouse and ISH entered into four separate memoranda all dated 30 December 2009 where it
was also confirmed that the 1% interest in each of Righton, Macson, Macau Centresin and
Greenfield previously held by Mr. leong and his spouse were funded by ISH. The said four
acquisition agreements were lodged with Macau authorities for registration of the change of

- 106 —



HISTORY AND DEVELOPMENT

shareholdings in the said four Macau companies. Since 1 March 2010, each of Righton,
Macson, Macau Centresin and Greenfield has become 100% wholly-owned subsidiary of the
Company which is now allowed under Macau laws.

In September 2009, the Group applied to the State Intellectual Property Office of the PRC
(G PN=E Rk EWESR) for a patent of invention in relation to the Group’s
self-developed water-based adhesive specializing in the application on production of
vulcanized shoes and with environmental protection characteristic.

On 10 December 2009, Zhong Bu Centresin (GZ) was established in the PRC, which will
establish the new production facilities in Nansha, Guangdong, the PRC. Zhong Bu Centresin
(GZ) is wholly owned by Macau Centresin, being a company incorporated in Macau with
limited liability in August 2007 and a wholly-owned subsidiary of the Company. The registered
capital of Zhong Bu Centresin (GZ) is US$16,000,000. According to the articles of association
of Zhong Bu Centresin (GZ), the Group should inject 15% of registered capital to the capital
account within 3 months after establishment date, the rest of registered capital shall be injected
within 2 years after the establishment date. Zhong Bu Centresin (GZ) has commenced
application with the local government of Guangdong, the PRC for establishing its production
facilities in Nansha, Guangdong, the PRC. Details of this production facilities are set out in
paragraph headed “Production facilities” in the section headed “Business” in this prospectus.

CORPORATE REORGANISATION

In preparation for the Listing, the Group underwent the Reorganisation which primarily
involved the following steps:

(a) transfer of 100 shares, representing the then entire issued share capital, in each of
Bracorp, Benino and Great Oasis by Mr. leong to Keen Castle, in consideration of
which Keen Castle allotted and issued 500 ordinary shares to Mr. Ieong, all credited
as fully paid up, on 10 June 2009 pursuant to the share swap agreement dated 10
June 2009 and entered into between Mr. Ieong and Keen Castle;

(b) transfer of 200 ordinary shares, representing 10% of the then entire issued share
capital in Keen Castle, by Mr. Ieong to Raffles Partners on 18 June 2009 at a cash
consideration of HK$15,000,000.00;

(c) disposal of equity interests of an aggregate of MOP475,000.00 in Proton Company
Limited by ISH to Easy Ray Holdings Limited, a company controlled by Mr. Ieong,
on 10 December 2009 at an aggregate consideration of MOP2.00;

(d) disposal of equity interests of MOP99,000.00 in Unity Property & Parking
Management Company Limited by ISH to Easy Ray Holdings Limited, a company
controlled by Mr. Ieong, on 10 December 2009 at a consideration of MOP1.00;

(e) disposal of equity interests of MOP80,000.00 in South Star Biotechnology Company
Limited by ISH to Easy Ray Holdings Limited, a company controlled by Mr. Ieong,
on 10 December 2009 at a consideration of MOP1.00;
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disposal of equity interests of MOP70,000.00 in Grace Power Polymer Technology
Co. Ltd. by ISH to Easy Ray Holdings Limited, a company controlled by Mr. Ieong,
on 10 December 2009 at a consideration of MOP1.00;

incorporation of the Company on 15 December 2009 in the Cayman Islands and
transfer of one nil paid Share from Codan Trust Company (Cayman) Limited to Mr.

Ieong;

incorporation of Ally Link on 19 January 2010 and allotment and issue of 100
ordinary shares of Ally Link to Keen Castle at par on 29 January 2010;

transfer of the entire equity interests in ISH on 11 February 2010 of which equity
interests of MOP646,200.00 in ISH was transferred by Mr. Ieong to Keen Castle at
a cash consideration of MOP1.00 and equity interests of MOP253,800.00 in ISH was
transferred by ICL to Ally Link at a cash consideration of MOP1.00;

acquisition of equity interests of MOP1,000.00 in Macson by ISH from Mr. Ieong
on 1 March 2010 at a cash consideration of MOP1.00;

acquisition of equity interests of MOP1,000.00 in Righton by ISH from Mr. Ieong
on 1 March 2010 at a cash consideration of MOP1.00;

acquisition of equity interests of MOP1,000.00 in Greenfield by ISH from Mr. Ieong
on 1 March 2010 at a cash consideration of MOP1.00;

acquisition of equity interests of MOP1,000.00 in Macau Centresin by ISH from Mr.
Ieong on 1 March 2010 at a cash consideration of MOP1.00;

transfer of the one nil paid Share from Mr. Ieong to All Reach on 26 March 2010;
and

acquisition of the 1,800 shares and 200 shares, which in aggregate constitute the
entire issued share capital, in Keen Castle by the Company from Mr. Ieong and
Raffles Partners respectively on 26 March 2010 in consideration of (i) the allotment
and issue of 1,799 Shares and 200 Shares, all credited as fully paid up, to All Reach
at the direction of Mr. Ieong and Raffles Partners respectively; and (ii) the crediting
as fully paid at par of the one nil paid Share held by All Reach.
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OVERVIEW

The Group is principally engaged in the production, sale and development of adhesives
and primers and the distribution of hardeners, which are widely used by the Group’s customers
in the process of footwear manufacturing in the PRC and Vietnam. During the Track Record

Period, the geographical breakdown of the Group’s turnover is shown as follows:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$'000 % HK$'000 % HK$'000 % HK$000 % HK$000 %
(unaudited)
PRC 156,427 717 201,197  69.9 172,012 643 63,6001  66.7 50,508 57.9
Vietnam 61,700  28.3 860,611  30.1 95,567 357 31,697 333 36,712 42.1
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220 100.0

Adhesives are used for bonding all components of footwear including outsoles, insoles
and uppers. Primers are used in the pretreatment of footwear components prior to the
application of adhesives. Hardeners, being a curing agent, are used by mixing with adhesive
for controlling or promoting the curing action of adhesive. The Directors believe that
adhesives, primers and hardeners, being key production materials for footwears, are applied in
different stages of the footwear manufacturing process, and the quality of which may have
critical influence on the quality of footwears.

The breakdown of the Group’s turnover during the Track Record Period by product types

is shown as follows:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$000 % HK$000 % HKS$'000 % HKS$000 % HK$'000 %
(unaudited)

Adhesives 116,567 534 161,852 563 150,973 564 52242 548 48994  56.2

Primers 54883 252 71,081 247 68,741  25.7 24470 257 24251 278
Hardeners 44752 20.5 49918 173 44862 16.8 17,707  18.6 13,631  15.6
Others

(Note) 1,925 0.9 4,957 1.7 3,003 1.1 879 0.9 344 0.4
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298  100.0 87,220  100.0

Note: Sale of raw materials, and sale of adhesives and primers produced and sold by the Group under OEM
basis.
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During the Track Record Period, except for the adhesives and primers produced and sold
by the Group under OEM basis, the Group marketed and sold its adhesives and primers under
its own brand “Zhong Bu” (“d1#5”). The Directors believe that such brand is well recognized
by its customers. Most of the Group’s customers are footwear manufacturers engaged in the
production of footwears for footwear suppliers. Pou Chen Group, the largest customer of the
Group during the Track Record Period, has more than 17 years of business relationship with
the Group.

The Group’s management and control were generally driven in Macau, where the majority
of the management team conducted the business activities, held meetings, or resided. Apart
from the function as a headquarters, the Directors also participated in the sales and marketing
activities in Macau. Accordingly, major sales contracts of the Group were negotiated and
concluded in Macau. It was essential to conduct these activities in Macau as the Directors
resided or frequently visited there. Given that Macau had a well developed transportation
network internationally and to/from Zhuhai and Zhongshan, the PRC, where the Group’s
production plants in the PRC were situated, the Directors were able to manage the Group’s
operations in Macau effectively.

The Group also produces and sells adhesives and primers under brands of third parties on
OEM basis to customers in the PRC. Such customers resell the adhesives and primers under
their own brands. The revenue derived from those customers represents less than 1% of the
Group’s total turnover during the Track Record Period.

The Group is an exclusive distributor of a series of hardener products namely “IRODUR”
in Hong Kong, Macau, the PRC, Taiwan and Vietnam. Revenue derived from the distribution
of “IRODUR” hardener products accounted for approximately 20.5%, 17.3%, 16.8% and
15.6% of the Group’s turnover for each of the three years ended 30 September 2009 and the
four months ended 31 January 2010 respectively. The Group’s distribution right of “IRODUR”
hardener products is derived from various distribution agreements.

The following table shows the breakdown of the Group’s output volume by products
during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
Tonnes %  Tonnes %  Tonnes %  Tonnes %  Tonnes %
Adhesives 7999.1 741 10,1970 752 94063  74.1 2472 652 2,422 65.2
Primers 24870 230 3,078 225 29213 230 1,121 295 1,166 314
Hardeners 305.2 2.8 307.5 2.3 369.6 2.9 159 4.2 117 3.1
Others 24 0.0 29 0.0 1.0 0.0 42 1.1 11 0.3
Total 10,793.7  100.0 13,565.2 100.0 12,698.2 100.0 3,794 100.0 3,716 100.0

- 110 -



BUSINESS

As at the Latest Practicable Date, the Group had two operating production plants in the
PRC (namely, the Zhongshan Production Plant and the Zhuhai Production Plant) and one
operating production plant in Vietnam (namely, the Existing Vietnam Production Plant). The
Group’s existing production plants in the PRC are mainly for the production of adhesives and
primers to cater for the demand of the PRC customers, while the production plant in Vietnam
is mainly for the processing of adhesives and primers. In order to expand the Group’s
production capacity, the Group is in the process of establishing new production plants in the
PRC, Vietnam and Bangladesh. Upon commencement of the operation of the new production
plants in the PRC, Vietnam and Bangladesh, the operation of the existing production plants in
the PRC and Vietnam will cease. Details of the Group’s relocation plan are set out in the
paragraph headed “Production facilities — Relocation of existing production plants” in this

section below.

For the taxation of the Group, it should be noted that the Group also paid Business Tax
(“BT”) in the PRC due to the vast servicing functions performed there. The BT was levied on
the relevant income directly and charged before “Profit before taxation”, on top of the taxes
shown at Taxation section. By taking into account the BT, the tax paid by the Group for each
of the three years ended 30 September 2009 and the four months ended 31 January 2010 should
be represented by the following split:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$000 % HK$000 % HK$'000 % HKS$000 % HK$'000 %
(unaudited)

The charge

comprises of:

PRC TAX

BT 1,101 93.23 1,598  86.61 1,447 79.81 542 61.87 404 100.00

PRC Enterprise

Income

Tax (“EIT”) 0 - 142 N 132 728 74 845 - -
1,101 93.23 1,740 94.31 1,579 87.09 616 70.32 404 100.00

MACAU TAX

Macau

complementary

tax 80 6.77 105 5.69 234 1291 260 29.68 - -
1,181 100.00 1,845 100.00 1,813 100.00 876 100.00 404 100.00

Note: BT were included in the cost of goods sold by the Group during the Track Record Period.
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According to the Article 42 of the New Income Tax Law and Article 113 of the
Implementation Rules, there is no mandatory requirement in the PRC for a taxpayer to apply
advance pricing arrangement (“APA”) application, and APA shall remain at the election of the
taxpayer. The Directors confirmed that the tax reportings at the relevant jurisdictions, including
PRC, Macau and Vietnam, were all agreed by the respective authorities up to the Latest
Practicable Date. There was neither transfer pricing challenge, nor other tax investigation and
enquiries, outstanding from the tax authorities and customs in connection with the Group’s
operations, as at the Latest Practicable Date.

In view of the definition of “operations” when determining where it is substantial within
the Group for the purpose of tax reconciliation, it should be PRC instead of Macau having
compared the proportion of net profits derived therefrom instead of simply looking at the place
where sales were concluded which is Macau. Thus the PRC applicable tax rate was used to
perform the tax reconciliation.

GROUP STRUCTURE

Set out below is the corporate structure of the Group and the shareholding structure of the

Company immediately following completion of the Share Offer and the Capitalisation Issue:

Mr. leong
(Note)
100%
All Reach Raffles Partners
Public (Incorporated in BVI) (Incorporated in Hong Kong)
(Investment holding) (Investment holdings)

25% 67.5% | 7.5%

The Company
(Incorporated in
Cayman Islands)

(Investment holdings)

100%

Keen Castle Limited
(Incorporated in BVI)

100% (Investment holdings)

Ally Link I
(Incorporated in BVI) . “ — "
(Investment holdings) 28.2% 71.8% | 100% 100% 100%
ISH Benino
. in Macau) Great Oasis Bracorp e BV
(Provision of agency services (Incorporated in BVI) (Incorporated in BVI) (Incorporated in BVI)
on of h (Provision of research and
for the Group’s raw materials (Trading of raw materials (Provision of promotion and P e
procurement and distribution of and adhesive products) marketing services) feve f’*l”“e“{ services anc
adhesive products) technical assistance services)
100% 100% | 100% | 100% | 100% | 100% |
Macson Righton Vietnam Centresin Greenfield entres. 2 §
(incorporated in Maca) (Incorporated in Maca) (Incorporated in Vietnan) (ncorporaed in Macan) Bangladesh Contresin B
(Investment holding and (Investment holding and (Processing and packaging (Distribution of adhesive (Not yet commenced business) (Investment hai ding)
distribution of adhesive products) distribution of adhesive products) of adhesive products) products) ¥ e s

100%

100%

Zhong Shan Macson
(Incorporated in PRC)
(Manufacture of adhesive
products)

Zhuhai Centresin
(Incorporated in PRC)
(Manufacture of adhesive
products)

100%

Zhong Bu Centresin (GZ)
(Incorporated in PRC)
(Not yet commenced business)

Note:

. The entire issued share capital of All Reach is beneficially owned by Mr. leong. By virtue of the SFO, Mr.
Ieong is deemed to be interested in the entire 337,500,000 Shares held by All Reach. Mrs. Ieong, being the
spouse of Mr. Ieong, is also deemed to be interested in the 337,500,000 Shares under the SFO.

. According to the laws of Macau, the regime of matrimonial property of Mr. Ieong and Mrs. Ieong is community

(3t [7] 5 7 ).
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COMPETITIVE STRENGTHS

The Directors attribute that the Group’s historical success to date and future prospects are
underpinned by a combination of competitive strengths including:

. Well established relationships with major customers

The Group has established long-term business relationship with its major customers
which are specialised in footwear manufacturing. For example, the major customers of the
Group specializing in footwear manufacturing include Pou Chen Group, the largest
customer of the Group during the Track Record Period, which has more than 17 years
business relationship with the Group and the Group is one of the major adhesive and
primer suppliers of Pou Chen Group. Accordingly, the Directors believe that the Group
has well established relationship with Pou Chen Group. In view of such well established
relationship, the Group has expanded its business in line with the expansion plan of Pou
Chen Group in other countries including, but not limited to, Vietnam and Bangladesh.

The Directors consider that the long-term business relationship established with its
major customers is attributable to the Group’s research and development capability, value
added services provided by the marketing and technical services team and the quality of
products, details of which are set out below. The Directors believe that such strong
customer base will provide the Group with support for further business expansion and
will ensure that the Group is well-positioned to capture future growth opportunities in the
footwear manufacturing industry.

. Strong research and development capability

The Directors consider that the quality of adhesives and primers has substantial and
direct influence on the quality of shoes, and the modification of adhesives and primers is
critical for its application on different styles and materials of shoes. Thus the Group
always places great emphasis on its research and development capability. In August 2005,
the Group entered into a cooperation agreement with No-Tape Japan, which is based in
Japan and has a history of over 60 years as a footwear adhesive manufacturer in Japan.
The Directors consider that such cooperation is capable of strengthening the Group’s
research and development capability for its products. No-Tape Japan has been assigning
its engineers to the Group’s production facilities from time to time for assisting in the
research and development of the Group. For each of the three years ended 30 September
2009 and the four months ended 31 January 2010, (i) the turnover attributable to the
products solely developed by the methodologies and formulas provided by No-Tape Japan
accounted for approximately HK$92.9 million, HK$61.8 million, HK$12.0 million and
HK$5.9 million respectively, representing approximately 42.6%, 21.5%, 4.5% and 6.7%
of the Group’s total turnover respectively; and (ii) the turnover of the Group attributable
to the products jointly developed by the Group and No-Tape Japan accounted for
approximately nil, HK$68.7 million, HK$114.7 million and HKS$48.7 million
respectively, representing approximately nil, 23.9%, 42.9% and 54.4% of the Group’s
total turnover respectively.
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As at the Latest Practicable Date, the research and development team of the Group
had 15 staff and two technicians assigned by No-Tape Japan to the Group under the
Group’s co-operation arrangement with No-Tape Japan. The Directors consider that the
research and development team has strong academic backgrounds in chemistry and
chemical engineering related subjects as 11 of them are bachelor degree holders and 4 of
them are master degree holders. Most of them have more than 3 years of experience in
research and development of chemical products relating to footwear industry. They are
responsible for the research, development and modification of the Group’s products based
on customers’ requirements and relevant regulations, such as environmental protection
related regulations. Under the Group’s continuous effort in research and development, the
Group’s research and development team has successfully developed the Vulcanized Shoes
Adhesive Related Products in early 2009 without the technical support from No-Tape
Japan. Such water-based adhesive has the characteristic of environmental friendly and is
specially developed to meet the bonding requirements of vulcanized shoes made of
different kinds of footwear materials. In September 2009, the Group applied to the State
Intellectual Property Office of the PRC (3£ A [% 4t 1 FJ k= HE /) for a patent of
invention in relation to the Group’s self-developed Vulcanized Shoes Adhesive Related
Products, which are with lower volatile organic compounds (“VOCs”) and therefore are
more environmental friendly. The approval of the application to the State Intellectual
Property Office of the PRC is subject to examination. Furthermore, the Group also
applied to the relevant government authorities in Vietnam and Bangladesh in December
2009 and in Indonesia in January 2010 for the registration of patent in relation to its
Vulcanized Shoes Adhesive Related Products.

Although the existing adhesive products in the market can also be applied on the
production of vulcanized shoes, they are not environmental friendly in view of their
solvent-based chemical nature. As such, the Vulcanized Shoes Adhesive Related Products
can be priced with comparatively a higher profit margin because of their environmental
friendliness. The Group commenced its commercial sale of the Vulcanized Shoes
Adhesive Related Products in October 2009. The Directors believe that the Group’s
ability to develop the Vulcanized Shoes Adhesive Related Products demonstrates its

strong research and development capability.

. Specific product features satisfying specific customers’ needs

As at the Latest Practicable Date, the Group had 24 types of adhesive products, 40
types of primer products and 15 types of hardener products, which can be applied on
different types of materials and parts of footwear including outsoles, insoles and uppers.
The Group, with its research and development capability, can develop specific adhesive
and/or primer products which can accommodate the specific needs of its customers. In
this regard, the Directors believe that the wide range of products and product
development capability also strengthen the Group’s competitiveness.
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. Experienced marketing and technical service team with valued added
services

As at the Latest Practicable Date, the marketing and technical services team of the
Group had 90 staff. In view of the rapid change of footwear production materials,
footwear manufacturers always face ad-hoc problem in the application of adhesives and
primers. In such regard, the marketing and technical service team of the Group is
responsible for not only conducting market analysis, sales and marketing, but also
providing on-site technical support and advisory to customers on any ad-hoc problems
arising from application of adhesives and primers. The Directors believe that its
marketing and technical service team, which possess extensive experience in the
application of chemical materials in footwear manufacturing and problem solving
capability, is the key factor contributing to the Group’s success.

. Recognised brand namely “Zhong Bu”

“Zhong Bu”, being the brand of the Group’s products, is well recognised by the
Group’s customers. The brand “Zhong Bu” represents after-sales services, good quality
and problem solving ability rendered by the Group. The brand is owned by the Group and
all of the Group’s adhesives and primers are sold under such brand. The brand has been
strengthened by the Group’s marketing and technical services team by direct marketing
and promotion to the footwear manufacturers in the PRC and Vietnam and footwear
suppliers.

. Strong quality management

The Group has adopted stringent quality management system to ensure adherence to,
and consistency in the quality of the products of the Group. In 2007, the Group obtained
ISO 9001:2000 and ISO 14001:2004 certification for the development and manufacture
of adhesives and primers. The Group is also a member of SATRA, a leading research and
technology centre in the world. The Directors believe that the Group’s quality
management system is instrumental to the Group’s success and to maintaining the
Group’s brand recognition. During the Track Record Period, no sales return was recorded
in relation to the quality of the Group’s products.

. Extensive experience in footwear adhesive industry of the management team

Mr. Teong, the chairman of the Group, has approximately 20 years of experience in
footwear adhesive industry and Mr. Ip Chin Wing, an executive Director, has more than
22 years of experience in the chemical industry. The strategies built to the Group’s
success by the establishment of marketing and technical services teams with value-added
service and the cooperation with No-Tape Japan for research and development were led
by Mr. Ieong and Mr. Ip Chin Wing. The Directors believe that the collective knowledge
and experience of the Directors, senior management, marketing and technical services
team as well as the research and development team enable the Group to respond rapidly
to the changing and fast growing footwear industry as well as the footwear adhesive
industry, and are also fundamental to the successful and sustainable long-term
development of the business of the Group.
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STRATEGIES AND FUTURE PLANS

The principal goal of the Group is to become a leading and professional manufacturer of
chemical products specialized in footwear adhesive industry by leveraging on its competitive
edge. The Group aims to achieve such goal by implementing the following strategies:

. Proximity to customers

Although the PRC has emerged as the largest footwear producer and exporter
worldwide, representing approximately 66% of the world’s total footwear
production in 2008, the Directors were aware that footwear manufacturers were
gradually expanding their production bases to other Asian countries such as
Vietnam, Bangladesh, Indonesia and Cambodia. In such regard, the Group
established its subsidiary and production facilities in Vietnam in 2005. In 2009, the
Group proposed to enter into the Bangladesh market by entering into a lease
agreement with Bangladesh Export Processing Zones Authority, an Independent
Third Party, for renting of a parcel of land for a term of 30 years for the
establishment of production facilities. Furthermore, the Group also rented a parcel
of land in Vietnam in 2008 and has purchased a piece of land in Nansha, the PRC
to establish its new production facilities and expand its production capacity. The
Group will continuously explore the development in other markets after assessing
and evaluating the potential demand for the Group’s products, and availability of

management personnel.

. Promotion of “Zhong Bu” (‘“fh £§”’) to footwear suppliers

Under the existing practice of footwear manufacturing industry, footwear
manufacturers have to purchase production materials from designated production
materials suppliers recognized and approved by their respective customers, being
the footwear suppliers, in order to control the quality of footwear products. Except
for the recognition process performed by the footwear suppliers as mentioned below,
there is no direct business dealing between the Group and footwear suppliers. The
Directors consider that it is a common practice in the footwear manufacturing
industry that most of the footwear suppliers will provide their respective footwear
manufacturers with an internal list of approved production materials suppliers, and
only limited number of footwear suppliers will have formal approval notification
issued to production materials suppliers for such recognition. As at the Latest
Practicable Date, the Group had received such formal approval notifications from
three footwear suppliers in approving the Group as one of the approved adhesive
material suppliers. The Directors understand that in general, each such approved
internal list contains around five adhesive materials suppliers and only limited
number of footwear suppliers will have formal approval notification issued to
product material supplier for such recognition. Such footwear manufacturers are

only allowed to purchase the required production materials from its suppliers as
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shown in such approved internal list. The Directors understand that under the
recognition process, footwear suppliers will usually assess the production materials

suppliers mainly on the following areas:

1. production capacity and quality management;

2. capability for improving product quality and modifying the product to adapt

the brand’s requirements and product development of footwear suppliers;

3.  control of chemical materials;

4. capability for solving technical problems arising from the application of

adhesive; and

5. satisfaction of after-sale technical services and performance of production

efficiency.

In assessing the production materials suppliers, the footwear suppliers will
directly conduct on-site assessment, inspection and testing of the adhesives and
related products of the Group. Furthermore, the footwear suppliers may visit the
production materials suppliers from time to time for ensuring the continuous

fulfillment of the requirements mentioned above.

Although the recognition is not subject to any conditions or periodic renewal,
the Group has closely cooperated with both the footwear suppliers and their
manufacturers for the future development of footwear products. As at the Latest
Practicable Date, the Group has not experienced any termination by the footwear
suppliers in relation to the recognition of the Group as the approved production

materials suppliers.

In order to become a recognized and approved adhesives supplier for other
footwear suppliers as well as footwear manufacturers, the Group will continue to
actively promote its products to other footwear suppliers, which in turn is expected

to expand the Group’s customers base.
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Promotion of Vulcanized Shoes Adhesive Related Products

Since the production of vulcanized shoes involves an additional vulcanization
process, which is a chemical process for converting rubber into more durable
materials via the addition of sulfur, the production process of vulcanized shoes is
thus different from that of traditional shoes. This leads to the need for different
requirements of adhesives and related products. Based on the past communication
with the Group’s footwear manufacturer customers, the Directors understand that
the current adhesive market for the production of vulcanized shoes has the following
characteristics:

. the results of the application of the traditional adhesive products on the
production of vulcanized shoes is not satisfactory since the chemical structure
and viscosity of traditional adhesive will be changed during the vulcanization
process;

. current adhesive related products applied on the production of vulcanized
shoes are solvent-based and mainly produced by the vulcanized shoes
manufacturers themselves;

. such solvent-based adhesive applied on the production of vulcanized shoes and
produced by the footwear manufacturers themselves contain organic solvent
with high VOCs, which is not environmental friendly and may not be an
approved raw material in view of the consideration of environmental
protection by certain footwear suppliers;

. in view of the fast development in style and shoes materials of vulcanized
shoes, the adhesive produced by footwear manufacturers themselves may not
be able to cope with the changing development of vulcanized shoes; and

. since there is no specific adhesive for the production of vulcanized shoes, it is
difficult for the footwear manufacturers and suppliers to standardise the
quality.

Having considered that (i) the Vulcanized Shoes Adhesive Related Products are
water-based with environmental friendly characteristic; (ii) the Vulcanized Shoes
Adhesive Related Products can assist vulcanized shoes manufacturers in solving
technical problem regarding the application of adhesive during production; and (iii)
certain vulcanized shoes suppliers have passed the assessment of the quality of the
Vulcanized Shoes Adhesive Related Products and taking also into account the fact
the Group commenced its commercial sale of Vulcanized Shoes Adhesive Related
Products in October 2009, the Directors believe that the Vulcanized Shoes Adhesive
Related Products can capture the market demand in the vulcanization adhesive
industry and will provide the Group with an entire coverage of adhesive industry and
will be adopted by vulcanized shoe manufacturers for replacing those adhesive
currently produced by themselves on the production of vulcanized shoes.
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Having considered the above factors, the Directors are of the view that the
Vulcanized Shoes Adhesive Related Products and the Traditional Adhesive Related
Products serve two different market segments and do not compete with each other

in a material respect.

In September 2009, the Group applied to the State Intellectual Property Office
of the PRC (th# A It % N3 7 HEJ=)) for a patent of innovation in relation
to the Group’s self-developed Vulcanized Shoes Adhesive Related Products. In view
of the potential of the vulcanized shoes market, the Group will continue to promote
Vulcanized Shoes Adhesive Related Products to footwear suppliers with vulcanized

shoes products.

Expansion of domestic market in the PRC

Since the establishment of the Group, the Group has been principally selling to
the footwear manufacturers in the PRC, whose footwear products were mainly sold
to the footwear suppliers and exported to other countries. In view of the fast growing
domestic footwear industry in the PRC, which leads to the diversification of
footwear materials and increase in customers’ expectation in product quality and
technical services provided by supplier, the Group plans to expand its business in the
domestic market by expanding the current distribution network in the PRC by
promoting its products to the domestic footwear manufacturers for domestic sale in
the PRC.

Expansion of production facilities

Reasons for the expansion

In order to expand its production capacity, the Group has planned to construct
new production facilities in the PRC, Vietnam and Bangladesh. Details of the
planned expansion of production facilities are set out in the paragraph headed
“Production facilities” in this section. Moreover, the expansion of the Group’s
production capacity is subject to the utilisation rate of the production capacity in
view of the demand for the Group’s products. The Group may continue to expand
or retard the expansion of the production facilities as and when appropriate. The
following shows the planned increase in annual production capacity under the

Group’s expansion plan.
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Annual production capacity/planned annual production capacity® of the Group

Upon
Upon commencement
commencement of the New
of the new  Upon commencement of the Vietnam
production  Nansha Production Plant in Production
As at plant in Nansha, the PRC® Plant in
the Latest ~ Bangladesh Phase 2 in  Vietnam® in
Practicable in October Phase 1 in September September
Date” 2010 March 2011 2011 2011
Production Production Production Production Production
capacity capacity capacity capacity capacity
tonnes tonnes tonnes tonnes tonnes
Adhesive
— Traditional 14,050 15,750 16,742 16,742 18,100
— Vulcanized shoes 560 760 4,600 9,000 9,280
14,610 16,510 21,342 25,742 27,380
Primer
- Traditional 8,879 9,059 8,861 8,861 7,850
— Vulcanized shoes 490 510 370 670 800
9,369 9,569 9,231 9,531 8,650
TOTAL 23,979 26,079 30,573 35,273 36,030
Notes:

The calculation of the Group’s production capacity as at the Latest Practicable Date is the annualised
production capacity of the Group for the four months ended 31 January 2010 as set out in the paragraph
headed “Production facilities — current production facilities” in this section (taking into account the 0.5
month suspension of operation for annual maintenance of the Zhuhai Production Plant).

The planned production capacity refers to the expected production capacity to be provided by the
expanded production facilities of the Group in the PRC, Vietnam and Bangladesh, details of which are
set out in the paragraph headed “Production facilities — Expanded production facilities” in this section.

Upon commencement of the operation of the Nansha Production Plant, the Zhuhai Production Plant and
the Zhongshan Production Plant will cease their operation. As such, the annual production capacity of
each of the Zhuhai Production Plant and the Zhongshan Production Plant is excluded.

Upon commencement of the operation of the New Vietnam Production Plant, the Existing Vietnam
Production Plant will cease its annual operation. As such, the production capacity of the Existing
Vietnam Production Plant is excluded.

Details of the production capacity of the Group during the Track Record Period
are set out in the paragraph headed “Current production facilities” in this section.

Although the utilisation rate of the production plant in Zhuhai, the PRC
reached approximately 80% for the year ended 30 September 2009, the production
capacity of the production plant in Zhuhai was almost fully utilised in June and July
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for 2008 and 2009. Details of the Group’s production capacity are set out in the
paragraph headed “Production facilities” under this section. The Directors attribute
such peak utilisation of production capacity was mainly due to the excessive
purchases of production materials from footwear manufacturers for higher
production output in anticipation of the PRC’s National Day Holidays in October
which may lead to the reduction of productivity. Disregarding the effect from
financial turmoil in the second half of 2008, the second half of 2009 is relatively the
peak season of the Group and the Group recorded its comparatively higher turnover
from October to December. Having considered that the Zhuhai Production Plant is
the principal base for the production of adhesives and primers and provides
semi-finished products for the processing of other production plants, in order to
cope with the market demand under the expected industry growth as mentioned in
the section headed “Industry overview” in this prospectus and the Group’s
expansion plan, the Directors are of the view that the expansion of production
capacity of the Group is required.

Having considered that (i) the penetration of the Vulcanized Shoes Adhesive
Related Products since their commercial sale in October 2009; (ii) the business
expansion of the Group’s PRC distributor, being one the top five customers of the
Group during the Track Record Period, in other cities of the PRC in 2010; (iii) the
approval of the Group by a footwear supplier as one of the approved material
suppliers, which may lead to expansion of the Group’s customers base and product
demand in 2010; (iv) the Group’s expansion of the market in Bangladesh in 2010;
and (v) the expected growth of the adhesive industry in the PRC in 2010 and 2011,
the Directors believe that the demand for the Group’s products is expected to
increase in the future and the Directors estimate that the planned expansion of
production capacity for adhesive will be fully utilised in mid 2012, which is the peak
season of the Group.

Basis and analysis for the expansion

The Directors consider that the above expansion plan by increasing the existing
annual production capacity of approximately 24,000 tonnes of adhesives and
primers per year to approximately 36,000 tonnes of adhesives and primers per year
is in line with the industry growth and the business plan in the PRC, Vietnam and
Bangladesh having considered that the following factors which may increase the
demand of the Group’s products and substantiate the expanded production capacity:

1.  Expected increase in business opportunities for the Vulcanized Shoes Adhesive
Related Products, details of such business opportunities are set out in the
paragraph headed ‘“Promotion of Vulcanized Shoes Adhesive Related
Products” in this section above;

2. Leveraging on the relationship with its existing customers with a view to
increasing its market share in the PRC and Vietnam;
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3. Further to the Group’s focusing on the provision of adhesive related products
to footwear manufacturers on export basis in the PRC, the Group entered into
a distribution agreement with a PRC distributor, being one of five largest
customers of the Group during the Track Record Period for the exploration of
the domestic footwear adhesive market in the PRC. Sale to this PRC distributor
amounted to approximately HK$13.87 million, HK$25.86 million, HK$19.66
million and HK$5.88 million for each of the three years ended 30 September
2009 and the four months ended 31 January 2010 respectively. Having
considered that this PRC distributor (i) has its existing business operation and
sales network mainly in Chengdu, Sichuan Province, the PRC; and (ii) plan to
expand its business network to other cities in the PRC, including Qingdao,
Shandong Province, the PRC, the expansion of the business network of this
PRC distributor is expected to lead to an increase in demand for the Group’s
Traditional Adhesive Related Products and may also lead to an additional
income of the Group for the sale of Vulcanized Shoes Adhesive Related
Products. Details of the distribution agreement are set out in the paragraph
headed “Customers” in this section;

4.  Expected growth of the footwear industry in Vietnam based on the historical
performance of footwear industry may lead to the increase in demand for
footwear adhesive. Relevant industry information of Vietnam is set out in the
section headed “Industry overview” in this prospectus; and

5. Establishing its presence in the footwear adhesive industry in Bangladesh,
being a new market to the Group where certain of the major customers of the
Group will establish their production plants and commence their production of
footwear (relevant industry information of Bangladesh is set out in the section
headed “Industry overview” in this prospectus).

According to the Adhesive Industry Report, the industry growth of the
footwear adhesive industry is estimated to be approximately 5% and 8% in 2010 and
2011 respectively. Notwithstanding such estimated industry growth, the Group has
focused on its expansion plan to increase its market share in footwear adhesive
market and promotion of Vulcanized Shoes Adhesive Related Products. Details of
the Group’s plan to increase its market share in the PRC is set out in the paragraph
headed “Increase in market share” below. It is the Group’s future plans that the
majority of increase in production capacity of the Group is catering for the market
demand for Vulcanized Shoes Adhesive Related Products. Although the sale of
Vulcanized Shoes Adhesive Related Products only amounted to approximately
HK$6.1 million (unaudited) and the sales volume was only approximately 160
tonnes for the eight months ended 31 May 2010, the Directors are of the view that
the expansion of the production capacity for capturing the demand for Vulcanized
Shoes Adhesive Related Products is reasonable having considered the characteristics
of the adhesives for vulcanized shoes manufacturing market as set out in the
paragraph headed “Strategies and future plans — Promotion of Vulcanized Shoes
Adhesive Related Products” above.
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In order to ensure the Group’s ability to source purchase orders from customers
in line with the expansion of production capacity, the Group has been approaching
new footwear manufacturers for promoting the Group’s products and has been
providing marketing assistance to its PRC distributor for exploring the PRC market.
Furthermore, the Group has employed new marketing staff and has provided them
with training for strengthening the Group’s marketing and technical service ability.

The expansion plan of the Group will be effected by relocation of the existing
production plants of the Group in the PRC and Vietnam — the Group is expected to
incur the following expenses in connection with the relocation: the cost of
relocation, a possible loss of deposit of RMB500,000 (equivalent to approximately
HK$568,000) in respect of the Zhongshan Production Plant, rental payment for the
remaining term of the tenancy agreement for the Existing Vietnam Production Plant,
a potential write off of immovable assets of approximately HK$70,000, based on net
book values at 31 January 2010, and estimated severance payment of approximately
HK$204,000, details of which has been set out in the paragraph headed “Production

facilities — Relocation of existing production plants” under this section.

Expansion progress

In relation to the establishment of the Nansha Production Plant, the Group won
the bid in January 2010 for a parcel of land situated in Nansha, Guangdong, the
PRC, where the Nansha Production Plant will be constructed. Meanwhile, the
Guangzhou Nansha Development Zone Environmental Protection Bureau has
approved the relevant environmental assessment report in relation to the selection of
location of the Nansha Production Plant to be constructed. As at the Latest
Practicable Date, the Group has applied for the land use rights certificate in respect
of the parcel of land and the construction planning permit. In addition, the Group has
also signed various contracts for the design and proposed construction of the Nansha
Production Plant. With reference to the current status in the establishment of the
Nansha Production Plant, to the best of the Directors’ knowledge and understanding,
all necessary approvals for the operation of the Nansha Production Plant are
expected to be obtained by December 2010. The first phase of the Nansha

Production Plant is expected to commence operation in March 2011.

In relation to the establishment of the New Vietnam Production Plant, the
Group entered into a sublease agreement in March 2008 for renting a parcel of land.
As at the Latest Practicable Date, relevant application of approval for the
construction of the New Vietnam Production Plant had not been submitted to
relevant government authority. The Group will comply with relevant applicable
Vietnam laws and regulations and obtain requisite permits and license prior to the
commencement of construction and operation of the New Vietnam Production Plant.
It is expected that the construction of the New Vietnam Production Plant will

commence in September 2010 and the operation will commence in September 2011.
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In relation to the establishment of production plant in Bangladesh, the Group
entered into a lease agreement in July 2009 for renting a parcel of land in
Bangladesh. As at the Latest Practicable Date, relevant approval for construction of
the production plant had been obtained by the Group and the Group has appointed
a contractor for the construction work. The commencement of such production plant
is expected to be in October 2010. The Group will comply with relevant applicable
Bangladesh laws and regulations and obtain requisite permits and license prior to the

commencement of operation in Bangladesh.

In order to monitor and supervise the expansion plans, the Group has formed
a committee. As an on-going supervision by the senior management of the Group,
the committee will review the progress of the expansion plans and discuss with the
senior management on a monthly basis in order to monitor the expansion plan of the
Group. The senior management will report to the committee on a weekly basis for
the progress of the expansion plan. In case there are any matters which may hinder
the execution of the expansion plan, an ad-hoc meeting among such senior
management and committee will be held for identifying the issues and seeking for
solution. For ensuring the compliance of relevant rules and regulations for the
establishment of new production plants, the Group will seek appropriate

professional advice and assistance in this regard.

The expansion plan of the Group’s production facilities is subject to the market
demand of the Group’s products and its utilisation rate. Should the Group scale
down its expansion plan and/or should there be any material changes in the
expansion plan, the Company will make an announcement pursuant to Chapter 13 of
the Listing Rules, and the unutilised net proceeds from the Share Offer originally
planned for the expansion of production facilities will be applied towards the
expansion of the Group’s marketing, technical services assistance, research and
development capability. Furthermore, the Company will update the progress of its

expansion plan in its interim and annual reports after the Listing.

As at the Latest Practicable Date, certain customers of the Group had indicated
their projected purchase orders of approximately HK$18.6 million (equivalent to
approximately 466 tonnes) for the Vulcanized Shoes Adhesive Related Products for
the year ending 30 September 2010, representing approximately 44.4% to the
Group’s planned production capacity of Vulcanized Shoes Adhesive Related
Products for the year ending 30 September 2010.
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. Increase in market share

In order to capture the adhesive industry growth and increase the Group’s
market share in the adhesive market, the Group has planned to expand its production
capacity and capability by establishing new production plants in the PRC, Vietnam
and Bangladesh. Based on the sales volume of the Group and the consumption of
footwear adhesive in the PRC in 2008, the Group’s market share of the adhesive
market in the PRC was approximately 4.6% and 5.6% for the year 2007 and 2008
respectively. Having considered that (i) the PRC distributor, being one of the top
five customers of the Group during the Track Record Period, plans to expand its
business network to other cities in the PRC; (ii) the introduction of Vulcanized
Shoes Adhesive Related Products to extend the Group’s product range to cover the
adhesive industry to the vulcanized shoes market, being a new market segment to the
Group; (iii) the recognition of the Group as an approved production material
supplier by a new footwear supplier, which is one of the largest global footwear
suppliers, in December 2009; and (iv) the expected recognition of the Group by
another new footwear supplier, which is also one of the largest global footwear
suppliers, as an approved production materials supplier in 2010, the sales of the
Group’s adhesive related products and the Group’s market share are expected to
increase. In such regard, the expansion of the production capacity and capability of

the Group is in line with the expected increase in sales orders in the future.

Therefore, the Directors are of the view that the above factors may lead to the
increase in demand for the Group’s products and the expansion plan of the Group by
enhancing the production capacity in each of the PRC, Vietnam and Bangladesh can
capture this business opportunity and result in business growth.

PRODUCTS

The Group sells adhesives, primers and hardeners, which the Directors understand are key
production materials for application on different stages during the process of footwear
manufacturing. Adhesives are used for bonding all parts of footwear including outsoles, insoles
and uppers. Primers are used in the pretreatment of footwear components including outsoles,
insoles and uppers prior to the application of adhesives. Hardeners, being a curing agent, is

used by mixing with adhesive for controlling or promoting the curing action of adhesive.

Most adhesives and primers sold by the Group are manufactured by the Group and
marketed under the Group’s own brand “Zhong Bu” while hardener products are sold under the
distribution arrangement as described in the sub-paragraph headed “Hardener products” under

the paragraph headed “Suppliers” in this section below.
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The following shows the classification of the products:

Product type: Major component Application

Adhesive:

Grafted CR adhesive Synthetic rubber Bonding of leather, canvas,
copolymer EVA, rubber and TRP

Polychloroprene adhesive Synthetic rubber Bonding of wrapping, sock

lining, wood

PU adhesive Polyurethane resin Bonding PVC, PU, leather,
rubber, EVA, nylon sole
etc.

Toluene-free PU adhesive Polyurethane resin Bonding leather, PVC, PU,

rubber and EVA

Water-based adhesive Polyurethane resin Bonding EVA, PU, rubber and
leather, synthetic leather,
PVC, nylon upper

Water-based leather adhesive Polyurethane resin For leather and 1st time
adhesive
Water-based waterproof Synthetic rubber For inner lining waterproof
adhesive 2nd time adhesive
Water-based CR adhesive Synthetic rubber Bonding wrapping, sock

lining, wood

Water-based spray adhesive Synthetic rubber Bonding the lamination of

shoes upper

Primer:

Synthetic leather primer Synthetic rubber Treat synthetic leather

PVC primer Synthetic rubber Treat soft PVC, synthetic
leather and plastics

Rubber primer Synthetic rubber Treat vulcanized rubber, TPR

TPR primer Synthetic rubber Treat TPR and TR sole
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Product type:
EVA primer

Oil leather primer

Molded EVA primer

Toluene-free PU primer

Toluene-free leather primer

Toluene-free oil leather primer

Toluene free nylon primer

Toluene-free EVA primer

Toluene-free molded EVA

primer

Toluene-free UV primer

Water-based primer for rubber

Water-based primer for
molded EVA

Hardener:

Hardener for water-based
spray adhesive

Major component

Synthetic resin

Synthetic resin

Synthetic resin

Synthetic resin

Synthetic resin

Synthetic resin

Special formula

Synthetic resin

Synthetic resin

Synthetic resin

Polyurethane resin

Synthetic resin

Inorganic salt
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Application

Treat EVA or polyolefin

Treat Oily leather with
high-oil-content

Treat molded EVA without
ruffened

Treat PU, synthetic leather

Treat leather

Treat oil leather with

high-oil-content

Treat nylon sole, cloth,
hytrel etc.

Treat EVA, polyolefin

Treat molded EVA without
ruffened

Treat molded EVA, injection
EVA

Treat vulcanized rubber, TPR

Treat EVA, molded EVA

Controlling curing action of
adhesive
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PRODUCTION FLOW

The production of the Group’s adhesives and primers involve the following principal
steps:

Customisation of specific
adhesive/primer

Product development

Testing

Trial production

Procurement

Preparation of
raw materials

For adhesive For primer
Chemical reaction process Dispersion
Dispersion
Packaging and delivery

Customization of specific adhesive/primer

Since the types of adhesive and/or primer to be applied on different footwear materials
may vary, the Group’s production process starts with the discussions between the Group’s
footwear manufacturer customers and the marketing and technical services team of the Group
for exploring and developing a customized and specific adhesive and/or primer for the
footwear products of customers before production. The marketing and technical services team
will gather the information of the footwear products including type of materials used and

production method, and specific requirements from the footwear manufacturer customers.
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Product development

The information gathered by the marketing and technical services team will be passed to
the research and development team of the Group. Based on such information and specific
requirements on the adhesive and/or primer by the customers, the research and development
team will commence the product development process by formulating the composition and
proportion of raw materials for the adhesive and/or primer production.

Testing

Once a formula for a specific adhesive and/or primer is developed, the research and
development team will produce the requisite adhesive and/or primer sample by using its
in-house equipment and facilities, and the products will then be tested in various specifications
including viscosity, colour and the level of VOCs. Since the release of VOCs may cause health
concern to workers and may pollute the environment, it is one of the major measurement on
whether the chemical products are environmental-friendly.

Trial production

Once the requisite adhesive and/or primer is customised and passed the test held by the
research and development team of the Group, the product sample will be delivered to the
footwear manufacturer customers for trial production. The footwear manufacturer customers
will place purchase orders to the Group if the trial production is successful.

Procurement

The customers’ purchase orders will be centrally managed by the procurement department
for assessing the sufficiency of production capacity and raw materials required. The
consolidated orders prepared by the procurement department will then be passed to the

production department for planning the production schedule.

Preparation of raw materials

Raw materials of the Group’s products comprise T fi§ (methyl ethyl ketone), Pl
(acetone) [ifk 2 g (ethylacetate), 4 i fitfig (synthetic resin) and 5% 5TH: (polyester
polyol). The production department will procure the required raw materials from the suppliers.
The quality of the raw materials will be inspected by the quality control department before
usage in production.

Chemical reaction process

The production of primer does not involve chemical reaction and the chemical reaction
process is only applicable to the production of adhesive. The production department will
transvase the raw materials into the reactor for polymerization process. To ensure the
accomplishment of the reaction process and the quality of the products, the production
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department will perform a testing and inspection on the production and the reaction process.
The semi-finished products are produced from the reactor after chemical reaction. The quality
assurance process for the semi-finished products will be performed by the quality assurance
team in order to ensure the quality of the semi-finished products.

Dispersion

Adhesive

The semi-finished products of adhesive will be transferred to the dispersion machine.
Dispersion machine is a container that is dispersing the particles of the semi-finished products
to different composition or state. The main objectives of the dispersion are to adjust the state
of the products for meeting the specific request and enhancing the quality of the products. The
testing and inspection processes will be performed by the production department itself to
ensure the quality of the finished products.

Primer

As no chemical reaction process is required for the production of primer, the raw
materials for the production of primer will be put into the dispersion machine and mixing the
raw materials into the required primer products. To ensure the accomplishment and the quality
of the primer products, the production department will perform a testing and inspection during
and after the production.

Packaging and delivery

Upon completion of the dispersion process, the finished products which satisfy the testing
and inspection processes will be filled into the packing can directly from the dispersion
machine. The finished products will then be transferred to the warehouse pending delivery to
the customers.

PRODUCTION FACILITIES

The Group currently has three production facilities. They are located in (i) Zhuhai Special
Economic Zone, the PRC; (ii) Zhongshan, Guangdong, the PRC; and (iii) Thuan An District,
Binh Duong Province, Vietnam respectively. There were 208 staff working in the production
facilities of the Group as at the Latest Practicable Date. In addition to the existing production
facilities and with a view to expanding its production capacity, the Group has (i) entered into
a lease agreement with an Independent Third Party for leasing a parcel of land for the
establishment of its first production plant in Bangladesh; (ii) entered into a sub-lease
agreement with an Independent Third Party for leasing a parcel of land for the establishment
of a new production plant in Vietnam (i.e. the New Vietnam Production Plant); and (iii) applied
to the government of Guangdong province, the PRC for establishing a production plant in
Nansha, Guangdong, the PRC (i.e. the Nansha Production Plant).
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Current production facilities

The annual production capacity and utilisation rate of each of the existing production
plants of the Group during the Track Record Period are shown as follows:

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2010

Product Production  Utilisation Production Utilisation Production Utilisation Production Utilisation

type capacity? rate  capacity” rate  capacity” rate  capacity® rate

tonnes % tonnes % tonnes % tonnes %

Zhongshan Production Adhesives 3,041 99 3,041 92 3,041 93 1,014 81

Plant Primers 2,281 42 2,281 38 2,281 40 760 37

Zhuhai Adhesives 4,807 87 6,705 100 8,526 100 2,966 92

Production Plant Primers 1,457 1079 2,610 7 4,807 45 1,672 42
Existing Vietnam Adhesives 3,041 76 3,041 104® 3,041 94 1,014 124®

Production Plant Primers 2,281 27 2,281 42 2,281 44 760 59

Notes:

(I)  As regards the production capacity of the Zhongshan Production Plant and the Existing Vietnam
Production Plant for the three years ended 30 September 2009, the annual production capacity is
calculated based on 16 working hours per day, 22 working days per month, and operation for 12 months
per year. As regards the production capacity of the Zhuhai Production Plant for the three years ended
30 September 2009, the annual production capacity is calculated based on 16 working hours per day, 22
working days per month, and operation for 11.5 months per year (with 0.5 month suspension for annual
maintenance).

(2)  As regards the production capacity of the Zhongshan Production Plant and the Existing Vietnam
Production Plant for the four months ended 31 January 2010, the production capacity is calculated based
on 16 working hours per day, 22 working days per month, and operation for such four months. As
regards the production capacity of the Zhuhai Production Plant for the four months ended 31 January
2010, the production capacity is calculated based on 16 working hours per day and 22 working days per
month, taking into account the additional production equipment purchased by the Group.

(3)  Utilisation rate over 100% represented over-time operation of the production plant.

The PRC

Production plant located at Chemical Industry Specialized Area, Harbour Industrial
Zone, Zhuhai, the PRC (being the Zhuhai Production Plant): It is principally engaged in the
production of adhesives and primers. It also provides semi-finished products to the Zhongshan
Production Plant and the Existing Vietnam Production Plant for further processing. As at the
Latest Practicable Date, it had 6 chemical reactors and 7 dispersion machines with annual
production capacity of 8,526 tonnes of adhesives and 4,807 tonnes of primers. For each of the
three financial years ended 30 September 2009 and the four months ended 31 January 2010, the
utilisation rate of production of adhesives of the Zhuhai Production Plant reached
approximately 87%, 100%, 100% and 92% while the utilisation rate of production of primers
of the Zhuhai Production Plant reached approximately 107%, 77%, 45% and 42% respectively.
Such decrease in utilisation rate was mainly due to the decrease in purchase orders from
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customers rising to the economic downturn since second half of 2008. This production plant
was built on a parcel of land owned by the Group with a total gross floor area of approximately
33,333.6 square metres. This production plant has an office building, two warehouses and a
workshop. As at the Latest Practicable Date, this production plant had 128 staff.

Production plant located at Xinfeng Industrial Zone, Huangpu Town, Zhongshan,
Guangdong, the PRC (being the Zhongshan Production Plant): It is engaged in the processing
of semi-finished product to finished product of adhesive and primer products supplied by the
Zhuhai Production Plant. As at the Latest Practicable Date, it had 3 dispersion machines with
annual production capacity of processing of 3,041 tonnes and 2,281 tonnes of finished products
of adhesive and primer respectively. For each of three financial years ended 30 September 2009
and the four months ended 31 January 2010, the utilisation rate of production of adhesives of
the Zhongshan Production Plant reached approximately 99%, 92%, 93% and 81% while the
utilisation rate of production of primers of Zhongshan Production Plant reached approximately
42%, 38%, 40% and 37% respectively. Such decrease in utilisation rate was mainly due to the
switch of sales orders from other plants of the Group to the Zhuhai Production Plant. This
production plant with total gross floor area of approximately 1,958.7 square metres was built
on a parcel of land leased by the Group under a tenancy agreement and a term expiring in 2016.
This production plant has an office building, two warehouses and a workshop for production.
As at the Latest Practicable Date, this production plant had 24 staff.

Vietnam

Production plant located at Road No. 2, Dong An Industrial Park, Thuan An District,
Binh Duong Province, Vietnam (being the Existing Vietnam Production Plant): It is mainly
engaged in the processing of the products of ISH and all the processed products will be
delivered on behalf of ISH to the customers in Vietnam for their manufacturing of exported
products. As at the Latest Practicable Date, it had 3 dispersion machines with annual
production capacity of processing of 3,041 tonnes and 2,281 tonnes of finished products of
adhesive and primer. For each of the three financial years ended 30 September 2009 and the
four months ended 31 January 2010, the utilisation rate of production of adhesives of the
Existing Vietnam Production Plant reached 76%, 104%, 94% and 124% while the utilisation
rate of production of primers of the Existing Vietnam Production Plant reached 27%, 42%, 44%
and 59% respectively. This production plant with total gross floor area of approximately 2,250
square metres and is leased by the Group under a tenancy agreement for a term of 5 years
expiring in May 2010. On 20 January 2010, the tenancy agreement was renewed for a term of
one year expiring on 1 June 2011 with a first right exercisable by the Group to extend the
tenancy for an additional term of one year. This production plant comprises a processing
workshop and a dormitory. As at the Latest Practicable Date, this production plant had 56 staff.

Subject to the completion of the establishment and commencement of operation of the
New Vietnam Production Plant in September 2011, the Group will relocate the operation and
production of the Existing Vietnam Production Plant to the New Vietnam Production Plant.
Therefore, the Directors consider that there is no material adverse effect to the production of
the Group in Vietnam should the tenancy agreement is not renewed upon expiry.
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Vietnam Centresin is engaged in the processing of the products from another member of
the Group and receives a processing fee therefrom and does not sell products directly to
customers of the Group. For each of the three years ended 30 September 2009 and the four
months ended 31 January 2010, Vietnam Centresin has received processing fee from other
members of the Group in the sum of approximately VNDI17.1 billion, VND10.7 billion,
VND12.9 billion and VNP 6.9 billion (equivalent to approximately HK$8.3 million, HK$5.1
million, HK$5.8 million and HK$2.9 million respectively). As at 31 December 2009, the total
asset of Vietnam Centresin, excluding the assets attributable to the establishment of the new
production plant in Vietnam, amounted to approximately HK$0.2 million, representing
approximately 0.54% of the total asset of the Group.

Expanded production facilities

The following table shows the estimated capital investment amount, the expected date of
commencement of operation and the planned annual production capacity of Traditional
Adhesive Related Products and Vulcanized Shoes Adhesive Related Products of the expanded
production facilities of the Group.

Capital investment Planned production capacity
Adhesive Primer
Vulcanized Vulcanized
Net Expected  Traditional Shoes  Traditional Shoes
proceeds commencement  Adhesive ~ Adhesive  Adhesive  Adhesive
from  Banking  Internal of Related Related Related Related

Share Offer ~ facilities  resources Total ~ operation ~ Products  Products  Products  Products
HES HKS HK$ HKS

million— million— million  million Date fonnes tonnes fonnes fonnes

Chittagong District,

Bangladesh 5.5 N/A N/A 5.5 Oct-10 1,700 200 180 2
Phase 1, Nansha,

Guangdong,

the PRC % 4 12 40 Mar-11 12,000 4,400 6,400 350
Phase 2, Nansha,

Guangdong,

the PRC 11 N/A N/A 11 Sep-11 0 4,400 0 300
Tan Uyen District, Binh

Duong Province, Vietnam 55 NA 23 18 Dec-11 4400 280 1,270 130
TOTAL 46 4 143 04.3 18,100 9,280 7850 800

Upon the commencement of the operation of the expanded production plant in Nansha,
the PRC and Vietnam, the existing production plants in the PRC and Vietnam will cease their

operation respectively.
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Should the existing production plants in Zhuhai and Zhongshan, the PRC and Vietnam
cease their operation upon commencement of operation of the new production plants in
Nansha, the PRC and Vietnam, the annual production capacity of the Group is expected to be
approximately 25,950 tonnes of Traditional Adhesive Related Products and 10,080 tonnes of
Vulcanized Shoes Adhesive Related Products.

After taking into consideration the cash and cash equivalent of the Group and the
unutilised banking facilities of the Group as at the Latest Practicable Date, and the Group’s
ability to repay bank borrowing in view of its positive cashflow generated from operating
activities during the Track Record Period, the Directors are of the view that the Group has
sufficient working capital in supporting its expansion plan.

Bangladesh

On 27 July 2009, the Group entered into a lease agreement with Bangladesh Export
Processing Zones Authority (“BEPZA”), an Independent Third Party, for renting a parcel of
land located at Karnaphuli Export Processing Zone Area, Chittagong District, Bangladesh with
a term of 30 years for establishing the Group’s first production plant in Bangladesh.
Construction of the production plant has commenced in April 2010. This production plant, to
be operated by Bangladesh Centresin and principally engaged in the production of adhesive
and primer, is expected to commence its operation and production in October 2010 with
planned annual production capacity of approximately 1,880 tonnes of Traditional Adhesive
Related Products and approximately 220 tonnes of Vulcanized Shoes Adhesive Related
Products respectively in the first operation year. The planned capital expenditure is
approximately HK$5.5 million, which is expected to be financed by the net proceeds from the
Share Offer. On 24 January 2010, Bangladesh Centresin has obtained permission from the
Bangladesh Export Processing Zones Authority for setting up its operation in Bangladesh. As
at the Latest Practicable Date, Bangladesh Centresin has appointed a contractor for
construction work for the production plant. The Group will comply with the relevant applicable
Bangladesh laws and regulation as referred to the paragraph headed “Bangladesh” under the
section headed “Regulatory overview” in this prospectus, and obtain the requisite permits and
license prior to commencement of its operation in Bangladesh.

As advised by the Company’s Bangladesh legal adviser, since Bangladesh Centresin has
not commenced any commercial operation in Bangladesh, only “Trade License” is required and
Bangladesh Centresin has obtained a Trade License already. VAT registration would be
required once Bangladesh Centresin starts its commercial operation. Depending on the
commercial operation to be commenced in Bangladesh, if Bangladesh Centresin wishes to
avails itself repatriation of funds and investment incentives, Bangladesh Centresin is required
to register with the Board of Investment for obtaining an “investment certificate”. The
requirement for obtaining an investment certificate is not mandatory. An investment certificate
can be obtained from the Board of Investment after the investment project is reviewed by them.
Information of the investment project name, the type of project, the address of the plant and
investment amount will be stated on the investment certificate. However, there is no limitation
or stipulation as to the required investment, type of business (if it is a service/product industry)
or whereabouts of the project. Since Bangladesh Centresin has obtained permission from the
BEPZA for setting up its operation, Bangladesh Centresin is now exempted from registration
with the Board of Investment.
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The Company’s legal adviser as to Bangladesh laws further advised that if Bangladesh
Centresin erects buildings or structures on land which it has rented in Bangladesh, Bangladesh
Centresin will obtain ownership over such buildings or structures subject to the provisions of
the relevant land lease agreement and the BEPZA Act, 1980. Expiration, cancellation,
suspension or revocation of investment licenses or Trade License would not affect Bangladesh
Centresin’s ownership over such buildings or structures. According to the legal opinion issued
by the Company’s legal adviser as to Bangladesh laws, the lease agreement entered into
between the Group and BEPZA is valid, subsisting, binding and enforceable under the laws of
Bangladesh. In such regard, the Directors are not aware of circumstances which may lead to

a possible termination of such lease agreement which may lead to adverse impact to the Group.

According to the Company’s legal adviser as to Bangladesh laws, if the land lease
agreement entered into by Bangladesh Centresin and BEPZA expires or is terminated earlier,
while there is no mandatory sale provision in Bangladesh, the customary practice in
Bangladesh in relation to the buildings erected on the land is to have the buildings sold by way
of auction conducted by BEPZA. Proceeds from sale of such buildings, after deducting the
costs and expenses of the auction and settlement of any outstanding sums due to BEPZA, will
be paid over to Bangladesh Centresin. The present term of the lease with BEPZA is for 30
years, which is renewable for a further 30 years at the prevailing market rent and no other fee,
costs or premium are payable in the absence of any further agreement for such renewal.

Vietnam

The current production plant in Vietnam had been in operation for more than five years,
the revenue and profit are in the increasing trend, however, the expansion of the current
production capacity is restricted in view of its site area and the lease relating to the land on
which the Existing Vietnam Production Plant is constructed will expire in June 2011. Having
considered all these factors and in order to ensure the long term growth of the Group’s business
in Vietnam, the Group decided to establish a new plant, the capacity of which is expandable.

On 6 March 2008, the Group entered into a sublease agreement with an Independent Third
Party for renting a parcel of land located at D2-3 Dai Dang Industrial Zone, Tan Uyen District,
Binh Duong Province, Vietnam with an area of 5,000 square metres for a term of 50 years for
establishing the Group’s new production plant (the “New Vietnam Production Plant”) in
Vietnam. According to the Company’s legal adviser as to Vietnam laws, Vietnam Centresin will
obtain ownership over the buildings to be erected on such parcel of land during the term of the
sublease period under the sublease agreement, during which time Vietnam Centresin is entitled
to deal with the buildings such as sale or transfer. If such sublease agreement expires, Vietnam
Centresin’s ownership over such buildings will cease and will be surrendered to the respective
landlord or lessor if they indicate that the Vietnam Centresin needs not return the land on a
vacant condition. As advised by the Company’s legal adviser as to Vietnam laws, Vietnam
Centresin may take steps to transfer the ownership of the buildings together with the land use
right with respect to such parcel of land to a third party prior to the expiry of the relevant land
lease agreement or termination. According to Article 52 of the Investment Law of Vietnam, the
operational duration of a foreign project shall not exceed 50 years, and the lessor is a foreign
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invested company according to its investment certificate. Such sublease agreement between the
Vietnam Centresin and the lessor cannot be extended or renewed because the operational
duration of lessor’s investment certificate is 50 years (until 18 Oct 2055) and the duration may
not be extended due to the above regulation. Thus, the Company may not have the sublease
agreement extended or renewed as the lease between the lessor and the Vietnam government

also will expire.

The New Vietnam Production Plant will be principally engaged in the production of
adhesive and primer and is expected to commence its operation and production in December
2011 with planned annual production capacity of approximately 5,670 tonnes of Traditional
Adhesive Related Products and approximately 410 tones of Vulcanized Shoes Adhesive
Related Products primer respectively in the first operation year. Under such lease agreement,
approximately HK$2.3 million was paid by the Group for the cost of land. Although the land
use right of such parcel of land was obtained by the Group under the aforementioned sublease
agreement on 6 March 2008, the New Vietnam Production Plant is expected to commence
operation in September 2011. Such prolonged period is mainly due to the preferred priority for
the establishment of the Nansha Production Plant and the new production plant in Bangladesh
in view of the expected market demand in the PRC and Bangladesh and better allocation of
internal resources for ensuring the establishment of expanded production plants and relocation
of existing production in good order. As at the Latest Practicable Date, relevant application of
approval for the construction of the New Vietnam Production Plant had not been submitted to
relevant government authority. The Group will comply with relevant applicable Vietnam laws
and regulations and obtain requisite permits and license prior to the commencement of
construction and operation of New Vietnam Production Plant. The planned capital expenditure
is approximately HK$7.8 million, of which approximately HK$5.5 million will be financed by
the net proceeds from the Share Offer and the balance will be fully financed by the Group’s
internal resources.

The PRC

The Group, via Zhong Bu Centresin (GZ), on 8 January 2010 submitted a bid for a parcel
of land situated in Nansha, Guangdong, the PRC for a price of RMB13.67 million and the
Group won the bid on 28 January 2010. Such land is of approximately 34,172 square metres
and planned to be used by the Group for establishing its new production plant (the “Nansha
Production Plant”). Meanwhile, the Guangzhou Nansha Development Zone Environmental
Protection Bureau has approved the relevant environmental assessment report in relation to the
selection of location of the production plant proposed to be established by the Group. The
establishment of such production plant will be divided into two phases. First phase of the
production plant, with planned annual production capacity of approximately 18,400 tonnes of
Traditional Adhesive Related Products and 4,750 tonnes of Vulcanized Shoes Adhesive Related
Products, is expected to commence operation in March 2011. While the second phase of the
production plant, with planned annual production capacity of approximately 4,700 tonnes of
Vulcanized Shoes Adhesive Related Products, is expected to commence operation in September
2011. The establishment of the second phase will be subject to market demand of the Group’s
products as well as its utilisation rate. It is planned that such new production plant will be
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principally engaged in the production of adhesive and primer. The Company’s legal adviser as
to the PRC laws advised that Zhong Bu Centresin (GZ) was duly incorporated and the entering
into the sale and purchase agreement between Zhong Bu Centresin (GZ) and relevant authority
in the PRC is valid. In such regard, the Group will obtain all necessary permits and licence for
the construction of the buildings and all necessary government approvals before
commencement of the operation. As at the Latest Practicable Date, the Group has prepared
relevant documents for applying relevant approvals/permits including land use right certificate
in relation to the establishment of the Nansha Production Plant such as planning permit on land
for construction use and development land use approval. With reference to the current status
in the establishment of the Nansha Production Plant, to the Directors’ best knowledge and
understanding, all necessary approvals for the operation of Nansha Production Plant are
expected to be obtained by December 2010. As at the Latest Practicable Date, the Directors
were not aware of any legal impediment to the establishment of the Nansha Production Plant.

The planned annual production capacity of this production plant (two phases) is
approximately 27,850 tonnes of adhesive and primer. As at the Latest Practicable Date, the
Nansha Production Plant was still in the process of establishment, not all necessary
approvals/permits for the aforementioned development proposal have been obtained. The
planned capital expenditure for the construction of the Nansha Production Plant is estimated
to be approximately HK$51 million, which has been/is expected to be financed by short term
bank loan of approximately HK$4 million, the net proceeds from the Share Offer of
approximately HK$35 million and internal resources of approximately HK$12 million. As at
Latest Practicable Date, capital expenditure of approximately HK$16 million for the purchase
of land and other expenses of approximately HK$2.5 million was incurred by the Group in

relation to the establishment of the Nansha Production Plant.

Relevant risk in relation to failure to obtain necessary approval for the operation of
Nansha Production Plant is set out in the paragraph headed “The Group may anticipate
unexpected difficulties in achieving its expansion plans” under the section headed “Risk
factors” of this prospectus. Should the Group fail to obtain necessary approval from
government authority for the operation of Nansha Production Plant, the proceeds from Share
Offer amounted to approximately HK$37 million planned for the establishment of Nansha
Production Plant will then be re-allocated for the expansion of the production facilities in the
Zhuhai Production Plant.
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A breakdown of the estimated capital expenditure of the Group for the new plants is
shown as follows:

PRC Vietnam Bangladesh Total
HK$’000 HK$’000 HK$’000 HK$’000

Purchase of land 16,000 2,300 - 18,300
Land exploration 4,000 1,000 1,000 6,000
Construction of production

plants 15,000 2,000 2,000 19,000
Purchase of production

equipment 16,000 2,500 2,500 21,000
Total 51,000 7,800 5,500 64,300

Details of the expected cost due to relocation are set out in the sub-paragraph headed
“Relocation of existing production plants” under this section.

Relocation of existing production plants

After the Nansha Production Plant and the New Vietnam Production Plant have come into
full operation, which is expected to be in March 2011 and September 2011 respectively, the
operation of the Zhuhai Production Plant, the Zhongshan Production Plant and the Existing
Vietnam Production Plant will cease in September 2011, April 2011 and January 2012
respectively.

In the PRC

Upon commencement of the operation of the Nansha Production Plant, the Zhuhai
Production Plant and the Zhongshan Production Plant will cease their respective
operation and their production facilities will be relocated to the Nansha Production Plant.
It is estimated that it will take around two and a half month for the Group to complete
such relocation. The management estimates that such relocation is expected to cost
approximately RMBI1.1 million (equivalent to approximately HK$1.24 million) in
aggregate.

Upon completion of the construction of the Nansha Production Plant, the existing
moveable production facilities of the Zhuhai Production Plant and the Zhongshan
Production Plant, including reactors, dispersion machines and other machineries and
equipments, will be, subject to compliance with the applicable PRC Laws, transferred to
the Nansha Production Plant. As at 31 January 2010, such moveable productions facilities
of each of the Zhuhai Production Plant and the Zhongshan Production Plant amounted to
approximately HK$9 million and HK$0.8 million respectively, while the immoveable
production facilities and fixed assets (including lands and buildings) of each of the
Zhuhai Production Plant and the Zhongshan Production Plant amounted HK$14 million
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and HK$0.1 million respectively. Except for the land owned by the Group for the
operation of the Zhuhai Production Plant, the immoveable production facilities and fixed
assets of each of the Zhuhai Production Plant and the Zhongshan Production Plant will be
written off according to the applicable accounting policy of the Group when the closure
of the Zhuhai Production Plant and the Zhongshan Production Plant is fixed.

The Group has, in the construction plan of the Nansha Production Plant, provided
staff quarters to employees who agree to be relocated from the Zhuhai Production Plant
and/or the Zhongshan Production Plant to the Nansha Production Plant and as such, the
Group will continue to employ such employees. For those employees who do not agree
to be relocated to the Nansha Production Plant, the Group will negotiate with such
employees for the termination of their respective employment contracts with severance
payment in accordance with applicable regulations to the PRC labour law. Based on the
enquiry made by the senior management of the Group with its employees at the Zhuhai
Production Plant and the Zhongshan Production Plant and having considered that the
location of Nansha Production Plant is much more traffic convenient to most of the
employees, the Directors consider that most of the employees will accept the relocation
offer as described above. Based on the enquiry made by the Group, there were 16
employees who would refuse the relocation offer as at the Latest Practicable Date. Based
on the monthly salaries of such 16 employees and their respective service years in the
Group, it is estimated that a severance payment of approximately HK$204,000 will be
incurred in accordance with the Group’s severance policy and applicable PRC laws.

Having considered the proximity of the Nansha Production Plant to the Group’s
customers in the Pearl River Delta Region, the PRC, the relocation of the Zhuhai
Production Plant and the Zhongshan Production Plant to the Nansha Production Plant is
expected to reduce the delivery cost and time and enhance the efficiency of inventory
management of the Group. In addition, since the planned production capacity of the
Nansha Production Plant is sufficient to support the demand for the Group’s products, the
retaining of the Zhuhai Production Plant and the Zhongshan Production Plant may not be
necessary for production purpose. The Directors also consider that benefits of operating
the Nansha Production Plant only are two-fold — while the Group can more effectively
consolidate its human resources of the Zhuhai Production Plant and the Zhongshan
Production Plant, especially the senior management and marketing and technical services
team, the Group can reduce the overhead expenses in running two production facilities in
parallel.

Having considered that the land where the Zhuhai Production Plant situated is
owned by the Group which can be disposed of by the Group and the expiry of the tenancy
agreement for the land and buildings where the Zhongshan Production Plant situated is in
December 2016, save for the possible forfeiture of the security deposit of RMB500,000
in respect of the existing lease for the land where the Zhongshan Production Plant is
situated as described below, the Directors are not aware of any material adverse effect to
the production and operation of the Group which may be caused by the relocation plan
of the existing production plants in the PRC.
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In Vietnam

For efficiency purpose, and having considered that the current production capacity
is not expandable and may not be able to meet the possible growing demand, the operation
of the Existing Vietnam Production Plant will cease and its production facilities will be
relocated to the New Vietnam Production Plant upon commencement of the operation of
New Vietnam Production Plant. It is estimated that it will take around two weeks for the
relocation to the Existing Vietnam Production Plant to be completed and the relocation
cost incurred is estimated to be approximately US$20,000 (equivalent to approximately
HK$155,600).

Upon completion of the construction of the New Vietnam Production Plant, the
existing moveable production facilities of Existing Vietnam Production Plant, including
dispersion machines and other machineries and equipment, will be transferred to the New
Vietnam Production Plant. As at 31 January 2010, the moveable production facilities of
the Existing Vietnam Production Plant amounted to approximately HK$89,000, while the
immoveable production facilities and fixed assets amounted to approximately
HK$70,000. The immoveable production facilities and fixed assets will be written off
according to the applicable accounting policy of the Group when the closure of the
Existing Vietnam Production Plant is fixed.

Based on the enquiry made by the senior management of the Group with its
employees working at the Existing Vietnam Production Plant and having considered that
the New Vietnam Production Plant is close to the Existing Vietnam Production Plant, the
Directors are not aware of any employees who will refuse to accept the relocation as
described above.

Having considered that the tenancy agreement for the land and building where the
Existing Vietnam Production Plant situated will expire in June 2011 and the New Vietnam
Production Plant is expected to commence operation in December 2010, the Directors are
not aware any material adverse effect to the production and operation of the Group which
may be caused by the relocation plan of the Group in Vietnam.

Upon completion of the relocation of the production facilities of the Zhuhai Production
Plant, the Zhongshan Production Plant and the Existing Vietnam Production Plant, relevant
applications and filings for the closure of such production plants will be made by the Group
to the respective government authority. After completion of the relevant applications and
filings for the closure of the Zhuhai Production Plant, the Zhongshan Production Plant and the
Existing Vietnam Production Plant, the Group (i) will, subject to compliance with applicable
laws and regulations, dispose of the land and buildings on which the Zhuhai Production Plant
is situated and the consideration to be received for the disposal will be used as general working
capital; and (ii) will terminate the tenancy agreements for the Zhongshan Production Plant and
the Existing Vietnam Production Plant. Since the expiry of the tenancy agreement for the
Zhongshan Production Plant is in 2016, the early termination of such tenancy agreement may
result in the loss of deposit of RMB500,000 (equivalent to approximately HK$568,000) by the
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Group. Since the term of the tenancy agreement for the Existing Vietnam Production Plant can
be extended to June 2012, which is six months after the planned operation commencement date
of the New Vietnam Production Plant, the Directors consider that the balance of the rental
payment for the remaining term of such tenancy agreement is minimal and may not cause
material financial impact to the Group.

The nature of the land, where the Zhuhai Production Plant located, is situated in the
chemical district of Zhuhai, the PRC and is specified for the development of chemical industry
by the local government in Zhuhai, the PRC. Having considered that the limited land supply
in chemical district in Zhuhai, the PRC and the understanding from property agent for the
demand and supply of relevant lands in Zhuhai, the PRC, the Directors believe that such land

can be successfully disposed of as a matter of time and price.

In order to avoid any possible effect to the purchase orders from customers during the
relocation period of the existing production plants, the existing production plants will produce
the required products in advance and deliver the products to the new production plants pending
for delivery to the customers. In such regard, the Directors consider that there will be no
material disruption to the operation and the production of the Group during the relocation

period.

In order to monitor and supervise the expansion plans and relocation of existing
production plants, the Group has formed a committee. As an on-going supervision by the senior
management of the Group, the committee will review the progress of the expansion plans and
discuss with the senior management on a monthly basis in order to monitor the expansion plan
of the Group. The senior management will report to the committee on a weekly basis for the
progress of the expansion plan. In case there are any matters which may hinder the execution
of the expansion plan, an ad-hoc meeting among such senior management and committee will
be held for identifying the issues and seeking for solution. In relation to the relocation of the
production plants, the senior management of the Group will also be responsible for the
supervision of such relocation and will report the progress of such relocation to the committee
on a weekly basis. For ensuring the compliance of relevant rules and regulations for the
establishment of new production plants and the closure of the existing productions plants, the

Group will seek appropriate professional advice and assistance in this regard.

The committee of the expansion plans and relocation of existing production plants is
headed by Mr. Ieong, the chairman of the Board and chief executive officer of the Group. The
members of the committees comprise the senior management of the Group including Ms. Xiao
Wei, the director of production and quality assurance department, Mr. Li Bo Tao, the director
of administration department, Mr. Zheng Guo Liang, the regional sales director of the Group
in the PRC, Mr. Zhong Xuan Feng, the director of human resources and information technology
departments, Mr. Liu Feng, the regional sales director of the Group in Southeast Asia region,
and the management of the technical, production and administration from respective
production plants. The aforementioned people have been nominated as the committee for
expansion and relocation for their strong professional knowledge in different aspects, their
valuable experiences in the industry and their familiarity with the Group.
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The Directors expect that the operation of the first phase of the Nansha Production Plant
will commence in March 2011 and all existing movable equipment of the Zhuhai Production
Plant and the Zhongshan Production Plant will be relocated to the Nansha Production Plant.
Hence, the useful life for the equipment would not be adversely affected. However, the useful
life of the existing immovable assets of the Zhuhai Production Plant, including land and
buildings, and leasehold improvements would be shortened to March 2011 as such assets
cannot be relocated. The expected annual depreciation after relocation is expected to be
approximately HK$7.2 million, which represents an increase in annual depreciation of
approximately HK$6 million. Thus the profitability of the Group for the year ending 30
September 2010 and 2011 is expected to be adversely affected as a result. For the existing
Vietnam and Zhongshan production plant, the Directors expect that increase in depreciation

due to relocation would be minimal.

Apart from the cost of relocation, the possible loss of deposit of RMB500,000 (equivalent
to approximately HK$568,000) in respect of the lease relating to the Zhongshan Production
Plant, rental payment for the remaining term of the tenancy agreement for the Existing Vietnam
Production Plant, estimated severance payment of approximately HK$204,000 as at the Latest
Practicable Date and the possible financial and taxation impact mentioned above, the Directors
are not aware of any material adverse impact to the Group’s operation and financial conditions

which will be caused by the proposed relocation of production facilities.

COMPLIANCE HISTORY OF THE GROUP

During 1 May 2006 to 1 April 2008, Zhongshan Macson (i) handled goods under the
detention of the PRC customs authority without the customs authority’s consent resulting in a
fine of RMB750,000; (ii) kept dangerous chemicals resulting in a fine of RMB45,000; and (iii)
sold tax-exempted imported raw materials involving a tax amount of approximately
RMB423,933.3 within the PRC without the PRC customs authority’s consent resulting in a fine
of RMB200,000. During 1 May 2006 to 1 April 2008 Zhuhai Centresin (i) handled goods under
the detention of the PRC customs authority without the customs authority’s consent resulting
in a fine of RMB940,000; (ii) engaged in production and storage of dangerous chemicals
without approval or registration resulting in a fine of RMB130,000; (iii) purchased from
Righton toxic chemicals contravening to the relevant PRC rules and regulations resulting in a
fine of RMB350,000; (iv) performed after-sale services without business registration document
with the relevant PRC authority resulting in a fine of RMB15,000; and (v) sold tax-exempted
imported raw materials involving a tax amount of RMB188,756 to a third party resulting in a
fine of RMB100,000. Each of the Zhongshan Macson and Zhuhai Centresin has duly paid the
fines imposed against them and the enforcement action against each of them has completed.
Subsequent to the above penalties incurred in the above period, the Group has taken remedial
measures, such as, implementation of a stringent guidance for dangerous good storage and
sales and procurement control. The Directors consider that the above penalties were not
material and the Group has adopted sufficient measures to remedy such irregularities in the

future.
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On 22 January 2010, Vietnam Centresin failed to make declaration to the Vietnamese
authority in relation to import of certain chemical substance, which may result in a penalty of
VND10,000,000 to VND20,000,000. Vietnam Centresin thereafter duly made declaration with
the Ministry of Industry and Trade in relation to the outstanding chemical substance on 13
February 2010. Vietnam Centresin completed its declaration in relation to its import of
chemical substance on 13 February 2010.

According to the investment certificate of Vietnam Centresin dated 12 January 2009, the
head office of Vietnam Centresin has to be relocated to Road No.2, Dong An Industrial Zone,
Thuan An District, Binh Duong Province to D2-3, Dai Dang Industrial Zone, Tan Uyen District,
Binh Duong Province, Vietnam, being the address of the New Vietnam Production Plant, within
one year from 12 January 2009. However, due to the economic downturn resulting in the delay
in the Group’s expansion plan in Vietnam and the expected commencement of operation of the
new production facilities in Vietnam in September 2011, the Group had not relocated its head
office in Vietnam to the said address before the prescribed time limit. However, upon
application by Vietnam Centresin, the investment certificate of Vietnam Centresin was
amended by relevant Vietnam government authority on 16 April 2010 whereby the deadline for
the relocation of its head office to the address of New Vietnam Production Plant has been
extended. According to the Company’s legal advisers as to Vietnamese law, the failure to
relocate the head office of Vietnam Centresin under its old investment certificate constituted
a breach of the terms of the investment certificate of Vietnam Centresin but will not cause any
material consequence to the Group’s business and operation.

On 12 January 2009, the investment certificate of Vietnam Centresin was amended for the
increase in (i) its charter capital from US$300,000 to US$600,000 and (ii) its investment
capital from US$900,000 to US$3,000,000. The increased charter capital of US$300,000 was
required to be paid up by the end of 2009 and the Group failed to contribute the increased
portion of the charter capital within such prescribed time limit. According to the Company’s
legal adviser as to Vietnam laws, failure to contribute the charter capital by the prescribed time
limit will not result in revocation of Vietnam Centresin’s investment certificate or cause any
material adverse consequence to its business and operation. Upon application by Vietnam
Centresin, the investment certificate of Vietnam Centresin was amended on 16 April 2010
whereby the deadline for contribution of the remaining charter capital contribution of
US$300,000 has been extended to December 2010.

The Group withheld to make further capital contribution by 2009 as the global economy
had experienced turbulence since late 2008, which had a negative impact on the consumers
market generally and such withholding of making the capital contribution is not due to the
expansion plan of Vietnam production facilities. While the Directors consider it is in the
interest of the Group to continue to expand its business in Vietnam, in particular in light of the
successful of development of the water-based adhesive in early 2009, given that (i) the
recovery of the global economy remains fragile, especially in the United States and Europe;
and (ii) the various economy stimulation measures adopted by various governments around the
world may be adjusted or withdrawn, the Directors also consider that it is prudent for the Group
to exercise a high degree of caution in allocation of the funds of the Group.

~ 143 -



BUSINESS

The Indemnifiers have agreed to indemnify the Group for any loss or damage sustained
by the Group arising out of the Group’s failure to contribute the remaining charter capital of

Vietnam Centresin by the time limit prescribed by the relevant Vietnam authorities.

Apart from the capital contribution to Vietnam Centresin, the reason for the other
non-compliance incidents as mentioned above were mainly due to the Group’s lack of
experiences and oversight in the relevant regulatory requirements in the initial stage of

establishment of the Group’s operation in Vietnam.

Save as disclosed above, there has been no further non-compliance under relevant laws
and regulations in the respective jurisdiction in all material aspects during the Track Record
Period and up to the Latest Practicable Date. In order to prevent occurrence of similar
non-compliance events mentioned above, the Group (i) adopted the internal control procedures
suggested by Lau & Au Yeung C.P.A. Limited, internal control adviser to the Group including
but not limited to tax filing, financial budgeting, operational control and legal compliance and
(ii) appoint its Compliance Adviser to control and advise on the Group’s future corporate
governance. The Directors and senior management will endeavor to oversee the overall
compliance procedure in accordance with the suggestion and instruction of Lau & Au Yeung
C.P.A. Limited and the Compliance Adviser.

Lau & Au Yeung C.P.A. Limited is satisfied with the actions taken by the Group in
response to its recommendations after reviewing the documents and procedures related to

aforementioned actions taken by the Group.

After taking into consideration that (i) no further non-compliance under relevant PRC
custom regulation since the adoption of the operation guidelines in relation to the exchange of
goods outside the bonded areas; (ii) the Group’s adoption of relevant internal control
procedures suggested by Lau & Au Yeung C.P.A. Limited, certified public accountants, an
Independent Third Party, the internal control adviser appointed by the Group to evaluate the
documentation, effectiveness and efficiencies of the internal control environment of the Group;
and (iii) the appointment of SinoPac as the Compliance Adviser for the provision of on-going
advisory in relation to the corporate governance, the Joint Sponsors are of the view that the
Group is able to comply with relevant regulations going forward and the internal control
system of the Group is considered to be effective.

Despite that the Group has breached relevant regulations in the PRC and Vietnam in the
past, having considered the rectification action taken by the Group and the adoption of
guideline for prevention of reoccurrence of such non-compliance incidents, the Joint Sponsors
concur with the Directors’ view that the aforementioned non-compliances were not intentional
and merely due to the lack of experiences in the new markets and oversight of the management,
and the Group’s management has shown an attitude of improving the corporate governance of
the Group. The management has adopted an internal control policy to avoid the future
non-compliances, details of which are set out in the paragraph headed “Adoption of internal

control policy” under this section.
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SALES AND MARKETING

Sales

The products of the Group including adhesives and primers are sold under the brand
“Zhong Bu” (“f1 ¥ ) to the Group’s customers which mainly comprise footwear manufacturers
in the PRC and Vietnam. During the Track Record Period, more than 78% of the Group’s
turnover were rendered from the sale of the Group’s products under the brand “Zhong Bu”
(“tp %), Pursuant to the distribution arrangement between the Group and Huntsman as
detailed in the sub-paragraph headed “Hardener products” under the paragraph headed
“Suppliers” in this section below, the Group also distributes IRODUR to customers in Hong
Kong, Macau, the PRC, Vietnam and Taiwan on an exclusive basis.

The following table shows the turnover breakdown by the Group’s products during the
Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$000 % HK$000 % HK$000 % HK$000 % HK$'000 %
(unaudited)
Adhesives 116,567 534 161,852 563 150,973 564 52242 548 48,994 56.2
Primers 54,883 252 71,081 247 68,741 257 24470 257 24251 278
Hardeners 44,752 205 49,918 173 44,862 16.8 17,707 18.6 13,631 15.6
Others (Note) 1,925 0.9 4,957 1.7 3,003 1.1 879 0.9 344 0.4
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220 100.0

Note: Sale of raw materials, and sale of adhesive and primer produced and sold by the Group under OEM
basis.

The following table shows the breakdown of the Group’s sales volume and ASP by
products during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
ASP per ASP per ASP per ASP per ASP per
tonne tonne tonne tonne tonne

Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000

Sale of chemical

products

Adhesives 7,999.1 14.6  10,197.0 159 9,406.3 16.1 2472 21.1 2422 20.2

Primers 2,487.0 22.1 3,057.8 232 29213 235 1,121 21.8 1,166 20.8

Hardeners 305.2 146.6 307.5 162.3 369.6 121.4 159 111.4 117 116.5

Others 24 802.1 29 11,7093 1.0 3,003.0 42 20.9 11 313
Total 10,793.7 13,565.2 12,698.2 3,794 3,716
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As mentioned above, the revenue of the Group during the Track Record Period was
mainly derived from the PRC. The following table shows the breakdown of the Group’s
turnover by geographical area for each of the three years ended 30 September 2009 and the four
months ended 31 January 2010.

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$'000 % HK$'000 % HK$’000 % HK$000 % HK$'000 %

(unaudited)

PRC 156,427 717 201,197 69.9 172,012 643 63,601 66.74 50,508 57.90
Vietnam 61,700 283 86,611 30.1 95,567 357 31,697 3326 36,712 42.10
Total 218,127 100.0 287,808 100.0 267,579 100.0 95,298 100.0 87,220 100.0

Marketing and technical service

As at the Latest Practicable Date, the marketing and technical services team of the Group
had 90 staff. The marketing and technical services team is primarily responsible for promoting
the Group’s products to footwear manufacturers in the PRC and Vietnam, in order to reach the
sales target set by the senior management of the Group. In addition, the marketing and
technical services team also promotes the Group’s product directly to those famous footwear

suppliers for obtaining the endorsement of the Group’s products from them.

In view of the fast changing trend in footwear industry which leads to the rise of different
materials for the shoe production, the ad-hoc problems arising from the application of
adhesives and primers occur from time to time. In such regard, members of the marketing and
technical services team of the Group not only conduct market analysis, sales and marketing, but
also provide on-site technical support and advisory services to customers in relation to any
ad-hoc problem arising from application of adhesive and primers. Members of the marketing
and technical services team also divert the customers’ comments on the Group’s products to
the Group’s research and development team so that the research and development team can

develop and improve the Group’s products to meet customers’ expectation.

The marketing and technical services team is also responsible for verification and
follow-up works upon the delivery of the products so as to ensure on-time delivery of and the
satisfaction of the quality of the Group’s products. The marketing and technical services team
also reviews the settlement records of its customers on a regular basis to determine the credit
terms granted to the customers so as to minimize the Group’s credit risk. Provision will be
made to the extent that the recoverability of any debt is considered to be doubtful on

case-by-case basis.
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CUSTOMERS

During the Track Record Period, the customers of the Group were mainly footwear
manufacturers in the PRC and Vietnam. For each of the three years ended 30 September 2009
and the four months ended 31 January 2010, sales to the footwear manufacturers amounted to
approximately HK$204.3 million, HK$259.7 million, HK$247.1 million and HK$81.1 million
respectively, representing approximately 93.6%, 90.2%, 92.4% and 93% of the total turnover
of the Group respectively. For each of the three financial years ended 30 September 2009 and
the four months ended 31 January 2010, the five largest customers accounted for approximately
49.9%, 51.5%, 54.1% and 58.6% of the total turnover of the Group respectively. As at the
Latest Practicable Date, the five largest customers have 3 to 17 years business relationships
with the Group respectively. Pou Chen Group, being the largest customer of the Group,
accounted for approximately HK$57.2 million, HK$75.9 million, HK$79.5 million and
HK$27.4 million, representing approximately 26.2%, 26.4%, 29.7% and 31.4% of the turnover
of the Group for each of the three years ended 30 September 2009 respectively and the four
months ended 31 January 2010.

Among the five largest customers of the Group, save for a PRC distributor of the Group’s
products, all of which are footwear manufacturers. The PRC distributor is a trading company
in the PRC and an Independent Third Party. With a view to expanding the market share in the
PRC footwear adhesive market, the Group entered into a distribution agreement with the PRC
distributor in October 2006. Pursuant to the distribution agreement, the PRC distributor is
responsible for the distribution of the Group’s adhesives and primers under the Group’s own
brand “Zhong Bu” and “IRODUR” to the footwear manufacturers in the PRC, and the Group
will ensure that no sales of the Group’s products from third parties in the PRC. The Group
would provide marketing and technical supports to the PRC distributor, such as dedicated
training sessions or seminars related to the technical issues of the Group’s products. For each
of the three financial years ended 30 September 2009 and the four months ended 31 January
2010, the sales to the PRC distributor are representing approximately 6.4%, 9.0%, 7.3% and
6.7% of the total turnover of the Group respectively. The Directors confirmed that none of the
Directors, their respective associates or, so far as the Directors are aware, any person who own
more than 5% of the issued share capital of the Company has any interest in any of the five
largest customers of the Group during the Track Record Period. Furthermore, all of the five

largest customers of the Group are Independent Third Parties to the Group.

Under the existing practice of footwear manufacturing industry, footwear manufacturers
have to purchase its production materials from designated production materials suppliers
recognized and approved by their respective customers, being the footwear suppliers, in order
to control the quality of footwear products. The Group is one of the adhesive suppliers

recognized by numerous footwear suppliers.
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PAYMENT TERMS AND CREDIT CONTROL

Turnover derived from sales of the Group’s products to customers is recognized when the
Group’s products are delivered and title to the products has passed to the customers. The Group
requires its footwear manufacturer customers to settle their invoices on a monthly basis. The
Group generally grants a credit period of 30 days to 90 days, depending on factors such as past
sales performance, credit history and expansion plans of a particular customer. The Group
provides the PRC distributor a credit limit amounted to RMBS5 million and a credit period of
60 days.

The Group will monitor and follow up on the payment status of each customer through
the combined efforts of the marketing and technical services team and the accounts department
of the Group. The marketing and technical services team will collect feedback from accounts
department and assess each customer’s payment record and value of historical transactions.
Moreover, the marketing and technical services team will visit the customers regularly for
better understanding of the operation, production utilisation and financial status of the
customers and report back to the Group’s accounts department.

PRICING AND SALES RETURN POLICY

Most of the Group’s products are sold under the brand “Zhong Bu” (“d+#5”). In order to
position the Group in the first tier segment in the footwear adhesive market, the Group has
adopted a pricing policy to fix its price with reference to market price of several competitors
in such market segment. The Group has a right to adjust the selling prices to the PRC
distributor with reference to the market situation, currency or production cost. However, the
Group is required to inform the PRC distributor about the price adjustment at least 30 days in
advance. The Directors believe that the products under the first tier market segment represent
comparatively high quality and good service.

The Group did not record any sales return due to quality defects during the Track Record
Period. In relation to the return policy of the Group for the sale of adhesive, primer and
hardener under IRODUR to the customers other than to the PRC distributor, return of the
Group’s products requested by its customer due to quality defects must notify the Group within
30 days upon delivery. Since the PRC distributor will keep stock for reselling, the Group offer
to such PRC distributor a comparatively longer period of sales return for allowing sufficient
time for quality check of the Group’s PRC distributor and its customer. The PRC distributor
can request a sales return within 45 days upon delivery due to quality defects and 7 days upon
delivery due to the package defects.

The Group is entitled to claim intrinsic defects of delivered hardener products provided
by its supplier if the Group gives written notice (a) within eight days of discovery of such
defects of hardener; (b) within the expiration of the shelve life as indicated in the product data
sheets; and (c) within thirty days of delivery. During the Track Record Period, there were no
sales return of hardener due to quality issues.
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SUPPLIERS
Raw materials for production

The suppliers of the Group are mainly raw material manufacturers and distributors. For
each of the three years ended 30 September 2009 and the four months ended 31 January 2010,
the five largest suppliers accounted for approximately 72.9%, 54.9%, 50.2% and 50.8% of the
total purchase of the Group respectively, while the largest supplier of the Group, accounted for
approximately HK$31.2 million, HK$33.1 million, HK$26.4 million and HK$8.7 million,
representing approximately 18.4%, 14.3%, 15.7% and 16.3% of the total purchase of the Group
respectively. Such top five suppliers of the Group are Independent Third Parties. The Directors
confirmed that none of the Directors, their respective associates or, so far as the Directors are
aware, any person who own more than 5% of the issued share capital of the Company has any
interest in any of the five largest suppliers of the Group during the Track Record Period.

Hardener products

Since January 1993, the Group has been appointed as an exclusive distribution agent of
“IRODUR” hardener products in Hong Kong, Macau and the PRC. The Group’s exclusive
distribution right of “IRODUR” hardener products was reconfirmed under a distribution
agreement dated 1 July 1997 entered into between the Group and the independent supplier of
such products (which business unit was subsequently acquired by Huntsman in 2000). Such
agreement was for an initial term of one year and is renewable for successive terms of one year.

The distribution regions of the “IRODUR” hardener products was extended to Taiwan,
Vietnam and Indonesia in 1998, pursuant to two separate distribution agreements entered into
between the Group and the independent hardener supplier of IRODUR hardener products and
certain addenda to such agreements. Currently, the agreement in respect of the distribution in
Taiwan and Indonesia is for successive terms of one year each while the agreement in respect
of the distribution in Vietnam is for successive terms of three years each.

In January 2001, the Group has been granted the non-transferable, non-exclusive,
royalty-free and revocable licence to use “Huntsman” mark and was authorized the Group to
represent to others that the Group is independent authorised representative of Huntsman
polyurethanes in specified wordings. The Group’s use of “Huntsman” mark and any goodwill
that arises therefrom, shall inure to the exclusive benefit of Huntsman.

Under the above distribution agreements, the Group shall promote the sale of “IRODUR”
hardener products and shall not distribute any other hardener and/or related products which
shall compete with “IRODUR” hardener products in whatever capacity. Under the above
distribution arrangement, orders and pricings of the products are negotiated by the Group and
the independent hardener supplier on a case by case basis. There is no minimum purchase
requirement under the above distribution agreements. The Group shall buy the products of
“IRODUR” hardener products from the supplier and hold stock to resell to customers in the
agreed territory with the supplier. The Group shall get the remuneration by a mark-up on the
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purchase price. The supplier has a right to adjust the delivery costs and the prices of the
products or vary the terms of payment at any time before the delivery. The supplier may
terminate the distribution agreements by giving notice to the Group in the event of any breach
by the Group of any provision of the distribution agreements not having been remedied by the

Group within 30 days after notification.

During the Track Record Period and up to the Latest Practicable Date, the Group had
distributed the IRODUR pursuant to the distribution arrangement as described above, on an
exclusive basis, in Hong Kong, Macau, the PRC, Taiwan and Vietnam and on a non-exclusive
basis, in Indonesia. As at the Latest Practicable Date, the Group had no concrete plan for the

development and production of its own hardener product.

RAW MATERIALS

The principal raw materials used by the Group include T [l (methyl ethyl ketone), [ i
(acetone), Mz 2 Ik (ethylene acetate), & i flg (denka chloroprene) and 5% JTiE
(polyester polyol). The purchases of these principal raw materials accounted for approximately
77.8%, 60.5%, 55.5% and 55.8% of the Group’s total purchases for each of the three years
ended 30 September 2009 and the four months ended 31 January 2010 respectively.

The Group procures majority of the raw materials in the PRC and Hong Kong, with the
remaining procured from other regions including Taiwan and Japan. The following table shows

the geographical breakdown for the purchase of raw materials during the Track Record Period.

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$°000 % HK$'000 % HK$000 % HK$000 % HK$'000 %

(unaudited)

PRC 15,507 225 47881 40.9 51,103 46.6 10,350 326 20,439 57.5
Taiwan 13,805 200 17,587 150 17,869 16.3 4,413 13.9 5,103 143
Japan 2,148 3.1 9,915 8.5 11,981 10.9 2,677 8.4 2,520 7.1
Hong Kong 36,695 532 40,368 345 27,03 253 13,679 43.1 7,283 20.5
Vietnam 800 1.2 1,338 1.1 1,042 0.9 614 1.9 198 0.6
Total 68,955 100.0 117,089 100.0 109,698 100.0 31,733 100.0 35,543 100.0

The Group centralizes the procurement of most of the Group’s raw materials in order to
enjoy economies of scale and maximize the bargaining power with suppliers. The production
materials are delivered directly by the suppliers to each of the Group’s production plants so as
to improve the delivery time and cost efficiency. All raw materials delivered by the suppliers
to the Group’s production plants are inspected before acceptance. The Group maintains at least
two suppliers for each of the major raw materials. Furthermore, the Group did not experience
any material price fluctuation in raw materials which had adversely affected the Group’s
profitability during the Track Record Period. As at the Latest Practicable Date, the Group had

11 staff in its procurement department.
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The principal raw materials of footwear adhesive include T fiij (methyl ethyl ketone),
Tl (acetone), B R £ A5 (ethylene acetate), & Wit B (denka chloroprene) and % fg £ Jc
(polyester polyol). Since the Group’s principal raw materials are mainly the by-products of
crude oil, the purchase price of which are sensitive to the fluctuation of the international crude
oil price. The following shows the price trend of ] il (methyl ethyl ketone) and P fill (acetone)
purchased by the Group during the Track Record Period.

—— Tl (Methyl ethyl ketone) --=-fil % £ I§ (Ethyl acetate) —— N (Acetone) ===-Crude oil
USS$ (MEK, ACT & EA) USS$ (Crude oil)
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As per the table above, the price of methyl ethyl ketone, acetone and ethyl acetate have
been increasing since 2006 to the first half of 2008 and has been substantially decreasing since
the second half of 2008. Such fluctuation was in line with the fluctuation of international crude
oil price from 2006 to 2009.

RESEARCH AND DEVELOPMENT

As at the Latest Practicable Date, the research and development team of the Group had
15 staff and two technicians assigned by No-Tape Japan to the Group under the Group’s
co-operation arrangement with No-Tape Japan as described below. Staff in the Group’s
research and development team has strong academic backgrounds in chemistry and chemical
engineering related subjects, 11 of them are bachelor degree holders and 4 of them are master
degree holders. Most of them have more than 3 years experience in research and development
of chemical products relating to footwear industry. They are responsible for the research,
development and modification of the Group’s products based on customers’ requirements and
relevant regulations, such as environmental protection related regulations. The research and
development team works closely with the marketing and technical services team to collect the
latest market intelligence in relation to the materials used in the production of trendy footwear
products and assist in solving adhesive application problem for the customers.

In August 2005, the Group entered into a technical support agreement with No-Tape
Japan, which has its headquarters in Japan and has been established for over 60 years and is
now a footwear adhesive manufacturer, for strengthening the Group’s research and
development capability. No-Tape Japan was one of the top-five suppliers of the Group in 2007.
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In March 2009, the Group and No-Tape Japan entered into another technical support agreement
(the “Renewed Technical Support Agreement”) for extending the technical support from
No-Tape Japan. Pursuant to the Renewed Technical Support Agreement, No-Tape Japan agreed
to assign its engineers to the Group’s production facilities from time to time for the provision
of assistance in research and development of the Group from time to time. Save as being one
of the suppliers of the Group and providing technical support to the Group, there is no other
business relationship between No-Tape Japan and the Group. For each of the three years ended
30 September 2009 and the four months ended 31 January 2010, the Group’s turnover
attributable to the products solely developed by the methodologies and formulae provided by
No-Tape Japan accounted for approximately HK$92.9 million, approximately HK$61.8
million, approximately HK$12.0 million and approximately HK$5.9 million respectively,
representing approximately 42.6%, approximately 21.5%, approximately 4.5% and

approximately 6.7% of the Group’s total turnover respectively.

The research and development activities is carried out in the laboratory situated in the
production plant in Zhuhai, the PRC, the Group is responsible for the cost of the research and
development including the purchase of requisite equipment and raw materials and travelling
cost of the engineers assigned from Japan.

The Renewed Technical Support Agreement is for a term of 3 years starting from 1 March
2009, and shall continue for successive terms of three years each upon the expiry of the original
term or the relevant extended term if no termination of the Renewed Technical Support
Agreement is requested for by either party one month prior to the relevant expiry date.

Furthermore, No-Tape Japan will provide the formula and methodologies on
manufacturing of adhesives to the Group and will receive a royalty fee in this regard. The rate
of the royalty fee payable to No-Tape Japan is calculated on a diminishing basis from US$0.1
per kilogram to US$0.04 per kilogram on the output volume of the Group’s products developed
with the technical support by No-Tape Japan. Such rate of royalty fee will be discounted
progressively according to aforementioned basis for more than 3 years. The Group is not liable
to pay such royalty fee upon the termination of the Renewed Technical Support Agreement.

According to the supplemental agreement entered into between the Group and No-Tape
Japan dated 22 January 2010 to the Renewed Technical Support Agreement, save for the
formula and methodologies solely provided by No-Tape Japan, all of the formula and
methodologies for the development of footwear adhesive jointly developed by No-Tape Japan
and the Group will belong to the Group. Besides, both of the Group and No-Tape Japan are
obligated to keep the formula, methodologies and other information in relation to the research
and development under the Renewed Technical Support Agreement to be confidential. For each
of the three years ended 30 September 2009 and the four months ended 31 January 2010, the
turnover of the Group attributable to the products jointly developed by the Group and No-Tape
Japan are Nil, approximately HK$68.7 million, approximately HK$114.7 million and
approximately HKS$48.7 million respectively, representing 0%, approximately 23.9%,
approximately 42.9% and approximately 54.4% of the Group’s total turnover respectively. The
Group shall pay a royalty fee to No-Tape Japan in relation to the products jointly developed
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by the Group and No-Tape Japan and/or solely developed by No-Tape Japan. However, if the
technical support agreement between the Group and No-Tape Japan is terminated, no royalty
fee shall be paid by the Group to No-Tape Japan for such products jointly developed by the
Group and No-Tape Japan.

Designated staffs from No-Tape Japan will station in the manufacturing plants of the
Group with a view to providing immediate technical support to the Group. Under the above
technical cooperation arrangement, both the Group and No-Tape Japan are not allowed to
engage in technical cooperation with other parties in the PRC provided however that where
No-Tape Japan is unable to provide the solution to the Group within three months after the
request of developing new product or enhancing current product’s quality from the Group, the
Group has the right to engage a third party to provide the technical supports. Pursuant to the
technical support agreement, a technical fee shall be paid by the Group to No-Tape Japan on
a project by project basis and a royalty fee shall also be paid by the Group to No-Tape Japan
based on certain percentage of total sales amount of adhesives and/or primers developed under
the technical assistance provided by No-Tape Japan.

Under the continuous effort of the Group’s own research and development team, the
Group successfully developed the Vulcanized Shoes Adhesive Related Products in early 2009
without the technical support from No-Tape Japan. Such water-based adhesive has the
characteristic of being environmental friendly and is specifically designed to meet the bonding
requirements of vulcanized shoes made of different kinds of footwear materials. Since
vulcanized shoes are made of different materials and are produced under a vulcanization
process during the production process, which may adversely affect the effectiveness of
common-used adhesive, a specific adhesive has to be developed. In September 2009, the Group
applied to the State Intellectual Property Office of the PRC (3 A & 3L Fn i 7 HEJR))
for a patent of invention in relation to the Group’s self-developed Vulcanized Shoes Adhesive

Related Products which has an environmental friendly characteristic.

For each of the three financial years ended 30 September 2009 and the four months ended
31 January 2010, the Group (i) incurred approximately HK$295,000, approximately
HK$396,000, approximately HK$487,000 and approximately HK$227,000 respectively for the
staff costs in research and development which accounted for approximately 0.2% of the total
turnover of the Group; (ii) paid approximately HK$2.29 million, approximately HK$3.34
million, approximately HK$3.31 million and approximately HK$0.96 million respectively for
the royalty fee to No-Tape Japan, in which (a) approximately HK$2.29 million, approximately
HK$1.62 million, approximately HK$0.31 million and approximately HK$0.07 million was
paid for royalty fee for the products solely developed by No-Tape Japan respectively; and (b)
nil, approximately HK$1.72 million, approximately HK$2.99 million and approximately
HK$0.89 million was paid for royalty fee for the products jointly developed by No-Tape Japan
respectively.
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LITIGATION

As at the Latest Practicable Date, none of the members of the Group was involved in or
has been involved in any legal or arbitration proceedings of material importance and no
litigation or claim of material importance is known to the Directors to be pending or threatened
by or against any member of the Group.

INSURANCE

The Group maintains insurance policies in the PRC, Macau and Vietnam that cover its
properties, manufacturing facilities, plant and machinery, equipment and inventory against
damage caused by accidents. In accordance with general practice, the insurance policies
maintained by the Group do not cover any indirect losses such as loss of profits caused by
suspension or termination of business. The total insurance premium paid by the Group for each
of the three financial years ended 30 September 2009 and the four months ended 31 January
2010, amounted to approximately HK$141,000, approximately HK$174,000, approximately
HK$147,000 and approximately HK$236,000 respectively, representing approximately 0.60%,
approximately 0.71%, approximately 0.48% and approximately 1.43% respectively of the
Group’s total selling and administrative expenses. The Directors consider that the insured
amounts taken out for the Group’s premises are sufficient.

During the Track Record Period, there has been no past occurrence of product liability
claims, third party liability claims or disruptions to business operations. The Group will
continue to closely monitor its exposures to various risks and take corresponding actions to
mitigate such risks, such as maintaining appropriate insurance policies.

INTELLECTUAL PROPERTY RIGHTS

As at the Latest Practicable Date, the Group has a total of 6 registered trademarks in the
PRC and Vietnam, and has applied for the registration of a total of 19 trademarks and 8 patents
in the PRC, Hong Kong, Vietnam, Bangladesh and Indonesia.

Details of the Group’s intellectual property rights are set out in the paragraph headed
“Intellectual property rights of the Group” in the section headed “Further Information about the
business” in Appendix V to this prospectus.

PROPERTIES

As at the Latest Practicable Date, the Group owned the land use rights of 3 parcels of land
in the PRC and Vietnam with an aggregate site area of approximately 46,186.4 square metres
and various office units in Macau with an aggregate gross floor area of 1,972.87 square metres,
two office units in Zhuhai with an aggregate gross floor area of approximately 328.2 square
metres and various buildings comprising the production plant in Zhongshan, the PRC. In
addition, the Group entered into a land grant contract in March 2010 with the Land Resources
and Housing Management of Guangzhou Municipality, pursuant to which the Group was
granted the land use right to use a parcel of land of a site area of approximately 34,172 sq.m.
for a term of 50 years. The Group plans to construct the Nansha Production Plant on such
parcel of land.
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The independent valuer had valued the properties owned by the Group as at 31 May 2010.
The text of the letter and the valuation certificates issued by the independent professional
surveyor are set out in Appendix III to this prospectus.

Regarding each of the properties that may or may not have defective title, namely (i) the
Zhongshan production plant located at Xinfeng Industrial Zone, Huangpu Town, Zhongshan,
Guangdong, the PRC; (ii) the Existing Vietnam Production Plant located at Road No.2, Dong
An Industrial Park, Thuan An District, Binh Duong Province, Vietnam; and (iii) a piece and
parcel of leased land of 5,000 square meters located at D2-3 Dai Dang Industrial Zone, Tan
Uyen District, Binh Duong Province, Vietnam (“Vietnam Sublease Property”), the Group has
taken and/or will take the following rectification actions:

(i) as to the Zhongshan Production Plant, the Group has requested the landlord to obtain
the land use right certificate in respect of the Zhongshan Production Plant. The
Zhongshan State Land Resources Bureau (7 1 17 B + J& & i 5 % [l 4 &) confirmed
on 18 December 2009 that the application for the land use certificate in respect of
the Zhongshan Production Plant had been submitted;

(ii) as to the Existing Vietnam Production Plant, the Vietnam Centresin has approached
Binh Duong Industrial Zones Authority (“BIZA”) for registration of the lease
agreement of Vietnam Production Plant by way of certification by BIZA. However,
the Company was informed by BIZA that the lease agreement in respect of the
Existing Vietnam Production Plant and the appendix signed on 20 January 2010 do
not have to be certified by BIZA. Vietnam Centresin will approach BIZA for
certification of the lease agreement or to obtain written confirmation from BIZA that
certification is not necessary; and

(ii1) as to the Vietnam Sublease Property, the Group will proceed with the registration
with the relevant government authorities in Vietnam for obtaining a land use right
certificate in respect of the Vietnam Sublease Property. The Group will also
approach Dai Dang Investment and Construction Co., Ltd. (“Dai Dang”)
(KRB AR A A) for assistance in obtaining the said land use right
certificate including but not limited to submission of Dai Dang’s own land use right
certificate or the relevant land lease agreement between Dai Dang and the Vietnam
government authorities.

As at the Latest Practicable Date, the land use right certificates in respect of the
Zhongshan Production Plant and the Vietnam Sublease Property have not been duly obtained.
To safeguard the Group’s interest, the Indemnifiers have agreed to indemnify the Group in
respect of any liabilities arising from the failure to obtain the above land use rights certificates.
Details of the indemnity in favour of the Group have been disclosed under the paragraph
headed “Tax and other indemnities” of Appendix V to this prospectus.

Since (i) the production capacity of adhesive and primer of the Zhongshan Production
Plant was approximately 20.8% and 24.3% of the Group’s total production capacity of
adhesives and primers respectively during the Track Record Period; (ii) the turnover
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attributable to the sale of products processed by the Zhongshan Production Plant amounted to
approximately HK$64.6 million, HK$72.9 million and HK$68.9 million, representing
approximately 29.6%, 25.3% and 25.7% of the Group’s total turnover for each of the three
years ended 30 September 2009 respectively; and (iii) the production plant of the Group
located at Zhuhai, Guangdong, the PRC has the capability to take over the production of the
Zhongshan Production Plant, the Directors are of the view that the Zhongshan Production Plant
is not crucial to the Group’s operation and financial performance.

QUALITY CONTROL

The Directors believe that provision of consistent quality of products is one of key factors
leading to the Group’s success. The Group has adopted a quality assurance guideline to ensure
the quality of the Group’s products. As at the Latest Practicable Date, the Group had 8 quality
control staff working with different departments of the Group to ensure that the quality control
are properly implemented. In 2007, the Group obtained ISO 9001:2000 and ISO 14001:2004
certification for the development and manufacture of adhesives and primers. The Group is also
a member of SATRA, which is a leading research and technology centre in the world. The
Group generally focuses its quality control efforts on the following critical stages of the
production process:

Procurement

The procurement department of the Group purchases the raw materials from qualified
suppliers only. The suppliers provided the sample to the research and development team and
quality assurance team for testing. After the quality is confirmed as acceptable, the pilot test
will be performed. The suppliers will be qualified after satisfying the aforesaid testing. The
procurement department will place the orders in accordance with the factors regarding the
quality, cost and services from suppliers. Upon the arrival of the raw materials, the quality
assurance department conducts tests on sampling basis to ensure the quality of each purchase
of the raw materials. The Group performs the assessments on the qualified suppliers regularly
in accordance with, among other factors, the capabilities of research and development, quality,
supply stability and service qualities. The qualified suppliers’ list will be updated regularly
according to the results of the assessments.

Research and development

The marketing and technical services team of the Group visits the customers regularly and
understands the demand of customers. The research and development team works closely with
the marketing and technical services team to ensure that new products meet the quality
assurance standards and also meet the customers’ need and the market trend on footwear
materials and the requirement of environmental protection.

Production

The Group’s designed quality control checking point between each production stage
during the production process. The quality control staffs conduct quality control tests as to
quality of the semi-finished products and reliability at different stages during the production
process.
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Finished products

All of the finished products are tested on sampling basis. The tests include inspection of
the external appearance, application tests and chemical test for the stability of the chemical
products under different environmental conditions such as temperature and humidity. The
sample of each finished product will be retained for the long term observation of stability or

other purposes.

The Group has obtained and maintained all the necessary permits and licenses required

in connection with the Group’s operation.

Set out below are the principal permits or licenses of the Group regarding the operation
in Zhuhai:

Permits or licenses Expiry date Status
B R ] R 28 March 2013 Effective

Safety Manufacturing Permit

1 B Al B i 8 B AL A A% E 29 December 2012 Effective
Dangerous Chemicals Operating
Unit Storage Approval Letter

fi B Al B 5 K848 B T R 29 December 2012 Effective
Dangerous Chemicals
Operation Permit

1 B Ak B2 0 2R B 07 B R R 10 September 2012  Effective
Dangerous Chemicals Manufacturing
Unit Registration Certificate

Here are the principal permits or licenses of the Group regarding the operation in

Zhongshan:
Permits or licenses Expiry date Status
LA R AT R 4 December 2010 Effective

Safety Manufacturing Permit

£ B Al B2 5 K88 BT AT R 15 January 2011 Effective
Dangerous Chemicals
Operation Permit
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AWARDS AND ACCREDITATIONS

The following has set out some of the significant awards and accreditations that were

granted in relation to the Group’s brand names or products up to the Latest Practicable Date:

Awarding

Awards/accreditation Endorsing organisation year

CEFREE G R SR oL T SN R BT 2001
(Safety production and (Zhongshan city Huangpu Town
innovative enterprise 2000) People’s government)

International Quality Crown Award  Business Initiative Directions 2003
London 2003

SATRA Membership SATRA TECHNOLOGY CENTRE 2007

20084F 5 1 3 %2 A2 Ak i AR el B0 2RO o R o AR 0% [ 2009
(Enterprise safety production and (Zhuhai Gaolan Port Economic
innovative organisation 2008) Region)

20084F J% 72 4 A i T A o ik B A7 ool A A A R R 2009
(Safety production and (Administration of Work Safety
innovative organisation 2008) of Zhongshan Municipality)

20084 Ji ¢ 2 HE e T AR 75 58 Hh L T SO R B 2009
(Safety production award 2008) (Zhongshan city Huangpu Town

People’s government)

20094 J& o [ f BRI BT ) A 3 o B AR A ) B e B A 3 ok 2010
(The Most Innovative Enterprise Chinese Association of
China 2009) Productivity Science/

China Enterprise News

The International Quality Crown Award granted by the Business Initiative Directions is
given in accordance with the criteria of (i) excellence in leadership and business management,
(ii) quality and excellence, (iii) business and brandname prestige and (iv) technology,

innovation and projection.

The SATRA Membership is subject to the annual audit by SATRA Technology Centre.
The annual audit focuses on the laboratory control system. The audit is performed in various
aspects, such as the testing methods, staff training, equipment, laboratory conditioning,

reference materials, testing work and reporting, and retained materials and work records etc.
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The award of safety production and innovative organisation is granted, among other
things, according to the criteria that the organisation must (i) obey the safety production and
related regulation in its own initiative, (ii) establish the code of safety production,
responsibility of safety production, (iii) establish the safety production system and operation
regulation and (iv) promote and educate the importance of safety production.

The Zhuhai Gaolan Port Economic Region grants the award of enterprise safety
production and innovative organisation in the aspect of safety. To obtain the award, the
candidate must be innovative and well organised, strengthen the supervisory and inspection,
and persistently improve from experiences.

ENVIRONMENTAL PROTECTION AND SAFETY MEASURES

Since the raw materials of the products of the Group are mainly by-products of crude oil,
the improper use, disposal and/or storage may cause pollution to the environment and, to
certain extent, is toxic and harmful to human being. As advised by the Company’s PRC and
Vietnam legal advisers, the Group complied with the relevant environmental, health and safety
laws and regulations of the PRC and Vietnam on the handling of chemical materials. Details
of compliance issue of the Group are set out in the paragraph headed “Compliance History of
the Group” in this section.

The production facilities of the Group in the PRC are subject to relevant PRC national and
local environmental laws and regulations, including but not limited to Regulations on the
Safety Administration of Dangerous Chemicals (f& [ {b 2 5, 2 4 % ¥4 44]), Fire Control Law
of the People’s Republic of China (# 2 A E 3L F1 [ 74 B i) and Law of People’s Republic of
China on the Prevention and Control of Environmental Pollution by Solid Wastes
(G UNERE B4 g% 4 95 YL B 45197 14 122). On the other hand, the production facilities of the
Group in Vietnam are also subject to various Vietnamese environmental laws and regulations,
which apply to the use of water, discharge of wastewater into rivers, fire prevention and the
management of toxic waste.

To ensure compliance with statutory standards, the Group has obtained a wastewater
discharge permit, registered the handling of toxic waste generated from production processes
such as production waste and drums, put various internal measures in place, and contracted
with local independent environmental companies to deal with pollutants and toxic waste
released in connection with its production operations. The Group has adopted the following
specific measures to ensure that the Group’s operations comply with environmental laws and
regulations in the PRC and Vietnam:

. implementing an environmental protection inspection system and internal rules for
all employees to follow, particularly those involved in production;

. setting up internal environmental training programmes; and

. checking safety and environmental protection compliance periodically.
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The Group had appointed J& M| 17 £2 355 {4 3 & & M %% & /A 7] (Guangzhou Environmental
Protection Investment Development Company) to assess the effect from pollution in relation to
the planned production plant in Nansha. It issued a report related to the assessment result,
which was approved by the Guangzhou Nansha Development Zone Environmental Protection
Bureau. The report is of the view that the pollutions from the production of the Group’s
products are controllable under normal circumstances. However, it may not be controllable
under the extreme circumstances, such as under fire and explosion. It was suggested that the
Group’s production is feasible in the parcel of land situated in Nansha, given that the proper
prevention and control measures are adopted and the establishments of risk management and
control for the environmental protection, and the assurance regarding the stable amount of
emission of the pollutants.

The Group is in compliance, in all material respects, with applicable environmental laws
and regulations currently in force, including the requirement to submit third-party
environmental audits. The Group did not receive any notice of material environmental
non-compliance during the Track Record Period. The Group intends to continue to invest in the
equipment and operational measures required for environmental protection and regulatory
compliance.

The Group implements safety measures on the handling of toxic and inflammable
substances, including:

. the maintenance of ventilation facilities in the raw material warehouse and
production plant in order to control the concentrations of chemical vapours in the
air. The Group regularly monitor the air quality in its plants;

. the requirement for workers who need to have contact with the toxic substances to
wear appropriate protective gears and/or face masks;

. the introduction of various safety guidelines such as prohibition of smoking in the
plants; and

. the formation of emergency plans and regular disaster drills.

During the Track Record Period, the Group had not received from its employees any
report or claim of significant occupational diseases caused by exposure to harmful substances.

COMPETITION

The Group competes with a large number of adhesive manufacturers in the PRC and faces
competition in terms of product quality, pricing, marketing, production capacity and customer
service. Apart from pricing, quality of adhesive and primer products and after sales services are
becoming more important factors for footwear manufacturers in the selection of suppliers. The
Directors believe that the competition in the PRC market, especially for export market, is
gradually moving away from a price-based competition to the competition on quality and the
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ability to meet customers’ specific requirements. Such change is attributable to higher standard
required by footwear manufacturers and end-user. The Directors consider that the reputation
and credibility that the Group built over the last two decades, the ability of research and
development of new products and modification of products, the high and stable product quality
and after sales services are the key factors for the Group to remain competitive in the market.
The Group targets the first tier segment in the footwear adhesive market with emphasis on the
environmental friendliness and non-toxic substance for the footwear manufacturers, including
both the PRC footwear manufacturers and foreign footwear manufacturers in the PRC.

According to the Adhesive Industry Report, the adhesive products in the PRC can be
divided into two groups namely (i) high-end adhesive products, with comparatively good
quality and higher price, produced by foreign investment enterprises in the PRC; and (ii)
low-end adhesive products, with unstable product quality, comparatively less environmental
friendly and comparatively lower market price, produced by small local adhesive
manufacturers in the PRC. Although the quality of locally produced adhesive will gradually be
approaching the quality of adhesive manufactured by foreign manufacturers, a period of time
is required for such local adhesive manufacturers to improve their product quality such as
increase in investment in research and development, production capacity and the establishment
of technical support team.

Having considered that the Group’s ultimate customers, being the footwear suppliers with
emphasis on product quality, demanding higher and more stable quality of production materials
with environmental friendliness for their products as compared to the local footwear
manufacturers as well as suppliers in the PRC, the Directors believe that the Group falls within
the first tier market like foreign adhesive suppliers providing high-end products with
comparatively good quality and higher price. Furthermore, in view of (i) the Group’s
cooperation with No-Tape Japan, a renowned chemical company based in Japan, for the
research and development of high quality and reliable footwear adhesive; (ii) the Group’s
record with no sales return due to dissatisfaction of product quality during the Track Record
Period; (iii) the increasing contribution of footwear adhesive by the Group to its major
customers during the Track Record Period; and (iv) the long term communication and business
relationship with the major customers of the Group, the Directors are of the view that, among
the foreign adhesive suppliers, the products of the Group are comparatively stable in quality
and the after-sale technical services is comparatively efficient and fast responding. Under the
Group’s continuous effort on its research and development and competitive edges, the
Directors believe that the Group will continue to be one of the key market players in the
footwear adhesive market in the future.

The Directors consider that there are certain barriers for the new entrants for the footwear
adhesive industry in view of the need of the extensive requirements of technical know-how,
research and development capability, experienced marketing team with technical knowledge
and substantial capital expenditures. The strong network and relationship with customers of the
Group are the other factors of barrier for the new entrants. The Directors believe that the
requirement for in-depth knowledge of the market, production and technological knowledge,
comprehensive utilisation of production technologies, poses significant barriers for new
competition into the footwear adhesive industry.
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ADOPTION OF INTERNAL CONTROL POLICY

General internal control policy

In order to strengthen its compliance mechanism for relevant regulations and to enhance

the strength and effectiveness of the Group’s corporate governance, the Group has taken and

will take the following steps to incorporate the following internal control policy to ensure
compliance with various applicable rules and regulations:

(a)

(b)

(c)

(d)

(e)

()

distribution to and review by the Directors of detailed memorandum prepared by the
legal adviser to the Company setting out the requisite on-going regulatory
requirements and obligations of the Directors after Listing;

training sessions attended by the Directors and senior management of the Group
conducted by legal adviser to the Company on the on-going obligations and duties
of a director of a company whose shares are listed on the Stock Exchange;

the appointment of three independent non-executive Directors with experience in
financial, accounting and legal industries respectively. The Company will be able to
draw on their experience with respect to the compliance with applicable legal,
regulatory and financial reporting requirements;

the company secretarial team will have access to external professional retained or to
be retained by the Group from time to time if applicable, including the compliance
adviser, external legal counsel, auditors and other advisers as necessary and will
report directly to the Board;

the establishment of an audit committee which comprises the independent non-
executive Directors who would, among other things, review the internal control
systems and procedures for compliance with the relevant accounting, financial and
Listing Rules requirements. Such audit committee has adopted a term of reference
setting out in details its duties and obligations for ensuring compliance of regulatory
requirements; and

the appointment of SinoPac as the Company’s compliance adviser to advise the
Company on compliance matters in accordance with Rule 3A.19 of the Listing
Rules.

Internal control policy in relation to land title

In order to minimize the risks the Group may face in relation to deficiencies of land title

to property to be occupied by the Group in the future, and ensure adequate procedures will be

made for obtaining valid entitlement of land use right, the Group has adopted the following

internal control policy:

1.

Prior to the signing of relevant agreement for the purchase or lease (as the case may
be) of property, the Group shall obtain from the seller or lessor (as the case may be)
relevant documents showing its valid entitlement to such property; and
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2. legal adviser will be engaged by the Group for (i) inspecting and verifying the
validity of relevant land title documents provided by the seller or lessor (as the case
may be); (ii) advising the Group in relation to the terms of the sale and purchase
agreement or leasing agreement (as the case may be) for protecting the interest of
the Group; and (iii) advising the Group to register and obtain relevant documents for
the valid entitlement of the property.

In the future, should the Group discover that there is defective title to a prospective
property, the Group will not lease or acquire (as the case may be) such property. Furthermore,
in order to protect the Group’s interest further, the Group will request, if applicable after
obtaining advice from its legal advisers, to state in the relevant acquisition or leasing
agreement (as the case may be) that the lessor should register and/or obtain the valid land title
of the Group.

Internal control policy in relation to the historical non-compliance incidents

The reason for the non-compliance incidents as mentioned above were mainly due to the
lack of experiences in the relevant regulatory requirements in the initial stage of production
and sale of adhesive related product business of the Group since 2006 and in the initial stage
of establishment of the processing operation in Vietnam.

Such non-compliance incidents were mainly related to the breach of relevant PRC custom
regulations and improper handling of chemical goods. In order to prevent further non-
compliance under relevant PRC custom regulations, the Group adopted its operation guideline
in relation to the exchange of goods outside the bonded areas in October 2008 which satisfies
the requirements of relevant regulation of the custom. The Group invites the custom and related
government authorities to perform a regular check on the Group’s factories in order to enhance
the system. Furthermore, in order to prevent improper handling of chemical goods in the future,
the Group has adopted its internal control guidelines to provide guidance and internal approval
procedures to its production and procurement departments in purchase, production and storage
of chemical goods. Such internal guideline has been revised from time to time to cope with the
latest regulations governing the handling of chemical goods in the PRC, Vietnam and/or other
jurisdiction where the Group operates.

Moreover, in order to ensure the obtaining of requisite license or registration of requisite
documents for the prevention of carrying out after-sale services without business registration
document, establishment and business operation and carry out after-sale services of the Group
in the future, the Group will engage a legal adviser for advising on handling, registration and
filing of necessary documents to relevant government authority for obtaining requisite
documents for operation and carry out after-sale services in various jurisdictions.

In addition to the above, in order to ensure the timely contribution to capital for future
company establishment by the Group under relevant laws and regulations, the Group has
adopted an internal procedure in relation to the filing of various documents of company
including application of incorporation related documents and to review the timeline for
contribution capital regularly.
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The Joint Sponsors consider that the above corporate governance measures will enable the
Group to strengthen its control environment both at the working level and at the monitoring
level. The Joint Sponsors are of the view that these measures, in addition to the standard
measures employed by other newly listed companies, will provide a stronger foundation for the
Group to more effectively identify and deal with compliance related matters and will provide
assistance to the Directors in monitoring compliance of the Group with regulatory and legal
requirements as a whole.

Indemnity regarding land title

On 28 July 2010, the Indemnifiers executed a deed of indemnity in favour of the Group,
whereby each of the Indemnifiers has jointly and severally agreed and undertaken to indemnify
and hold harmless the Company and each member of the Group, among other matters, against
any and all damages, losses, fees, costs, expenses of any actual claims, actions or proceedings
which may be made or established against the Company or any member of the Group arising
out of or in connection with:

(i) the failure of Zhongshan Macson to obtain the land use right certificate in respect
of the Zhongshan Production Plant;

(ii) the failure of Vietnam Centresin to obtain the land use right certificate in respect of
a piece of land located at D2-3 Dai Dang Industrial Zone, Tan Uyen District, Binh
Duong Province (the “Vietnam Sublease Property”) leased by Vietnam Centresin
pursuant to a land sublease agreement dated 6 March 2008 and entered into between
Dai Dang Investment and Construction Co., Ltd as lessor and Vietnam Centresin as
lessee; or

(iii)) Vietnam Centresin’s rights to use the property situated at Road No. 2, Dong An
Industrial Park, Thuan District, Binh Duong Province, Vietnam (the “Existing
Vietnam Leased Property”) have been adversely affected by reason of failure to
have the relevant lease certified by Binh Duong Industrial Zones Authority.

The indemnity referred to above shall be extended to cover:

(1) all damages, losses, fees, costs, expenses incurred by any member of the Group in
the event a member of the Group (the “Affected Group Company”) being evicted
from any of the Zhongshan Production Plant, the Vietnam Sublease Property or the
Existing Vietnam Leased Property, it uses or occupies (the “Affected Premises”) by
the landlord or the relevant governmental authority thereof by reason only of the
defective title (the “Defective Title”) of the land due to the absence of land use right
certificate or non-registration or non-certification of the relevant lease agreement,
the Indemnifiers shall as soon as reasonably practicable and in any event before the
expiry of two months after such eviction, secure for the use and occupation by the
Affected Group Company of a property (the “Substitute Premises”) which is
comparable and substantially similar to the Affected Premises in location, area and
user, for a term which is in no way shorter than the remaining leased term under the
relevant lease agreement for the Affected Premises; and
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(2) any costs, expenses, claims, losses and liabilities which may be incurred or suffered
by the Affected Group Company by reason only of the occurrence of the Defective
Title and in respect of:

(a) any difference in rentals between the Substitute Premises and the Affected
Premises for the remaining term of the relevant lease for the Affected

Premises;

(b) any costs or expenses arising from the relocation of the Affected Group
Company’s business or assets from the Affected Premises to the Substitute

Premises;

(c) any operating and business losses which the Affected Group Company may
suffer as a direct result of a relocation of its business from the Affected

Premises to the Substitute Premises;

(d) any concluded or unconcluded litigation, claim, action, prosecution,
arbitration, mediation or alternative dispute resolution relating to the Defective
Title (collectively the “Proceedings™); and

(e) any dispute with any person(s) not resulting in Proceedings;

and insofar as (d) and/or (e) above are concerned, whether resulting from an award,

judgment or finding or from a negotiated settlement or otherwise.

During the due diligence process, the Joint Sponsors have not identified any material
matter which will raise their concern as to the competence, integrity and characters of the

Directors nor as to their suitability to act as directors of the Company.

EXEMPT CONTINUING CONNECTED TRANSACTION

On 31 March 2010, the Group entered into an agreement for renting from Mr. Ieong an
office unit with approximately 2,000 square metres located at Nos. 201-210 on Level 2, Nos.
79-111 Yiju Street, Nanzhou Road, Haizhu District, Guangzhou, Guangdong Province, the PRC
for a term of approximately 34 months from 31 March 2010 at a monthly rent of RMB60,000.

Such lease agreement is expected to continue after the Listing. Mr. leong, being an
executive Director and a Controlling Shareholder, is a connected person of the Company. The
transaction contemplated under the above lease agreement constitutes continuing connected

transaction (within the meaning of Chapter 14A of the Listing Rules) for the Company.
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The applicable percentage ratios (as defined in the Listing Rules) in respect of the
aforementioned leasing agreement, on an annual basis, are less than 0.1%. Therefore, the
transaction under the above lease agreement will constitute de minimis transactions for the
Company under the Rule 14A.33(3) of the Listing Rules after the Listing and will be exempted
from the reporting, announcement and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

The Directors (including the independent non-executive Directors) consider that the rent
payable to Mr. Ieong under the above lease agreement to be fair and reasonable and in the

interests of the Group and the Shareholders as a whole.

INDEPENDENCE FROM THE CONTROLLING SHAREHOLDERS

The Directors are of the view that the Group is capable of carrying out its business
independently of the Controlling Shareholders and their associates after the Listing as (i) the
Group’s clients and suppliers are independent of the Controlling Shareholders; and (ii) apart
from Mr. Ieong, the other executive Directors, the independent non-executive Directors, the

senior management and staff of the Group are independent of the Controlling Shareholders.

Operational and management independence

The Controlling Shareholders will retain a controlling interest in the Group after the
Listing. However, the Group has full authority to make all decision on its business operations
independently. The Group holds all equipment to operate the businesses independently from
the Controlling Shareholders. All of the licenses necessary to carry on the existing business of

the Group are held by the Group.

Save for the continuing connected transaction disclosed in the paragraph headed “Exempt
continuing connected transaction” in this section, it is not expected that there will be other
transaction between the Group and the Controlling Shareholders upon or shortly after the
Listing.

Administrative independence

The Group has its own resources to perform all administrative functions such as financial
and accounting management, inventory management and research and development. The senior

management staff and the company secretary are independent of the Controlling Shareholders.
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Financial independence

The Group has its own financial management system and is able to operate the business
independently from the Controlling Shareholder in the financial aspect. The terms of the loans
will not change after the withdrawal of the guarantee provided by Mr. Ieong, being one of the
Controlling Shareholders. The Group is expected to be able to obtain financing from external

sources without reliance on the Controlling Shareholders after Listing.

Competing interest

Having made all reasonable enquiries, as at the Latest Practicable Date, neither the
Controlling Shareholder nor the Directors had any interest in a business, apart from the Group’s
business, which competes or is likely to compete, either directly or indirectly, with the Group’s

business.
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EXECUTIVE DIRECTORS

Mr. Ieong Un, aged 55, being a founder of the Group, is the chairman of the Board and
the Chief Executive Officer of the Group. Mr. leong is primarily responsible for (i) the Group’s
strategic planning including geographical and network expansion of the Group’s business such
as expansion of customers’ base and penetration of business in the domestic adhesive industry
in the PRC; (ii) product research and development; (iii) enhancement of the Group’s capability
in marketing and promotion as well as technical assistance to customers; and (iii) positioning
the Group in the adhesive industry. Mr. Ieong, being one of the founders of the Group in 1990,
has been leading the Group from engaging in adhesive distribution business to adhesive
development, sale and production business. Mr. Ieong has approximately 20 years experience
in the adhesive related industry. Prior to the establishment of the Group in 1990, Mr. leong held
a senior management position of Luen Ying Hong Company Limited, a distributor of petroleum
related products for more than 6 years in Macau. During such employment, Mr. Ieong was
responsible for the management of the business operation, and the marketing and technical
services team. Mr. Ieong is the sole shareholder and sole director of All Reach, the Controlling
Shareholder.

Mr. Ip Chin Wing, aged 55, is a deputy general manager of the Group. He is responsible
for the management and daily operation of the Group and also assists the chairman of the Board
in formulating the business strategies and implementing corporate and operational decisions.
Prior to joining the Group in 2001, Mr. Ip served as a general manager of Dongguan Advanced
Coatings Company Limited, a sino-foreign joint venture company registered in the PRC. In
2009, Mr. Ip was awarded by w4 &E 12 E (China Society of Productivity) and
Wb > 26 i 4 (China Enterprise Newspapers Office) as China enterprise innovative and
outstanding person of the year 2009 (20094F J¥ v [ 4> 26 8571 18 75 A #)). Mr. Ip obtained a
certificate in industrial trade instruction from The Hong Kong Technical Teachers’ College in
1982.

Mr. Ip Ka Lun, aged 55, is a deputy general manager of the Group. He is responsible for
overseeing the treasury and administrative functions of the Group and also assists the chairman
of the Board in formulating the business strategies and implementing corporate and operational
decisions. Mr. Ip has 16 years experience of overseeing the operation of accounting and finance
departments. Prior to joining the Group in 2000, he was the manager of finance and accounts
department of Yaohan Department Store (H.K.) Limited in Hong Kong from 1984 to 1997. He
joined Noble City Holdings Limited, a holding company carrying out construction materials
related business in the PRC, as a finance manager from 1998 to 2000. Mr. Ip obtained a
bachelor degree in business from Tamkang University in 1977.

Mr. Stephen Graham Prince, aged 47, is an executive Director and also the director of
business and marketing of the Group. He is responsible for overseeing all sales and marketing
functions of the Group. Prior to joining the Group in 2005, Mr. Prince worked as a general
manager of Interliance LLC. and was the chief representative of this company in Shanghai,
responsible for project management, business intelligence and operational strategy. Mr. Prince
graduated from Audrey Cohen College in the U.S. with a bachelor of business administration
degree in 1992 and obtained a master degree of business administration from Fordham
University in 2001.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Poon Yick Pang, Philip, aged 40, was appointed as an independent non-executive
Director in March 2010. Mr. Poon has over 15 years of corporate finance and accounting
experience. He is a company secretary of Ruinian International Limited (stock code: 2010), a
company listed on the main board of the Stock Exchange. He was the director of finance of
China Medical Technologies, Inc., a NASDAQ listed company engaged in the manufacture and
sales of advanced medical devices in the PRC from 2007 to 2008, and the senior vice president
and company secretary of Paradise Entertainment Limited (formerly known as LifeTec Group
Limited) (stock code: 1180), a company listed on the main board of the Stock Exchange, from
2002 to 2007. Mr. Poon also served various positions in Advent International Corporation, a
global private equity firm, and worked at Legend Holdings Limited and Sun Hung Kai
Properties Limited (stock code: 16), a company listed on the main board of the Stock
Exchange. Mr. Poon obtained a bachelor of commerce degree from the University of New
South Wales in 1993 and is a holder of a Chartered Financial Analyst charter awarded by the
CFA Institute in 2001, obtained a Certified Practising Accountant of the CPA Australia in 1996
and a fellow member of the Hong Kong Institute of Certified Public Accountants in 2006.

Mr. Ho Gilbert Chi Hang, aged 33, is an independent non-executive Director. He joined
the Group in March 2010. He is the senior investment director of New World Development
Company Limited (stock code: 17), and an executive director of New World Strategic
Investment Limited. He is also a non-executive director of New Environmental Energy
Holdings Limited (stock code: 3989) and Renhe Commercial Holdings Company Limited
(stock code: 1387) and an independent non-executive director of Kam Hing International
Holdings Limited (stock code: 2307), all of which are companies listed on the main board of
the Stock Exchange. Mr. Ho has extensive experience in the area of corporate management,
investments, corporate finance and merger and acquisition transactions and was a partner of an
international law firm, Fried, Frank, Harris, Shriver and Jacobson LLP. He is a committee
member of the Chinese People’s Political Consultative Conference of Shenyang. Mr. Ho
obtained a Bachelor of Commerce degree and a Bachelor of Laws degree from the University
of Sydney, Australia in 1998 and 1999, respectively, and he was admitted as a solicitor in New
South Wales and Australia in 1999 and England and Wales in 2001.

Mr. Chan Wing Yau, George, aged 55, is an independent non-executive Director. He
joined the Group in March 2010. He is the Chairman and Chief Executive Officer of Capital
Focus Asset Management Limited and an independent non-executive director of Weiqiao
Textile Company Limited (stock code: 2698), a company listed on the main board of the Stock
Exchange. He had been a director of Jardine Fleming Investment Services Limited. After
leaving Jardine Fleming Investment Services Limited, he joined HSBC Asset Management
Hong Kong Limited as an executive director. He has extensive experience in fund management.
Mr. Chan had held several positions of public services, such as a member of the Financial
Services Advisory Committee of the Hong Kong Trade Development Council, the chairman of
Investment Sub-Committee of and board member of Ocean Park Corporation, and the chairman
of the Hong Kong Investment Funds Association China Sub-Committee. Mr. Chan obtained a
bachelor of mathematics from the University of Waterloo in 1978.
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SENIOR MANAGEMENT

Mr. Zheng Guo Liang, aged 47, is the regional sales director of the Group in the PRC.
Mr. Zheng joined the Group as a sales representative in 1990. Prior to joining the Group, he
was working for a mechanical engineering company in Zhuhai and responsible for the
mechanical maintenance for more than five years. Mr. Zheng finished his secondary education
in 1987. He is currently a regional sales director in the PRC. Mr. Zheng is responsible for the
planning of sales and marketing strategies, achieving sales target and development of the

Group. He is also responsible for customer relationship management.

Mr. Li Bo Tao, aged 41, is the director of administration department of the Group. He
graduated from M7 LF2 K2 (Harbin Engineering University) (formerly known as
W FEE AN A2 22 g (Harbin Ship Engineering Institute)) and obtained bachelor degree in
engineering in 1990. He was a general manager of a business consultancy company responsible
for the provision of testing, verification, technical consultancy and inspection of products from
customers in the PRC for seven years before joining the Group in 2007. Mr. Li is responsible
for implementation of policies and rules of the Group for monitoring and strengthening
guidelines for the administration and logistics of the Group. He is also responsible for
establishing and promoting the enterprise culture of the Group.

Mr. Liu Feng, aged 36, is the regional sales director of the Group in Southeast Asia
region. Mr. Liu joined the Group in 2000 as an assistant sales manager in Vietnam and has been
promoted to regional sales director of the Group in Southeast Asia region since 2006. He
finished a vocational education with major in physics in 1992. Mr. Liu is responsible for the
management and development of the Group’s business in Southeast Asia region. Prior to
joining the Group, he had seven years of experience in the industry of the shoes manufacturing.
He was a supervisor of a footwear manufacturing plant, being responsible for management in
Punyu for about a year. Mr. Liu is responsible for devising sales and management strategies,
achieving sales target and development of the Group. He is also responsible for customer

relationship management.

Ms. Xiao Wei, aged 41, is the director of production and quality assurance department of
the Group. Ms. Xiao obtained her Bachelor Degree in Science from Nanjing University in 1989
and received her Master Degree in Business Administration from Jinan University in 2005.
Prior to joining the Group in 2005, she served as the department head of business department
and corporate administration department of || K #E{k T.H R/ F (Zhongshan Dagiao
Chemical Company Limited), being responsible for corporate administration for about three
years; and a deputy general manager of Ohashi Chemical (Qingdao) Industry Company Limited
(B i 2 (F B)LEA R A), being responsible for general management for about a year.
Ms. Xiao is responsible for production planning, formulating and execution of the quality

assurance policy of the Group.

- 170 -



DIRECTORS, SENIOR MANAGEMENT AND STAFF

Mr. Zhong Xuan Feng, aged 39, is the director of human resources and information
technology departments of the Group responsible for diverse range of human resources
activities of the Group including recruitment, compensation and benefits, staff training and
employee relationship management. Apart from human resources, he is also responsible for the
development of information technology platform to support the operation of the Group in
accordance with development needs. Mr. Zhong joined the Group in 1998. He had 6 years
experiences of accounting. He was a head of accounting of an investment company. In 2006,
Mr. Zhong was sponsored by the Group to study in Hong Kong, he obtained a master degree
in business administration from Hong Kong Baptist University in 2008.

Mr. Wu Xiang Ming, aged 41, is the director of research and development department
of the Group responsible for the establishment and implementation of the research and
development plan in accordance with the requirements of the customers of the Group and the
market. He is also responsible for the general management of the research and development
team of the Group, such as resources allocation, staff promotion and the appraisal of the overall
team. Prior to joining the Group in 2007, Mr. Wu had more than 11 years research and
development working experience. He was a research and development manager of a Hong
Kong based chemical science company for seven years. Mr. Wu graduated from £ 50 # T. kK £
(East China University of Science and Technology) (formerly known as # s/t T 2% (East
China Institute of Science and Technology)) in 1990 with a bachelor degree in engineering and
obtained a master of engineering from Zhejiang University in 1996.

Mr. Ke Jia Min, aged 47, is the regional director of commerce of the Group in Southeast
Asia. Prior to joining the Group in 2003, Mr. Ke served as a senior management position
responsible for the operation of a hotel in Zhuhai. Mr. Ke also served as a representative of
Zhuhai’s Fourth National People’s Congress from 1994 to 1999. As a regional director of
commerce of the Group in Southeast Asia, he is responsible for promoting the Group’s products
to footwear suppliers with a view to gaining the recognition of the Group by footwear suppliers
as their approved raw material suppliers. He is also responsible for the relationship
management with both footwear suppliers and footwear manufacturers. To provide the support
to the sales and marketing functions, Mr. Ke organises the regional commercial team to provide
all aspects support to the marketing and technical services team of the Group.

Mr. Lau Chan Wing Raymond, aged 53, is the chief financial officer and company
secretary of the Group. Graduated from Hong Kong Polytechnic University (formerly known
as Hong Kong Polytechnic) with a diploma in accountancy in 1977, Mr. Lau is an associate
member of the Hong Kong Institute of Certified Public Accountants and a fellow member of
the Association of International Accountants of United Kingdom. Before joining the Group in
March 2010, Mr. Lau was the financial controller of Soundwill Holdings Limited (stock code:
878), a company listed on the main board of the Stock Exchange, from September 2004 to June
2009. Prior to that, Mr. Lau had been the financial controller of China Grand Pharmaceutical
and Healthcare Holdings Limited (formerly known as Maxx Bioscience Holdings Limited)
(stock code: 512), a company listed on the main board of the Stock Exchange, from June 1995
to September 2004. Prior to that, Mr. Lau had over 15 years’ experience in financial
management and accounting and held senior financial management positions in several
multinational and listed companies in Hong Kong and overseas. From October 1977 to
November 1980, Mr. Lau also had three years’ auditing experience with KPMG in Hong Kong.
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AUDIT COMMITTEE

The Group established an audit committee on 26 March 2010 with written terms of
reference as suggested under the Code on Corporate Governance Practices as set out in
Appendix 14 to the Listing Rules.

The primary duties of the audit committee are to review and supervise the Group’s
financial reporting processes and internal control system.

The audit committee has three members comprising Mr. Poon Yick Pang Philip, Mr. Chan
Wing Yau George and Mr. Ho Gilbert Chi Hang, all of whom are independent non-executive
Directors. The chairman of the audit committee is Mr. Poon Yick Pang Philip.

REMUNERATION COMMITTEE

The Group established a remuneration committee on 26 March 2010 with written terms
of reference as suggested under the Code on Corporate Governance Practices as set out in
Appendix 14 to the Listing Rules.

The primary responsibilities of the remuneration committee are to make
recommendations to the Board on the remuneration package of the Directors and senior
management personnel and to ensure that no Director or any of his/her associates is involved
in deciding his/her own remuneration.

The remuneration committee has four members comprising Mr. Chan Wing Yau George,
Mr. Poon Yick Pang Philip, Mr. Ho Gilbert Chi Hang and Mr. Ip Ka Lun, a majority of whom
are independent non-executive Directors. The chairman of the remuneration committee is Mr.
Chan Wing Yau George.

NOMINATION COMMITTEE

The Group established a nomination committee on 26 March 2010 with effect from
Listing to make recommendations to the Board regarding candidates to fill vacancies on the
Board.

The nomination committee has four members comprising Mr. Ho Gilbert Chi Hang, Mr.
Chan Wing Yau George, Mr. Poon Yick Pang Philip and Mr. Ip Ka Lun, a majority of whom
are independent non-executive Directors. The chairman of the nomination committee is Mr. Ho
Gilbert Chi Hang.

COMPANY SECRETARY

Mr. Lau Chan Wing Raymond is the chief financial officer of the Group and company
secretary of the Company. Please refer to his biography under the paragraph headed “Senior
management” above.
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DIRECTORS AND SENIOR MANAGEMENT REMUNERATION

The remuneration committee will regularly review and determine from time to time the
remuneration and compensation of the Directors and the senior management of the Group.

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, the aggregate remuneration paid to the Directors amounted to approximately
HK$1,907,000, HK$2,112,000, HK$2,825,000 and HK$1,305,000 respectively.

Under the arrangements currently in force, the aggregate emoluments payable by the
Group to and benefits in kind receivable by the Directors for the year ending 30 September
2010 will be approximately HK$3,900,000.

STAFF

As at the Latest Practicable Date, the Group had a total of 274 full-time employees. The
following table sets forth the breakdown of the Group’s employees by functions:

Total
Management 24
Administration 33
Finance and accounting 19
Production 93
Research & development 15
Marketing and technical services 90
Total 274

RELATIONSHIP WITH STAFF

The Directors recognize the importance of good relationship with the employees of the
Group. The remuneration payable to the Group’s employees includes salaries, allowance and
bonus.

The Group has not experienced any significant problems with the employees of the Group
and any disruption to the operation of the Group, nor have we experienced any difficulties in
the recruitment and retention of experienced staff. The Directors believe that the Group has
good working relationship with the employees.

STAFF BENEFITS

The Group complies in all material aspects with all statutory requirements on retirement
contribution in the jurisdictions where the Group operates. In accordance with applicable PRC
laws and regulations on social insurance, the Group contributes to various social insurance
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plans such as pension contribution plans and unemployment insurance plans for the employees
in the PRC. With respect to the Group’s non-PRC employees, the Group also complies in all
material respects with all statutory insurance obligations applicable to the Group under the
laws on the respective jurisdictions.

The Group also offers its employees other benefits, including provident funds, company
sponsored training. For each of the three years ended 30 September 2009 and the four months
ended 31 January 2010, the Group’s contribution to pension schemes amounted to
approximately HK$819,000, HK$947,000, HK$1,418,000 and HK$367,000 respectively.

COMPLIANCE ADVISER

The Company has appointed SinoPac, in accordance with Rule 3A.19 of the Listing
Rules, as its Compliance Adviser for the period commencing on the Listing Date and ending
on the date on which the Company complies with Rule 13.46 of the Listing Rules in respect
of its financial results for the first full financial year commencing after the Listing Date. The
material terms of the compliance adviser’s agreement between the Company and SinoPac are
as follows:

1.  the Compliance Adviser’s appointment shall be for a period commencing on the
Listing Date and ending on the date on which the Company complies with Rule
13.46 of the Listing Rules in respect of the financial results of the Company for the
financial year ending 30 September 2011;

2. the Compliance Adviser shall provide the Company with services including
guidance and advice as to compliance with the requirement of the Listing Rules and
other applicable laws, rules, codes and guidelines, and accompany the Company to
any meetings with the Stock Exchange; and

3. during the period of appointment, the Company must consult with, and if necessary,
seek advice from the Compliance Adviser on a timely basis in the following
circumstances:

(i) before the publication of any regulatory announcement, circular or financial
report;

(i) where a transaction, which might be a notifiable or connected transaction, is
contemplated, including share issues and share repurchases;

(iii) where the Company proposes to use the proceeds of the Share Offer in a
manner different from that detailed in this prospectus or where the Group’s
business activities, developments or results deviate from any forecast,
estimate, or other information in this prospectus; and

(iv) where the Stock Exchange makes an inquiry of the Company under Rule 13.10
of the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS

So far as is known to the Directors, immediately following completion of the Share Offer

and the Capitalisation Issue, the persons/corporations will have an interest or a short position

in the Shares or underlying Shares which would fall to be disclosed to the Company under the

provisions of Divisions 2 and 3 of Part XV of the SFO, or, will be, directly or indirectly,

interested in 10% or more of the nominal value of any class of share capital carrying rights to

vote in all circumstances at general meetings of any other members of the Group:

Name

All Reach (note 1)

Mr. Ieong (note 1)

Mrs. leong (notes 1 and 2)

Raffles Partners

Tang Tsz Kit (note 3)

Notes:

Capacity

Beneficial

owner

Interest in
controlled

corporation

Interest of
spouse

Beneficial
owner

Interest in
controlled

corporation

No. of
Shares

held
337,500,000

337,500,000

337,500,000

37,500,000

37,500,000

Percentage

of issued

share

Position capital
Long 67.50%
Long 67.50%
Long 67.50%
Long 7.50%
Long 7.50%

(1)  The entire issued share capital of All Reach is wholly and beneficially owned by Mr. Ieong. By virtue
of the SFO, Mr. leong, an executive Director, is deemed to be interested in the entire 337,500,000 Shares
held by All Reach. Mrs. Ieong, being the spouse of Mr. Ieong, is also deemed to be interested in the
337,500,000 Shares under the SFO.

(2)  According to the laws of Macau, the regime of matrimonial property of Mr. Ieong and Mrs. Ieong is

community (3t [ B /2 ).

(3)  The entire issued share capital of Raffles Partners is wholly and beneficially owned by Tang Tsz Kit.
By virtue of the SFO, Tang Tsz Kit is deemed to be interested in the entire 37,500,000 Shares held by

Raffles Partners.
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SHARE CAPITAL

The authorised share capital of the Company is set forth below:

HKS$

5,000,000,000 Shares 50,000,000

The share capital of the Company immediately following completion of the Share Offer
and the Capitalisation Issue will be as follows:

Issued and to be issued, fully paid or credited as fully paid:

HKS$

2,000 Shares in issue as at the date of this prospectus 20

374,998,000 Shares to be issued pursuant to the Capitalisation 3,749,980
Issue

125,000,000 Shares to be issued pursuant to the Share Offer 1,250,000

500,000,000 Total number of Shares 5,000,000

Assumptions

The above table assumes that the Share Offer has become unconditional and the issue of
Shares pursuant to the Share Offer and Capitalisation Issue are made. It does not take into
account any Shares which may fall to be issued pursuant to the exercise of any option that may
be granted under Share Option Scheme, or which may be allotted and issued under the general
mandate to allot, issue and deal with Shares (see below), or which may be purchased by the
Company pursuant to the general mandate to repurchase securities (see below).

Ranking

The Offer Shares will rank pari passu in all respects with all Shares in issue or to be
issued as mentioned in the prospectus and, in particular, will qualify for all dividends or other
distributions declared, paid or made on the Shares after the date of this prospectus save for any
entitlement to the Capitalisation Issue.

Share Option Scheme

The Group has conditionally adopted the Share Option Scheme, the principal terms of
which are summarised in the section headed “Share Option Scheme” in Appendix V to this
prospectus.
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General mandate to issue Shares

Subject to the conditions set forth in the section headed “Structure of the Share Offer” in
this prospectus being fulfilled, the Directors have been granted a general mandate to exercise
all the powers of the Company to allot, issue and deal with the Shares or securities convertible
into Shares and to make an offer or agreement or to grant an option which would or might
require such Shares to be allotted and issued subject to the requirement that the aggregate
nominal value of the Shares so allotted and issued or agreed conditionally or unconditionally
to be allotted and issued (otherwise than by way of rights issue or pursuant to the exercise of
any subscription rights attaching to any warrants which may be allotted and issued by the
Company from time to time or pursuant to the exercise of the options granted under the Share
Option Scheme or an allotment and issue of Shares in lieu of the whole or part of a dividend
on Shares in accordance with the Articles of Association), shall not exceed:

(a) 20 per cent. of the aggregate nominal value of the Shares in issue immediately
following completion of the Share Offer and the Capitalisation Issue; and

(b) the aggregate nominal value of the share capital of the Company purchased by the
Company (if any) under the authority referred to under the paragraph headed
“General mandate to repurchase Shares” below.

This general mandate will remain in effect until:

(i) the conclusion of the next annual general meeting of the Company;

(i1) the expiration of the period within which the Company’s next annual general
meeting is required to be held by the Articles of Association; or

(iii) the time when such mandate is revoked or varied by an ordinary resolution of the
Shareholders in a general meeting,

whichever is the earliest.

Further information on this general mandate is set forth in the paragraph headed “Written
resolutions of all Shareholders” in Appendix V to this prospectus.

General mandate to repurchase Shares

Subject to the conditions set forth in the section headed “Structure of the Share Offer”
being fulfilled, the Directors have been granted a general mandate to exercise all the powers
of the Company to purchase its own Shares on the Stock Exchange or on any other stock
exchange on which the securities of the Company may be listed and which is recognized by the
SFC and the Stock Exchange for this purpose, such number of Shares as will represent up to
10 per cent. of the aggregate nominal value of our Shares in issue immediately following
completion of the Share Offer and the Capitalisation Issue.
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This mandate only relates to purchases made on the Stock Exchange, or on any other
stock exchange on which the Shares are listed (and which is recognized by the SFC and the
Stock Exchange for this purpose), and made in accordance with all applicable laws and
requirements of the Listing Rules. An explanatory statement related to the general mandate to
purchase Shares is set forth in the paragraph headed “Repurchase of the Company’s own

securities” in Appendix V to this prospectus.
This general mandate to purchase Shares will remain in effect until:
(i) the conclusion of the next annual general meeting of the Company;

(i) the expiration of the period within which the Company’s next annual general

meeting is required to be held by the Articles of Association; or

(ii1) the time when such mandate is revoked or varied by an ordinary resolution of the

Shareholders in a general meeting, whichever is the earliest.

Further information on this general mandate is set forth under the paragraph headed

“Written resolutions of all Shareholders” in Appendix V to this prospectus.
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You should read the following discussion and analysis of the financial conditions
and results of operations of the Group together with the audited combined financial
statements of the Group as at and for each of the years ended 30 September 2007, 2008
and 2009 and the four months ended 31 January 2010, and the accompanying notes
included in the accountants’ report set out in Appendix I to this prospectus. The
accountants’ report has been prepared in accordance with the Hong Kong Financial
Reporting Standards. Potential investors should read the whole of the accountants’ report
set out in Appendix I to this prospectus and not rely merely on the information contained
in this section. The following discussion and analysis contains forward-looking
statements that involve risks and uncertainties. In evaluating the business of the Group,
please also refer to the section headed “Risk factors” in this prospectus.

RESULTS OF OPERATIONS OF THE GROUP

The following table is a summary of the Group’s audited combined results during the
Track Record Period as extracted from the accountants’ report as set out in Appendix I to this
prospectus and the Group’s unaudited combined results for the four months ended 31 January
2009. Potential investors should read this section in conjunction with the accountants’ report
as set out in Appendix I to this prospectus and not rely merely on the information contained

in this section.
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Combined statements of comprehensive income

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
HK$’000 HK$’000 HK$’000 HK$’000 HK3$’ 000
(unaudited)
Turnover 218,127 287,808 267,579 95,298 87,220
Cost of goods sold (177,522) (240,525) (202,505) (78,327) (66,228)
Gross profit 40,605 47,283 65,074 16,971 20,992
Other income 3,070 3,655 3,880 3,311 804
Changes in fair value of
investment properties 1,425 5,517 (3,970) - 320
Selling and distribution
costs (6,357) (8,246)  (10,318) (3,915) (3,139)
Administrative expenses (16,977)  (16,141)  (20,601) (8,385) (8,542)
Other expenses - - - - (4,914)
Interest on bank borrowings
wholly repayable within
five years (1,647) (2,731) (1,988) (936) (481)
Profit before taxation 20,119 29,337 32,077 7,046 5,040
Taxation (224) (753) (1,380) (694) (354)
Profit for the year/period
attributable to the owners
of the Company 19,895 28,584 30,697 6,352 4,686
Other comprehensive
income
— exchange differences
arising on translation
of foreign operations 1,518 2,763 (332) (348) (188)
Total comprehensive income
for the year/period
attributable to the owners
of the Company 21,413 31,347 30,365 6,004 4,498
Earnings per Share -
Basic (Note) 5.3 cents 7.6 cents 8.2 cents 1.7 cents 1.2 cents

Note:

The calculation of the basic earnings per Share for the Track Record Period is based on the combined
profit attributable to the owners of the Company for each of the relevant year/period, and on the
375,000,000 Shares, comprising 2,000 Shares in issue as at the date of this prospectus and 374,998,000
Shares to be issued pursuant to the Capitalisation Issue, in issue during such periods on the assumption
that the Reorganisation and the Capitalisation Issue have become effective on 1 October 2006.
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PRINCIPAL COMBINED STATEMENTS OF COMPREHENSIVE INCOME
COMPONENTS

The following is an overview of the major turnover and expense components contributing

to the audited trading record of the Group during the Track Record Period:

Turnover

The turnover of the Group during the Track Record Period was mainly derived from the
sale of adhesives, primers and hardeners. The following summarises the turnover contribution

by the Group’s product groups:

. Adhesives - The Group’s adhesives are used for bonding all
components of footwear including outsoles, insoles and
uppers. For each of the three years ended 30 September
2009 and the four months ended 31 January 2010, sales of
adhesives contributed approximately 53.4%, 56.3%, 56.4%
and 56.2% respectively to the Group’s total turnover,
making it the largest turnover contributor during the Track
Record Period.

. Primers - The Group’s primers are used in the pretreatment of
footwear components including outsoles, insoles and
uppers of footwear prior to the application of adhesives.
For each of the three years ended 30 September 2009 and
the four months ended 31 January 2010, sales of primers
contributed approximately 25.2%, 24.7%, 25.7% and
27.8% respectively to the Group’s total turnover.

. Hardeners - The Group’s hardeners, being a curing agent, are used by
mixing with adhesives for controlling and promoting the
curing effect of adhesives. All of the hardeners were sold
by the Group pursuant to the distribution arrangement with
an independent hardener supplier, details of which are set
out in the paragraph headed “Suppliers” under the section
headed “Business” in this prospectus. For each of the three
years ended 30 September 2009 and the four months ended
31 January 2010, sales of hardeners contributed
approximately 20.5%, 17.3%, 16.8% and 15.6%
respectively to the Group’s total turnover.
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The Group also, to a lesser extent, produced and sold adhesives and primers on OEM
basis, and sold raw materials of adhesives and primers to its customers. For each of the three
years ended 30 September 2009 and the four months ended 31 January 2010, sales of raw
materials as well as the sales of adhesives and primers on OEM basis contributed an aggregate

of approximately 0.9%, 1.7%, 1.1% and 0.4%, respectively to the Group’s total turnover.

The following table shows the breakdown of the Group’s turnover by customer type
during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$°000 % HK$000 % HK$'000 % HK$'000 % HK$'000 %
(unaudited)

Footwear

manufacturer 204,255 93.6 259,665 90.2 247,171 924 85,750 90.0 81,023 92.9
PRC

distributor'" 13,872 6.4 253863 9.0 19,660 1.3 9,167 9.6 5,877 6.7
Others” - - 2,280 0.8 748 0.3 381 0.4 320 0.4
Total 218,127 100 287,808 100 267,579 100 95,298 100 87,220 100
Notes:
1. This refers to the sale to the PRC distributor which has entered into a distribution agreement with Group

for the distribution of the Group’s adhesives and primers under the Group’s own brand “Zhong Bu” and
hardeners under third party’s brand “IRODUR” in the PRC. Details of which are set out under the
paragraph headed “Customers” under the section headed “Business” in this prospectus.

2. Production and sales of adhesives related products on OEM basis for footwear adhesive manufacturers.

The Group positioned itself and promoted its products in the first tier segment in the
footwear adhesive market. Sales of the Group experienced satisfactory growth in the year
ended 30 September 2008, which recorded a growth of approximately 32.0% compared to that
of the year ended 30 September 2007. Such growth in turnover was mainly attributable to the
increasing demand on footwear products, especially in the PRC, which led to the increase in
demand of footwear production materials such as adhesives, primers and hardeners. The
turnover derived from the sales of adhesives increased by approximately 38.9%, while the
turnover of primers and hardeners grew by approximately 29.5% and 11.5% respectively for
the year ended 30 September 2008 from the year ended 30 September 2007. The Directors
believe that the growth in turnover of the Group was attributable to the continuous efforts and
resources made by the Group in research and development team as well as marketing and

technical services team and the increase in the ASP per tonne of the Group’s products.
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The Group experienced a slight decrease in turnover of approximately 7.0% for the year
ended 30 September 2009. The decrease in turnover was mainly due to the global financial
turmoil in the second half of 2008, which led to a decrease in the global demand for footwear
products. The economic downturn had an adverse impact on the export of footwear products
in the PRC, which led to a decrease in the demand for footwear production materials such as
adhesives, primers and hardeners. Despite the market slowdown, the negative influence on the

Group’s turnover has been well managed by the Group.

The Directors believe that as most of the Group’s footwear manufacturer customers had
received purchase orders from their footwear suppliers before the financial turmoil in 2008 and
had to deliver footwear products to their footwear suppliers within 2008, the demand for the
Group’s products during the year ended 30 September 2008 was not materially affected by the
negative impact of financial turmoil in the second half of 2008. However, such financial
turmoil has continued to adversely affect the footwear industry and the purchase orders from
footwear suppliers to footwear manufacturers in the first half of 2009. In such regard, the
footwear suppliers became conservative in 2009, which led to the decease in demand for
footwear materials from footwear manufacturers and also led to the decease of the Group’s
adhesive related products. Thus the turnover of the Group decreased by approximately 8.5%
from approximately HK$95.3 million for the four months ended 31 January 2009 to
approximately HK$87.2 million for the four months ended 31 January 2010.

The following table shows the breakdown of the Group’s turnover by products during the
Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HKS$°000 % HKS$'000 % HK$'000 % HK$'000 % HK$'000 %
(unaudited)
Adhesives 116,567 534 161,852 563 150973 564 52242 548 48994 562
Primers 54883 252 71,080 247 68741 257 24470 257 24251 278
Hardeners 44752 205 49918 173 44862 168 17,707 186 13,631 156
Others (Note) 1,925 0.9 4957 1.7 3,003 1.1 879 0.9 344 04
Total 218,127 100.0 287,808  100.0 267,579  100.0 95298  100.0 87,220  100.0

Note: Sale of raw materials, and sale of adhesives and primers produced and sold by the Group under OEM
basis.
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The following table shows the breakdown of the Group’s sales volume and ASP by
products during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
ASP ASP ASP ASP ASP
per per per per per
tonne tonne tonne tonne tonne

Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000  Tonnes HK$'000

Adhesives 7,999.1 146 10,197.0 159 94063 16.1 2472 211 2422 20.2

Primers 2487.0 21 30578 22 29213 235 1,121 218 1,166 20.8

Hardeners 3052 1466 307.5 1623 369.6 1214 159 1114 17 1165

Others (Note) 24 8021 29 1,709.3 1.0 3,003.0 4 20.9 11 313
Total 10,793.7 13,565.2 12,698.2 3,794 3,716

Note: Sale of raw materials, and sale of adhesives and primers produced and sold by the Group under OEM
basis.

For the year ended 30 September 2008, the ASP of adhesives, primers and hardeners
increased by approximately 8.9%, 5.0% and 10.7% respectively. Such increase was mainly
resulted from the Group’s increase in its selling prices to cope with the increased crude oil
price as well as the cost of raw materials. The growth in ASP of each of adhesive, primer and
hardener also led to the increase in the total turnover of the Group for the year ended 30
September 2008. For the year ended 30 September 2009, the ASP of adhesives and primers
were relatively stable as compared with those for the year ended 30 September 2008. However
the ASP of hardeners dropped by approximately 25.2%, which was mainly due to the increase
in the proportion of sale of hardeners with lower ASP. Hardeners are used as curing agent by
mixing with adhesive for controlling or promoting the curing effect of adhesive, therefore
different types of hardener will be applied to different types of adhesive. The ASP of other
products increased by 75.7% for the year ended 30 September 2009 as compared with the ASP
for the other products for the year ended 30 September 2008. Although the average ASP of
adhesive and primer were relatively stable and the ASP of other products recorded an increase
during the year 30 September 2009, the turnover of the Group dropped from approximately
HK$287.8 million for the year ended 30 September 2008 to approximately HK$267.6 million
for the year ended 30 September 2009, which was due to the fact that (i) the sale of adhesive
and primer dropped by approximately 6.7% and 3.3% respectively; and (ii) ASP of hardener
dropped by approximately 25.2%, for the year ended 30 September 2009.
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For the four months ended 31 January 2010, the ASP of each of adhesives and primers
dropped approximately HK$1,000 per tonne compared to that for the corresponding period in
2009. Such drop in ASP was mainly due to the adjustment made by the Group in view of the
drop in the Group’s cost of goods sold resulting from the global decline in prices of petroleum
by-products. The ASP of each of hardeners and raw materials increased for the four months
ended 31 January 2010 compared to the corresponding period in 2009 was mainly due to the

sale of the type of hardeners and raw materials with relatively higher selling price.

The following table shows the breakdown of the Group’s turnover by geographical
locations during the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HKS$°000 % HK$'000 % HK$'000 % HK$'000 % HK$'000 %
(unaudited)

Turnover
PRC 156,427 717 204,197 699 172,012 643 63,601 667 50508 579
Vietnam 61,700 283 86,611  30.1 95567 357 31,697 333 36712 421
Total 218,127 100.0 287,808  100.0 267,579  100.0 95298  100.0 87,220  100.0

During the Track Record Period, the Group’s sales to the PRC dropped gradually from
approximately 71.7% for the year ended 30 September 2007 to approximately 64.3% for the
year ended 30 September 2009 and further to approximately 57.9% for the four months ended
31 January 2010. Such decrease was mainly due to the increase in turnover contribution of the
Vietnam market. The Group’s sales to the Vietnam market (as a proportion to the Group’s total
turnover) increased from approximately 28.3% for the year ended 30 September 2007 to
approximately 35.7% for the year ended 30 September 2009 and was further increased to
approximately 42.1% for the four months ended 31 January 2010. The Directors believe that
the increase in sales to Vietnam during the Track Record Period was due to the growing
footwear manufacturing industry in Vietnam. In view of the low labour cost and preferential
policy offered to foreign investments such as tax benefit and land-use right in Vietnam and
barring unforeseen circumstances, the Directors believe that the footwear manufacturers will

continue to invest in Vietnam.
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Cost of goods sold

The following table shows the breakdown of the cost of goods sold of the Group during
the Track Record Period:

Year ended 30 September Four months ended 31 January
2007 2008 2009 2009 2010
HK$'000 % HK$'000 % HK$'000 % HK$'000 % HK$'000 %
(unaudited)
Cost of
inventories 174,135 98.1 235587 979 197748 977 76559 977 648069  98.0
Royalty fees 2,286 1.3 3,341 1.4 3,309 1.6 1,226 1.5 956 1.4
Business tax 1,101 0.6 1,597 0.7 1,448 0.7 542 0.7 403 0.6
Total 177,522 100.0 240,525  100.0 202,505  100.0 78,327  100.0 66,228  100.0

Major component of the cost of goods sold was the cost of inventories during the Track
Record Period. The cost of inventories arose from the cost of raw materials used for the
production of adhesives and primers, and the purchase of hardeners under the distribution
arrangement. During the Track Record Period, the cost of inventories represented more than
97% of the total cost of goods sold of the Group.

The total cost of goods sold increased by approximately 35.3% for the year ended 30
September 2008 compared to the year ended 30 September 2007, which was mainly due to the
increase in purchase of raw materials to cope with the growth in turnover during such period.
For the year ended 30 September 2009, the cost of goods sold recorded a decrease of
approximately 15.8%. Such decrease was mainly attributable to the global decline in prices of
petroleum by-products, being the raw materials for adhesive, primer and hardener. For the four
months ended 31 January 2010, the cost of goods sold decreased by approximately 16.7%
compared to the four months ended 31 January 2009. Such decease was due to the decrease in
cost of raw materials and was also in line with the decrease of the Group’s turnover during such
period. Apart from the cost of inventories, the remaining cost of goods sold included business

tax and royalty fees.

During the Track Record Period, the fluctuation in the business tax and royalty fees paid

by the Group was substantially in line with the fluctuation of the turnover of the Group.
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Gross profit and gross profit margin

The following table shows the breakdown of the Group’s gross profit and gross profit
margin of the Group during the Track Record Period:

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
HK$’000  HK$'000  HK$’000  HK$'000  HK$ 000
(unaudited)
Turnover 218,127 287,808 267,579 95,298 87,220
Gross profit 40,605 47,283 65,074 16,971 20,992
Gross profit margin 18.6% 16.4% 24.3% 17.8% 24.1%

The purchases of the principal raw materials accounted for approximately 77.8%, 60.5%,
55.5% and 55.8% of the Group’s total purchases for each of the three years ended 30 September
2009 and the four months ended 31 January 2010 respectively. Since the raw materials of the
Group are mainly the by-products of crude oil, the cost of the raw materials of the Group is
sensitive to the fluctuation of the global crude oil price. The average of the global crude oil
price was approximately US$66.92 per barrel, US$107.95 per barrel, US$58.36 per barrel and
US$76.63 per barrel for each of the years ended 30 September 2009 and the four months ended
31 January 2010 respectively, representing an increase of approximately 61.3% from 2007 to
2008 and a decrease of approximately 45.9% from 2008 to 2009. The fluctuation of the global
crude oil price had direct influence on the cost of goods of the Group during the Track Record
Period. For each of the three financial years ended 30 September 2009 and the four months
ended 31 January 2010, the gross profit margin of the Group was approximately 18.6%, 16.4%,
24.3% and 24.1% respectively, which was in line with the fluctuation of the global crude oil
price from 2007 to early 2010. Should there be any increase in the price of any raw materials
and the Group is unable to pass on such increase to the customers, the financial performance

of the Group may be adversely affected.

For the year ended 30 September 2009, the gross profit increased by approximately 37.6%
compared with the year ended 30 September 2008, and the gross profit margin also recorded
a significant increase from approximately 16.4% to 24.3%. The main reasons for the improved
gross profit margin were (1) the Group constantly positioned and promoted its products in the
first-tier segment in the footwear adhesive market with relatively higher selling prices; and (2)
the decrease in costs of raw materials resulted from the global decline in prices of petroleum

by-products.
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For the four months ended 31 January 2010, the gross profit increased by approximately
23.7% compared with the four months ended 31 January 2009, and the gross margin also
recorded a significant increase from approximately 17.8% to 24.1%. The main reason for such
improved gross profit margin was due to the decrease in cost of raw materials resulted from

the global decline in prices of petroleum by-products.

Other income

Other income mainly consists of (a) interest income from bank balance deposit, (b)

foreign exchange gains and (c) rental income.

Changes in fair value of investment properties

Investment properties are the interest in land and buildings held to earn recurring income
and/or for capital appreciation. The investment properties of the Group currently comprise
commercial properties held for rental purpose and/or for capital appreciation. The investment
properties were revalued by LCH (Asia-Pacific) Surveyors Limited as of 31 May 2010 by
reference to comparable market transactions and where appropriate on the basis of

capitalisation of their net property income.

The fair value of investment properties owned by the Group substantially appreciated
from approximately HK$1.4 million for the year ended 30 September 2007 to approximately
HK$5.5 million for the year ended 30 September 2008, but recorded a loss of approximately
HK$4.0 million in 2009 due to the downturn in property market in Macau for the year ended
30 September 2009. In view of the property market recovery in late 2009, the fair value of
investment properties owned by the Group slightly increased by approximately HK$0.3 million
as at 31 January 2010.

Selling and distribution costs

Selling and distribution costs represented marketing and promotion costs of the Group’s
products, which grew from approximately HK$6.4 million to HK$8.2 million and HK$10.3
million for each of the three years ended 30 September 2009 respectively. The constant
increase in selling and distribution costs was mainly due to the increased allocation in
resources to in marketing and technical services team. The objective of the team is to capture
the growing demand for the Group’s products and to further enhance the market share in the

first-tier segment in the footwear adhesive market.

For the four months ended 31 January 2010, the selling and distribution costs decreased
by approximately 19.8% compared with the four months ended 31 January 2009. Such decrease
was in line with the decrease in turnover of the Group.
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Administrative expenses

Administrative expenses mainly comprise salaries, bonuses, allowances and retirement
benefit scheme contributions, depreciation, rental expenses and general administrative related
expenses. The administrative expenses were approximately HK$17.0 million, HK$16.1 million
and HK$20.6 million, representing approximately 7.8%, 5.6% and 7.7% of the Group’s
turnover for each of the three years ended 30 September 2009 respectively. The increase in
approximately 27.6% in administrative expenses for the year ended 30 September 2009 (as
compared with that for the year ended 30 September 2008) was mainly due to the additional
expenses for the preparation for the establishment of the new production plants in Bangladesh,
Vietnam and the PRC. For the four months ended 31 January 2010, the administrative expenses
of the Group were relatively stable as compared to the corresponding period in 2009.

Finance costs

The Group’s finance costs mainly comprise interest on bank borrowings wholly repayable
within five years and bank overdrafts. The interest costs on bank borrowings recorded
approximately HK$1.6 million, HK$2.7 million, HK$2.0 million and HK$0.5 million for each
of the three years ended 30 September 2009 and the four months ended 31 January 2010
respectively.

Taxation and effective tax rate
Background

The tax expense was calculated at the rates of tax prevailing in the countries or
jurisdictions in which the Group operated, based on existing legislation, interpretations and
practices in respect thereof.

Great Oasis was the principal trading arm of the Group during the Track Record Period
and up to the Latest Practicable Date. It acted as the account-holder of purchases and sales
transactions dealt with outsiders unrelated to the Group. It is responsible for the procurement
of raw materials from suppliers and in turn selling to Zhongshan Macson and Zhuhai Centresin
for processing and production. Great Oasis, with its business activities in Macau, shall be
subject to Macau Complimentary Tax, a corporate tax.

Zhongshan Macson and Zhuhai Centresin are the manufacturing arms of the Group. The
finished products of Zhongshan Macson and Zhuhai Centresin will be sold to Great Oasis for
sale to the footwear manufacturer customers. Zhongshan Macson and Zhuhai Centresin were
established in the PRC and should be subject to PRC Enterprise Income Tax.

Vietnam Centresin is principally engaged in simple processing for the Group’s products
where raw materials were basically imported for processing and all the processed goods were
delivered by Vietnam Centresin to the Group’s customers in Vietnam. In this regard, Vietnam
Centresin was not subject to import and export taxes and export sales are subject to Value
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Added Tax (“VAT”) rate of 0% as according to the Vietnamese law on VAT. Vietnam Centresin
was entitled to Corporate Tax exemption from years 2006 to 2008 and was loss-making in years
2008 and 2009. For the four months ended 31 January 2010, the profit was set off by losses
brought forward.

ISH is principally engaged in trading activities for the Group. ISH was established and
registered in Macau, and its profits should be subject to Macao Complimentary Tax at
progressive rates from 9% and capped at 12%, with tax liabilities discharged timely and
properly. Except for motor vehicles, tobacco and beverages, Macau is a free port and basically
no import duties are levied, thus the adhesives and related chemical products imported by ISH

were not subject to import duties.

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, the Group recorded an effective tax rate of approximately 1.1%, 2.6%, 4.3% and
7.0% respectively. Such low effective tax rate was due to the fact that certain portion of the

Group’s profits were not chargeable due to the following situations:

. set off by losses of the relevant PRC subsidiaries (i.e. Zhongshan Macson and

Zhuhai Centresin) brought forward from previous years.

. after the losses were used up, the initial 2 years were exempted by a tax holiday.

In addition to the above, certain portion of the Group’s profits were contributed by
Bracorp and Benino, which carried out technology development/technical assistance and
marketing/promotion activities in the PRC. The Directors are of the view that these activities
represent as the Group’s key success factors for its expansion and sustainability. They were
compensated by charging services fees to Great Oasis, a trading company, based on the latter’s
turnover driven by means of these activities.

Such service fees charged by each of Bracorp and Benino were determined with reference
to the size of orders contributed by their services, which was similar to the market practice.
Having discussed with the management of the Group in relation to the transfer pricing policy
of the Group and reviewed the cost structure of each of Bracorp and Benino and relevant tax
filings of each of Bracorp and Benino in the PRC, where they were operated, the Joint Sponsors
concur with the Director’s view that the transfer pricing policy of the Group is fair and
reasonable.

As the aforementioned activities were rendered in the PRC, Bracorp and Benino should
be subject to PRC Business Tax at 5% of the gross income. According to the management of
the Group, PRC Business Tax was duly paid; whereas, Bracorp and Benino were not subject
to PRC EIT on their net profits, after the PRC Business Tax were paid, on the grounds that they
did not maintain a permanent establishment in the PRC. The PRC Business Tax was levied on
the gross income directly and charged before “Profit before taxation”, on top of the income
taxes.
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As indicated above, though the income of Bracorp and Benino were principally derived
from the PRC, they did not have any regular presence, such as permanent establishment in the
PRC. According to Article 2 of the PRC EIT Law, a non-resident company shall be subject to
EIT only when it has a taxable set-up/permanent establishment in the PRC. The PRC EIT
regime follows the general guidelines of the Organization of Economic Cooperation and
Development (“OECD”) that a permanent establishment shall be constituted inter alia when a
factory, office or a building site is set up. The Group’s management confirmed that the
servicing activities of Bracorp and Benino were more by the ad hoc projects than a regular

servicing base.

Since there is no agreement between the government of the PRC and BVI for the
avoidance of double taxation, the staff assigned by Bracorp and Benino to provide their
respective service to Zhuhai Centresin and Zhongshan Macson will be deemed to have
permanent establishment in the PRC and subject to PRC EIT. However the Company’s legal
adviser as to the PRC laws is of the view that, having considered that the tax reportings were
duly agreed and processed by the PRC authorities in-charge of Bracorp and Benino, and there
was neither challenge nor enquiry from such PRC authorities in-charge regarding EIT, the
permanent establishment or related exposure of Benino and Bracorp is minimal in the PRC.

As to Great Oasis, it was the principal trading arm of the Group by selling raw materials
to Zhongshan Macson and Zhuhai Centresin, followed by sales of the finished products back
to Great Oasis. Having considered that the operation of Great Oasis were carried out in Macau
and should be considered as trading with the PRC, without a taxable presence in the PRC,
Company’s legal adviser as to PRC laws is of the view that Great Oasis’s trading activities with
the PRC companies aforementioned could be considered as not constituting as a permanent
establishment and should be duly acceptable as not subject to the EIT.

Tax effect of tax exemption

The following table shows the tax effect of tax exemption granted to Zhuhai Centresin,
Vietnam Centresin, Bracorp and Benino during the Track Record Period.

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

Zhuhai Centresin - - 3,716 917 877
Vietnam Centresin 858 - - - 70
Bracorp 2,314 2,282 1,921 736 580
Benino 3,471 4,084 3,672 1,378 935
Total 6,643 6,366 9,309 3,031 2,462
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Zhuhai Centresin was established in the PRC on 29 July 1999 to carry out manufacturing
operations. It was entitled to tax holiday of PRC EIT and should be exempted from PRC EIT
for the years ended 31 December 2008 (being its first profit making year) and 2009, followed
by 50% reduction during the three years ending 31 December 2010, 2011 and 2012. No PRC
EIT exemption for 2007 and 2008 as Zhuhai Centresin is loss-making for both years.

In addition to the tax exemption granted to the abovementioned companies, Zhongshan
Macson was established in the PRC on 22 September 1998 to carry out manufacturing
operations. It was entitled to tax holiday of PRC EIT and should be exempted from PRC EIT
for the years ended 31 December 2002 and 2003, followed by 50% reduction during the three
years ended 31 December 2004, 2005 and 2006. Zhongshan Macson made profits in years 2007
and 2008 where its PRC EIT was partially set off by losses brought forward from previous

years. The fluctuation was in line with the profits before tax of Zhongshan Macson.

Vietnam Centresin was established in Vietnam to carry out processing operations. It was
entitled to tax holiday of Vietnam Corporate Income Tax for the years ended 31 December
2006, 2007 and 2008, followed by 50% reduction for 7 years starting from 2009. No EIT
exemption for the years ended 31 December 2008 and 2009 as Vietnam Centresin is
loss-making for both years. Vietnam Centresin made profit in the 4 months ended 31 January
2010, and it was set off by losses brought forward.

Bracorp and Benino, though being non-PRC established companies, carry out certain of
their servicing activities in the PRC. Since they did not maintain any permanent establishment
in the PRC, they should not fall into the scope of charge of the PRC EIT, and the effect
indicated above was in connection with this. Whereas, according to the Business Tax
Regulations of the PRC, they shall be subject to Business Tax at 5% of the gross income,
despite the absence of permanent establishment in the PRC; and it was noted that they had
reported and settled the Business Tax in accordance with the regulations aforementioned.

Great Oasis was the principal trading arm of the Group. Its business activities were
carried out by the directors and management who habitually resided in Macau during the Track
Record Period. Hence it shall be prima facie subject to Macau Complimentary Tax up to 12%.
It was noted that the relevant tax liability was insignificant and adequately accrued at the

accounts of Great Oasis.
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The following table shows the effective tax rate including PRC EIT, PRC Business Tax
and Macau Complementary Tax of each of the Group’s companies during the Track Record
Period:

Four months ended

Year ended 30 September 31 January
2007 2008 2009 2009 2010
(unaudited)
PRC EIT
Zhongshan Macson (Note 1) 0% 14% (9%) 15% 0%
Zhuhai Centresin (Note 2) 0% 0% 10% 0% 10%
PRC Business Tax (Note 3)
Bracorp 6% 6% 7% 6% 7%
Benino 6% 6% 6% 6% 7%
Macau Complementary
Tax
Great Oasis 7% 6% 0% 0% 0%
Greenfield (Note 4) 0% 0% 0% 0% 0%
ISH (Note 5) 9% 11% (12%) 14% 0.2%
Macson (Note 4) 0% 0% 0% 0% 0%
Righton (Note 4) 0% 0% 0% 0% 0%
Vietnam Corporate Tax
Vietnam Centresin (Note 6) 0% 0% 0% 0% 0%

Notes:

1. For the year ended 30 September 2007 and the four months ended 31 January 2010, profits set off by
losses brought forward. For the year ended 30 September 2009, negative effective tax rate resulted from
a ratio of accrual of tax payment through quarterly filing versus loss (negative profits).

2. For the year ended 30 September 2007, at loss. For the year ended 30 September 2008, tax holiday. For
the year ended 30 September 2009, tax holiday, but anticipated profits distribution subject to
withholding tax (deferred tax).

3. Tax rate at 5% on the gross income.

4. Non-profitable

5. Tax rate from 9% and capped at 12%. For the year ended 30 September 2009, negative effective rate
resulted from the deferred tax impact on the revaluation loss of real property. For the four months ended
31 January 2010, effective tax rate represents deferred tax impact on the revaluation gain of real

property.

6. Loss and/or tax holiday. For the four months ended 31 January 2010, profits set off by losses brought
forward.
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The following tables show the relevant taxes of the Company’s subsidiaries during the
Track Record Period:

(HKS'000)

Profit/(Loss) hefore tax
Current Tax

Macau Complimentary Tax
PRC EIT

PRC BT

Deferred Tax

Macau Complimentary Tax
PRC EIT

(HKS'000)

Profit/(Loss) before tax
Current Tax

Macau Complimentary Tax
PRC EIT

PRC BT

Deferred Tax

Macau Complimentary Tax
PRC EIT

(HKS 000)
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Four Months Ended 31 January 2009 (unaudited)

Zhongshan ~ Zhuhai  Vietnam Great

(HKS$'000) Macson Centresin Centresin ISH Righton Greenfield Macson ~ Oasis Bracorp  Bemino  Total
Profit/(Loss) before tax (489) 3593 (L156) 1,853 2) (10) G) (G197 2943 5514 7046
Current Tax

Macau Complimentary Tax - - - 260 - - _ - - - %0
PRC EIT 4 - - - - - - - - - i
PRC BT - - - - - - - - 187 355 54
Deferred Tax

Macau Complimentary Tax - - - - - - - - - - -
PRC EIT - 360 - - - - - - - - 360

Four Months Ended 31 January 2010

Zhong Bu
Zhongshan ~ Zhuhai  Vietnam Centresin Bangladesh Macau Great

(HKS$’000) Macson  Centresin ~ Centresin (GZ)  Centresin ISH  Righton Greenfield ~ Macson Centresin Qasis ~ Bracorp  Benino Total
Profit/(Loss) before tax 59 3401 558 (346) (47 (4691) (2) 1 v} 30 193 2320 3,740 5,040
Current Tax

Macau Complimentary Tax - - - - - - - - - - - - - _
PRC EIT - - - - - - - - - - - - _ _
PRC BT - - - - - - - - - - - 157 28 40
Deferred Tax

Macau Complimentary Tax - - - - - 1 - - - - _ _ _ 1
PRC EIT - M3 - - - - - - - - - - - 3

Other comprehensive income

The other comprehensive income included the translation differences arising from foreign
operations in the PRC and Vietnam. The Group recorded other comprehensive income of
approximately HK$1.5 million, HK$2.8 million and a loss of approximately HK$0.3 million
for each of the three years ended 30 September 2009 and the four months ended 31 January
2010 respectively. The loss on translation of foreign exchange in the year ended 30 September
2009 was mainly due to the depreciation of VND against US$ and HKS.

Legal reserve in Macau

In accordance with the provisions of the Macau Commercial Code issued by the
government of Macau, the Macau subsidiaries of the Company are required to transfer from
their annual net profit at a minimum rate of 25% to a legal reserve before the appropriation of
profits to dividend until the legal reserve reaches 50% of the respective subsidiaries’ registered
capital. The legal reserve is not distributable to shareholders.
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During the Track Record Period, the following Macau subsidiaries of the Company are

subject to the above requirements:

1. ISH

2. Greenfield

3. Macson

4.  Righton

5. Macau Centresin

As at the Latest Practicable Date, no legal reserve was noted for Greenfield, Macson,
Righton and Macau Centresin during the Track Record Period because these Macau

subsidiaries were either making losses or their respective legal reserves are immaterial.

Legal reserve of the Group wholly represents that from ISH, details as below:

As at 30 September As at 31 January
2007 2008 2009 2009 2010
HK$’000 HK$'000 HK$'000 HK$000 HKS$ 000
(unaudited)
Registered capital
of ISH (A) 874 874 874 874 874
Maximum legal
reserve
(50% of A) B) 437 437 437 437 437
Profit (loss) for
the year/period © 1,829 4,715 (1,577) 1,593 (4,702)
Transfer to legal
reserve (25% of
(0] D) 457 1,179 - - -
Legal reserve at
year end (lower
of B or D) 437 437 437 437 437

The HK$24,588,000 dividend paid by ISH in 2008 was distributed after satisfaction of the

legal reserve requirement.
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FACTORS AFFECTING THE GROUP’S RESULTS OF OPERATIONS

The Group’s results of operations and financial condition have been and will continue to
be affected by a number of factors, including but not limited to the following factors as set
forth below:

Business environment and impact on global economic turmoil

Demand for the Group’s products is generally affected by the global general
economic conditions. In view of the financial turmoil in late 2008, the economic
slowdown continued and affected the operating results of the Group. The Group’s
turnover decreased from approximately HK$287.8 million for the year ended 30
September 2008 to approximately HK$267.6 million for the year ended 30 September
2009. However, such economic slowdown has caused approximately 7.0% drop in the
Group’s turnover for the year ended 30 September 2009 (as compared to that for the year
ended 30 September 2008). The Directors believe that such limited reduction in turnover
was mainly due to the Group’s competitive edge such as good product quality and
after-sales services offered to its customers. Although the economic slowdown has
adversely affected the turnover of the Group, the corresponding decrease in prices of
petroleum by-products, being the principal raw materials of the Group’s products,
improved the profit margin of the Group for the year ended 30 September 2009 and the
four months ended 31 January 2010.

The Directors believe that the financial condition and results of operations of the
Group are and will continue to be affected by the overall economic conditions. In order
to maintain and/or further increase the Group’s market share in the footwear adhesive
market and to improve the results of operations of the Group, the Group will expand its
production capacity, improve its product quality and after-sales services, and enhance the
research and development capability of the Group.

Production capacity

The Directors believe that the financial condition and result of operation of the
Group will be subject to the Group’s ability to maintain high level of production capacity.
In anticipation of the growing demand for the Group’s products, the Group has expanded,
and will continue to expand the scale of its operation. For each of the three years ended
30 September 2009 and the four months ended 31 January 2010, the capital expenditures
of the Group in relation to such expansion were approximately HK$9.7 million, HK$1.6
million, HK$1.1 million and HK$0.55 million respectively. As at the Latest Practicable
Date, the Group had, in aggregate, three production plants located in the PRC and
Vietnam. Such production plants have an aggregate annual production capacity of
approximately 14,610 tonnes of adhesives and approximately 9,369 tonnes of primers. In
order to capture the expected increase in the Group’s products, the Group planned to
establish three additional production plants in the PRC, Vietnam and Bangladesh. Details
of which are set out in the paragraph headed “Production facilities” in the “Business”
section to this prospectus.
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Cost of raw materials

The principal raw materials used by the Group include T f§ (methyl ethyl ketone),
Pl (acetone), FEME 2 fg (ethylene acetate), 4 p{#if§ (denka chloroprene) and
S E £ JulE (polyester polyol). The purchases of these principal raw materials accounted
for approximately 77.8%, 60.5%, 55.5% and 55.8% of the Group’s total purchases of
materials for each of the three years ended 30 September 2009 and the four months ended
31 January 2010 respectively. Since these raw materials are petroleum by-products, the
prices for these raw materials may be volatile in line with the market price of petroleum
and beyond the Group’s control. Since the Group has not entered into any long-term
agreements with its raw materials suppliers, the cost of goods sold and gross profit margin
will be subject to fluctuations in the cost of raw materials and the Group’s ability to pass
on any increase in raw materials price to its customers.

Foreign exchange rates

During the Track Record Period, the products of the Group were sold and delivered
to the foreign customers whose production facilities are located in the PRC and Vietnam.
As most of the customers of the Group have their respective headquarters in Taiwan and
the sale of the Group have been classified as export sale under relevant regulation in the
PRC, although the goods were delivered in the PRC, the sales of the Group was
denominated in NTD and were billed to the headquarters of its customers in Taiwan and
was settled in USD.

For each of the three years ended 30 September 2009 and the four months ended 31
January 2010, approximately 15.8%, 16.6%, 12.8% and 8.7% of the sales of the Group
were denominated in NTD respectively, and approximately 31.1%, 35.8%, 43.4% and
50.9% of the sales of the Group were denominated in US dollar respectively, while the
cost of goods sold, except the raw material costs, and operating expenses have been
denominated primarily in RMB. For each of the three years ended 30 September 2009 and
the four months ended 31 January 2010, approximately 44.2%, 33.0%, 39.5% and 38.7%
respectively of the Group’s total purchase were denominated in US dollars.

As at the Latest Practicable Date, the Group had not entered into any hedging
transactions to reduce the exposure to foreign currency risk. Therefore, any significant
fluctuation in the exchange rate of RMB against US dollars and/or NTD may adversely
affect the financial results of the Group.

Taxation

During the Track Record Period, one of subsidiaries of the Company was entitled to
the preferential tax treatment exemption from the enterprise income tax for the first two
years and a 50% reduction in the enterprise income tax for the following three years,
commencing from the first profitable year after offsetting all unexpired tax losses carried
forward from the previous years in accordance with the relevant tax rules and regulations
applicable to foreign investment enterprise in the PRC. Furthermore, according to the new
Enterprise Income Tax Law passed by the National Peoples’ Congress of the PRC, the
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income tax rate for both domestic and foreign-investment enterprise was unified at 25%
effective from 1 January 2008 as opposed to 33% prior to such date.

On the other hand, Vietnam Centresin was entitled to exemption from Vietnam
income tax for three years commencing from its first profit making-year in 2006,
following by a 50% reduction from 2009 to 2015. The Directors believe that any
expiration and/or termination of such preferential tax treatment currently applicable to the
Group companies may materially and adversely affect the financial condition and results
of operation of the Group.

PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATION

Four months ended 31 January 2009 comparing to the four months ended 31 January
2010

Turnover

The Group recorded a turnover of approximately HK$87.2 million for the four months
ended 31 January 2010, representing a decrease of approximately 8.5% compared with the four
months ended 31 January 2009. The Directors attribute such decrease to the continued effect
of the global financial turmoil in the second half of 2008. The Directors believe that most of
the Group’s footwear manufacturer customers had received purchase orders from their
footwear suppliers before the financial turmoil in late 2008 and had to deliver footwear
products to their footwear suppliers within 2008, the demand for the Group’s products during
2008 were therefore not significantly affected by the negative effect of the financial turmoil in
late 2008. However such financial turmoil has continued to affect adversely the footwear
industry and the purchase orders from footwear suppliers to footwear manufacturers in the first
half of 2009. In such regard, the footwear suppliers with the footwear manufacturers had
become conservative in 2009, which led to the decease in demand of footwear materials from
footwear manufacturers and also led to the decease in sales of the Group’s adhesive related
products.

Cost of goods sold

The cost of goods sold decreased by approximately 15.4% from approximately HK$78.3
million for the four months ended 31 January 2009 to approximately HK$66.2 million for the
four months ended 31 January 2010. Such decrease was mainly due to the drop of the market
price of the Group’s raw materials.

Gross profit and gross profit margin

The gross profit of the Group increased by approximately 23.7% from approximately
HK$17.0 million for the four months ended 31 January 2009 to approximately HK$21.0
million for the four months ended 31 January 2010. The principal reason for such increase was
the increase in gross profit margin resulting from the decrease in the costs of raw materials
resulted from the global decline in prices of petroleum by-products.
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Other income

Other income decreased significantly by approximately 75.7% from approximately
HK$3.3 million for the four months ended 31 January 2009 to approximately HK$0.8 million
for the four months ended 31 January 2010, which was mainly due to the fact that an exchange
gain of approximately HK$2.8 million was recorded for the four months ended 31 January
2009 and approximately HK$0.4 million was recorded for the four months ended 31 January
2010.

Change in fair value of investment properties

The increase in value was due to appreciation of marketable value of a property located
in Zhuhai, the PRC, which was benefited from the continuous booming of the property price
in PRC.

Selling and distribution costs

The selling and distribution costs dropped by approximately 19.8% from approximately
HK$3.9 million for the four months ended 31 January 2009 to approximately HK$3.1 million
for the four months ended 31 January 2010 which was in line with the decrease in turnover.

Administrative expenses

For the four months ended 31 January 2010, the administrative expenses of the Group
remained relatively stable as compared to the corresponding period in 2009.

Other expenses

For the four months ended 31 January 2010, other expenses of approximately HK$4.9
million, being the listing expenses paid by the Group in relation to the Share Offer, was
incurred. No such expenses was recorded for the four months ended 31 January 2009.

Finance costs

The finance costs of the Group decreased significantly by approximately 48.6% from
approximately HK$936,000 for the four months ended 31 January 2009 to HK$481,000 for the
four months ended 31 January 2010. Such decrease was mainly due to the decrease in the
interest rate.

Profit before taxation

The profit before taxation of the Group decreased by approximately 28.5% from
approximately HK$7.0 million for the four months ended 31 January 2009 to approximately
HK$5.0 million for the four months ended 31 January 2010. Such decrease was mainly
attributable to the fact that the listing expenses of approximately HK$4.9 million as mentioned
above were incurred during the four months ended 31 January 2010.
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Taxation

The members of companies incorporated in Macau have sustained more expenses due to
the commencement of the preparatory work in connection with the Listing since October 2009
which reduced the profits and thereby reducing the amount of tax provision for the four months
ended 31 January 2009.

Profit for the period

The profit attributable to the owners of the Company decreased by 26.2% from
approximately HK$6.4 million for the four months ended 31 January 2009 to approximately
HK$4.7 million for the four months ended 31 January 2010, which was primarily due to the

factors aforementioned.

Financial year ended 30 September 2009 comparing to the financial year ended 30
September 2008

Turnover

The Group recorded a turnover of approximately HK$267.6 million for the year ended 30
September 2009, representing a slight decrease of approximately 7.0% compared with that for
the year ended 30 September 2008. Each of the product groups of the Group, being adhesives,
primers and hardeners, experienced approximately 6.7%, 3.3% and 10.1% decline in sales for
the year ended 30 September 2009 respectively. Such decreases were mainly due to the effect
of global financial crisis in late 2008, which led to significant decline in the global demand for

footwear products and thus the demand for footwear production materials.

Such decrease of turnover was reflected by the drop of sales volume from approximately
13,565 tonnes for the year ended 30 September 2008 to approximately 12,698 tonnes for the
year ended 30 September 2009 and a slight decrease in ASP per tonne from approximately
HK$21,220 for the year ended 30 September 2008 to approximately HK$21,100 for the year
ended 30 September 2009.

Cost of goods sold

The cost of goods sold decreased by approximately 15.8% from approximately HK$240.5
million for the year ended 30 September 2008 to approximately HK$202.5 million for the year
ended 30 September 2009. Since the cost of goods sold mainly comprised the cost of
inventories, the decline in price of petroleum in late 2008 led to the reduction of the price of
petroleum by-products as well as the cost of goods sold of the Group for the year ended 30
September 2009.
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Gross profit and gross profit margin

The gross profit of the Group increased by approximately 37.6% from approximately
HK$47.3 million for the year ended 30 September 2008 to approximately HK$65.1 million for
the year ended 30 September 2009. The Group’s gross profit margin increased from
approximately 16.4% for the year ended 30 September 2008 to approximately 24.3% for the
year ended 30 September 2009. The main reasons for the improved gross profit margin were
due to: (1) the Group constantly positioned and promoted its products in the first tier segment
in the footwear adhesive market with relatively higher selling prices; and (2) decrease in costs

of raw materials resulted from the global decline in prices of petroleum by-products.

Other income

Other income increased by approximately 6.2% from approximately HK$3.7 million for
the year ended 30 September 2008 to approximately HK$3.9 million for year ended 30
September 2009, which was mainly due to the increase in interest income.

Changes in fair value of investment properties

The Group recorded approximately HK$4.0 million losses for the year ended 30
September 2009 in the fair value of the investment properties, which was mainly due to the
downturn in property market in Macau as a result of the global financial crisis in late 2008.

Selling and distribution costs

Selling and distribution costs increased by approximately 25.1% from HK$8.2 million for
the year ended 30 September 2008 to approximately HK$10.3 million for the year ended 30
September 2009. Such increase was mainly due to the increased allocation of resources to

marketing and technical services team.

Administrative expenses

The administrative expenses of the Group increased by approximately 27.6% from
approximately HK$16.1 million for the year ended 30 September 2008 to approximately
HK$20.6 million for the year ended 30 September 2009. Such increase was mainly due to the
additional administrative expenses for the preparation for the establishment of the three new
production plants in the PRC, Vietnam and Bangladesh.

Finance costs

The finance costs of the Group decreased by approximately 27.2% from approximately
HK$2.7 million for the year ended 30 September 2008 to approximately HK$2.0 million for the
year ended 30 September 2009.
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Profit before taxation

The profit before taxation of the Group increased by approximately 9.3% from
approximately HK$29.3 million for the year ended 30 September 2008 to approximately
HK$32.1 million for the year ended 30 September 2009. Such increase was in line with the
increase in profit for the year ended 30 September 2009.

Taxation

The tax expenses of the Group increased by approximately 83.3% from approximately
HKS$0.8 million for the year ended 30 September 2008 to approximately HK$1.4 million for the
year ended 30 September 2009. The increase was mainly due to the record of the withholding
tax on the undistributed profits of approximately HK$1.5 million during 2009 (nil for 2008).

Profit for the year

The profit attributable to the owners of the Group increased by approximately 7.4% from
HK$28.6 million for the year ended 30 September 2008 to approximately HK$30.7 million for

the year ended 30 September 2009, which was primarily due to the factors aforementioned.

Other comprehensive income

The other comprehensive income of the Group recorded a loss of approximately HK$0.3
million for the year ended 30 September 2009, which was due to exchange losses arising from
the depreciation of VND against US$ and HKS.

Total comprehensive income

The total comprehensive income of the Group slightly decreased by approximately 3.1%
from approximately HK$31 million in the year ended 30 September 2008 to approximately
HK$30 million in the year ended 30 September 2009. Such decrease was mainly due to the loss

on translation of foreign exchange aforementioned.

Financial year ended 30 September 2008 comparing to the financial year ended 30
September 2007

Turnover

The Group recorded an increase in turnover of approximately 32.0% from approximately
HK$218.1 million for the year ended 30 September 2007 to approximate