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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should seek independent professional advice.

Better Home Group Holdin F%f Co., Limited

HR Mkt

(incorporated in the Cayman Islands with llmlted liability)

GLOBAL OFFERING

Number of Offer Shares under the : 125,000,000 Shares (subject to the Over-allotment
Global Offering Option)

Number of International Placing Shares : 112,500,000 Shares (subject to reallocation and the

Over-allotment Option)
Number of Hong Kong Offer Shares : 12,500,000 Shares (subject to reallocation)
Offer Price : Not more than HK$1.2 per Offer Share and
expected to be not less than HK$1.0 per Offer
Share, plus brokerage of 1%, SFC transaction
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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 and On
Display ” 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 (Winding up
and Miscellaneous Provisions) 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 other documents referred to above.

The Offer Price is expected to be determined by agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company on
the Price Determination Date. The Price Determination Date is expected to be on or around Friday, 5 November 2021 or such later date as may be agreed by the Joint Global
Coordinators and our Company, but in any event not later than Tuesday, 9 November 2021. The Offer Price will not be more than HK$1.2 per Offer Share and is currently
expected to be not less than HK$1.0 per Offer Share unless otherwise announced. Investors applying for Hong Kong Offer Shares must pay, on application, the maximum
Offer Price of HK$1.2 for each Offer Share together with brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%, subject to refund if
the Offer Price is lower than HK$1.2.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters), and with consent of our Company, may reduce the indicative Offer Price range stated in
this prospectus and/or the number of Offer Shares being offered at any time on or prior to the morning of the last day for lodging applications under the Hong Kong Public
Offering. In such a case, a notice of reduction of the indicative Offer Price range will be announced on the website of the Stock Exchange at www.hkexnews.hk and our
Company’s website at www.betterhomechina.com not later than the morning of the last day for lodging applications under the Hong Kong Public Offering. Further details
are set out in the sections headed “Structure and conditions of the Global Offering” and “How to apply for the Hong Kong Offer Shares” in this prospectus. If, for any
reason, the Offer Price is not agreed between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company on or before Tuesday, 9
November 2021, the Global Offering will not proceed and will lapse immediately.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in
the section headed “Risk factors” in this prospectus.

Prospective investors of the Hong Kong Offer Shares should note that the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to
subscribe, and to procure subscribers to subscribe for, the Hong Kong Offer Shares, are subject to termination by the Joint Global Coordinators (for themselves and on behalf
of the Underwriters) if certain events shall occur prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Further details of the terms of such provisions are set out in the
section headed “Underwriting” in this prospectus.

The Offer Shares have not been and will not be registered under the US Securities Act or any state securities law in the United States and may not be offered, sold, pledged
or transferred within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the US Securities Act and in
accordance with any applicable US state securities laws. The Offer Shares are being offered and sold only outside the United States in offshore transactions in reliance on
Regulation S under the US Securities Act.

30 October 2021
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Conditions imposed by the SFC pursuant to section 6(3)(b) of the Securities and Futures
(Stock Market Listing) Rules

Pursuant to section 6(3)(b) of the Securities and Futures (Stock Market Listing) Rules,
the SFC is imposing the following conditions to the Listing:

()

(ii)

Our Company having provided a complete list of the intermediaries involved in the
placing, distribution or underwriting of the Global Offering (including the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers,
underwriting syndicate members, non-syndicate sub-placing agents and
distributors) (each an “Intermediary” and together, the “Intermediaries’’) and the
amount of placing and underwriting commissions and incentives paid/to be paid to
each of them by 1700 hours Hong Kong time on the business day immediately
preceding the Listing Date.

Our Company, the Sole Sponsor and each of the Intermediaries (as the case may
be) having confirmed to the SFC and the Stock Exchange the following matters in
writing by 1700 hours Hong Kong time on the business day immediately preceding
the Listing Date:

(a) No benefits (in whatever form, including rebate, discount, incentive,
commission, loan or otherwise) have been or will be given by our Company,
any of its Controlling Shareholders, subsidiaries, Directors, senior
management or any of their respective associates, to (i) the Sole Sponsor, (ii)
any of the Intermediaries or (iii) any of the placees (including the ultimate
beneficial owners, subsidiaries, directors, senior management or the respective
associates of the parties referred to in (i), (ii) and (iii)) (together, the “Relevant
Parties”) directly or indirectly in connection with the Global Offering other
than those set out in the Sole Sponsor engagement letter, placing and
sub-placing agreements and/or underwriting agreements (as the case may be)
and this prospectus.

(b) No benefits (in whatever form, including rebate, discount, incentive,
commission, loan or otherwise) have been or will be given by the relevant
Intermediary (including its ultimate beneficial owner, subsidiaries, directors,
senior management or their respective associates) to (i) any other Intermediary
or (ii) any of the placees (including the ultimate beneficial owners,
subsidiaries, directors, senior management or the respective associates of the
parties referred to in (i) and (ii)) directly or indirectly in connection with the
Global Offering other than those set out in the placing and sub-placing
agreements and/or underwriting agreements (as the case may be) and this
prospectus.
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(o)

No side agreement, arrangement, undertaking or otherwise (verbal or written)
has been or will be entered into by our Company (including its Controlling
Shareholders, subsidiaries, Directors, senior management or their respective
associates) and the Relevant Parties in connection with the Global Offering or
any subsequent dealings in respect of the Company’s securities, other than
those set out in the respective Sole Sponsor engagement letter, placing and
sub-placing agreements and/or underwriting agreements (as the case may be)
and this prospectus.

(iili) Our Company undertakes that it will disclose the following in its first annual

report published after the Listing and the annual report for the first full financial

year after the Listing:

(a)

(b)

(o)

The confirmations set out in condition (ii) above;

The details of any transactions between (i) our Company, our Controlling
Shareholders, subsidiaries, Directors, senior management or their respective
associates; and (ii) any of the Relevant Parties, consultants or advisers
involved in the application of the Listing, commencing from the beginning of
the respective financial years and ending on the date of such respective annual
reports, or a negative statement where applicable; and

Where our Company or any of its subsidiaries is a party to the transaction(s)
referred to in condition (iii)(b) above, the views of our Company’s independent
non-executive Directors and our compliance adviser on whether such
transaction(s) was/were entered into in the ordinary and usual course of
business of our Company and its subsidiaries, conducted on normal
commercial terms and was/were in the interests of the Shareholders as a
whole.

(iv) The conditions imposed by the SFC for not objecting to the Listing are set out in

full in this prospectus. Notwithstanding that, the SFC may impose further

conditions for not objecting to the Listing at any time before the Listing.
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Conditions for our Company’s Listing imposed by the Listing Committee of the Stock

Exchange (the “Listing Committee”): -

The Listing Committee imposed the following two conditions to our Company’s Listing: -

()

(ii)

our Company and the Sole Sponsor should provide the Listing Committee with concrete
details of our Company’s marketing plan, including our strategies for investor targeting,
marketing, pricing and allocation. Where there is any subsequent departure from these
strategies, our Company and the Sole Sponsor should provide explanations and address

any further enquiries in this regard; and

our Company undertakes that it should report to its compliance advisor on the status of
the use of proceeds on a monthly basis for 12 months following its Listing, and our
Company and its compliance advisor should timely inform the Stock Exchange of
deviations from the use of proceeds and/or underwriting commission and listing expenses

as stated in this prospectus, and where appropriate, make announcements.

If our Company fails to fulfil the aforesaid condition (i) and undertake to comply with

condition (ii), listing approval will not be granted to our Company. Hence, our Company may

not obtain the listing approval for the Listing.
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We will issue an announcement in Hong Kong to be published on the Stock Exchange’s website

at www.hkexnews.hk and our Company’s website at www.betterhomechina.com if there is any

change in the following expected timetable of the Hong Kong Public Offering.

Hong Kong Public Offering commences™. . ........................ 9:00 a.m. on Saturday,

30 October 2021

Latest time for completing electronic applications under the
eWhite Form service through the designated

website www.ewhiteform.com.hk ®: . . ... ... ... ... ... 11:30 a.m. on Friday,
5 November 2021

Application lists of the Hong Kong Public Offering open® ... .......... 11:45 a.m. on Friday,
5 November 2021

Latest time for (1) completing payment of eWhite Form
applications by effecting PPS payment transfer(s); and (2) latest
time for giving electronic application instructions to
HKSCCH O 12:00 noon on Friday,
5 November 2021

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions via CCASS terminals to
apply for the Hong Kong Offer Shares on your behalf, you are advised to contact your broker or
custodian for the latest time for giving such instructions which may be different from the latest

time as stated above.

Application lists of the Hong Kong Public Offering close®®............. 12:00 noon on Friday,
5 November 2021

Expected Price Determination Date®™. ... ... .. ................. Friday, 5 November 2021

Announcement of the final Offer Price, the indication of levels of
interest in the International Placing, the level of applications in
respect of the Hong Kong Public Offering and the basis of
allotment of the Hong Kong Offer Shares under the Hong Kong
Public Offering to be published on the website of our Company

at www.betterhomechina.com and on the website of the Stock

Exchange at www.hkexnews.hk on or before® .. ... ... ... ... . Thursday, 11 November 2021
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Results of allocations in the Hong Kong Public Offering (with
successful applicants’ identification document numbers or Hong
Kong business registration numbers, where appropriate) to be
available through a variety of channels, including the website of

our Company at www.betterhomechina.com and the website of

the Stock Exchange at www.hkexnews.hk, as described in the

paragraphs headed “How to apply for the Hong Kong Offer
Shares — 11. Publication of results” in this prospectus from . ... Thursday, 11 November 2021

Results of allocations in the Hong Kong Public Offering will be
available at www.ewhiteform.com.hk/results with a “search by
ID Number” function from . ......... ... ... ... ... .... Thursday, 11 November 2021

Despatch/Collection of share certificates or deposit of share
certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Hong Kong Public
Offering on or before™ . . .. .. ... ... ... ... ... ... ... Thursday, 11 November 2021

Despatch/Collection of e-Refund payment instructions/refund
cheques in respect of wholly successful (if applicable) or wholly
or partially unsuccessful applications pursuant to the Hong Kong
Public Offering on or before”®-19 ... Thursday, 11 November 2021

Dealings in Shares on the Main Board are expected to
COMMENCE AL . . o vttt ettt e e e e e e e e e et et e e e 9:00 a.m. on Friday,
12 November 2021

The application for the Hong Kong Offer Shares will commence on Saturday, 30 October
2021 through Friday, 5 November 2021. Such time period is longer than the normal market
practice of four days. The application monies (including brokerage, SFC transaction levy and
Stock Exchange trading fee) will be held by the receiving bank on behalf of our Company and
the refund monies, if any, will be returned to the applicant(s) without interest on Thursday, 11

November 2021. Investors should be aware that the dealings in Shares on the Stock Exchange

are expected to commence on Friday, 12 November 2021.

Notes:

1. All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its conditions,
are set out in the section headed “Structure and conditions of the Global Offering” in this prospectus. If there is any
change in this expected timetable, an announcement will be published on the website of our Company at
www.betterhomechina.com and the website of the Stock Exchange at www.hkexnews.hk.

— 11 =
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You will not be permitted to submit your application under the eWhite Form service through the designated
website at www.ewhiteform.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already

submitted your application and obtained an application reference number from the designated website at or before
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.

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 Friday, 5 November 2021, the application lists will not
open or close on that day. Please refer to the paragraphs headed “How to apply for the Hong Kong Offer Shares —
10. Effect of bad weather and/or Extreme Conditions on the opening and the closing of the application lists” in this
prospectus. If the application lists do not open and close on Friday, 5 November 2021, the dates mentioned in this
section headed “Expected timetable” may be affected. We will make an announcement in such event.

Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC
should refer to the paragraphs headed “How to apply for the Hong Kong Offer Shares — 6. Applying through
CCASS EIPO Service” in this prospectus.

The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be on or
about Friday, 5 November 2021 (or such other date as may be agreed between the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) and our Company, but in any event not later than Tuesday, 9
November 2021). If, for any reason, the Offer Price is not agreed between the Joint Global Coordinators (for
themselves and on behalf of the Underwriters) and our Company by Tuesday, 9 November 2021, the Global
Offering (including the Hong Kong Public Offering) will not proceed and will lapse immediately.

None of the website or any information contained on the website forms part of this prospectus.

Applicants who apply through eWhite Form for 1,000,000 or more Hong Kong Offer Shares may collect share
certificates (if applicable) in person may do so from our Hong Kong Share Registrar, Boardroom Share Registrars
(HK) Limited, at 2103B, 21/F, 148 Electric Road, North Point, Hong Kong from 9:00 a.m. to 1:00 p.m. on
Thursday, 11 November 2021 or any other date notified by us as the date of despatch of share certificates/refund
cheques. Individuals who are eligible for personal collection must not authorise any other person(s) to make
collection on their behalf. Corporate applicants which opt for personal collection must attend by their authorised
representative(s) bearing a letter of authorisation from such corporation(s) stamped with the corporation’s chop.
Both individuals and authorised representatives (if applicable) must produce, at the time of collection, evidence of
identity acceptable to our Hong Kong Share Registrar.

Applicants who apply for the Hong Kong Offer Shares through CCASS EIPO service should refer to the section
headed “How to apply for the Hong Kong Offer Shares” in this prospectus for details.

If an applicant has applied for less than 1,000,000 Hong Kong Offer Shares, the Share certificate (if applicable)
and/or refund cheque will be despatched by ordinary post (at the applicant’s own risk) to the address specified on
the electronic application instructions to the eWhite Form Service Provider.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications and also in respect of successful applications in the event that the Offer Price is less than the initial
price per Hong Kong Offer Share payable on application. Part of your Hong Kong identity card number/passport
number, or, if you are joint applicants, part of the Hong Kong identity card number/passport number of the
first-named applicant, provided by you may be printed on your refund cheque, if any. Such data would also be
transferred to a third party to facilitate your refund. Your banker may require verification of your Hong Kong
identity card number/passport number before encashment of your refund cheque. Inaccurate completion of your

—iii -
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10.

Hong Kong identity card number/passport number may lead to delay in encashment of your refund cheque or may
invalidate your refund cheque. Further information is set out in the paragraphs headed “How to apply for the Hong
Kong Offer Shares — 14. Despatch/collection of share certificates and refund monies” in this prospectus.

Applicants who apply through eWhite Form service and paid their applications monies through single bank
account may have refund monies (if any) despatched to their application payment bank account, in the form of
e-Refund payment instructions. Applications who apply through eWhite Form service and paid their application
monies through multiple bank accounts may have refund monies (if any) despatched to the address as specified in
their application instructions to eWhite Form Service Provider, in the form of refund cheques, by ordinary post at

their own risk.

Share certificates will only become valid certificates of title provided that the Hong Kong Public Offering has
become unconditional in all respects and neither of the Underwriting Agreements has been terminated in accordance
with its terms. Investors who trade Shares on the basis of publicly available allocation details prior to the receipt of
their share certificates or prior to the share certificates becoming valid certificates of title do so entirely at their

own risk.
Uncollected Share certificates and refund cheques will be despatched by ordinary post (at the applicants’ own risk)

to the addresses specified in their application instructions. Further information is set out in the section headed
“How to apply for the Hong Kong Offer Shares — 13. Refund of application monies” in this prospectus.

The above expected timetable is a summary only. Particulars of the structure and

conditions of the Global Offering are set out in the section headed “Structure and conditions

of the Global Offering” in this prospectus. Details relating to how to apply for the Hong

Kong Offer Shares are set out in the section headed “How to apply for the Hong Kong Offer

Shares” 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 this prospectus in its entirety before you decide to invest in our 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. Various
expressions used in this section are defined or explained in the sections headed “Definitions”

and “Glossary” in this prospectus.

OVERVIEW

We are principally engaged in the design, development, manufacture and sale of a wide
variety of (i) laundry products; (ii) household cleaning tools; and (iii) kitchen gadgets, which are
common items of household necessity products. Our businesses are export-oriented and our
products are predominantly sold to the United States, the United Kingdom, Germany and Australia.
For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April 2021,
sales of our product to these countries in aggregate amounted to approximately RMB302.5 million,
RMB310.9 million, RMB342.0 million and RMB104.6 million, respectively, accounting for
approximately 92.0%, 92.3%, 88.9% and 82.8% of our total revenue for the corresponding years
and period, respectively. For the years ended 31 December 2018, 2019 and 2020 and the four
months ended 30 April 2021, the sales of our laundry products delivered to the United Kingdom,
Germany and Australia constituted approximately 85.1%, 86.2%, 79.2% and 75.6% of the total
revenue of our laundry products, respectively. For the years ended 31 December 2018, 2019 and
2020 and the four months ended 30 April 2021, our revenue generated from the sales of our
household cleaning products delivered to the United States accounted for approximately 84.3%,
85.2%, 84.8% and 71.5% of the total revenue of our household cleaning tools, respectively.
According to the CIC Report, we ranked second in the drying rack manufacturing market in the

PRC in terms of export revenue in 2020, with a market share of approximately 6.6%.

OUR BUSINESS MODEL

Our business is primarily conducted on an OEM and ODM basis. Our OEM business
generally involves the manufacture and sale of products mainly based on customers’ specifications,
technical drawings, samples and the choice of raw materials at target ex-factory price, and if

appropriate, with our inputs on the technical feasibility in the mass production of the products.

Our ODM business involves transforming our customers’ ideas and concepts into physical
products with various degree of involvement enabling our customers to enjoy our “one-stop
service” in terms of product design, selection of raw materials, production, and quality control for

their products.
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During the Track Record Period, we also generated a small portion of revenue from the sale
of products under our own brand, namely “Jia Ji Bao” (%3?:?%), to local customers in the PRC.
Since May 2020, our Group has started selling household necessity products under our own brands
to a customer which operates retail stores chains in the United Kingdom. Our Directors believe
that there will be no cannibalisation between our own-brand products and our OEM or ODM
products in the United Kingdom because of (i) different target customer types as our own-brand
products are targeted for end-consumers and/or distributors while our OEM or ODM products are
for brand owners and/or their authorised agents; and (ii) different price positioning as the proposed
selling price range of our own-brand products is generally lower than that of our OEM or ODM

products.

The following table sets forth the breakdown of our revenue, gross profit and gross profit

margin by business model for the years and periods indicated:

For the year ended 31 December

2018 2019 2020

Gross profit Gross profit Gross profit

Revenue Gross profit margin Revenue  Gross profit margin Revenue Gross profit margin

RMB’000  RMB’000 % RMB’000  RMB’000 % RMB’000  RMB’000 %
OEM 248,094 66,855 26.9 248,818 67,888 27.3 294,702 86,276 29.3
ODM 79,698 23,853 29.9 87,354 26,424 30.2 87,543 27,297 31.2
OBM 956 311 32.5 381 117 30.7 2,495 715 28.7
Total 328,748 91,019 27.7 336,553 94,429 28.1 384,740 114,288 29.7

For the four months ended 30 April
2020 2021
Gross profit Gross profit
Revenue Gross profit margin Revenue Gross profit margin
RMB’000 RMB’000 % RMB’000 RMB’000 %
(unaudited) (unaudited)

OEM 81,093 25,523 31.5 93,578 24912 26.6
ODM 31,720 10,757 33.9 30,935 9,458 30.6
OBM 29 9 31.0 1,727 453 26.2
Total 112,842 36,289 32.2 126,240 34,823 27.6
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OUR PRODUCTS

Approximately 98.4%, 98.6%, 95.9% and 99.0% of our total revenue for the years ended 31
December 2018, 2019 and 2020 and the four months ended 30 April 2021, respectively was
generated from the sale of our laundry products and household products. As at the Latest
Practicable Date, we offered over 1,800 types of products with various functions and features. The
table below sets forth the breakdown of our revenue, sales volume, average selling price, gross

profit and gross profit margin by product category for the years and periods indicated:

For the year ended 31 December

018 019 2020

Sales  Average Gross profit Sales  Average Gross profit Sales  Average Gross profit

Revenue  volume ~ selling price Gross profit margin ~ Revenue  volume ~ selling price Gross profit margin ~ Revenue  volume ~selling price Gross profit  margin

RMB0OO 000 wnit ~ RMB  RMB'000 % RMBOOO 000 wit — RMB  RMB'000 % RMB0OO 000 wnit - RMB  RMB'000 %

Laundry products 15909 5498 289 45060 283 165008 507 289 47790 290 176963 6943 255 M 98
Household cleaning tools 164,386 19,043 86 4415 210 166712 17562 05 45005 270 192005 21632 §9 56556 295
Kitchen gadgets 5333 MWoo9 1 By 8B 05 B6 1S N6 1573 054 41 498 317
Total 848 24785 9,019 217 36553 2344 94429 81 34040 29009 114288 207

For the four months ended 30 April

2020 2021
Average Gross Average Gross
Sales selling Gross profit Sales selling Gross profit
Revenue  volume price profit margin  Revenue  volume price profit margin

RMB’000  °000 unit ~ RMB  RMB’000 % RMB’000  °000 unit ~ RMB ~ RMB’000 %

(unaudited) (unaudited)
Laundry products 69,075 2,326 29.7 22,429 32,5 78471 2,289 343 22,283 28.4
Household cleaning tools 41,018 4,633 8.9 12,966 31.6 46,452 6,010 77 12,183 26.2
Kitchen gadgets 2,749 118 233 894 325 1,317 67 19.7 357 27.1
Total 112,842 7,077 36,289 32.2 126,240 8,366 34,823 27.6

Our overall gross profit margin decreased from approximately 32.2% for the four months
ended 30 April 2020 to approximately 27.6% for the corresponding period in 2021, which was the
result of (i) the increase in the overall costs of sales attributed to (a) the relatively higher labour
cost after resumption of payment of social insurance contributions for our employees, which had
been temporarily exempted by the relevant authorities in the PRC from February to June 2020 due
to COVID-19 pandemic; and (b) the increase in processing fees paid to external plastic injection
service providers attributed to the corresponding increase in the quantity of the ancillary plastic

components processed by them as a result of the high utilisation of our plastic injection machines
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to cope with the increase in demand of our products during the period; and (ii) the decrease in

overall average selling prices of our household cleaning tools.

OUR PRODUCTION FACILITY

During the Track Record Period and as at the Latest Practicable Date, we undertook the
production of our products in our self-owned Huzhou Production Plant located in Huzhou City,
Zhejiang Province, the PRC, with a gross floor area of approximately 58,441 sq.m.. As advised by
our PRC Legal Advisers, we obtained all relevant licences and certificates required to operate our
Huzhou Production Plant. As plastic injection moulding process is generally used in the production
of our products, our Directors consider that it is the bottleneck of the entire production process of
our products, which determines the output of all our products; and the utilisation of plastic
injection machines shall be used to assess the production capacity and the utilisation rates of the
production facilities in our Huzhou Production Plant. For the years ended 31 December 2018, 2019
and 2020 and the four months ended 30 April 2021, the utilisation rates of our plastic injection
machines for producing laundry products were approximately 94.4%, 95.8%, 91.0% and 93.2%,
respectively; and the utilisation rates of which for production of household cleaning tools were
approximately 99.1%, 93.8%, 95.0% and 93.2%, respectively and for production of kitchen gadgets
were 65.8%, 63.1%, 98.5% and 86.0%, respectively. As such, we had outsourced the plastic
injection moulding process to three external plastic injection service providers, who are connected
persons of our Company, to produce small and simple ancillary plastic components, that requires
less workmanship and only involves the use of standard mould base on as-needed basis. Our own
plastic injection machines are reserved for the production of the integral plastic components of our
products, which requires the use of the moulds of specific designs and involves a high level of
precision and unique workmanship. During the Track Record Period, the processing fees paid to
these external plastic injection service providers amounted to approximately RMB12.8 million,
RMB14.5 million, RMB15.9 million and RMB8.0 million, respectively, representing approximately
5.4%, 6.0%, 5.9% and 8.8% of our total cost of sales in the corresponding years and period. The
processing fees increased from approximately 5.9% of our total cost of sales for the year ended 31
December 2020 to approximately 8.8% of our total cost of sales for the four months ended 30
April 2021, which was mainly due to the increase in the quantity of ancillary parts processed by
them as a result of the high utilisation of our plastic injection machines in our Huzhou Production
Plant to cope with the increase in demand of our products during these four months. In light of the
above, we plan to establish a new production plant in proximity to our Huzhou Production Plant to
complement the latter’s operation by mainly carrying out plastic injection moulding process
whereby the outsourcing arrangement can be ceased. For details, please refer to the paragraphs
headed “Business — Our Business Strategies — I. Expand our production capacity by establishing

the New Production Plant” in this prospectus.
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OUR SALES AND CUSTOMERS

Our customers are mainly owners or authorised agents of well-established international
brands which sell our products in overseas countries as wholesaler, such as Bradshaw Group or as
retailer. The following table sets forth the breakdown of our revenue, gross profit and gross profit

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

For the year ended 31 December

2018 2019 2020
Gross profit Gross profit Gross profit
Revenue  Gross profit  margin Revenue  Gross profit ~ margin Revenue  Gross profit ~ margin
RMB’000 RMB’000 % RMB’000 RMB’000 % RMB’000 RMB’000 %
United States 147,544 38,825 26.3 149,571 39,860 26.6 178,109 51,731 29.0
United Kingdom 62,070 19,027 30.7 60,538 18,979 314 61,593 20,196 32.8
Germany 52,690 16,623 315 62,740 19,571 31.2 61,764 19,619 31.8
Australia 40,156 9,415 234 38,075 8,985 23.6 40,542 10,467 25.8
Others M/ 26,288 7,129 27.1 25,629 7,034 27.4 42,732 12,275 28.7
Total 328,748 91,019 217 336,553 94,429 28.1 384,740 114,288 29.7

For the four months ended 30 April

2020 2021
Gross profit Gross profit
Revenue Gross profit margin Revenue Gross profit margin
RMB’000 RMB’000 % RMB’000 RMB’000 %
(unaudited) (unaudited)
United States 35,572 11,024 31.0 33,984 8,780 25.8
United Kingdom 26,593 9,098 34.2 26,253 7,763 29.6
Germany 26,513 8,855 33.4 35,202 10,173 28.9
Australia 11,065 3,129 28.3 9,116 2,187 24.0
Others V' 13,099 4,183 31.9 21,685 5,920 27.3
Total 112,842 36,289 32.2 126,240 34,823 27.6

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

Our revenue attributable to the United Kingdom remained relatively stable before and after
the United Kingdom ceased to be a member of the EU since 31 January 2020 and during the
transitional period before the EU-UK Trade and Cooperation Agreement was reached on 24
December 2020. The increase in our revenue derived from the United States in 2019 and 2020 was
mainly due to the increase in our sales of household cleaning tools with relatively higher unit
prices to the Bradshaw Group. The decrease in our revenue derived from Australia in 2019 was

mainly due to the decrease in our sales of laundry products to Customer B, as a result of change of
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product mix ordered by Customer B i.e. to more component parts of our rotary drying racks which
had relatively lower average selling prices, partially offset by the increase in our sales of foldable
drying racks to Casa Si Marketing — und VertriebsgmbH as a result of its marketing strategies to
promote these products. The increase in our revenue derived from Germany for the four months
ended 30 April 2021 was mainly due to (i) the increase in our sales of laundry products to a
customer, which is a brand owner, in Germany during the period and (ii) the increase in sales of
component parts of a model of our floor cleaning tools to Customer A, one of our five largest
customers during the Track Record Period.

For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April
2021, our sales to our five largest customers accounted for approximately 77.9%, 76.9%, 80.5%
and 72.9% of our total revenue, respectively. In the corresponding years and period, sales to
Bradshaw Group, our largest customer, accounted for approximately 42.2%, 41.4%, 41.8% and
26.0% of our total revenue, respectively. Our Directors believe that our Group’s business model is
sustainable despite there are certain degrees of customer concentration based on the grounds that
(i) our production capabilities can satisfy our customers’ needs for quality products; (ii) there are
continuous demands for household necessity products in the overseas markets; (iii) our established
reputation for offering quality products and our experience in serving well-established international
brands makes us appealing to other well-established international brands; and (iv) we expand to

OBM business by developing our own-brand products.

The following table sets forth the breakdown of our revenue, gross profit and gross profit

margin by customer types for the years and periods indicated:

For the year ended 31 December

2018 2019 2020

Revenue  Gross profit Gross profit ~ Revenue  Gross profit Gross profit ~ Revenue — Gross profit Gross profit
RMB’000  RMB’000  margin %  RMB’000  RMB’000  margin %  RMB’000  RMB’000  margin %

Wholesalers

(Note 1) 258,231 69,475 26.9 268,639 73,404 27.3 310,851 90,527 29.1
Retailers (Voe 2) 69,561 21,233 30.5 67,606 20,900 30.9 72,511 23,094 31.8
Others (Ve 9 956 311 32.5 308 125 40.6 1,378 667 48.4
Total 328,748 91,019 27.7 336,553 94,429 28.1 384,740 114,288 29.7
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For the four months ended 30 April

2020 2021

Revenue Gross profit  Gross profit Revenue Gross profit ~ Gross profit

RMB’000 RMB’000 margin % RMB’000 RMB’000 margin %

(unaudited) (unaudited)
Wholesalers Vo 7 84,041 26,362 31.4 91,354 24,189 26.5
Retailers Vo'« ) 28,261 9,711 34.4 34,811 10,592 30.4
Others V¢ ¥ 540 216 40.0 75 42 56.0
Total 112,842 36,289 32.2 126,240 34,823 27.6
Notes:
1. The wholesalers include companies mainly engaged in the on-sale of our products to other business entities.
2. The retailers are companies mainly engaged in the sale of our products to consumers through chains of

multinational supermarkets, department stores and household accessory stores.

3. Others mainly represent sales through e-shops.

Our sales to retailers remained relatively stable for the year ended 31 December 2018, 2019
and 2020 and it increased by approximately RMB6.5 million for the four months ended 30 April
2021 as compared to the corresponding period in 2020, which was mainly due to (i) the increase in
sales of laundry products to a brand owner, in Germany and (ii) the increase in sales of component

parts of a model of our floor cleaning tools to Customer A during the aforesaid period.

OUR SUPPLIERS

Our suppliers mainly include suppliers of raw materials such as polypropylene resins, steel,
textiles and packaging materials and plastic injection service providers in the PRC. During the
Track Record Period, the total purchases from our five largest suppliers amounted to
approximately RMB63.0 million, RMB61.6 million, RMB61.2 million and RMB26.4 million,
representing approximately 35.1%, 32.5%, 29.3% and 33.2% of our total purchase for the same
years/period, of which approximately 16.9%, 15.8%, 14.8% and 15.0% were attributed by our
largest supplier for the same years/period, respectively. Save for Deqing Xinzhong, being one of
our plastic injection service providers, which is a connected person to our Company and was our
fourth largest supplier for the year ended 31 December 2019 and for the four months ended 30
April 2021, all of our five largest suppliers during the Track Record Period are Independent Third
Parties. Our business relationship with our five largest suppliers during the Track Record Period

ranged from approximately four years to 11 years.
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TAX REBATE AND VAT RECOVERABLE

As our products are primarily exported to overseas countries, we are entitled to VAT rebate
from the PRC tax authority for the input VAT incurred on our purchase of raw materials and
machinery for production. The amount of VAT rebate is calculated by multiplying the invoiced
value of our export sales with varying rebate rate, depending on the type of the products, and
would be payable to us only in the following year. As such, there is a timing difference between
the amount of sales revenue recognised from our export sales and the amount of tax rebate in our
export tax rebate application in a year (the “VAT Timing Difference”). On the other hand, there
may be difference in the amount of VAT rebate to be received by us and the input VAT paid or
payable by us due to differences in the applicable rates and time of payment; and the relevant

balance will be our VAT recoverable.

For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April
2021, our VAT rebate amounted to approximately RMB39.9 million, RMB47.9 million, RMB46.9
million and RMB18.1 million whereas our VAT recoverable amounted to approximately RMB2.4
million, RMB5.3 million, RMB3.0 million and RMB3.3 million. Our VAT rebate was generally
stable for the years ended 31 December 2019 and 2020; and the increase of VAT rebate in the sum
of approximately RMB8.0 million from the year ended 31 December 2018 to 2019 was mainly due
to (i) the VAT Timing Difference as defined above; (ii) the upward adjustment of the tax rebate
rates applicable to our certain products with effect from 1 November 2018; and (iii) the grace
period of three months from April to June 2019 and during which, the original rates of rebate
continued to apply before implementation of the downward adjustment. On the other hand, our
VAT recoverable increased from approximately RMB2.4 million for the year ended 31 December
2018 to approximately RMB5.3 million for the year ended 31 December 2019, which was due to
the increase in input VAT balance resulted from our purchase of machinery and production
equipment of approximately RMB14.8 million in 2019. Following the settlement of the relevant
VAT rebate in November 2020 for the preceding year, our VAT recoverable decreased to
approximately RMB3.0 million in 2020.

OUR COMPETITIVE STRENGTHS

Our Directors believe that our success was attributed to the following competitive strengths:
(i) our well-established Huzhou Production Plant enables us to achieve mass production of a wide
range of products and economies of scale; (ii) our product design and development capabilities
enable us to offer a comprehensive product portfolio to our customers; (iii) we have a worldwide
customer base; (iv) we are committed to high standard of quality control and quality assurance;
and (v) we have a stable management team with extensive industry experience and proven track
record of delivering sustainable growth and profitability.



SUMMARY

OUR BUSINESS STRATEGIES

Our goal is to achieve sustainable growth in our current business and strengthen our
production capacity to secure more business opportunities by implementing the following business
strategies; (i) expand our production capacity by establishing the New Production Plant; (ii)
enhance the production efficiency of our Huzhou Production Plant; (iii) develop an integrated
smart manufacturing system to ensure effective execution of our manufacturing process and
enhance our production efficiency; (iv) expand our sales and marketing network; and (v) further

enhance our product design and development capabilities.

COMPETITIVE LANDSCAPE IN THE PRC

According to the CIC Report, a majority of drying rack manufacturers are located in the Pearl
River Delta and Yangtze River Delta in the PRC, covering provinces of Guangdong, Jiangsu,
Zhejiang, Shandong and Hebei. As at the end of 2020, of the approximately 600 drying rack
manufacturers in the PRC, around 100 manufacturers also engaged in export business. The top five
players in the PRC’s drying rack manufacturing market in terms of export revenue accounted for
approximately 32.6% of market share. According to the CIC Report, we ranked second in the
drying rack manufacturing market in the PRC in terms of export revenue in 2020, with a market

share of approximately 6.6%.

According to the CIC Report, as at the end of 2020, of the approximately 8,000 household
cleaning tool manufacturers in the PRC, more than 2,000 manufacturers also engaged in export
business. The top five players in the PRC’s household cleaning tool market accounted for
approximately 2.7% of the total market in terms of export revenue in 2020 and we have a market

share of approximately 0.4%.

According to the CIC Report, the PRC is the largest kitchen gadget manufacture and exporter
and the market is fragmented with over 3,000 participants, which are mainly small enterprises with

annual sales revenue below RMB100 million.

IMPACT OF THE TRADE WAR ON OUR BUSINESS

In light of the China-United States trade war, nearly all our Group’s products sold to the
United States appear to fall under List 4A or List 3 in relation to the imposition of additional duty
on imported Chinese products, which are subject to additional duty. Only one type of our products
(i.e. window cleaning set) was under List 4B, of which, as at the Latest Practicable Date,
additional duty is currently suspended. Our Directors confirm that as at the Latest Practicable
Date, we had not been asked to reduce the selling price of our products or to bear any of such duty
for which our customers was responsible. Regarding our products sold to the United States, which
are under List 3 (i.e. 25% duty rate), List 4A (i.e. 7.5% duty rate) and List 4B (i.e. 7.5% duty rate
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which is, as at the Latest Practicable Date, suspended), our Directors are of the view that the
demand and the average selling prices of these products will not be materially and adversely
affected. For further details, please refer to the paragraph headed “Business — Impact of the trade
war on our business” and the paragraphs headed “Financial information — Significant factors
affecting our financial condition and results of operations — Our business is subject to

international trade policies and trade barriers” in this prospectus.
SUMMARY OF KEY FINANCIAL INFORMATION

The following table sets forth our consolidated statements of profit or loss and other
comprehensive income for the years ended 31 December 2018, 2019 and 2020 and the four months
ended 30 April 2020 and 2021.

Consolidated statements of profit or loss and other comprehensive income

For the four months ended

For the year ended 31 December 30 April
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Revenue 328,748 336,553 384,740 112,842 126,240
Cost of sales (237,729) (242,124) (270,452) (76,553) (91,417)
Gross profit 91,019 94,429 114,288 36,289 34,823
Other income 3,051 3,581 4,639 1,229 913
Selling and distribution expenses (17,566) (14,978) (15,228) (4,512) (5,403)
Administrative and other operating

expenses (24,221) (28,180) (26,447) (9,053) (11,438)
Listing expenses — (5,974) (7,683) (3,286) (1,184)
Finance costs (624) (718) (334) (241) (42)
Other gains/(losses), net 4,244 1,628 (3,957) (480) (1,465)
Share of results of a joint venture 62 22 — — —
Profit before income tax 55,965 49,810 65,278 19,946 16,204
Income tax expense (14,969) (15,753) (19,026) (6,100) (4,314)
Profit for the year period 40,996 34,057 46,252 13,846 11,890
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Other comprehensive (expense)/income,
net of tax

Item that may be reclassified subsequently
to profit or loss:

Exchange differences on translation of
financial statements of foreign
operations

Item that will not be reclassified
subsequently to profit or loss:

Financial assets at fair value through other
comprehensive income — net movement

in fair value reserves (non-recycling)

Other comprehensive (expense)/income for

the year/period

Total comprehensive income for the

year/period

Non-HKFRS Measures

For the four months ended

For the year ended 31 December 30 April
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

(874) (382) 110 155 661
17 49 353 281 (209)

(857) (333) 463 436 452

40,139 33,724 46,715 14,282 12,342

To supplement our consolidated financial statements which are presented in accordance with

HKFRS, we also presented the adjusted net profits as non-HKFRS measures, which are not

required by, or presented in accordance with, HKFRS. We believe that these non-HKFRS measures

facilitate comparison of operating performance from period to period by eliminating impacts of

non-recurring items that we do not consider to be indicative of our operating performance,

including Listing expenses.
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The table below sets out the adjusted net profit in each respective years and periods during
the Track Record Period:

For the four months

For the year ended 31 December ended 30 April
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profits for the year/period 40,996 34,057 46,252 13,846 11,890
Add: Listing expenses — 5,974 7,683 3,286 1,184
Adjusted net profit for the
year/period 40,996 40,031 53,935 17,132 13,074

Our adjusted net profit for the year ended 31 December 2019 remained stable as compared to
2018 mainly due to the increase in gross profit, which was partially offset by the decrease in net
foreign exchange gain for the same year. Our increased adjusted net profit for the year ended 31
December 2020 was mainly due to the increase in gross profit for the year. Our adjusted net profit
decreased from approximately RMB17.1 million for the four months ended 30 April 2020 to
approximately RMB13.1 million for the corresponding period in 2021, which was mainly due to

the decrease in gross profit and the increase in staff costs during the period.

We believe that these non-HKFRS measures provide useful information to investors in
understanding and evaluating our results of operations in the same manner as our management and
in comparing financial results across accounting periods though the use of which has limitations as
an analytical tool. As such, they should not be considered in isolation from, or as substitute for
analysis of, our consolidated statements of profit or loss or financial condition as reported under
HKFRS. In addition, the non-HKFRS financial measures may be defined differently from similar
terms used by other companies and therefore may not be comparable to similar measures presented
by other companies.

Fluctuation of our key financial data

Our revenue increased by approximately 2.4% from 2018 to 2019, which was primarily due
to the combined effects of (i) the increase in sales volume of our laundry products, particularly, the
increase in the sales of a model of upright drying tracks to Addis Housewares Co. Ltd.; and (ii) the
increase in the sales of our household cleaning tools during 2019 mainly due to the increase in
average selling prices of our floor cleaning tools and toilet cleaning tools. Our average selling
price of kitchen gadgets increased mainly due to the increase in sales of one model of products
which had a relatively higher average selling price. Along the increase in our revenue, our cost of

sales increased by approximately 1.9% during 2019, primarily due to the increase in direct labour
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costs resulting from the increase in average number of workers for production in 2019. Our gross
profit increased by approximately 3.7% during 2019 mainly due to the combined effects of the
increase in the gross profit of laundry products and the increase in the gross profit of household
cleaning tools. Despite the increase in our gross profits, our net profit decreased by approximately
16.8% from 2018 to 2019, which was mainly due to the Listing expenses.

Our revenue increased by approximately 14.3% from 2019 to 2020, which was primarily due
to the combined effects of the respective increases in (i) the sales volume of our laundry products,
particularly, our sales to Customer B; (ii) the sales volume of our household cleaning tools during
2020, particularly, our sales of multi-purpose brushes to Bradshaw Group; and (iii) the sales of our
kitchen gadgets, mainly due to the corresponding increase in sales volume during 2020. Our
average selling price of laundry products decreased in 2020 mainly due to the increase in sales of
the component parts of a model of our wall-mounted drying racks, which had relatively lower
average selling prices, to Customer B for 2020. Our average selling price of kitchen gadgets
increased in 2020 mainly due to the increase in the sales of several models of our kitchen gadgets,
which had relatively higher average selling prices. Along with the increase in our revenue, our
cost of sales increased, primarily due to the increase in purchase in raw materials to cope with the
increase in our sales during 2020. Our gross profit increased by approximately 21.0% in 2020,
which was primarily due to the combined effects of the increase in the respective gross profit of (i)
our rotary drying racks and auxiliary items among our laundry products; (ii) our floor cleaning
tools and toilet cleaning tools among our household cleaning tools; and (iii) our kitchen gadgets as
a result of the increase in sales volume and average selling price during 2020. Along the increase

in our gross profit, our net profit increased by approximately 35.8% during 2020.

For the four months ended 30 April 2021 as compared to the corresponding period in 2020,
our revenue increased by approximately 11.9%, which was primarily due to the effects of the
increase in the sales of (i) our laundry products as a result of the increase in average selling price;
and (ii) our household cleaning tools which was mainly due to the increase in sales volume. Our
gross profit decreased by approximately 4.0%, which was primarily due to the combined effects of
the decrease in the gross profit of (i) our floor cleaning tools among our household cleaning tools;
and (ii) our kitchen gadgets which was mainly resulted from the decrease in sales of volume and

average selling price.

For more detailed discussion on the fluctuation of our key financial data during the Track

Record Period, please refer to the section headed “Financial information” in this prospectus.
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Consolidated statements of financial position

As at 31 December As at 30 April
2018 2019 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 103,233 112,297 108,585 106,819
Current assets 214,988 201,992 253,739 263,997
Total assets 318,221 314,289 362,324 370,816
Total equity 152,695 154,919 201,634 213,976
Current liabilities 164,138 156,556 156,418 152,241
Non-current liabilities 1,388 2,814 4,272 4,599
Net current assets 50,850 45,436 97,321 111,756

Our current assets increased from approximately RMB202.0 million as at 31 December 2019
to approximately RMB253.7 million as at 31 December 2020, which was mainly attributable to the
increases (i) in cash at bank as at 31 December 2020 resulting from net cash generated from
operating activities; (ii) in trade receivables which was in line with the increase in revenue in 2020
and (iii) in inventories resulting from the increase in work in progress to cope with the expected
sales to our major customers such as Casa Si Marketing — und VertriebsgmbH at the beginning of
2021.

Our net current assets remained relatively stable as at 31 December 2018 and 2019, but
increased by approximately RMB51.9 million as at 31 December 2020, which was mainly due to
the increase in cash at bank for the year resulting from net cash generated from operating activities
of approximately RMB71.9 million. Our net current assets further increased by approximately
RMB14.5 million as at 30 April 2021, which was mainly due to the increase in inventories to cope
with the expected sales to our major customers in the second and third quarters of 2021. For
further discussions on the fluctuations of the components of consolidated statements of financial
position, please refer to the paragraphs headed “Financial information — Discussion on selected

balance sheet items” in this prospectus.
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Consolidated statements of cash flows

For the four months

For the year ended 31 December ended 30 April
2018 2019 2020 2020 2021
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Operating profit before working

capital changes 64,403 61,224 78,506 24,073 20,941
Changes in working capital (23,441) (31,158) 13,531 31,236 (19,005)
Income tax paid (7,161) (12,425) (20,152) (12,254) (2,066)
Net cash generated from/(used in)

operating activities 33,801 17,641 71,885 43,055 (130)
Net cash used in investing

activities (32,476) (20,125) (8,153) (15,422) (1,991)
Net cash (used in)/generated from

financing activities (12,032) 2,199 (15,577) (13,728) 2,021
Net (decrease)/increase in cash

and cash equivalents (10,707) (285) 48,155 13,905 (100)
Cash and cash equivalents at the

beginning of the year/period 33,495 23,601 23,649 23,649 69,655
Effect of exchange rate changes 813 333 (2,149) 253 (669)
Cash and cash equivalents at the

end of the year/period 23,601 23,649 69,655 37,087 68,886

Our net cash generated from operating activities increased to approximately RMB71.9 million
for the year ended 31 December 2020 mainly due to (i) increase in profit before income tax; (ii)
decrease in financial assets at FVTPL; and (iii) increase in trade and other payables. Our net cash
generated from operating activities decreased from approximately RMB43.1 million for the four
months ended 30 April 2020 to net cash used in operating activities of approximately RMBO.1
million for the four months ended 30 April 2021 mainly due to (i) decrease in profit before income
tax; (ii) purchase of raw materials to cope with the expected sales to our major customers such as
Casa Si Marketing — und VertriebsgmbH to be delivered in the second and third quarters of 2021;
and (iii) the settlement of trade payables of approximately RMB88.4 million during the period.

Our net cash used in investing activities decreased to approximately RMB20.1 million,
RMBS8.2 million and RMB2.0 million for the year ended 31 December 2019, 2020 and the four
months ended 30 April 2021, respectively which was mainly due to the decrease in advance to
related parties, the decrease in purchase of property, plant and equipment and the purchase of
property, plant and equipment and change in pledged bank deposits in the corresponding years and

period.
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Our Group recorded net cash generated from financing activities for the year ended 31
December 2019, as we had not made any repayment to related parties during 2019. Our Group
recorded net cash used in financing activities for the year ended 31 December 2020 mainly
attributable to (i) the higher repayment of bank borrowings than proceeds from bank borrowings;
and (ii) the repayment to related parties during the year ended 31 December 2020. Our net cash
generated from financing activities increased for the four months ended 30 April 2021 mainly
attributable to the proceeds from bank borrowings which partially offset by the repayment of bank

borrowings.

We take and will continue to take various measures to improve our cash flow position by (i)
planning and monitoring our liquidity position by regularly assessing necessity and urgency of our
major operational expenses; (ii) closely monitoring the collection status of our trade receivable by
actively following up with our customers for payment; (iii) negotiating for down payment from our
customers whose purchase orders are of large amount; (iv) closely monitoring the accumulation of
outstanding balance of trade receivables and following up with such customers for settlement in a
timely manner; (v) diversifying both our customer base and supplier base to avoid over-reliance on
any particular customers and suppliers; (vi) negotiating for longer credit periods from our suppliers
leveraging our established relationship with them; and (vii) maintaining stable relationships with

our principal banks to arrange banking facilities for use when necessary.

For more detailed discussion of the fluctuation of our cash flows during the Track Record
Period, please refer to the section headed “Financial information — Liquidity and capital resources

— Cash flows” in this prospectus.
KEY FINANCIAL RATIO

The table below sets out our selected key financial ratios during the Track Record Period:

As at/For the

four months

As at/For the year ended 31 December ended 30 April

2018 2019 2020 2021
Gross profit margin 27.7% 28.1% 29.7% 27.6%
Net profit margin 12.5% 10.1% 12.0% 9.4%
Gearing ratio (Note 1) 24.3% 21.0% 7.9% 8.3%
Current ratio 1.3 1.3 1.6 1.7
Quick ratio 1.1 1.0 1.2 1.2
Return on equity 26.8% 22.0% 22.9% 16.9%
Return on assets 12.9% 10.8% 12.8% 9.8%
Net debt to equity ratio (Note 2) 8.8% 5.7% Net cash Net cash

— 16 —



SUMMARY

Notes:

1. The gearing ratio is calculated by dividing total debt by the total equity as at the end of respective year/period and
multiplied by 100%. Total debt is defined to include bank borrowings and amounts due to related parties which are

in non-trade nature.

2. Net debt to equity ratio is calculated as net debts (i.e. total debt net of cash equivalents) divided by total equity and
multiplied by 100%.

For more detailed discussion of the fluctuation of the above financial ratios, please refer to

the section headed “Financial information — Key financial ratio” in this prospectus.
CONTINUING CONNECTED TRANSACTION

During the Track Record Period, our Group engaged Deqing Xinzhong Plastic Co., Ltd.* ({&
5T AR IB B A FRZA Al), Deqing Hongsheng Plastic Co., Ltd.* ({574 % F+ ¥ B4 FR/2 ) and Deqing
Yongsheng Plastic Product Factory* (£ % 7k B3 kL 5 i) to take up part of the plastic injection
moulding process to manufacture small and simple ancillary plastic components of our products
for onward delivery to our Huzhou Production Plant for further assembling and processing to
finished products. These plastic injection service providers are considered as connected persons of
our Group. During the Track Record Period, we engaged trade agency, NSM, which is considered a
connected person of our Group, in the United Kingdom to introduce potential customers to us and
to keep us updated of the latest development about our customers in the United Kingdom market.
For further details, please refer to the section headed “Continuing connected transactions” in this

prospectus.
SHAREHOLDERS’ INFORMATION

Immediately following the completion of the Capitalisation Issue and the Global Offering
(without taking into account any Share which may be issued upon exercise of the Over-allotment
Option), our Company will be owned as to 75% by Beautiful Homeland. As at the Latest
Practicable Date, Beautiful Homeland was owned as to 70% by Mr. Zhu and 10% by each of Mr.
Fang, Mr. Mao and Mr. Zhang, and is an investment-holding company and does not have any
business operation. On 28 April 2020, in preparation for the Listing, among others, Mr. Zhu, Mr.
Fang, Mr. Mao and Mr. Zhang executed the Deed of Concert Parties, whereby they have confirmed
their acting in concert arrangement in the past, as well as their intention to continue to act in the
above manner upon Listing to consolidate their control over our Group until the Deed of Concert
Parties is terminated by them in writing. Therefore, Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang,
together through Beautiful Homeland, will be entitled to control 75% of the issued share capital of

our Company immediately upon the completion of the Capitalisation Issue and the Global Offering
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(assuming that the Over-allotment Option is not exercised). As such, Beautiful Homeland, Mr.
Zhu, Mr. Fang, Mr. Mao and Mr. Zhang will together form a group of Controlling Shareholders

within the meaning of the Listing Rules.

GLOBAL OFFERING STATISTICS

Offer size Initially 125,000,000 Shares, representing 25% of the
enlarged number of Shares in issue (subject to the
Over-allotment Option)

Offer structure 90% International Placing (subject to reallocation and the
Over-allotment Option) and 10% Hong Kong Public
Offering (subject to reallocation)

Over-allotment Option Up to 15% of the initial number of our Offer Shares

Offer price HK$1.0 to HK$1.2 for each Share

Based on the low end of  Based on the high end of

the indicative range of the indicative range of
the Offer Price of the Offer Price of
HK$1.0 HK$1.2
Market capitalisation of our Shares™ HK$500,000,000 HK$600,000,000
Unaudited pro forma adjusted consolidated net
tangible assets per Share® HKS$0.67 HKS$0.72
Notes:
1. All statistics in this table are based on the assumption that the Over-allotment Option is not exercised. The

calculation of the market capitalisation is based on 500,000,000 Shares which are expected to be issued and
outstanding following completion of the Capitalisation Issue and the Global Offering.

2. The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated after the adjustments
referred to in Appendix II to this prospectus and based on 500,000,000 Shares, being Shares in issue immediately
after the completion of the Capitalisation Issue and the Global Offering. It does not take into account of any Shares
which may be issued or repurchased by the Company pursuant to the general mandates granted to the directors of
the Company to issue or repurchase Shares referred to in the sections headed “Share capital — General mandate to

issue shares” and “Share capital — General mandate to repurchase Shares” in this prospectus, respectively.

Conditions imposed by the SFC pursuant to section 6(3)(b) of the Securities and Futures
(Stock Market Listing) Rules

The SFC is imposing certain conditions to the Listing pursuant to section 6(3)(b) of the
Securities and Futures (Stock Market Listing) Rules. For details, please refer to the section headed
“Structure of the Global Offering — Conditions imposed by the SFC pursuant to section 6(3)(b) of
the Securities and Futures (Stock Market Listing) Rules”.
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Conditions for our Company’s Listing imposed by the Listing Committee of the Stock

Exchange (the “Listing Committee”): -

The Listing Committee imposed the following two conditions to our Company’s Listing: -

(1)

(ii)

our Company and the Sole Sponsor should provide the Listing Committee with concrete
details of our Company’s marketing plan, including our strategies for investor targeting,
marketing, pricing and allocation. Where there is any subsequent departure from these
strategies, our Company and the Sole Sponsor should provide explanations and address

any further enquiries in this regard; and

our Company undertakes that it should report to its compliance advisor on the status of
the use of proceeds on a monthly basis for 12 months following its Listing, and our
Company and its compliance advisor should timely inform the Stock Exchange of
deviations from the use of proceeds and/or underwriting commission and listing

expenses as stated in this prospectus, and where appropriate, make announcements.

If our Company fails to fulfil the aforesaid condition (i) and undertake to comply with

condition (ii), listing approval will not be granted to our Company. Hence, our Company may not

obtain the listing approval for the Listing.

FUTURE PLANS AND USE OF PROCEEDS

We estimate that the aggregate net proceeds from the Global Offering, after deducting related

underwriting fees and estimated expenses in connection with the Global Offering, assuming the

Over-allotment Option is not exercised and assuming an Offer Price of HK$1.1 per Share (being

the mid-point of the indicative Offer Price range of HK$1.0 to HK$1.2), will be approximately

HK$86.1 million (equivalent to approximately RMB75.5 million). Our Directors presently intend

to apply such net proceeds as follows:

approximately 55.0%, or approximately RMB41.5 million (equivalent to approximately
HK$47.3 million), will be used to expand our production capacity by establishing the

New Production Plant;

approximately 7.9%, or approximately RMB6.0 million (equivalent to approximately
HK$6.8 million), will be used to enhance the production efficiency of our Huzhou
Production Plant;

approximately 2.1%, or approximately RMB1.6 million (equivalent to approximately

HK$1.8 million), will be used to develop an integrated smart manufacturing system;
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. approximately 15.0%, or approximately RMB11.3 million (equivalent to approximately
HK$12.9 million), will be used to expand and strengthen our sales and marketing team

and sales channels in both overseas markets and the PRC market;

. approximately 10.0%, or approximately RMB7.6 million (equivalent to approximately
HK$8.7 million), will be used to strengthen our design and development capabilities to

enrich our product offering and diversify our product portfolio; and

. approximately 10.0%, or approximately RMB7.5 million (equivalent to approximately

HK$8.6 million), will be used for general working capital purpose.

For further details, please refer to the section headed “Future plans and use of proceeds —

Use of proceeds” in this prospectus.

DIVIDENDS

For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30 April
2021, an interim dividend of nil, RMB31.5 million, nil and nil, respectively, was declared and
appropriated by Grand Resources to its then shareholders and the dividend of RMB31.5 million for
the year ended 31 December 2019 was paid by crediting to current accounts with the then
shareholders on 10 May 2019. The declaration and payment of future dividends will be subject to
the decision of our Board having regard to various factors, including but not limited to our
operation and financial performance, profitability, business development, prospect, capital
requirements, and economic outlook. Declaration and payment of dividends is also subject to any
applicable laws and the Articles of Association. The dividend distribution record in the past may
not be used as a reference or basis to determine the level of dividends that may be declared or paid
by our Board in the future. Currently, our Group does not have a fixed dividend policy and does

not have a predetermined dividend distribution ratio.

PRINCIPAL RISK FACTORS

There are a number of risks involved in our business and operations. They can be classified
into (i) risks relating to our business; (ii) risks relating to the industry in which we operate; (iii)
risks relating to our operations in the PRC; (iv) risks relating to the Global Offering; and (v) risks
relating to the statements in this prospectus. We believe our major risks include the following: (i)
our Group relies significantly on export sales, and our sales are highly susceptible to any adverse
economic, social or political conditions in the overseas markets; (ii) trade restrictions, trade
barriers and potential new duties imposed by the United States or other destination countries for
delivery of our products could materially and adversely affect our business, financial condition and
results of operations; (iii)) we have a concentration of customers during the Track Record Period

and the loss of any one of our five largest customers could reduce our revenues and have a
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material adverse effect on our business, financial condition and results of operations; and (iv) our
business operations and financial results may be adversely affected by the recent global outbreak
of COVID-19. Further information on the risk factors is set out in the section headed “Risk

factors” in this prospectus.

NON-COMPLIANCES

According to our PRC Legal Advisers, save for our breaches of PRC laws and regulations
relating to (i) despatched staff, (ii) our failure to make adequate social insurance contributions and
housing provident fund contributions for our employees as required by the relevant PRC laws and
regulations; and (iii) our failure to update our foreign exchange registration with the relevant
authorities before effectuating any funds transfer, details of which are set out in the paragraph
headed “Business — Legal and compliance” in this prospectus, during the Track Record Period
and up to the Latest Practicable Date, we had been in compliance with the relevant PRC laws and
regulations in all material aspects in our business operation, and our Group had obtained all
material licences, approvals and permits issued by relevant regulatory authorities for our business

operation.

LISTING EXPENSES

The total estimated Listing expenses in connection with the Global Offering are
approximately RMB45.2 million (equivalent to approximately HK$51.5 million), representing
approximately 37.5% of the gross proceeds from the Global Offering, (based on the mid-point of
the Offer Price of HK$1.1 per Offer Share and assuming no Over-allotment Option will be
exercised), of which approximately RMB6.0 million (equivalent to approximately HK$6.8 million),
approximately RMB7.7 million (equivalent to approximately HK$8.8 million) and approximately
RMB1.2 million (equivalent to approximately HK$1.4 million) were charged to profit or loss for
the years ended 31 December 2019 and 2020 and for the four months ended 30 April 2021,
respectively, and an additional amount of approximately RMBI11.1 million (equivalent to
approximately HK$12.7 million) is expected to be charged to our consolidated statements of profit
or loss and other comprehensive income for the year ending 31 December 2021, and the remaining
amount of approximately RMB19.2 million (equivalent to approximately HK$21.8 million) is
expected to be accounted for as a deduction from equity upon the Listing.

RECENT DEVELOPMENTS SUBSEQUENT TO THE TRACK RECORD PERIOD

Subsequent to the Track Record Period and up to the Latest Practicable Date, there was no
significant change in our business model and product types. To the best knowledge of our
Directors, the industry in which our Group is operating remained relatively stable after the Track
Record Period. As at the Latest Practicable Date, we have identified a parcel of land for our New

Production Plant and we have progressed to the stage of submitting a written application in
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relation to our proposed acquisition of the land for setting up the New Production Plant. For
further details, please refer to the section headed “Business — Our business strategies — 1.

Expand our production capacity by establishing the New Production Plant” in this prospectus.

Up to the Latest Practicable Date, we had confirmed sales orders of approximately
RMB296.5 million, which were delivered after the Track Record Period. Of those sales orders,
approximately RMB145.6 million were completed from May to August 2021, and the confirmed
sales orders of approximately RMB150.9 million are expected to be completed for the year ending
31 December 2021.

Our Directors consider that our financial results will be affected by the Listing expenses as
we expect to recognise approximately RMB12.3 million (equivalent to approximately HK$14.1
million) in the consolidated statements of profit or loss and other comprehensive income for the
year ending 31 December 2021. Accordingly, the financial performance for the year ending 31
December 2021 is expected to be adversely affected by (i) the estimated Listing expenses; and (ii)
the expenses to be incurred after the Listing, such as Directors’ fees and legal and professional
fees. Save as the aforesaid, our Directors confirmed that after the Track Record Period and up to
the date of this prospectus, (i) there was no material adverse change to our Group’s operations;

and (ii) there was no material adverse change to the trading and financial position or prospect of
our Group.

Impact of the outbreak of COVID-19

Following the outbreak of COVID-19 in the PRC and globally, the major markets of our
products such as the United States, the United Kingdom, Germany and Australia had been affected
by the COVID-19 pandemic during the lockdown. However, none of our major customers in the
countries affected by the COVID-19 pandemic has indicated to us that it will cancel any purchase
orders placed on us due to COVID-19 pandemic. While we will continue to closely communicate
with our customers, our Directors believe that our business relationships with our major customers
will not be materially and adversely affected by the outbreak of COVID-19 pandemic. Our
Directors believe that the impact of COVID-19 outbreak would not adversely and materially affect
the demand for our products as they are necessary items for all households. Our overall revenue
therefore increased by approximately 14.3% for the year ended 31 December 2020 as compared to
that in 2019.

For further details, please refer to the paragraph headed “Business — Impact of the outbreak
of COVID-19 — Impact of COVID-19 on our business and operations” in this prospectus.

- 22 -



DEFINITIONS

this prospectus.

In this prospectus, unless the context otherwise requires, the following expressions have

the following meanings. Certain other terms are explained in the section headed “Glossary” in

“Accountant’s Report”

“Articles” or “Articles of

Association”

“AUD”

“Australia”

“Beautiful Homeland”

“BHP Housewares”

“BHP Huzhou”

“BHP Linhai”

“BHP UK”

the accountants’ report of our Group set out in Appendix I

to this prospectus

the amended and restated articles of association of our
Company (as amended from time to time), conditionally
adopted on 12 October 2021, which will become effective
on the Listing Date, a summary of which is set out in

Appendix IV to this prospectus
Australian dollars, the lawful currency of Australia
Commonwealth of Australia

Beautiful Homeland Holdings Limited, a company
incorporated under the laws of the BVI with limited
liability on 9 April 2019, one of our Controlling
Shareholders

BHP Housewares Co., Limited, a company incorporated
under the laws of Hong Kong with limited liability on 7
September 2007, an indirect wholly-owned subsidiary of

our Company

Better Home Products (Huzhou) Co., Ltd* ({1 H4FH A
i & Z A R/ H]), a company established under the laws of
the PRC on 19 August 2013 and deregistered on 9 June
2020

Better Home Products (Linhai) Co., Ltd* (F# ™ A 4FH A
i B3 A RN F]), a company established under the laws of
the PRC on 23 June 2005, and was subsequently
deregistered on 31 March 2014

Better Home Products (UK) Co Ltd, a company
incorporated under the laws of the United Kingdom on 18
September 2009, an indirect wholly-owned subsidiary of

our Company
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“BHP Zhejiang”

“Board”

“business day(s)”

“BVI”
“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant(s)”

“CCASS Custodian Participant(s)”

“CCASS Investor Participant(s)”

“CCASS Participant(s)”

“CCASS Phone System” or
“CCASS Internet System”

Better Home Products (Zhejiang) Co., Ltd* (#7{L B¢ H
i FRZAH]), a company established under the laws of the
PRC on 18 September 2008, an indirect wholly-owned
subsidiary of our Company

the board of Directors

any day(s) (other than a Saturday, Sunday or public holiday
in Hong Kong) on which licensed banks in Hong Kong are

generally open for business
British Virgin Islands
compounded annual growth rate

the issue of Shares to be made upon capitalisation of
certain sum standing to the credit of the share premium
account of our Company as referred to in the paragraphs
headed “A. Further information about our Group — 3.
Written resolutions of our sole Shareholder passed on 12

October 2021” in Appendix V to this prospectus

the Central Clearing and Settlement System established and
operated by HKSCC

a person permitted to participate in CCASS as a direct

clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian

participant

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

a corporation

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

a system via which an Investor Participant can operate its

stock account
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“China” or “PRC”

“CIC”

“CIC Report”

“Companies Act” or

“Cayman Companies Act”

“Companies Ordinance”

“Companies (Winding up and
Miscellaneous Provisions)

Ordinance”

¢

“Company”, “our Company”

“Controlling Shareholders”

“COVID-19”

“Deed of Concert Parties”

the People’s Republic of China, excluding, for the purpose
of this prospectus, Hong Kong, Macao Special
Administrative Region of the People’s Republic of China

and Taiwan

China Insights Industry Consultancy Limited, a market
research and consulting company and an Independent Third

Party

a report commissioned by us and independently prepared
by CIC

the Companies Act, Chapter 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time to

time

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended, supplemented or otherwise

modified from time to time

the Companies (Winding up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to

time

Better Home Group Holdings Co., Limited (H 475 B ¥
fBR7sH]), an exempted company incorporated in the
Cayman Islands with limited liability on 21 May 2019

has the meaning ascribed to it under the Listing Rules and,
in the case of our Company, means Beautiful Homeland,
Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang

coronavirus disease 2019

the deed of concert parties dated 28 April 2020 and
executed by our Controlling Shareholders, particulars of
which are set out in the paragraph headed ‘“Relationship
with  our Controlling Shareholders —  Controlling

Shareholders” in this prospectus
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“Deed of Indemnity”

“Deed of Non-competition”

“Director(s)” or “our Directors”

“EBITDA”

44EU”
“Euro” or “EUR”

“Extreme Conditions”

“eWhite Form”

“eWhite Form Service Provider”

“GBP” or “£”

“Global Offering”

the deed of indemnity dated 28 October 2021 and executed
by our Controlling Shareholders in favour of our Company
(for ourselves and as trustee for our subsidiaries),
particulars of which are set out in the paragraphs headed
“D. Other information — 1. Estate duty, tax and other

indemnities” in Appendix V to this prospectus

the deed of non-competition dated 28 October 2021 and
executed by our Controlling Shareholders in favour of our
Company (for ourselves and as trustee for our subsidiaries),
particulars of which are set out in the paragraphs headed
“Relationship with our Controlling Shareholders —

Non-competition undertaking” in this prospectus
the director(s) of our Company

earnings  before interest, taxes, depreciation and

amortisation

the European Union

the lawful currency of the member states of EU

any extreme conditions or events, the occurrence of which
causes interruption to ordinary course of business
operations in Hong Kong and/or that may affect the Price

Determination Date or the Listing Date

the application of Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of the eWhite Form

Service Provider at www.ewhiteform.com.hk

the eWhite Form Service Provider designated by our
Company as specified on the designated website at

www.ewhiteform.com.hk

the British Pound, the lawful currency of the United
Kingdom

the Hong Kong Public Offering and the International
Placing
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“Grand Resources”

“GREEN Application Form(s)”

9 LR T ’

“Group”, “our Group”, “we”,

“0ur” or “usn

“Happy Hours”

“HK$” or “Hong Kong dollars”

“HKSCC”

“HKSCC Nominees”

“Home Laundry”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

Grand Resources Industrial Limited, a company
incorporated under the laws of Hong Kong with limited
liability on 18 July 2001

the application form(s) to be completed by eWhite Form

Service Provider

our Company and our subsidiaries at the relevant time or,
where the context refers to any time prior to our Company
becoming the holding company of our present subsidiaries,
such subsidiaries and the business carried on by such
subsidiaries or (as the case may be) our predecessors, and

113 ¢

we”, “our” or “us” shall be construed accordingly
Happy Hours Holdings Limited, a company incorporated

under the laws of the BVI with limited liability on 30 May
2019

Hong Kong dollar(s), the lawful currency of Hong Kong

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited

HKSCC Nominees Limited

The Home Laundry Company Ltd, a company incorporated
under the laws of the United Kingdom on 2 February 2009

the Hong Kong Special Administrative Region of the PRC

the 12,500,000 Shares initially offered for subscription
pursuant to the Hong Kong Public Offering, subject to
reallocation as described in the section headed “Structure

and conditions of the Global Offering” in this prospectus

the offering by our Company of the Hong Kong Offer
Shares for subscription by the public in Hong Kong, as
further described in the section headed “Structure and

conditions of the Global Offering” in this prospectus
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’

“Hong Kong Share Registrar’

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Huzhou Production Plant”

“Independent Third Party(ies)”

“International Placing”

“International Placing Shares”

Boardroom Share Registrars (HK) Limited, the Hong Kong

branch share registrar and transfer office of our Company

the underwriters of the Hong Kong Public Offering listed in
the paragraphs headed “Underwriting — Hong Kong
Underwriters” in this prospectus

the underwriting agreement dated 29 October 2021 relating
to the Hong Kong Public Offering and entered into by our
Company, our Controlling Shareholders, our executive
Directors, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Manager and the
Hong Kong Underwriters, as further described in the
paragraphs headed “Underwriting —  Underwriting
arrangements and expenses — Hong Kong Public Offering”

in this prospectus

refers to the owned production facility located in No. 378,
Guangming Street, Fuxi Road, Deqing County, Huzhou
City, Zhejiang Province, PRC* ([ #i VL5 1M i 753 5%
FIRMHEEH#378%%) and referred to the paragraphs
headed “Business — Properties — Owned properties” in

this prospectus

an individual(s) or a company(ies) who or which is/are not
connected with (within the meaning of the Listing Rules)
any Directors, chief executive or substantial shareholders
(within the meaning of the Listing Rules) of our Company,

our subsidiaries or any of their respective associates

the conditional placing of the International Placing Shares
by the International Underwriters, as further described in
the section headed “Structure and conditions of the Global

Offering” in this prospectus

the 112,500,000 Shares initially offered for subscription
pursuant to the International Placing, subject to the
Over-allotment Option and reallocation as described in the
section headed “Structure and conditions of the Global

Offering” in this prospectus
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“International Underwriters”

“International Underwriting

Agreement”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Latest Practicable Date”

“Legal Counsel”

“Listing”

“Listing Date”

the underwriters for the International Placing who are
expected to enter into the International Underwriting

Agreement

the underwriting agreement expected to be entered into by
our Company, our Controlling Shareholders, our executive
Directors, the Sole Sponsor, the Joint Global Coordinators,
the Joint Bookrunners, the Joint Lead Managers and the
International Underwriters in respect of the International
Placing, as further described in the paragraphs headed
“Underwriting — The International Placing” in this

prospectus

Giraffe Capital Limited, First Shanghai Securities Limited,
Guotai Junan Securities (Hong Kong) Limited and Quasar

Securities Co., Limited

Giraffe Capital Limited, First Shanghai Securities Limited
and Guotai Junan Securities (Hong Kong) Limited

Giraffe Capital Limited, First Shanghai Securities Limited,
Guotai Junan Securities (Hong Kong) Limited, Quasar
Securities Co., Limited, Chuenman Securities Limited,
FUTEC Financial Limited and Yuan Tong Global Securities
Limited

20 October 2021, being the latest practicable date prior to
the printing of this prospectus for ascertaining certain

information in this prospectus

Mr. Leung Wai-Keung, Richard, barrister-at-law in Hong
Kong

listing of the Shares on the Main Board

the date expected to be on 12 November 2021, on which
the Shares are listed and from which dealings therein are
permitted to take place on the Main Board of the Stock
Exchange
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“Listing Committee”

“Listing Rules”

“Main Board”

“Memorandum” or “Memorandum

of Association”

“MOFCOM”

“Mr. Fang”

“Mr. Mao”

“Mr. Nicholson”

“Ms. Lou”

“Mr. Zhang”

“Mr. Zhu”

“NSM”

the Listing Committee of the Stock Exchange

The Rules Governing the Listing of Securities on the Stock
Exchange, as amended, supplemented or otherwise

modified from time to time

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

the amended and restated memorandum of association of
our Company (as amended from time to time),
conditionally adopted on 12 October 2021, which will
become effective on the Listing Date, a summary of which

is set out in Appendix IV to this prospectus
the PRC Ministry of Commerce (" 3 A & 7[5 75 5 #65)

Mr. Fang Gaisheng (ﬁﬂﬁli), one of our founders, an
executive Director and one of our Controlling Shareholders

Mr. Mao Chungen (EFM), one of our founders, an

executive Director and one of our Controlling Shareholders

Mr. Robert Nicholson, a director of our indirect
wholly-owned subsidiary, BHP UK, since its establishment
and resigned on 1 September 2019

Ms. Lou Zhequn (¥ #¥), the spouse of Mr. Zhu

Mr. Zhang Wenzhi (5% (), one of our founders and one

of our Controlling Shareholders

Mr. Zhu Boming (K1A#), one of our founders, an
executive Director and chairman of the Board and one of

our Controlling Shareholders, the spouse of Ms. Lou

NSM UK Limited, a company incorporated under the laws
of the United Kingdom with limited liability on 19

November 2001, a connected person of our Group
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“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PRC government”

“PRC Legal Advisers”

“Price Determination Agreement”

the final offer price per Offer Share in Hong Kong
(exclusive of brokerage, SFC transaction levy and Stock
Exchange trading fee) of not more than HK$1.2 and
expected to be not less than HK$1.0 at which Hong Kong
Offer Shares are to be issued pursuant to the Global
Offering, to be subscribed, to be determined in the manner
further described in the paragraphs headed “Structure and
conditions of the Global Offering — Determination of the

Offer Price” in this prospectus

the Hong Kong Offer Shares and the International Placing
Shares, collectively, and where relevant, together with any
additional Shares which may be issued pursuant to the

exercise of the Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by and at the sole
discretion of the Joint Global Coordinators (for themselves
and on behalf of the International Underwriters) pursuant to
which our Company may be required to allot and issue up
to 18,750,000 Shares at the Offer Price (representing 15%
of the Shares initially being offered under the Global
Offering) to cover over-allocation in the International
Placing, the details of which are described in the section
headed “Structure and conditions of the Global Offering” in

this prospectus

the central government of the PRC, including all
governmental subdivisions (including provincial, municipal
and other regional or local government entities) and
instrumentalities thereof or, where the context requires, any

of them

GuangDong Sun Law Firm, the legal advisers to our

Company as to the PRC law

the agreement to be entered into between our Company and
the Joint Global Coordinators (for themselves and on behalf
of the Underwriters) on the Price Determination Date to

record and fix the Offer Price
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“Price Determination Date”

“Reorganisation”

“Repurchase Mandate”

“RMB” or “Renminbi”

“Roses All The Way”

“SAFE”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)”

“Sole Sponsor” or “Giraffe Capital
Limited”

the date expected to be on or around Friday, 5 November
2021 but no later than Tuesday, 9 November 2021, on
which the Offer Price is fixed for the purposes of the
Global Offering

the corporate reorganisation of our Group prior to the issue
of this prospectus, details of which are set out in the
paragraphs headed ‘“History, Reorganisation and corporate

structure — Reorganisation” in this prospectus

the general unconditional mandate to repurchase Shares
given to our Directors by our Shareholders, particulars of
which are set out in the paragraphs headed “A. Further
information about our Group — 3. Written resolutions of
our sole Shareholder passed on 12 October 2021 in
Appendix V to this prospectus

Renminbi, the lawful currency of the PRC

Roses All The Way Investment Co., Limited, a company
incorporated under the laws of the BVI with limited
liability on 30 May 2019

the State Administration of Foreign Exchange of the PRC
(e N RN B B 58 A RE 4 35 )R)), the PRC governmental
agency responsible for matters relating to foreign exchange

administration
the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented and

modified from time to time

ordinary share(s) with nominal value of HK$0.01 each in

the share capital of our Company
holder(s) of the Share(s)

Giraffe Capital Limited, a licensed corporation under the
SFO to carry on type 1 (dealing in securities) and type 6

(advising on corporate finance) regulated activities
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“Stabilising Manager”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary(ies)”

“Takeovers Code”

“Tax Consultant”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“United States” or “US”

“United Kingdom” or “UK”

“US dollars” or “US$” or “USD”

“US Securities Act”

First Shanghai Securities Limited

the stock borrowing agreement expected to be entered into
between Beautiful Homeland and the Stabilising Manager
(or its affiliates acting on its behalf) on or about the Price
Determination Date as further described in “Structure and
Conditions of the Global Offering — Stock Borrowing

Agreement”
The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Companies
Ordinance

The Codes on Takeovers and Mergers and Share Buy-backs
issued by the SFC, as amended, supplemented or otherwise

modified from time to time

Grant Thornton Tax Services Limited, an international
auditing, tax and advisory company and an Independent
Third Party

the period comprises the three years ended 31 December
2020 and four months ended 30 April 2021

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the

International Underwriting Agreement
the United States of America
the United Kingdom of Great Britain and Northern Ireland

United States dollars, the lawful currency of the United
States

the US Securities Act of 1933, as amended, supplemented
or otherwise modified from time to time, and the rules and

regulations promulgated thereunder
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“VAT” value-added tax
“sq.m.” square metre(s)
“%” per cent

Unless otherwise expressly stated or the context otherwise requires, in this prospectus:

. all times refer to Hong Kong time and references to years in this prospectus are to

calendar years;

. the terms “associate(s)”, “close associate(s)”, “connected person(s)”, “core connected
person(s)”, “connected transaction(s)”, “continuing connected transaction(s)”,
“subsidiary(ies)” and “substantial shareholder(s)” shall have the meanings ascribed to

such terms in the Listing Rules;

. all data in this prospectus is as at the Latest Practicable Date;

. certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be

an arithmetic aggregation of the figures preceding them; and

. all relevant information in this prospectus assumes no exercise of the Over-allotment

Option.

The English names of the PRC laws, rules, regulations, nationals, entities, governmental
authorities, institutions, facilities, certificates and titles etc. mentioned in this prospectus,
including those marked with “*”, are translations from their Chinese names and are for
identification purpose only. If there is any inconsistency between the Chinese names and their

English translations, the Chinese names shall prevail.
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This glossary contains explanations of certain terms and definitions used in this
prospectus in connection with our Group and its business. The terms and their meanings may

not correspond to standard industry meaning or usage of those terms.

“BSCI”

“ERP system”

“FOB 2

“GDP”

“IOT”

“ISO”

the Business Social Compliance Initiative, a leading supply
chain management system that supports companies to drive
social compliance and improvements within the factories
and farms in their global supply chains. BSCI implements
the principle international labour standards protecting
workers’ rights such as International Labour Organization
conventions and declarations, the United Nations Guiding
Principles on Business and Human Rights and guidelines
for multinational enterprises of the Organisation for

Economic Co-operation and Development
acronym for enterprise resource planning system

free on board, which means the seller delivers the goods on
board the vessel nominated by the buyer at the named port
of shipment or procures the goods already so delivered. The
risk of loss of or damage to the goods passes when the
goods are on board the vessel, and the buyer bears all costs

from that moment onwards

gross domestic product

acronym for internet of things, which is the
internet-marketing of physical devices, smart devices, and
other items embedded with electronics, software, and
network connectivity which enables these objects to collect

and exchange data

acronym for the International Organization for
Standardization, a non-governmental organisation having a
central secretariat based in Geneva, Switzerland, which
gives world-class specifications for products, services and

systems to ensure quality, safety and efficiency
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“ISO 14001~

“ISO 9001~

“MES system”

“OBMM

“ODM”

“OEM”

“OHSAS”

an internationally recognised standard for an environmental
management system. It helps organisation improve their
environmental performance through more efficient use of
resources, handling and treatment of waste and energy

consumption

an internationally recognised standard for, among others,
assessing the effectiveness of an organisation’s quality
management system in meeting customer requirements. It
prescribes, among others, requirements for ongoing
improvement of quality assurance in design, development,

production, installation and servicing
acronym for manufacturing execution system

acronym for original brand manufacturing, where a
manufacturer develops and owns the design of a product
which is marketed and sold under such manufacturer’s own

brand name

acronym for original design manufacturing, where a
manufacturer designs and manufactures a product which is
specified by the customer and eventually sold under the

brand name of the customer or under no specific brand

acronym for original equipment manufacturing, where a
manufacturer manufactures a product in accordance with
the customer’s design and specifications and is marketed
and sold under the customer’s brand name or under no

specific brand

acronym for Occupational Health and Safety Assessment
Specification, an international assessment specification for

occupation health and safety management systems
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“OHSAS 18001~

“polymer”

“polypropylene” or “polypropylene

resins”

“QAQC team”

“RFID system”

an internationally recognised specification for Occupational
Health and Safety Management Systems. It specifies
requirements for an occupational health and safety
management system to enable an organisation to develop
and implement a policy and objectives which take into
account legal requirements and information about
occupational risks and to improve their occupational safety

and health performance

a large molecule composed of repeating structural units that

are connected to one another through chemical bonds

a thermoplastic polymer that is resistant to many chemical

solvents, bases and acids
the quality assurance and quality control team

acronym for radio-frequency identification system
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to our
Company and our subsidiaries that are based on the beliefs of our management as well as
assumptions made by and information currently available to our management, as such they are by
their nature subject to significant risks and uncertainties. These forward-looking statements
include, without limitation, statements relating to:

. our business and operating strategies, plans, objectives and goals;

. the nature of, and potential for, future development of our business;

. various business opportunities that we may pursue;

. changes in competitive conditions and our ability to compete under these conditions;

. changes to the regulatory environment and general outlook in the industry and markets

in which we operate;

. general economic conditions;

. our expectations with respect to our ability to acquire and maintain regulatory

qualifications required to operate our business;

o our ability to control or reduce costs;

. future developments, trends and conditions in the industry and markets in which we
operate;
. our future debt levels and capital needs;

. capital market development;

o our financial conditions and performance;

. our dividend policy; and

. certain factors set out in the sections headed “Industry overview”, “Business” and

“Financial information” in this prospectus.
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FORWARD-LOOKING STATEMENTS

113

The words “aim”, “anticipate”, “believe”, “can”, “consider”, “continue”, “could”, “estimate”,
“expect”, “going forward”, “intend”, “may”, “might”, “ought to”, “plan”, “project”, “potential”,
“predict”, “seek”, “should”, “will”, “would” and the negative forms of these words with similar
expressions, as they relate to us, are intended to identify a number of these forward looking
statements. These forward-looking statements reflecting our current views with respect to future
events are not a guarantee of future performance and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in the section headed “Risk factors” in this

prospectus. One or more of these risks or uncertainties may materialise.

Subject to the requirements of applicable laws, rules and regulations, our Company does not
have any obligation and does not undertake to update or otherwise revise the forward-looking
statements in this prospectus, whether as a result of new information, future events or
developments 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
our Company expects, or at all. Hence, should one or more of these risks or uncertainties
materialise, or should underlying assumptions prove to be incorrect, our financial condition may be
adversely affected and may vary materially from those described herein as anticipated, believed,
estimated or expected. Accordingly, such statements are not a guarantee of future performance and
you should not place undue reliance on such forward-looking information. All forward-looking
statements in this prospectus are qualified by reference to the cautionary statement set out in this

section.
In this prospectus, statements of or references to the intentions of our Company or those of

any of our Directors are made as at the date of this prospectus. Any such intentions may change in

light of future developments.
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RISK FACTORS

Prospective investors should consider carefully all of the information set forth in this
prospectus and, in particular, should consider the following risks and special considerations in
connection with an investment in our Company before making any investment decision in
relation to the Offer Shares. 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

our Group.

This prospectus contains certain forward-looking statements regarding our plans,
objectives, expectations, and intentions which involve risks and uncertainties. Our 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 as well as those discussed

elsewhere in this prospectus. 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.

We believe that there are certain risks involved in our business and operations. These risks
can be classified into: (i) risks relating to our business; (ii) risks relating to the industry in which
we operate; (iii) risks relating to our operations in the PRC; (iv) risks relating to the Global

Offering; and (v) risks relating to the statement in this prospectus.

RISKS RELATING TO OUR BUSINESS

Our Group relies significantly on export sales and our sales are highly susceptible to any

adverse economic, social or political conditions in the overseas markets

We export our products mainly to the United States, the United Kingdom, Germany, Australia
and other countries such as Austria, Belgium and France, etc. We derive a significant portion of
our revenue from overseas sales, which accounted for approximately 99.1%, 98.6%, 98.9% and
99.7% of our revenue for the years ended 31 December 2018, 2019, 2020 and four months ended
30 April 2021, respectively. Our Directors expect to continue to derive a majority of our revenue
from these overseas markets. Our future prospects and success will therefore depend on the
continued economic and social prosperity and political stability of these destination countries. Our

overseas sales operations are therefore subject to certain inherent risks, including:

. exposure to local economic, political and labour conditions of these overseas countries;

. changes in government policies that are applicable to us or our products, laws,

regulations, trade, monetary or fiscal policy;

. tariffs, quotas, customs and other import or export restrictions and other trade barriers,

trade sanctions or anti-dumping measures;
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. compliance with the requirements of applicable sanctions, anti-bribery and related laws

and regulations; and

. the emergence of new entrants with stronger industry recognition, financial resources

and governments support in these countries.

Our export sales operations may be further adversely affected by natural disasters, acts of
war, political instabilities, domestic or international terrorist attacks and hostilities or other
complications that may happen in these destination countries. These uncertainties could have a
material adverse effect on the continuity of our business, results of operations and financial

condition.

Moreover, we need to comply with all laws and regulations applicable to us and relevant to
our overseas sales in the destination countries to which we sell our products by completing
necessary procedures to obtain all relevant safety approvals, certifications, registrations or any
other required documentations from the relevant government authorities. In this connection, our
customers are also responsible for complying with other aspects of the relevant foreign imports
laws and regulations. As such, we cannot assure you that our customers are in compliance with all
aspects of foreign laws and regulations relevant to our overseas sales. If we or our customers to
whom we sell our products fail to satisfy the relevant standards adopted by the destination
countries, our products will be returned and we may also face regulatory actions or claims for
significant damages, which would have a material adverse effect on our business, operating results

and financial position.

Trade restrictions, trade barriers and potential new duties imposed by the United States or
other destination countries for delivery of our products could materially and adversely affect

our business, financial condition and results of operations

During the Track Record Period, a significant portion of our revenue was derived from the
sale of our products to the United States as shipment destination, while all of our products are
manufactured in the PRC. For the years ended 31 December 2018, 2019 and 2020 and four months
ended 30 April 2021, sales of our products to the United States as the destination for delivery
amounted to approximately RMB147.5 million, RMB149.6 million, RMB178.1 million and
RMB34.0 million, respectively, which accounted for approximately 44.9%, 44.4%, 46.3% and
26.9% of our total revenue for the corresponding years and period, respectively. Hence, any trade
restrictions, trade barriers such as anti-dumping duties, new duties, tariffs or quota fees imposed
by the United States, and the escalation of China-United States trade war involving our products
could significantly increase the prices of our products in the United States. Changes to trade

policies, treaties and tariffs in the United States and other destination countries for delivery of our
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products, or the perception that these changes would occur, could also adversely affect the
financial and economic conditions there, as well as our financial condition and results of

operations.

The United States has advocated greater restrictions on trade generally and significantly
increased duties on goods imported into the United States, particularly the goods from the PRC.
As advised by our Legal Advisers as to United States laws, nearly all our Group’s products sold to

the United States appear to be subject to an additional duty of 7.5% or 25%.

Any trade restrictions imposed by the United States on household necessity products made in
the PRC may significantly increase our United States customers’ purchase costs, and our customers
with shipment destinations to the United States may look for alternative suppliers who
manufacture products in countries other than the PRC in order to avoid any increase in cost. This

would have direct impact on the sales of our products for delivery to the United States.

If we are not able to pass additional costs incurred due to the increase in duties on to our
customers in the United States, our sales margins could be adversely affected, which could
adversely affect our financial position, business or results of operations. There is no assurance if
any retaliatory actions may not be taken by the United States or the PRC in response to the

increased duties by both countries.

The uncertainty on the trade restrictions and trade policies resulting from the China-United
States trade war may cause difficulties for our customers to project their purchasing plans and may
cause them to reduce their orders placed with us, and as such, our financial position, business and

results of operations could be materially and adversely affected.

In addition, the United States or other destination countries of our products may introduce
more favourable trade policies to countries other than the PRC, such as Vietnam and the
Philippines; and as a result, our competitors located in these countries may offer terms more
favourable than ours to our customers, causing our customers to shift their purchases from us to
our competitors in these countries. If this happens, it would have a material adverse effect on the
continuing of our business, results of operations and financial conditions. Any of these factors

could have a material adverse effect on our business, financial condition and results of operations.

We have a concentration of customers during the Track Record Period and the loss of any
one of our five largest customers could affect our revenues and have a material adverse effect

on our business, financial condition and results of operations

Sales to our five largest customers accounted for approximately 77.9%, 76.9%, 80.5% and
72.9% of our total revenue for the years ended 31 December 2018, 2019 and 2020 and four months
ended 30 April 2021, respectively, of which Bradshaw Group, being our largest customer,
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accounted for approximately 42.2%, 41.4%, 41.8% and 26.0% of our total revenue for the same
periods, respectively. Our sales to Bradshaw Group is generally higher in the second half of a year
as the demand for household cleaning tools in the United States is generally driven by (i) festive
seasons such as Thanksgiving Day and Christmas, and (ii) home cleanings before New Year’s Eve.
If Bradshaw Group does not place sufficient purchase orders on us in the second half of a year and
we cannot solicit similar amount of purchase orders from other major customers on time, our
business, financial condition and results of operation for the whole year would be adversely
affected.

There is no guarantee that we will be able to obtain recurring orders from our customers in a
timely manner. We have not entered into any long-term legally-binding written agreements with
our major customers and they are not bound by any exclusivity terms nor obliged to fulfil any
minimum purchasing requirements with us. Accordingly, we cannot assure you that our major
customers will continue to place purchase orders with us at existing volume or pricing level, or at
all. We cannot assure you that we will be able to maintain stable relationships with our major
customers. Any substantial reduction in the purchase of our products or termination, change or
deterioration in our relationship with our major customers may cause a significant adverse effect to
our business. As such, should there be any adverse development related to our customers’
operations or any other reasons resulting in any deterioration or termination of our business
relationship with our customers, our business, financial condition, operating results and prospects

could be materially and adversely affected.

Our business operations and financial results may be adversely affected by the recent global
outbreak of COVID-19

The global widespread of COVID-19 and the emergence of variants have posed a serious
public health threat in the PRC and the destination countries of our products. In January 2020, the
PRC government announced a series of draconian measures to prevent the spread of COVID-19.
As a result, the operation of both our Huzhou Production Plant and our suppliers in the PRC were
subject to temporary suspension after the Chinese New Year holidays in 2020 until 10 February
2020. Though our Group and our suppliers had gradually resumed operation amid reduction in the
number of reported case of COVID-19 in the PRC, the extent to which the COVID-19 outbreak
may impact our production and the supply chain of raw materials to us will depend on future
developments, which is highly uncertain and unpredictable. In addition, if any of our employees is
suspected of infected by COVID-19, the operation of our Huzhou Production Plant will be
suspended for disinfection and our employees be in quarantine. If this happens, we may not be
able to fulfil our contractual obligations to manufacture and deliver products to our customers on
time, which may result in loss of our contracts with them or we may be liable to pay damages or

compensation to our customers for their loss suffered due to our delay or default.
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Furthermore, with COVID-19 and the Delta variant or other variants spreading globally, there
is no assurance that our major customers located in countries with reported cases of COVID-19
including the United States, the United Kingdom, Germany, Australia and other European countries
would be able to (a) maintain their normal business operation without significant disruptions;
and/or (b) engage us to manufacture their household necessity products on an OEM or ODM basis
as usual in the event that restrictions on freight logistics or transportation bans are imposed, and
there is no guarantee that we would be able to secure purchase orders from these customers with
volume similar to that before. In consequence, we may suffer loss or reduction of purchase orders
from our customers and thus, our operations and financial performance would be adversely
affected.

Despite the recent administration and use of vaccines for preventing COVID-19 infections,
their efficacy may vary among individuals and thus the effect of the vaccines on the global
economy remains uncertain. Hence, the operation and financial performance of our customers may
be adversely affected; or our customers may default our payments or take longer time for them to
settle our payments. In such event, we may incur significant impairment loss for the outstanding
payments owed to us by our customers. These adverse impacts, if materialise and persist for a
substantial period, may significantly and adversely affect our business operation and financial

performance.

We may not be able to respond in an effective and timely manner to product safety standards
and certification requirements

Certain of our products have to meet pre-requisite safety standards and/or requirements
pursuant to certain certifications before the same are allowed to be imported to their destination
countries or sold in the domestic markets. For details, please refer to the section headed
“Regulatory overview” in this prospectus. The safety standards and certification requirements of
different destination countries of our products are subject to changes by the relevant government
and relevant certification organisation/institution and more stringent requirements may be imposed
to enhance product safety. As such, it is important that we keep abreast of such possible changes
and adjust our technical capability in advance. If we fail to respond to such changes in an effective
and timely manner, we may not be able to secure our businesses under the new requirements and
we will lose our existing customers, and this in turn will adversely affect our operations and

financial results.

Brexit may have adverse consequences for our business, financial condition, operating results

and our ability to implement our growth strategies
On 23 June 2016, the United Kingdom held a referendum pursuant to which the United
Kingdom electorate voted in favour of its withdrawal from the EU (“Referendum”). The United

Kingdom has ceased to be a member of the EU with effect from 31 January 2020 (“Brexit”), but
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remained subject to its laws and regulations during the transitional period which expired on 31
December 2020. Prior to the end of the transitional period, on 24 December 2020, the United
Kingdom and the EU had reached an agreement, namely the EU-UK Trade and Cooperation
Agreement (the “TCA”), determining the terms of the United Kingdom’s relationship with the EU.

The terms of the TCA, as well as the relationship between the United Kingdom and the EU
following the United Kingdom’s withdrawal, may have significant impact on our business,
particularly with respect to the sales of our products in the European countries such as the United
Kingdom and Germany, and on our ability to grow our international sales network. For the years
ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, the sales of our
products delivered to the United Kingdom amounted to approximately RMB62.1 million, RMB60.5
million, RMB61.6 million and RMB26.3 million, respectively, representing approximately 18.9%,
18.0%, 16.0% and 20.8% of our total revenue, respectively, for the corresponding years and
period. The uncertainty of the United Kingdom economy, its relationship with the EU and its
member states, together with the fluctuation of currency exchange rate after Brexit and the signing
of TCA may result in negative impacts on our sales delivered to the United Kingdom and also our
financial results. In the event that our sales delivered to the United Kingdom and other European
countries are being affected following Brexit, it may take time for us to recover if we lose such
businesses and we may incur additional cost to maintain our sales of products delivered to Europe.
The nature of the arrangements that will be put in place to define the relationship between the
United Kingdom and the EU following Brexit and the signing of the TCA, and the consequential
impact of which on our business, operating results and financial condition remain highly uncertain.
Equity and currency markets may become volatile as a result of Brexit. It cannot be ruled out that
other EU countries will not follow the United Kingdom’s example. There can be no assurances as
to how Brexit and the signing of TCA may affect the general economic, financial and political
conditions in the United Kingdom, Europe or globally, nor the impact such conditions may have on

factors that affect our business, operating results and financial condition.

Our Group relies heavily on our Huzhou Production Plant and any major disruption of which
may adversely affect our business performance, financial results and profitability

Our production activities took place at our Huzhou Production Plant during the Track Record
Period and thus, our production is highly dependent on the uninterrupted operation of our
production facilities. Therefore, any major disruptions at any of our production processes in our
Huzhou Production Plant such as machinery breakdowns, failure in our information technology
system, or uncertainties and contingencies beyond our control may substantially lower our
production volume or weaken our production efficiency or capability, which may in turn limit our
production capacity or affect our production schedule or affect our products in strict accordance
with customers’ specifications. Any substantial delay in delivery of products, or material failure to
produce our product as per customers’ requests may attract potential claim from our customers. In

the event that our Group is unable to react promptly and adequately in case of any major
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disruption to our production process, or to carry out urgent repair in the case of machinery
breakdowns, industrial accidents, fires, floods, droughts, natural disasters or other catastrophes, we
would suffer from material business interruption. Furthermore, any such disruptions may require us
to incur significant capital expenses to repair or replace malfunctioned parts and components, or in
the more serious case of breakdown, replace the entire production machinery and equipment. In
the occurrence of such an event, our business performance, financial results and profitability
would be materially and adversely impacted. It may also adversely affect our business relationship
with our customers and materially damage our reputation in the market, and adversely affect our

market position.

Our production plant may experience shortage of electricity.

Our production processes require adequate and stable supply of electricity. Considering that
there has been a significant increase in demand for electricity supply in the PRC in recent years, to
conserve fuel stocks and reduce energy intensity, various provinces, including Zhejiang province
where our production plant is based, have implemented power rationing measures and power
outages in various industry sectors. Although our Huzhou Production Plant is allowed to continue
its operation without being subject to any power outage as at the Latest Practicable Date and our
Huzhou Production Plant has its own power system to generate power supply for maintaining its
daily operation on a contingency basis, we cannot assure you that we would not be subject to any
power outages in the future. Nor can we assure you that our own power system can generate
sufficient power to support our production process in the long run. If we are to be subject to power
outages or there is prolonged power shortage in the future and our power system does not have
sufficient capacity to support our production in the long run, our production will be inevitably
disrupted. Our business, financial conditions and results of operation will therefore be adversely

and materially affected.

Increases in prices or any unstable supply of the raw materials we use in production of our

products may have a negative effect on our business

The principal raw materials used by our Group include polypropylene resins and steel. Our
raw material costs accounted for approximately 66.9%, 65.1%, 67.5% and 61.7% of our total cost
of sales for the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, respectively. Thus, our financial results greatly depend on our ability to source quality raw
materials at competitive prices. We have not entered into any long-term agreements with any of
our current raw material suppliers nor have we entered into any hedging arrangements to reduce
our exposure to fluctuations in raw material costs. In particular, depending on the world economy
and the market supply and demand conditions, the prices of our raw materials may fluctuate and
are influenced by the price trends of crude oil, natural gas and iron ore, which can be highly
volatile. For further details, please refer to the paragraph headed “Industry overview — Cost

analysis of China’s drying racks and household cleaning tool manufacturing market — Price of
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major raw materials”. We cannot guarantee that we will be able to pass the increase in raw
material costs to our customers on a timely basis to avoid unfavourable impacts on our financial
results. Our financial results may be materially and adversely affected by the volatility in these
costs. Although our Directors consider that our 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 our products and financial performance of our Group may be adversely affected.

We are susceptible to the shortage of labour supply at reasonable cost

Our production relies on a stable supply of labour at reasonable cost. For the years ended 31
December 2018, 2019 and 2020 and four months ended 30 April 2021, our direct labour cost, as
part of the cost of sales, amounted to approximately RMB37.8 million, RMB43.2 million,
RMB46.4 million and RMB17.8 million, respectively, representing approximately 15.9%, 17.8%,
17.2% and 19.5% of our total cost of sales, respectively. According to the CIC Report, the average
annual salary per worker engaging in the manufacturing industry in the PRC is estimated to
increase from approximately RMB79,100 in 2021 to RMB106,100 in 2025, representing a CAGR
of approximately 7.6%. We cannot guarantee that the supply of labour will remain at a reasonable
cost, especially in the PRC, with the increasing minimum wage imposed by the relevant
authorities. Moreover, as demand for skilled workers in the labour market is intensifying, we may
need to provide a more competitive remuneration package and welfare to our employees in order
to retain and recruit staff. We may not be able to manufacture and deliver our products on schedule
to meet customers’ demands and implement our expansion plans if we fail to retain our existing
labour and/or recruit and train a sufficient number of workers promptly. Moreover, a significant

increase in our labour costs could materially and adversely affect our financial results.

We may experience a decline in our overall gross profit margin as a result of changes in our

product mix

The composition of our product sales mix will affect our overall gross profit margin because
the gross profit margins of our products vary by product and from period to period. Our product
mix varies depending on and subject to various factors including our production capacity,
technology and skills, preferences of end-consumers and reception of the products. Different
products have different gross profit margins, which are affected by reasons such as material costs,
production costs, product prices and our marketing and branding strategy. We cannot assure you
that we will be able to continue to expand our product mix, widen our customer base and maintain
similar or better overall gross profit margins. Any changes in the types of products we offer will
affect our overall gross profit margin and operating results. If the proportion of lower-margin
products in our Group’s product sales mix increases either as a result of changes in the products
ordered by our customers or changes in our customer base, we may experience a decline in our
overall gross profit margin and such decline will adversely impact our financial condition and

operating results.

_47 —



RISK FACTORS

Our business expansion plan may not be successfully implemented or achieve the intended

economic results or business objectives

Our future success depends to a certain extent on our ability to expand our production
capacity. In this connection, we plan to allocate approximately 55% and 7.9% of the net proceeds
of the Global Offering to expand our production by establishing the New Production Plant and to
enhance the production efficiency of our Huzhou Production Plant, respectively. We are currently
contemplating of expanding our existing production facilities and we plan to construct a new
production plant in proximity to our Huzhou Production Plant, in order to cater for the anticipated
growing demand for our products. Going forward, we plan to further increase our production
capacity by acquiring additional machines and equipment for our existing Huzhou Production
Plant. Our expansion plans may involve the following risks: (i) our actual production volume is
affected by the demand and purchase orders for our products, which in turn may be affected by
market trends, customers’ preferences or other factors which are beyond our control; (ii) the
demand for our products and revenue to be generated from the sale of our products may not
increase in line with the increase in our production capacity; (iii) the direct labour costs, costs for
raw materials and depreciation expenses to be incurred; and (iv) the entire expansion plan as set
out in the paragraphs headed “Business — Our business strategies” in this prospectus fails to be
implemented in full. Our expansion plans could also be adversely affected by factors such as lack
of suitable personnel, unexpected technical problems, natural disasters, inability to obtain the
required governmental approvals, problems encountered in the construction of production facilities,
any unforeseen legal or regulatory impediments imposed by the PRC government and other factors
beyond our control, such as the general market conditions, the economic and political environment
of the PRC and the world. There is no assurance that our business plans will materialise in
accordance with the implementation plan as set out in the section headed “Future plans and use of
proceeds” in this prospectus, or at all, or that our business strategies will be fully or partially
accomplished. In the event that we fail to accomplish our business plans or to do so in a timely
manner, we may not be able to achieve our planned future business growth and our operating
results may be materially and adversely affected. Furthermore, our future business plans may result
in significant capital expenditures, which may or may not be recoverable, or may or may not bring
in a positive result to our revenue. Our business, operating results and financial position may be

materially and adversely affected if our business objectives are not achieved.

Our profitability could be adversely impacted if we are unable to sustain high utilisation rate
of our production machinery and equipment for our key products

Our ability to maintain our profitability depends on our ability to sustain high utilisation rate
of our machinery and equipment for our products. During the Track Record Period, the utilisation
rates of our plastic injection machines for laundry products and household cleaning tools ranged
from 91.0% to 99.1%. We aim to expand our production capacity by constructing a new production

plant in Huzhou Province, the PRC and purchasing new automated plastic injection machines and
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automated robotic arms to complement our operation in the Huzhou Production Plant. There is a
risk that the demand for our laundry products and household cleaning tools fails to grow in the
future such that we fail to achieve satisfactory utilisation rate of our old and new machinery and
equipment. The level of our capacity utilisation can have material impact on our operating results.
Higher capacity utilisation allows us to spread more our fixed costs, resulting in a higher gross
profit margin of our products. If we are unable to continuously maintain high capacity utilisation,

our gross profit margin would decline which would affect our profitability and operating results.

We are subject to risks related to our engagement of third-party plastic injection service

providers

During the Track Record Period, our Group engaged Deqing Xinzhong Plastic Co., Ltd.* ({&
AR SBIB A BRA F]) (“Deqing Xinzhong”), Deqing Hongsheng Plastic Co., Ltd.* (& % F+ ¥ 2
H BT (“Deqing Hongsheng”) and Deqing Yongsheng Plastic Product Factory* (77 7Kk % %8 £}
# ) (“Deqing Yongsheng”, together with Deging Xinzhong and Deqing Hongsheng, the
“Plastic Injection Service Providers”) to carry out plastic injection moulding process for part of
our products when our plastic injection machines were running close to their full utilisation. For
the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, the total
processing fees paid to these Plastic Injection Service Providers amounted to approximately
RMBI12.8 million, RMB14.5 million, RMB15.9 million and RMBS8.0 million, representing
approximately 5.4%, 6.0%, 5.9% and 8.8% of our total cost of sales, respectively. For further
details, please refer to the section headed “Business — Our suppliers — Plastic injection service

providers” of this prospectus.

There is no guarantee that the Plastic Injection Service Providers will always provide plastic
injection moulding services to us in accordance with our specifications or on schedule or at the
fees acceptable to us. There is also no assurance that the quality of the plastic components
produced by the Plastic Injection Service Providers can always meet our Group’s requirements,
which could in turn affect the quality of our products. If any of the Plastic Injection Service
Providers provides plastic components of inferior quality and our Group could not identify suitable
third-party service providers as replacement in a timely manner, the operations and profitability of

our Group would be adversely affected.
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Our existing insurance coverage may not provide our Group with adequate protection against
these risks

We maintain insurances covering our properties, including our property, plant machines and
equipment. Nevertheless, we and/or our officers (as the case may be) may be exposed to claims in
respect of matters that are not covered by the insurance policies we maintained. In addition, as to
the insurance policies we maintained, there may be circumstances (such as fraud, gross negligence,
natural disasters and acts of God) in which certain loss and claims would not be covered

adequately, or at all.

Our 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 our business
operation and financial condition and may harm our reputation, leading to litigation, government

fines or penalties.

Product liability claims may be brought against us and may materially and adversely harm

our business, financial position and reputation

We face an inherent business risk of exposure to product liability claims if the use of any of
our products results in personal injury or property damage. For further information on the relevant
regulatory requirements, please see the section headed “Regulatory overview” in this prospectus.
In the event that any of our products is alleged or found to be defective, we may be subject to
product liability claims. If such claim succeeds, we may consequently be required to replace,
recall, redesign or even discontinue those products. Thus, the quality of our products is critical to
the success of our business and depends significantly on the effectiveness of our quality control
system. Despite having a quality control system that has been accredited with ISO9001 Quality
Management System since 2015, there could be instances in which our products do not meet the
specifications and requirements agreed upon with or requested by our customers, or our products
could be found to be defective, or result in our customers suffering losses. In such cases, we may
be subject to product liability claims and litigation for compensation which could result in
substantial and unexpected expenditure and could materially and adversely affect our cash flow
and financial results. Moreover, product failures or defects, and any complaints or negative
publicity, could adversely affect our customer relationships and our goodwill and result in a
decrease in sales of our Group. We may also be subject to increased scrutiny by regulatory
authorities over our business operations. Even if a product defect was attributable to raw materials
supplied by our suppliers, we cannot guarantee that we would be able to recover all or part of the

damages by claiming against our suppliers.
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There is no assurance that we would not be named as a defendant in a lawsuit or proceedings
brought by end-consumers in respect of liability in the future. A successful claim against us in
respect of our products or a material recall of our products may result in (i) legal costs incurred in
connection with such claim or other adverse allegations or rectifying such defects; (ii)
deterioration of our brand and corporate image; and (iii) material adverse effect on our sales,

operating results and financial condition.

Our management’s attention and internal resources may be significantly diverted to the
handling of such disputes, litigations and other legal proceedings, which can be both costly and
time consuming. Regardless of the merits of the case, these disputes may damage our relationship
with the relevant customers, suppliers or workers, which may affect our reputation in the
household necessity product manufacturing industry, and thus adversely affect our business

operations, financial results and profitability.

We had negative operating cash flow for the four months ended 30 April 2021

We had negative cash flow from operating activities of approximately RMBO.1 million for the
four months ended 30 April 2021. Although we seek to manage our working capital, we cannot
assure you that we will be able to match the timing and amounts of our cash inflows with the
timing and amounts of our payment obligations and other cash outflows. As a result, there could

be a period during which we experience net cash outflow.

During the Track Record Period, we mainly relied on cash generated from our operation to
finance our business. Please refer to the section headed “Financial information — Liquidity and
capital resources” of this prospectus. Negative operating cash flow requires our Group to obtain
sufficient external financing to meet out financing needs and obligations. If we are unable to do
so, we will be in default of our payment obligations and may not be able to expand our business.
Thus, our business, financial position and results of operations may be materially adversely
affected.

We may face credit risks due to our business arrangements with our customers. Any
significant delay in payment or defaults by our customers may materially and adversely

affect our financial condition and results of operations

We are subject to the credit risks of our customers and our profitability and cash flow are
dependent on timely settlement of payments by our customers for the products we provide to them.
A majority of our customers settled the amount payable to us by telegraphic transfers and we,
generally, offer a credit term of not more than 100 days to them. Our average trade receivables
turnover days were approximately 67 days, 70 days, 67 days and 76 days as at 31 December 2018,
2019 and 2020 and 30 April 2021, respectively. Our gross carrying amount of trade receivables
amounted to approximately RMB67.3 million, RMB61.0 million, RMB79.8 million and RMB79.9
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million as at 31 December 2018, 2019 and 2020 and 30 April 2021, respectively. As at 31
December 2018, 2019 and 2020 and 30 April 2021, the gross carrying amount of trade receivables
that were past due amounted to RMB19.0 million, RMB5.2 million, RMB6.2 million and RMB17.2

million, respectively.

We cannot assure you that we will be able to collect all or any of these trade receivables
within the credit period that we granted to our customers. If any of our customers face unexpected
situations, including but not limited to, financial difficulties caused by general economic downturn
or fiscal constraints, we may not be able to receive payment of uncollected debts in full, or at all,
from such customers and may need to make provisions for trade receivables, which could in turn

materially and adversely affect our financial condition and results of operations.

We rely on key management personnel

Our success and growth are, to a large extent, attributable to the continued commitment of
our executive Directors and our senior management team and our capability to identify, hire, retain
suitable and qualified employees, including management personnel with the necessary industry
expertise as described in the section headed “Directors and senior management” in this prospectus.
Our Directors and members of our senior management, in particular, our executive Directors, are
important to us as they have extensive experience and business connections in the household
necessity product manufacturing industry as well as the business environment, regulatory regime
and certification requirements of our operation in the PRC. Any unanticipated departure of our
Directors and/or our senior management team without appropriate replacement may have a

material adverse impact on our business operations and profitability.

We cannot assure you that we will be able to hire additional qualified employees to
strengthen our management team or integrate new employees into our existing operations in order
to keep pace with the proposed growth of our business. Furthermore, competitors may also seek to
poach our personnel. Competition for experienced individuals is fierce in the regions we operate
in, and we may not be able to attract or retain suitably qualified personnel. Our failure to attract
and retain additional qualified personnel may hinder our ability to grow our business, which could

materially and adversely affect our business, financial condition and operating results.

Our historical results may not be indicative of our future growth rate, revenue and profit

margin

Given that the transactions with our customers are completed on a deal by deal basis, and that
our fees and profit margins in respect of the relevant transactions are dependent on a number of
factors and inherent risks in the industry, there is no assurance that we will always be able to
maintain similar levels of profitability as those during the Track Record Period. For the years
ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, our revenue was
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approximately RMB328.7 million, RMB336.6 million, RMB384.7 million and RMB126.2 million,
respectively. For the same years and period, our net profit was approximately RMB41.0 million,
RMB34.1 million, RMB46.3 million and RMB11.9 million, respectively. For the years ended 31
December 2018, 2019 and 2020 and four months ended 30 April 2021, our gross profit was
approximately RMB91.0 million, RMB94.4 million, RMB114.3 million and RMB34.8 million,
respectively, whereas our gross profit margin for the same years and period was approximately
27.7%, 28.1%, 29.7% and 27.6%, respectively. For discussion of our results of operation, please
refer to the paragraphs headed “Financial information — Period to period comparison of results of
operations” in this prospectus. Such trends of the historical financial information of our Group are
only analysis of our past performance. They do not have any positive implication, nor would they
necessarily reflect our financial performance in the future, which will largely depend on our
capability to secure new contracts and control our costs and expenditures and project
implementation. Profit margins and income of our Group’s products may fluctuate from project to
project, and the historical revenue derived from our products may not be indicative of our future
revenue or profitability. Prospective investors should be aware of the risk of our Group’s failure to

secure future sales volume when considering our Group’s financial results.

The inherent risk of using such historical financial information of us to project or estimate
our financial performance in the future, is that they only reflect our past performance under
particular conditions. We may not be able to sustain our historical growth rate, revenue and profit
margin for various reasons, including but not limited to, our Group’s ability to devise cost saving

production processes, which are acceptable by our customers.

We cannot assure you that we will be able to achieve the same performance as we did during
the Track Record Period. Investors should not solely rely on our historical financial information as

an indication of our future financial or operating performance.

We may not be able to continue to obtain government grants, which are non-recurring in
nature

For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, we received government grants of approximately RMB1.7 million, RMB2.5 million, RMB3.4
million and RMBO0.3 million, respectively, which were recognised as our other income.
Government grants are recognised where there is reasonable assurance that our Group will comply
with the conditions attaching to them and that the grant will be received. The government grants
we received during the Track Record Period primarily represented subsidies from local PRC
governments mainly for the purposes of (i) providing incentives for research and development
activities; and (ii) providing business support and are generally one-off in nature. Moreover, since
there can be unexpected changes in the laws, regulations and governmental policies of the PRC,

we face uncertainty relating to the availability of government grants and we cannot guarantee that
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we will record such income of similar amount, or at all, in the future. Any eliminations or
alterations to any of the incentives provided to us by the PRC government would have an adverse

effect on our financial performance and results of our operations.

We are exposed to fair value changes for financial instruments and valuation uncertainty due
to the use of unobservable inputs that require judgement and assumptions which are

inherently uncertain

During the Track Record Period, we invested in unlisted equity and unlisted wealth
management products and the fair value of such unlisted financial products that are not traded in
an active market is determined using valuation techniques, which require judgement and
assumptions and involve the use of unobservable inputs, such as the expected yield of the
underlying investment portfolio and discount rate. We use our judgement to make assumptions that
are mainly based on the then prevailing market conditions at the end of each reporting period. For
further details, please refer to note 33.7 “Fair value measurements of financial instruments” to the
Accountants’ Report set out in Appendix I to this prospectus. Changes in these assumptions and
estimates could materially affect the fair value of these unlisted financial products. Factors beyond
our control, including but not limited to, general economic conditions, changes in market interest
rates and stability of the capital markets, can significantly influence and cause adverse changes to
the estimates we use, and thereby affect the fair value. For the years ended 31 December 2018,
2019 and 2020 and four months ended 30 April 2021, we recorded a gain/(loss) of approximately
RMBO0.3 million, RMBO0.4 million, RMB1.1 million and RMB(0.3) million from our financial

instruments, respectively.

The valuation techniques that we use may involve a significant degree of management
judgement and are inherently uncertain, and may result in material adjustment, which in turn may

materially and adversely affect our results of operations.

The fair value measurement of our derivative financial instruments is subject to uncertainties
and risks and the fair value changes of such derivative financial instruments may materially

and adversely affect our results of operations

As part of our foreign risk management measures, our Group has entered into certain foreign
exchange contracts. We monitor the market value and financial performance of each investment,
and analyse the market trends of interest rate and exchange rate fluctuation. However, if our
forecasts do not conform to actual changes in market conditions, our trading activities may not
achieve the investment returns we anticipate, and we would suffer material losses, any of which

could materially and adversely affect our business, financial condition and results of operations.
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We may fail to adequately protect our intellectual property rights

Our principal intellectual property rights cover our proprietary technology, product designs
and technical know-how, our patents and trademarks. We are susceptible to infringement by third
parties of our intellectual property rights and there is no assurance that third parties will not copy
or otherwise obtain and use our intellectual property rights without authorisation. We have
obtained patents for some of our proprietary technology and registered several of our trademarks.
However, it is not possible for us to comply with, and seek every clearance under, the relevant
laws of all possible jurisdictions for the protection and enforceability of our intellectual property
rights, and there is no assurance that such registrations can completely protect us against any
infringements or challenges by our competitors or other third parties. When necessary, we may
have to expend a significant amount of financial resources to assert, safeguard and/or maintain our
intellectual property rights. In the event that our intellectual property rights cannot be enforced
against an infringement by our competitors or other third parties, our business, financial condition

and operating results could be adversely affected.

Third parties may claim that we are infringing their intellectual property rights, and we
could suffer significant litigation expenses or licensing expenses or be prevented from selling

certain of our products if these claims are successful

During the Track Record Period, we predominantly produced products on an OEM or ODM
basis in accordance with the specifications provided by our customers and are unable to assure that

all such specifications do not infringe any third parties’ intellectual property rights.

In addition, we cannot rule out the possibility of third parties claiming that we are infringing
or contributing to the infringement of their intellectual property rights. We may be required to
obtain licences for such patents. If we need to do so, we could be required to pay royalties on
certain products of ours. There is no assurance that if we are required to obtain patent licences to
develop and sell our products, we will be able to obtain such patent licences on commercially
reasonable terms. Our inability to obtain these patent licences on commercially reasonable terms
could have a material adverse impact on our business, operating results, financial condition or

prospects.

Any litigation regarding patents or other intellectual property rights could be costly and time
consuming and could divert our management and key personnel from our business operations. In
addition, any intellectual property litigation involves significant risks. If there is a successful claim
of intellectual property rights infringement against us, we might be required to pay substantial
damages to the party claiming infringement, refrain from further sale of our products, develop

non-infringing technology or enter into costly licensing agreements on an on-going basis.
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However, we may not be able to obtain royalties or licensing agreements on terms acceptable to us
or at all. Any intellectual property litigation or successful claim could have a material adverse

effect on our business, operating results, financial condition or prospects.

Our future investments may not be successful, and such failure may affect our competitive

position, results of operations and financial conditions

We evaluate business opportunities and investments, which may benefit our business from
time to time, and we expect that we may make such investments in the future. If we identify
appropriate opportunities, we may invest in businesses or assets that are strategically important to
our business or form alliances with significant players in the industry to further expand our
business. However, we may not be successful in identifying suitable opportunities or completing
such transactions. Our ability to make investments may be restricted by, or subject to, various
approvals or may not otherwise be possible or may require us to seek additional financing.
Completed investments may also expose us to additional potential risks, including risks associated
with unforeseen or hidden liabilities, and the diversion of resources from our existing business.
Any of these factors may have an adverse effect on our business, results of operations, financial

condition.

We are exposed to foreign currency fluctuations as a result of our substantial global
operations, which may adversely affect our business, financial condition and results of

operations

The vast majority of our sales are denominated in US$ and our purchases and labour costs
are predominantly denominated in RMB. As such, we are subject to foreign exchange risks and our

profits may be adversely affected should RMB appreciate against USS.

Our reporting currency is RMB. When we prepare our consolidated financial statements, sales
made in foreign currencies are converted into RMB at average exchange rates of the relevant
financial years whereas foreign currency balance sheets are translated into RMB at the rates as at
the balance sheet date. Accordingly, the profits we derived in foreign currencies would be lower
should there be any appreciation in the exchange rates of RMB against the respective currencies.
For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, we
recorded a net foreign exchange gain/(loss) of RMB4.8 million, RMB1.7 million, RMB(7.9)
million and RMB(1.5) million, respectively. Fluctuations in foreign exchange rates may also affect
our customers’ purchasing power and their willingness to purchase our products. Our business,
financial condition and results of operations could be negatively affected by fluctuations in

exchange rates.
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Our operations may be subject to transfer pricing adjustments by competent authorities

During the Track Record Period, we produced our products through BHP Zhejiang. When
BHP UK or BHP Housewares received a purchase order, it would directly place a corresponding
purchase order to BHP Zhejiang for production. Finished goods were sold by BHP Zhejiang to
BHP UK or BHP Housewares on a cost-plus basis. During the Track Record Period, BHP Zhejiang

had not received a demand or challenge by any PRC authorities for additional tax payment.

There is no assurance that the relevant tax authorities would not subsequently challenge the
appropriateness of our Group’s transfer pricing arrangement or that the relevant regulations or
standards governing such arrangement will not be subject to future changes. If the relevant tax
authorities later find that the transfer prices and the terms that our Group has applied are not
appropriate, such authorities may require our Group to re-assess the transfer prices and re-allocate
the income or adjust the taxable income. Any such reallocation or adjustment could result in a
higher tax liability for our Group and may adversely affect the business, financial condition and

results of operation of our Group.

Any decrease or discontinuation of tax rebate towards exported goods may have a negative

effect on our profitability

According to the Notice of the Ministry of Finance and the SAT on the Value-Added Tax and
Consumption Tax Policy for Labor Services of Exported Goods* ({HAELHES ~ B R BLHS 4 )5 B it
F & W) 55 15 B8 (BB AN 5 2 BLIBUR 78 41) ) issued by Ministry of Finance and the SAT on 25 May
2012 and revised on 9 December 2014, unless otherwise provided by law, export goods and
services are subject to the exemption and refund of VAT policies. Subject to the relevant PRC
laws, we are entitled to a rebate of VAT from the PRC tax authority in connection with our export
sales for our products. The tax rebate comprised a refund of VAT incurred on the raw materials we
used for production of our products in the PRC, which are subsequently exported to overseas
countries. For the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, our tax rebate amounted to approximately RMB39.9 million, RMB47.9 million, RMB46.9
million and RMB18.1 million, respectively. We cannot assure you that the PRC governmental
policies on tax rebate will not change or that the current policies we enjoy will not be cancelled. If
there is any reduction, suspension, discontinuation or cancellation of tax rebate which may
adversely affect the recoverability of our value-added tax recoverable, our business, financial

condition and profitability would be adversely affected.
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Our non-compliance with relevant social insurance and housing provident fund contribution
laws and regulations in the PRC could lead to retrospective contribution and imposition of
fines and penalties

During the Track Record Period, BHP Zhejiang failed to pay the social insurance
contributions and housing provident fund contributions in full for its employees. For further
details, please refer to the paragraphs headed “Business — Legal and compliance” in this

prospectus.

Our Directors confirm that, the aggregate underpaid social insurance and housing provident
funds for the years ended 31 December 2018, 2019 and 2020 and four months ended 30 April
2021, amounted to approximately RMB0.3 million, RMBO0.2 million, nil and nil, respectively, with
respect to social insurance payments, and approximately RMB3.1 million, RMBO0.3 million, nil and

nil, respectively, with respect to housing provident fund contributions.

In the event that the relevant authority later strengthens the enforcement of the relevant laws
and regulations on social insurance and housing provident fund in respect of the enterprises within
its jurisdiction and accordingly considers it necessary to make retrospective contribution to social
insurance fund and housing provident fund contributions and impose penalties, the amount of
which may be significant, our Group’s business, financial condition and operating results may be

materially and adversely affected.

We may not be able to adequately manage our inventory and our inventory may suffer from
obsolescence or reduction in value

We manage our inventory to monitor the movements and utilisation of our raw materials
inventory and ensure sufficient supply of raw materials to support our production on a continuous
basis and we generally only place orders for some raw materials such as steel after we have
received confirmed purchase orders from our customers. Our Group’s inventory level of raw
materials as at 31 December 2018, 2019 and 2020 and four months ended 30 April 2021 amounted
to approximately RMB18.0 million, RMB22.2 million, RMB24.7 million and RMB32.1 million,
respectively. For further details, please refer to the paragraphs headed “Financial information —
Discussion on selected balance sheet items — Inventories” in this prospectus. However, we cannot
assure you that there will always be stable demands for our products, or that after purchase orders
are received, such orders will not be cancelled or reduced. In the event that we are not able to
secure sufficient purchases for our products, or that purchase orders placed are cancelled, reduced
or otherwise varied while we are not able to secure other purchasers who are willing to purchase
the relevant products, it is possible that our raw materials purchased for meeting orders will
become obsolete or reduce in value. In that case, our business, financial condition and results of

operations could have been materially and adversely affected.
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We outsource the delivery of our products to logistics providers and our customers may claim
us for the loss or damage to our products during delivery

As at 31 December 2018, 2019 and 2020 and four months ended 30 April 2021, we mainly
outsourced the delivery of our products to independent logistics providers for transportation from
our Huzhou Production Plant to the port for exporting. Our delivery cost accounted for
approximately 2.9%, 3.1%, 2.8% and 3.1%, respectively, of our total revenue for each of the years
ended 31 December 2018, 2019 and 2020 and four months ended 30 April 2021.

The logistics providers are responsible for any loss or damage to our products during delivery
and are responsible for the insurance coverage in respect of our products delivered by them. The
services provided by the logistics providers could be interrupted by various reasons beyond our
control, including poor handling by the logistics providers, transportation bottlenecks, adverse
weather conditions, natural disasters, social contests and labour strikes. There is no assurance that
the logistics providers have sufficient insurance coverage for our products delivered by them, if at
all. As such, our customers may have liability claims against us if there are any loss or damage to
our products during delivery and the logistics providers do not have sufficient or any insurance
coverage. Any such claims, regardless of whether they are ultimately successful, could cause us to
incur litigation costs, harm our business reputation and disrupt our operations. If any such claims
are ultimately successful, we could be liable for substantial damages, which could materially and

adversely affect our business, financial condition and operating results.

We are subject to interest rate risk

We have bank borrowings amounted to approximately RMB24.3 million, RMB26.7 million,
RMB15.9 million and RMB17.8 million as at 31 December 2018, 2019 and 2020 and 30 April
2021, respectively, which are subject to interest rate risks. Some of the banking facilities carry a
floating interest rate and our Group is subject to the interest rate risk. The ranges of effective
interest rates on bank borrowings as at 31 December 2018, 2019 and 2020 and 30 April 2021, were
ranged from 2.94% to 3.52% per annum, 2.55% to 2.68% per annum, 0.94% to 1.22% per annum
and 0.72% to 0.80% per annum, respectively. During the Track Record Period and up to the Latest

Practicable Date, our Group has not hedged any such interest rate risks.

Counterfeiting, imitation, and/or infringement by third-parties could negatively affect our
reputation and brand name, which in turns affects our sales, financial condition and results
of operations

We rely on intellectual property laws in the PRC, the United States, the United Kingdom and
other jurisdictions to protect our trademarks and brands. While we have undertaken measures to
manage our intellectual property portfolio to protect our trademarks and brands, including seeking

and maintaining proper registration of our trademarks and patents, the measures we take to protect
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our trademarks or other intellectual property rights may not be adequate to prevent unauthorised
use by third-parties. We cannot give assurance that counterfeiting or imitation of our products will
not occur in the future or, if it does occur, that we will be able to detect or address the problem
effectively. Any occurrence of counterfeiting or imitation of our products or other breaches of our
intellectual property rights could negatively affect our reputation and brand name, lead to loss of
consumer confidence in our brands, and, as a consequence, adversely affect (our results of
operations). Please refer to the paragraphs headed “2. Intellectual property rights” in Appendix V

to this Prospectus for further details regarding our intellectual properties.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

Global or regional economic, political, trade or other factors may affect our business

Our business is substantially affected by the global and regional economic and market
conditions, and level of international and regional trade. Political and trade disputes and trade
protectionism may result in the imposition of trade barriers or restrictions, sanctions, boycotts or
embargoes, new or increased tariffs and other factors such as acts of war, hostilities, epidemics or
terrorism, which would also adversely affect the international or regional trade volume and, in
turn, could have a material adverse effect on our business, financial condition and results of
operations as well as affecting our future expansion strategies. For example, if the recent
Sino-United States trade war persists and as a result the global economic environment deteriorates,
the demand for our products could be affected, which may in turn have an adverse impact on our
business, financial condition and results of operations. In addition, the utilisation rate of our
machinery and equipment is affected by the market demand and supply of household necessity
products, which is subject to the global economic condition. In the event that the global economy
fails to improve or further suffers a recession, the demand for our products would decrease
accordingly. Thereby, the utilisation rate of our production machinery and equipment would
decrease and our operating results and financial performance would be materially and adversely
affected.

We operate in a highly competitive market

The household necessity product industry is highly competitive and fragmented. There are a
significant number of industry players who provide similar products to ours, which include a
number of small to medium size enterprises. As at the end of 2020, there are approximately 600
drying racks manufacturers, 8,000 household cleaning tool manufacturers and over 3,000 kitchen
gadgets manufacturers in the PRC. Some of these enterprises may have greater access to capital,
longer operating histories, longer or more established relationships with their customers, better
distribution network, greater marketing and other resources than we do. New participants who

possess appropriate skills, local experiences, necessary machinery and equipment, capital and are
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eligible for the grant of the requisite licences by the relevant regulatory bodies may enter the
industry and compete with our Group. Intense competition may result in lower operating margins

and loss of market shares, which may adversely affect our profitability and operating results.

According to the CIC Report, most of our competitors focus on domestic market, therefore
the manufacturing industry for export is relatively concentrated. Our Group contributed to
approximately 6.6% of the export revenue in the drying rack manufacturing market in the PRC in
2020. If the competition intensifies, we may be under pressure to reduce sales price, which would
have an adverse impact on our profitability and operating results. We cannot guarantee that we can
cope with the enhanced competition in the future or that we can maintain our current position in
the industry.

We are subject to stringent environmental and workplace safety laws and regulations, and we
may incur substantial costs in complying with such laws and regulations and be subject to
potential liability

We are subject to various national and local PRC environmental laws and regulations, which
impose standards on the emission and treatment of pollutants created during the production process
of our products, and are required to obtain environmental protection assessment approval and
acceptance from the relevant PRC government authorities for the operation of Huzhou Production
Plant periodically. The standards and/or requirements in respect of our production processes and
raw materials may change from time to time, and we may not be able to respond to such changes
in a timely manner. Such changes may also increase our costs and burden for compliance, which

may materially and adversely affect our business, financial condition and results of operations.

As the PRC is experiencing substantial issues with environmental pollution, environmental
laws and regulations may become more stringent over time. As a result, we may need to incur
more costs and devote more resources to comply with these laws and regulations. Furthermore,
future changes in the scope, application and interpretation of these laws, regulations and approvals
may limit or restrict the production capacity or increase the costs in connection with the
installation of additional pollution control or safety improvement equipment or other related
expenses substantially, and thus adversely affect our business. In addition, failure to comply with
these laws and regulations could result in fines, penalties, clean-up costs or liabilities arising out

of such claims.

Any catastrophe, including outbreaks of health pandemics and other extraordinary events,

could severely disrupt our business operations

Our operations are vulnerable to interruption and damage from natural and other types of
catastrophes, including earthquakes, tsunami, fire, floods, hail, windstorms, severe winter weather

(including snow, freezing water, ice storms and blizzards), environmental accidents, power loss,
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communications failures, explosions, man-made events such as terrorist attacks, and similar events.
Due to their nature, we cannot predict the incidence, timing and severity of catastrophes. In
addition, changing climate conditions, primarily rising global temperatures, may be increasing, or
may in the future increase, the frequency and severity of natural catastrophes. If any such
catastrophe or extraordinary event were to occur in the future, our ability to operate our business
could be seriously impaired. Such events could make it difficult or impossible for us to deliver our
products to our customers and could decrease demand for our products. Our national footprint may
expose us to potential catastrophes of all types in a broad geographic area in the PRC. Since our
property insurance only covers property damages caused by a limited number of numerated natural
disasters and accidents and significant time could be required to resume our operations, our
financial position and operating results could be materially and adversely affected in the event of

any major catastrophic event.

RISKS RELATING TO OUR OPERATIONS IN THE PRC

Changes in political and economic policies of the PRC government could have an adverse
effect on the overall economic growth of the PRC, which could increase our manufacturing
costs and adversely affect our competitive position

Our production process and most of our business operations are conducted in the PRC.
Accordingly, our business, financial condition, operating results and prospects are affected
significantly by economic, political and legal developments in the PRC. The PRC economy differs
from the economies of most developed countries in many respects, including the degree of
government involvement, the level of development, the growth rate, the control of foreign

exchange, access to financing and the allocation of resources.

While the PRC economy has grown significantly in the past 30 years, the growth has been
uneven, both geographically and among various sectors of the economy. The PRC government has
implemented various measures to encourage economic growth and guide the allocation of
resources. Some of these measures benefit the overall PRC economy, but may also have a negative
effect on us. For example, our financial condition and operating results may be materially and
adversely affected by government control over capital investments or changes in tax regulations

that may be applicable to us.

The PRC economy has been transitioning from a planned economy to a more market oriented
economy. However, the PRC government still exercises significant control over the economic
growth of the PRC through the allocation of resources, controlling payment of foreign
currency-denominated obligations, setting monetary policies and providing preferential treatment
to particular industries or companies. Furthermore, as the PRC economy has become increasingly
linked with the global economy, the PRC is affected in various respects by downturns and

recessions of major economies around the world. Any adverse change in the economic conditions
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in the PRC, the policies of the PRC government or the laws and regulations in the PRC, could
have an adverse effect on the overall economic growth of the PRC and market demand for our

products and our competitive position.

In addition, SAFE promulgated the Circular on Reforming the Administration of Foreign
Exchange Settlement of Capital of Foreign-invested Enterprises® ([ 544 P J&) BH 72 20K A1 6
BEZEINEE AR 45 S P 2CAY% 1)), or Circular 19, on 30 March 2015. Under Circular
19, registered capital of a foreign-invested company (settled in Renminbi converted from foreign
currencies) may only be used within the business scope and other certain ways as listed in Circular
19. SAFE further promulgated the Circular on Policies for Reforming and Regulating the Control
over Foreign Exchange Settlement under the Capital Account, or Circular 16, on 9 June 2016,
which expressly prohibits foreign-invested enterprises from using registered capital settled in
Renminbi converted from foreign currencies for investment in securities or other investments other
than banks’ principal-secured products or the granting of loans to non-affiliated enterprises, with
the exception that such granting is expressly permitted in the business licence. Circular 19 and
Circular 16 may significantly limit our ability to transfer the net proceeds from an offering to our
PRC subsidiary and convert the net proceeds into Renminbi, which may adversely affect our

liquidity and our ability to fund and expand our business in the PRC.

Our business operations are subject to uncertainties with respect to the laws and regulations
of the PRC

Our business and operations in the PRC are governed by the laws of the PRC. The PRC law
is a codified system which comprises of statutory laws, regulations, circulars, administrative
directives and internal guidelines. Some of them, and the interpretation, implementation and

enforcement thereof, are still at the experimental stage and are therefore subject to policy changes.

In the event that our PRC subsidiary breaches any of the foregoing, whether by omission or
not, we will be subject to penalties prescribed therein. Owing to the fact that the legal system and
economic system are growing at different paces, some degree of uncertainty exists in connection as
to whether and how existing laws and regulations are applicable to certain circumstances.
Moreover, precedents on the interpretation, implementation and enforcement of the PRC laws and
regulations are of limited value for decisions, as the higher court decisions in the PRC do not
necessary have binding effect on lower courts. Accordingly, the outcome of dispute resolution may

not be as consistent or predictable as in other jurisdictions.

In addition, some regulatory requirements issued by certain PRC government authorities may
not be consistently applied. For example, we may have to resort to administrative and court
proceedings to enforce the legal protection that we enjoy either by law or contract. However, since
PRC administrative and court authorities have significant discretion in interpreting and

implementing statutory and contractual terms, it may be more difficult to evaluate the outcome of
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administrative and court proceedings and the level of legal protection we enjoy than in more
developed legal systems. These uncertainties may impede our ability to enforce the contracts we

have entered into with our business partners and customers.

Such uncertainties, including the inability to enforce our contracts, together with any
development or interpretation of PRC law that is adverse to us, could materially and adversely
affect our business and operations. Furthermore, intellectual property rights and confidentiality
protections in the PRC may not be as effective as in the more developed countries. We cannot
predict the effect of future developments in the PRC legal system, including the promulgation of
new laws, changes to existing laws or the interpretation or enforcement thereof, or the preemption
of local regulations by national laws. These uncertainties could limit the legal protections available
to us and other foreign investors, including you. In addition, any litigation in the PRC may be

protracted and result in substantial costs and diversion of our resources and management attention.
It could be difficult to effect service of process or to enforce foreign judgements in the PRC

Since most of our assets are located in the PRC, investors could encounter difficulties in
effecting service of process from outside the PRC upon us or most of our Directors and officers.
Moreover, it is understood that the enforcement of foreign judgements in the PRC is subject to
uncertainties. A judgement of a court from a foreign jurisdiction could be reciprocally recognised
or enforced if the jurisdiction has a treaty with the PRC or if the judgements of the PRC courts
have been recognised before in that jurisdiction, subject to the satisfaction of other requisite

requirements.

The PRC does not have treaties providing for the reciprocal recognition and enforcement of
judgements of courts with the Cayman Islands and many other countries and regions. Therefore,
recognition and enforcement in the PRC of judgements of a court in any of these non-PRC
jurisdictions in relation to any matter not subject to a binding arbitration provision could be

difficult or impossible.

Companies having business in the PRC may have a chance to be classified as a ‘“resident
enterprise” for PRC enterprise income tax purposes, and such classification could result in

unfavourable tax consequences to us and our non-PRC Shareholders

The PRC Enterprise Income Tax Law ({3 ANRILFMBEAENTEBIL)) (the “PRC EIT
Law”) which was promulgated by the SAT on 16 March 2007 and effective on 1 January 2008 and
last amended on 29 December 2019, enterprises established under the laws of jurisdictions other
than the PRC may nevertheless be considered as PRC tax resident enterprises for tax purposes if
these enterprises have their “de facto management body” within the PRC. Under the supplementary
rules for the PRC EIT Law, the term “de facto management body” is defined as a body which

substantially manages, or has control over the business, personnel, finance and assets, etc. of an
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enterprise. Since we are conducting business in the PRC through our PRC subsidiary and some of
the members of our management team continue to be located in the PRC after the effective date of
the PRC EIT Law, and we expect them to continue to be located in the PRC for the foreseeable
future, we may be considered as a PRC resident enterprise by the PRC tax authorities and
therefore be subject to the EIT at the rate of 25% on our worldwide income. If we are considered
by the PRC tax authorities as a PRC tax resident enterprise under the PRC tax regime, our

business, financial condition and operating results may be materially and adversely affected.

PRC tax laws on dividend distribution may adversely affect our operating results and
dividends payable by us to our foreign investors and gains on the sale of our Shares may be

subject to withholding taxes under PRC tax laws

Dividends received by foreign investors from foreign-invested enterprises were exempt from
withholding income tax prior to 1 January 2008. Therefore, we were exempt from withholding tax
on dividends we received from our PRC subsidiary prior to 1 January 2008. Under the PRC EIT
Law, a withholding income tax at the rate of 20% is applicable to dividends derived from sources
within the PRC paid by foreign-invested enterprises to their non-PRC parent companies. However,
pursuant to the implementation rules of the PRC EIT Law reduced withholding income tax rate of
10% shall be applicable in such cases. In addition, due to the Arrangement between Mainland
China and Hong Kong Special Administrative Region for the avoidance of Double Taxation and
Prevention of Fiscal Evasion With Respect to Taxes On Income* (< [AH 17 i 4 7l 47 B i B8] i 3
JIT 45 e o B EE B A BT IE i B PE) ), promulgated by the SAT and Hong Kong Special
Administrative Region on 21 August 2006 (the “Hong Kong Tax Treaty”), a company
incorporated in Hong Kong will be subject to withholding income tax at a rate of 5% on dividends
it receives from its PRC subsidiaries if it holds a 25% or more interest in that particular PRC
subsidiaries, or 10% if it holds less than a 25% interest in that subsidiaries. With respect to
dividends, the SAT promulgated the Notice on Certain Issues of “Beneficial Owners” under Tax
Treaty* (CERZ BB R BBl e [Zmra AN ARMERNAS)) on 3 February 2018
(the “Notice 97), which provides that conduit companies, which are established for the purpose of
evading or reducing tax, or transferring or accumulating profits, may not be recognised as
beneficial owners and thus will not be entitled to the above-mentioned reduced income tax rate of
5% under the Hong Kong Tax Treaty. It is unclear at this early stage whether the Notice 9 applies
to dividends from our PRC subsidiary paid to us through our Hong Kong subsidiary. It is possible
however, that under the Notice 9, the Hong Kong subsidiary would not be considered as the
“beneficial owner” of any such dividends, and that such dividends would as a result be subject to
income tax withholding at the rate of 10% rather than the favourable 5% rate applicable under the

Hong Kong Tax Treaty.

In addition, due to ambiguities in the PRC EIT Law and its implementation rules, a
withholding tax at the rate of 10% may also be applicable to dividends payable to investors

(excluding individual natural persons) that are non-resident enterprises to the extent such dividends
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are sourced within the PRC. Similarly, any gain realised on the transfer of our Shares by such
investors is also subject to a withholding tax at the rate of 10% if such gain is regarded as income
derived from sources within the PRC. If we are considered a resident enterprise in the PRC, it is
unclear whether the dividends we pay with respect to our Shares would be treated as income
derived from sources within the PRC and be subject to PRC income tax. If we are required under
the PRC EIT Law to withhold PRC income tax on our dividends payable to our foreign
Shareholders, or if you are required to pay PRC income tax on the transfer of the Shares, the value

of your investment in our Shares may be materially and adversely affected.

RMB is not freely convertible

The PRC government imposes controls on the convertibility of the RMB into foreign
currencies and, in certain cases, the remittance of currency out of the PRC. Under our current
corporate structure, our Cayman Islands holding company may rely on dividend payments from our
PRC subsidiary to fund any cash and financing requirements we may have. Under existing PRC
foreign exchange regulations, payments of current account items, including profit distributions,
interest payments and expenditures from trade related transactions, can be made in foreign
currencies without prior approval from SAFE provided that we satisfy certain procedural
requirements. However, approval from SAFE or its local counterpart is required where RMB is to
be converted into foreign currency and remitted out of the PRC to pay capital expenses under the

capital account such as the repayment of loans denominated in foreign currencies.

RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares, and the liquidity, market price and

trading volume of our Shares may be volatile

Prior to the Global Offering, there has been no public market for our Shares. The indicative
range of the Offer Price was determined as a result of negotiations between the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company. The Offer
Price may differ significantly from the market price for the Shares following the Global Offering.
We have applied for the listing of and permission to deal in our Shares on the Stock Exchange.
However, even if approved, being listed on the Stock Exchange does not guarantee that an active
trading market for our Shares will develop following the Global Offering or that our Shares will
always be listed and traded on the Stock Exchange. We cannot assure you that an active trading
market will develop or be maintained following the completion of the Global Offering, or that the

market price of our Shares will not decline below the Offer Price.

The price and trading volume of our Shares may be highly volatile. Factors such as variations
in our revenue, earnings and cash flows and announcements of new investments, strategic alliances

and/or acquisitions, fluctuations in market prices for our products or fluctuations in market prices
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for comparable companies could cause the market price of our Shares to change substantially. Any
such developments may result in large and sudden changes in the volume and price at which our

Shares will trade.

In addition, stock markets and the shares of companies listed on the Stock Exchange have
experienced substantial price and volume fluctuations from time to time that are not related to the
operating performance of any particular company. These fluctuations may also materially and

adversely affect the market price of our Shares.

The interests of our Controlling Shareholders may differ from those of our other
Shareholders

Immediately following the Capitalisation Issue and the Global Offering, without taking into
account the exercise of the Over-allotment Option, our Controlling Shareholders will beneficially
own 75% of the Shares. The interests of our Controlling Shareholders may differ from the interests
of our other Shareholders. If the interests of our Controlling Shareholders conflict with the
interests of our other Shareholders, or if our Controlling Shareholders choose to cause us to pursue
strategic objectives that conflict with the interests of our other Shareholders, those Shareholders
may be disadvantaged by the actions that our Controlling Shareholders choose to cause us to

pursue.

Our Controlling Shareholders may have significant influence in determining the outcome of
any corporate transaction or other matter submitted to our Shareholders for approval, including
mergers, consolidations and the sale of all, or substantially all, of our assets, election of Directors,
and other significant corporate actions. Our Controlling Shareholders have no obligation to

consider our interests or the interests of our other Shareholders.

Investors for our Shares will experience immediate dilution

The Offer Price is higher than the net tangible asset value per Share. Hence, investors of our
Offer Shares will experience an immediate dilution in the unaudited pro forma adjusted net
tangible asset value to HK$0.67 and HK$0.72 per Share based on the Offer Price at HK$1.0 and
HK$1.2 per Offer Share respectively.

Shareholders’ interests in our Company may be diluted as a result of additional equity fund

raising

We may need to raise additional funds due to changes in business conditions, or to finance
our future plans, whether in relation to our existing operations or any future acquisitions. If
additional funds are raised by way of issuing Shares or equity-linked securities other than on a

pro-rata basis to existing Shareholders, our existing Shareholders’ shareholding may be reduced,
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the earnings per Share and the net tangible asset value per Shares would diminish and/or such
newly issued securities may have rights, preferences and privileges superior to the Shares of our

existing Shareholders.

There was no prior public market for our Shares. If an active trading market for our Shares
does not develop, the prices of our Shares may be adversely affected and may decline below the
Offer Price. Further, the Offer Price was the result of negotiations between us and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters). Such Offer Price may differ

significantly from the market price for the Shares following the Global Offering.

Further, we cannot assure you that an active trading market will develop or be maintained
following completion of the Global Offering, or that the market price of our Shares will not

decline below the Offer Price.

There is a time lag between pricing and commencement of trading of the Shares, and the

price of our Shares may fall before trading begins

As there will be a gap of several days between the pricing and the trading of our Offer
Shares, holders of our Offer Shares are subject to the risk that the price of our Offer Shares could
fall during the period before trading of our Offer Shares begins. The Offer Price of our Shares is
expected to be determined on the Price Determination Date, which is expected to be on or around
Friday, 5 November 2021. However, our Shares will not commence trading on the Stock Exchange
until the Listing Date, which is expected to be on or around Friday, 12 November 2021. As a
result, investors may not be able to sell or otherwise deal in our Shares during the period between
the Price Determination Date and the Listing Date. Our Shares will not commence trading on the
Stock Exchange until they are delivered, which is expected to be several business days after the
closing of application lists. As a result, investors may not be able to sell or deal in our Shares

during that period.

Accordingly, Shareholders are subject to the risk that the price of our Shares could fall before
trading begins as a result of adverse market conditions or other adverse developments that could

occur between the time of sale and the time trading begins.

Investors may experience difficulties in enforcing their shareholders’ rights because our
Company is incorporated in the Cayman Islands, and the protection to minority shareholders
under the Cayman Islands law may be different from that under the laws of Hong Kong or

other jurisdictions

Investors may experience difficulties in enforcing their shareholders’ rights because our
Company is incorporated in the Cayman Islands, and the protection to minority shareholders under

the Companies Act may be different from that under the laws of Hong Kong or other jurisdictions.
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Our Company is incorporated in the Cayman Islands and its affairs are governed by, among
others, the Memorandum and Articles of Association, the Companies Act and common law
applicable in the Cayman Islands. The laws of the Cayman Islands may differ from those of Hong
Kong or other jurisdictions where investors may be located. As a result, minority Shareholders
may not enjoy the same rights as pursuant to the laws of Hong Kong or such other jurisdictions. A
summary of the Cayman Islands company law on among other things, protection of minority

Shareholders is set out in Appendix IV to this prospectus.

Dividends paid in the past may not be indicative of the amount of future dividend payments

or our Group’s future dividend policy

For the years ended 31 December 2018, 2019 and 2020, an interim dividend of nil, RMB31.5
million and nil, respectively, has been declared and appropriated by Grand Resources to its then
shareholders. The dividends declared and paid as aforesaid do not amount to any guarantee,
representation or indication that the Company must or will declare and pay dividends in such
manner in the future or at all. Particulars of the dividend policy to be adopted by our Group
following the Listing are set out in the paragraphs headed “Financial information — Dividend
policy” in this prospectus. There can be no assurance and in fact it is not expected that the amount
of dividends which may be declared by the Company in the future, if any, will be at the level
declared and paid by the Company immediately prior to Listing.

RISKS RELATING TO THE STATEMENT IN THIS PROSPECTUS

Investors should read the entire prospectus and should not rely on any information contained

in press articles or other media coverage regarding us and the Global Offering

We strongly caution our investors not to rely on any information contained in press articles or
other media regarding us and the Global Offering. Prior to the publication of this prospectus, there
may be press and media coverage regarding the Global Offering and us. Such press and media
coverage may include references to certain information that does not appear in this prospectus,
including certain operating and financial information and projections, valuations and other
information. We have not authorised the disclosure of any such information in the press or media
and do not accept any responsibility for any such press or media coverage or the accuracy or
completeness of any such information or publication. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication. To
the extent that any such information is inconsistent or conflicts with the information contained in
this prospectus, we disclaim responsibility for it and our investors should not rely on such

information.
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Certain facts, forecast and other statistics in this prospectus obtained from publicly available
sources have not been independently verified and may not be reliable

Certain facts, forecast and other statistics in this prospectus are derived from various
government and official resources. However, our Directors cannot guarantee the quality or
reliability of such source materials. We believe that the sources of the said information are
appropriate sources for such information and have taken reasonable care in extracting and
reproducing such information. We 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. Nevertheless, the information derived from official government publications has not
been independently verified by us, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Underwriters or any of their respective affiliates or
advisers (except CIC) and, therefore, we make no representation as to the accuracy of such facts
and statistics. Further, we cannot assure our investors that they are stated or compiled on the same
basis or with the same degree of accuracy as similar statistics presented elsewhere. In all cases,
our investors should consider carefully how much weight or importance should be attached to or
placed on such facts or statistics.

Forward-looking statements contained in this prospectus are subject to risks and

uncertainties

This prospectus contains forward-looking statements with respect to our business strategies,
operating efficiencies, competitive positions, growth opportunities for existing operations, plans
and objectives of management, certain pro forma information and other matters. The words “aim”,
“anticipate”, “believe”, “could”, “predict”, “potential”, “continue”, “expect”, “intend”, “may”,
“might”, “plan”, “seek”, “will”, “would”, “should” and the negative of these terms and other
similar expressions identify a number of these forward-looking statements. These forward looking
statements, including, amongst others, those relating to our future business prospects, capital
expenditure, cash flows, working capital, liquidity and capital resources are necessarily estimates
reflecting the best judgement of our Directors and management and involve a number of risks and
uncertainties that could cause actual results to differ materially from those suggested by the
forward-looking statements. As a consequence, these forward-looking statements should be
considered in light of various important factors, including those set out in the section headed “Risk
factors” in this prospectus. Accordingly, such statements are not a guarantee of future performance

and investors should not place undue reliance.
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In preparation for the Global Offering, we have sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, a new applicant applying for a primary listing on
the Stock Exchange must have a sufficient management presence in Hong Kong, this will normally
mean that at least two of its executive directors must be ordinarily resident in Hong Kong. Since
the business operations of our Group is primarily located in the PRC, our Group does not, and in
the foreseeable future will not, have sufficient management presence in Hong Kong for the
purpose of satisfying the requirements under Rule 8.12 of the Listing Rules. Currently, all of our
executive Directors reside in the PRC. Accordingly, we have applied to the Stock Exchange for,
and the Stock Exchange has granted, a waiver from strict compliance with the requirements under
Rule 8.12 of the Listing Rules.

Notwithstanding that upon the Listing, we will not have at least two executive Directors who
are ordinarily residents in Hong Kong, the following will continually allow us to maintain regular

communications with the Stock Exchange for the purpose of Rule 8.12 of the Listing Rules:

(a) we have appointed two authorised representatives (the “Authorised Representatives”)
in compliance with Rule 3.05 of the Listing Rules, who will act as our principal channel
of communication with the Stock Exchange and will ensure that our Group complies
with the Listing Rules at all times. The two Authorised Representatives are Mr. Zhu,
one of our executive Directors and Ms. Lam Shi Ping, one of our joint company
secretaries. Ms. Lam Shi Ping is a Hong Kong permanent resident and Mr. Zhu
possesses valid travel documents to visit Hong Kong and is able to renew such travel
documents when they expire in order to visit Hong Kong. Each of the Authorised
Representatives will be available to meet with the Stock Exchange in Hong Kong within
a reasonable time frame upon the request of the Stock Exchange and will be readily

contactable by telephone, facsimile and email;

(b) each of the Authorised Representatives has means to contact all members of the Board
(including our independent non-executive Directors) and of the senior management team
promptly at all times as and when the Stock Exchange wishes to contact our Directors
for any matters. Our Directors who are not ordinarily resident in Hong Kong have
confirmed that they possess or can apply for valid travel documents to visit Hong Kong
and would be able to meet with the Stock Exchange within a reasonable period of time,
when required. To enhance the communication between the Stock Exchange, the
Authorised Representatives and our Directors, we will implement a policy that (a) each
Director will have to provide their respective office phone number(s), mobile phone

number(s), residential phone number(s), facsimile number(s) and email address(es) (if
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applicable) to the Authorised Representatives and the Stock Exchange; and (b) in the
event that a Director expects to travel and/or otherwise be out of office, he/she will

provide the contact details to the Authorised Representatives;

(c) we have appointed Giraffe Capital Limited as our compliance adviser (the “Compliance
Adviser”) in compliance with Rule 3A.19 of the Listing Rules, which will have access
at all times to our Authorised Representatives, Directors and senior management, and

will act as an additional channel of communication between the Stock Exchange and us;

(d) we will appoint other professional advisers (including legal advisers and accountants)
after the Listing to assist us in dealing with any questions which may be raised by the
Stock Exchange and to ensure that there will be sufficient communication with the

Stock Exchange; and

(e) meeting(s) between the Stock Exchange and our Directors can be arranged through the
Authorised Representatives or the Compliance Adviser, or directly with our Directors
within a reasonable period. We will inform the Stock Exchange promptly in respect of

any changes in the Authorised Representatives and the Compliance Adviser.

CONTINUING CONNECTED TRANSACTIONS

We have entered into certain transactions which will constitute non-exempt continuing
connected transactions of our Company under the Listing Rules upon the Listing. We have,
pursuant to Rule 14A.105 of the Listing Rules, applied to the Stock Exchange for, and the Stock
Exchange has granted, a waiver from strict compliance with the relevant requirements under
Chapter 14A of the Listing Rules in respect of the non-exempt continuing connected transactions.
Please refer to the section headed “Continuing connected transactions — Non-exempt continuing

connected transactions” for further details.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors (including any proposed Director who is named as
such in this prospectus) collectively and individually accept full responsibility, includes particulars
given in compliance with the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
the Securities and Futures (Stock Market Listing) Rules of Hong Kong (Chapter 571V of the Laws
of Hong Kong) and the Listing Rules for the purposes of giving information with regard to our
Group.

Our 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
materials 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.

HONG KONG PUBLIC OFFERING, UNDERWRITING AND INFORMATION ON THE
GLOBAL OFFERING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the GREEN Application Form set out the terms and conditions of the Hong Kong
Public Offering.

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the GREEN Application Form and on the terms and
subject to the conditions set out herein and therein. No person is authorised to give any
information in connection with the Global Offering or to make any representation not contained in
this prospectus, and any information or representation not contained herein must not be relied upon
as having been authorised by us, the Sole Sponsor, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Underwriters, any of their respective directors,
agents, employees or advisers or any other party involved in the Global Offering.

Conditions imposed by the SFC pursuant to section 6(3)(b) of the Securities and Futures
(Stock Market Listing) Rules

Pursuant to section 6(3)(b) of the Securities and Futures (Stock Market Listing) Rules, the
SFC is imposing the following conditions to the Listing:

(i) Our Company having provided a complete list of the intermediaries involved in the
placing, distribution or underwriting of the Global Offering (including the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, underwriting syndicate
members, non-syndicate sub-placing agents and distributors) (each an “Intermediary”
and together, the “Intermediaries”) and the amount of placing and underwriting
commissions and incentives paid/to be paid to each of them by 1700 hours Hong Kong
time on the business day immediately preceding the Listing Date.
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(i) Our Company, the Sole Sponsor and each of the Intermediaries (as the case may be)

having confirmed to the SFC and the Stock Exchange the following matters in writing

by 1700 hours Hong Kong time on the business day immediately preceding the Listing

Date:

(a)

(b)

(c)

No benefits (in whatever form, including rebate, discount, incentive, commission,
loan or otherwise) have been or will be given by our Company, any of its
Controlling Shareholders, subsidiaries, Directors, senior management or any of
their respective associates, to (i) the Sole Sponsor, (ii) any of the Intermediaries or
(iii)) any of the placees (including the ultimate beneficial owners, subsidiaries,
directors, senior management or the respective associates of the parties referred to
in (i), (i) and (iii)) (together, the “Relevant Parties”) directly or indirectly in
connection with the Global Offering other than those set out in the Sole Sponsor
engagement letter, placing and sub-placing agreements and/or underwriting

agreements (as the case may be) and this prospectus.

No benefits (in whatever form, including rebate, discount, incentive, commission,
loan or otherwise) have been or will be given by the relevant Intermediary
(including its ultimate beneficial owner, subsidiaries, directors, senior management
or their respective associates) to (i) any other Intermediary or (ii) any of the
placees (including the ultimate beneficial owners, subsidiaries, directors, senior
management or the respective associates of the parties referred to in (i) and (ii))
directly or indirectly in connection with the Global Offering other than those set
out in the placing and sub-placing agreements and/or underwriting agreements (as

the case may be) and this prospectus.

No side agreement, arrangement, undertaking or otherwise (verbal or written) has
been or will be entered into by our Company (including its Controlling
Shareholders, subsidiaries, Directors, senior management or their respective
associates) and the Relevant Parties in connection with the Global Offering or any
subsequent dealings in respect of the Company’s securities, other than those set out
in the respective Sole Sponsor engagement letter, placing and sub-placing
agreements and/or underwriting agreements (as the case may be) and this

prospectus.

(iii) Our Company undertakes that it will disclose the following in its first annual report

published after the Listing and the annual report for the first full financial year after the

Listing:

(@)

The confirmations set out in condition (ii) above;
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(b)

(c)

The details of any transactions between (i) our Company, our Controlling
Shareholders, subsidiaries, Directors, senior management or their respective
associates; and (ii) any of the Relevant Parties, consultants or advisers involved in
the application of the Listing, commencing from the beginning of the respective
financial years and ending on the date of such respective annual reports, or a

negative statement where applicable; and

Where our Company or any of its subsidiaries is a party to the transaction(s)
referred to in condition (iii) (b) above, the views of our Company’s independent
non-executive Directors and our compliance adviser on whether such transaction(s)
was/were entered into in the ordinary and usual course of business of our Company
and its subsidiaries, conducted on normal commercial terms and was/were in the

interests of the Shareholders as a whole.

(iv) The conditions imposed by the SFC for not objecting to the Listing are set out in full in

this prospectus. Notwithstanding that, the SFC may impose further conditions for not

objecting to the Listing at any time before the Listing.

Conditions for our Company’s Listing imposed by the Listing Committee of the Stock

Exchange (the “Listing Committee”): -

The Listing Committee imposed the following two conditions to our Company’s Listing: -

(1)

(i1)

our Company and the Sole Sponsor should provide the Listing Committee with concrete

details of our Company’s marketing plan, including our strategies for investor targeting,

marketing, pricing and allocation. Where there is any subsequent departure from these

strategies, our Company and the Sole Sponsor should provide explanations and address

any further enquiries in this regard; and

our Company undertakes that it should report to its compliance advisor on the status of

the use of proceeds on a monthly basis for 12 months following its Listing, and our

Company and its compliance advisor should timely inform the Stock Exchange of

deviations from the use of proceeds and/or underwriting commission and listing

expenses as stated in this prospectus, and where appropriate, make announcements.

If our Company fails to fulfil the aforesaid condition (i) and undertake to comply with

condition (ii), listing approval will not be granted to our Company. Hence, our Company may not

obtain the listing approval for the Listing.

Details of the structure of the Global Offering, including its conditions, are set out in the
section headed “Structure of the Global Offering”.
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The Listing is sponsored by the Sole Sponsor. The Hong Kong Public Offering is fully
underwritten by the Hong Kong Underwriters under the terms of the Hong Kong Underwriting
Agreement and is subject to us and the Joint Global Coordinators (for themselves and on behalf of
the Underwriters) agreeing on the Offer Price. An International Underwriting Agreement relating
to the International Placing is expected to be entered into on or around the Price Determination
Date, subject to the Offer Price being agreed. The Global Offering is managed by the Joint Global
Coordinators.

If, for any reason, the Offer Price is not agreed among us and the Joint Global Coordinators
(for themselves and on behalf of the Underwriters), the Global Offering will not proceed and will
lapse. For full information about the Underwriters and the underwriting arrangements, please see

the section headed “Underwriting” in this prospectus.

Neither the delivery of this prospectus nor any offering, sale or delivery made in connection
with the Offer Shares should, under any circumstances, constitute a representation that there has
been no change or development reasonably likely to involve a change in our affairs since the date
of this prospectus or imply that the information contained in this prospectus is correct as of any

date subsequent to the date of this prospectus.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedures for applying for Hong Kong Offer Shares are set out in the section headed
“How to apply for the Hong Kong Offer Shares” in this prospectus.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the

section headed “Structure and conditions of the Global Offering” in this prospectus.

RESTRICTIONS ON SALE OF OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering
will be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of

the restrictions on offers of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than Hong Kong, or the distribution of this prospectus and/or the GREEN Application Form
in any jurisdiction other than Hong Kong. Accordingly, this prospectus and/or the GREEN
Application Form 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

authorised or to any person to whom it is unlawful to make such an offer or invitation. The
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distribution of this prospectus and the offering 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.

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 and to be issued as mentioned in this prospectus pursuant to the Global
Offering (including Shares to be issued pursuant to the Capitalisation Issue and Shares which may

fall to be issued upon the exercise of the Over-allotment Option).

Save as disclosed in this prospectus, no part of the share or loan capital of our Company is
listed on or dealt in on any other stock exchange and no such listing or permission to list is being

or is proposed to be sought in the near future.

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

Stock Exchange.

DEALING ARRANGEMENT

Assuming that the Global Offering becomes unconditional at or before 8:00 a.m. in Hong
Kong on or around Friday, 12 November 2021, it is expected that dealings in the Shares on the
Stock Exchange will commence at 9:00 a.m. on Friday, 12 November 2021. The Shares will be
traded in board lots of 2,000 Shares each and are freely transferable. The stock code of the Shares
will be 1491.

ADMISSION OF THE SHARES INTO CCASS

If the Stock Exchange grants the approval for listing of, and permission to deal in, our Shares
and we comply with the stock admission requirements of HKSCC, our 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 as determined by HKSCC. Settlement of transactions between
participants of the Stock Exchange is required to take place in CCASS on the second settlement

day after any trading day.
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All activities under CCASS are subject to the General Rules of CCASS and CCASS

Operational Procedures in effect from time to time.

Investors should seek the advice of their stockbrokers or other professional advisers for
details of the settlement arrangement as such arrangements may affect their rights and interests.

All necessary arrangements have been made enabling the Shares to be admitted into CCASS.

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our principal share
registrar, Maples Fund Services (Cayman) Limited, in the Cayman Islands and our Company’s
Hong Kong branch register of members will be maintained by our Hong Kong Share Registrar,
Boardroom Share Registrars (HK) Limited. Unless our Directors otherwise agree, all transfer and
other documents of title of Shares must be lodged for registration with and registered by the Hong

Kong Share Registrar and may not be lodged in the Cayman Islands.

All Offer Shares will be registered on the Hong Kong branch register of members of our
Company in Hong Kong. Dealings in the Shares registered on our Hong Kong branch register of
members will be subject to Hong Kong stamp duty. The stamp duty is charged to each of the seller
and purchaser at the ad valorem rate of 0.13% of the consideration for, or (if greater) the value of,
the Shares transferred. In other words, a total of 0.26% is currently payable on a typical sale and
purchase transaction of the Shares. In addition, a fixed duty of HK$5 is charged on each

instrument of transfer (if required).

Unless determined otherwise by our Company, dividends payable in Hong Kong dollars in
respect of Shares will be paid to the Shareholders listed on the register of members of our
Company, by ordinary post, at the Shareholders’ risk, to the registered address of each Shareholder
of our Company entitled, or in the case of joint Shareholders, to the registered address of that one
whose name stands first in the register of members in respect of the joint holding, or to such
person and to such address as the holder or joint holders may in writing direct, in accordance with
the Articles.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications of subscribing for, purchasing,
holding or disposal of, and dealing in our Shares (or exercising rights attached to them). None of
our Group, the Sole Sponsor, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead

Managers, the Underwriters, any of their respective directors or any other person or party involved
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in the Global Offering accepts responsibility for any tax effects on, or liabilities of, any person
resulting from the subscription, purchase, holding or disposal of, dealing in, or the exercise of any

rights in relation to, our Shares.

ROUNDING

Certain amounts and percentage figures included in this prospectus have been subject to
rounding adjustments. Accordingly, totals of rows or columns of numbers in tables may not be
equal to the apparent total of individual items. Where information is presented in thousands or
millions of units, amounts may have been rounded up or down. Any discrepancies in any table

between totals and sums of individual amounts listed in any table are due to rounding.

Unless otherwise specified, all references to any shareholdings in our Company assume none

of the Over-allotment Option is exercised.

LANGUAGE TRANSLATION

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

shall govern.

CURRENCY TRANSLATIONS

Unless otherwise specified, translation of Renminbi into Hong Kong dollars, or US$ into
HKS$ in this prospectus, and vice versa in this prospectus as at the Latest Practicable Date are

based on the exchange rate set out below (for the purpose of illustration only):

US$1.00: HK$7.83
RMB1.00: HK$1.14

For exchange rates translations through this prospectus (if any), no representations is made

that any amount in Renminbi, US$ and HKS$ can be or could have been converted at the relevant

dates at the above exchange rate or at any other rate.
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DIRECTORS

Name Residential Address Nationality
Executive Directors

Mr. Zhu Boming (4Af1HH) Block 32 Chinese
House Li Ting
West Bailu County
Liangzhu Cultural Village
Hangzhou, Zhejiang
PRC

Mr. Fang Gaisheng (77 U 4) Unit 403 Chinese
Block 1, Yuquan Court 1
Feicui Community
Xianlin Street
Yuhang District
Hangzhou, Zhejiang
PRC

Mr. Mao Chungen (BEER) Room 1101, Block 9 Chinese
Xiangzhuyuan
Baihe Apartment
Zhongxing South Road
Tashan Community
Wukang Town
Deqing County
Hangzhou, Zhejiang

PRC

Non-executive Director

Ms. Zhu Yi (R28) Block 2, Building Chinese
No. 7, Phase 1

West Bailu County
Liangzhu Cultural Village
Hangzhou, Zhejiang

PRC
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Name Residential Address Nationality
Independent non-executive Directors

Mr. Guan Yuchun (B %) Room 501, 2/F, New Block  Chinese
No. 255 Hospital
Lunan District
Tangshan, Hebei
PRC

Mr. Zhao Xiaoming (i &) Room 405, Block B2 Chinese
Fenghuang Shuicheng
Jinjiling Road
Hexi, Sanya
PRC

Ms. Kung On Yee Annet (%ﬁ'fﬁ‘ Flat E, 5/F, Block 8 Chinese
8 Shan Yin Road
Grand Palisades
Tai Po, New Territories

Hong Kong

For further information of our Directors, please refer to the section headed “Directors and

senior management” in this prospectus.
PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor Giraffe Capital Limited
3/F, 8 Wyndham Street
Central

Hong Kong

Joint Global Coordinators Giraffe Capital Limited
3/F, 8 Wyndham Street
Central

Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central

Hong Kong
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Joint Bookrunners

Joint Lead Managers

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Giraffe Capital Limited
3/F, 8 Wyndham Street
Central

Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central

Hong Kong

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Quasar Securities Co., Limited
Unit A, 12/F

Harbour Commercial Building
122—-124 Connaught Road
Central

Hong Kong

Giraffe Capital Limited
3/F, 8 Wyndham Street
Central

Hong Kong

First Shanghai Securities Limited
19/F, Wing On House

71 Des Voeux Road Central

Hong Kong
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Legal advisers to our Company

Guotai Junan Securities (Hong Kong) Limited
27/F., Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

Quasar Securities Co., Limited
Unit A, 12/F

Harbour Commercial Building
122-124 Connaught Road
Central

Hong Kong

Chuenman Securities Limited
Office A, 10/F, Sang Woo Building
227-228 Gloucester Road

Wan Chai

Hong Kong

FUTEC Financial Limited
Suite 622, Ocean Centre
Harbour City

Tsim Sha Tsui

Kowloon

Hong Kong

Yuan Tong Global Securities Limited
Suite 901, 9/F

118 Connaught Road West

Sai Ying Pun

Hong Kong

As to Hong Kong law
P. C. Woo & Co.
12/F, Prince’s Building
No. 10 Chater Road
Central

Hong Kong
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Mr. Leung Wai-Keung, Richard
38/F, Gloucester Tower

The Landmark

Central

Hong Kong

As to Cayman Islands law

Maples and Calder (Hong Kong) LLP
26th Floor, Central Plaza

18 Harbour Road

Wanchai

Hong Kong

As to PRC law

GuangDong Sun Law Firm
6/F SBG Building

No. 1001 Lianhua Br. Rd.
Futian District

Shenzhen

PRC

As to UK law
DKLM LLP

City House

3 Cranwood Street
London

EC1V 9PE

United Kingdom

As to US law

Alston & Bird LLP

One Atlantic Center

1201 West Peachtree Street
Suite 4900

Atlanta, GA 30309-3424

United States of America
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Legal advisers to the Sole Sponsor

and the Underwriters

Auditor and reporting

accountants

As to Australian law
McCullough Robertson
Level 32, 25 Martin Place
Sydney NSW 2000
Australia

As to German law

Henseler & Partner Rechtsanwiilte mbB
Graf-Adolf-Platz 12,

40213 Diisseldorf,

Germany

As to Hong Kong law
TC & Co.

Units 2201-2203

22/F., Tai Tung Building
8 Fleming Road
Wanchai

Hong Kong

As to PRC law

Dentons

3F&4F, Block A

Shenzhen International Innovation Center
No. 1006, Shennan Boulevard

Futian District

Shenzhen

PRC

Grant Thornton Hong Kong Limited
Certified Public Accountants

11" Floor

Lee Garden Two

28 Yun Ping Road

Causeway Bay

Hong Kong
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Internal control consultant

Industry consultant

Independent Property Valuer

Receiving Bank

SHINEWING Risk Services Limited
43/F, Lee Garden One

33 Hysan Avenue

Causeway Bay

Hong Kong

China Insights Industry Consultancy Limited
10F, Block B

Jing’an International Center

88 Puji Road

Jing’an District

Shanghai

PRC

AVISTA Valuation Advisory Limited
23/F, Siu On Centre

188 Lockhart Road

Wanchai

Hong Kong

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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Registered office in the
Cayman Islands

Principal place of business in
the PRC

Principal place of business in

Hong Kong

Company’s website

Joint company secretaries

Authorised representatives

Audit committee

PO Box 309, Ugland House
Grand Cayman KY1-1104
Cayman Islands

No. 378 Guangming Street

Deqing Economic Development Zone Deqing County
Zhejiang

PRC

Room 602, 6/F

Golden Gate Commercial Building
136-138 Austin Road

Tsim Sha Tsui

Hong Kong

www.betterhomechina.com
(the information contained on this website does not form
part of this prospectus)

Ms. Lam Shi Ping (ML) (acs, Acis)
31/F

148 Electric Road

North Point

Hong Kong

Mr. Leung Man Hang (2#1T) (HKICPA)
Flat 502, 5/F, Wang Yip House

Wang Tau Hom Estate

Wong Tai Sin, Kowloon

Hong Kong

Mr. Zhu Boming (AAf1H)
Block 32

House Li Ting

West Bailu County
Liangzhu Cultural Village
Hangzhou, Zhejiang

PRC

Ms. Lam Shi Ping (FRft3%)
31/F

148 Electric Road

North Point

Hong Kong

Ms. Kung On Yee Annet (#%18) (chairman)
Mr. Guan Yuchun (BAHi#&)
Mr. Zhao Xiaoming (HEBERH)
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Remuneration committee

Nomination committee

Cayman Islands principal share

registrar

Hong Kong branch share
registrar and transfer office

Compliance adviser

Principal banker

Mr. Zhao Xiaoming (G BER]) (chairman)
Mr. Guan Yuchun (BHi#&)
Mr. Zhu Boming (41H )

Mr. Zhu Boming (KAA) (chairman)
Ms. Kung On Yee Annet (ﬁf&‘f’ﬁ
Mr. Guan Yuchun (BAHi#&)

Maples Fund Services (Cayman) Limited
PO Box 1093, Boundary Hall

Cricket Square

Grand Cayman, KY1-1102

Cayman Islands

Boardroom Share Registrars (HK) Limited
2103B, 21/F

148 Electric Road

North Point

Hong Kong

Giraffe Capital Limited

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

3/F, 8 Wyndham Street

Central

Hong Kong

Bank of China Limited
Deqing Branch

No. 38 Yong An Jie
Wukangzhen

Deqing County

Huzhou City

Zhejiang Province

PRC
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The information presented in this section, including certain facts, statistics and data, is
derived from the market research report prepared by CIC, which was commissioned by us, and
Jfrom various official government publications and other publicly available publications, unless
otherwise indicated. We believe that these sources are appropriate for such information and we
have taken reasonable care in extracting and reproducing such information. We have no reason
to believe that such information is false or misleading in any material respect or that any fact
has been omitted that would render such information false or misleading in any material
respect. The information derived from official government publications has not been
independently verified by our Company, the Sole Sponsor, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of our or their respective

directors, officers or representatives or any other person involved in the Global Offering

(except CIC) and no representation is given as to its accuracy.

SOURCE OF INFORMATION

We commissioned CIC, a market research and consulting company founded in Hong Kong
and an Independent Third Party engaging in the provision of professional industry consulting
across multiple industries, to conduct an analysis of, and to report on the (i) laundry product
markets in the PRC, the UK, Germany and Australia; and (ii) household cleaning tool market in
the PRC and the US. The CIC Report has been prepared by CIC independent of our influence. The
fee payable to CIC for preparing the CIC Report is HK$650,000, which we consider reflects

market rate for such report.

CIC is an independent professional market research company with solid experience in their
profession. The information and data collected by CIC have been analysed, assessed and validated
using CIC’s in-house analysis models and techniques. The primary research was conducted via
interviews with key industry experts and leading industry participants. The secondary research
involved analysis of market data obtained from several publicly available data sources, such as the
National Bureau of Statistics of the PRC and industry associations. The methodology used by CIC
is based on information gathered from multiple levels and allows such information to be
cross-referenced for reliability and accuracy. On such basis we consider the data and statistics

extracted from the CIC Report to be reliable.

The CIC Report contains a variety of market projections which were produced with the
following key assumptions: (i) the PRC’s economic development is likely to continue to maintain a
steady growth trend during the forecast period; (ii) related industry key drivers are likely to drive
the drying rack market and household cleaning tool manufacturing market; (iii) related industry
key drivers are likely to drive the laundry product markets in the UK, Germany and Australia and

household cleaning tool market in the US in the forecast period; and, (iv) there is no extreme force
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majeure or industry regulations in which the markets may be affected either dramatically or
fundamentally. The reliability of the CIC Report may be affected by the accuracy of the foregoing

assumption and factors.

We are principally engaged in the design, development, manufacture and sale of a wide
variety of (i) laundry products; (ii) household cleaning tools; and (iii) kitchen gadgets, with our
production plant based in the PRC. During the Track Record Period, we derived most of our
revenue from our sales of laundry products delivered to the United Kingdom, Germany and
Australia. For the years ended 31 December 2018, 2019 and 2020 and the four months ended 30
April 2021, our sales of laundry products delivered to these major countries constituted
approximately 85.1%, 86.2%, 79.2% and 75.6% of our total revenue of laundry products,
respectively. Meanwhile, we also derived a substantial portion of our revenue from our sales of
household cleaning products delivered to the US. For the years ended 31 December 2018, 2019
and 2020 and the four months ended 30 April 2021, our revenue generated from our sales of
household cleaning products delivered to the US accounted for approximately 84.3%, 85.2%,
84.8% and 71.5% of our total revenue of household cleaning tools, respectively. Hence, with a
view to understanding the industry in these major countries to which our products are principally
exported, the CIC Report mainly focuses on the markets in the PRC, the US, the UK, Germany
and Australia, being the major countries in which our business are involved. Our Directors confirm
that after taking reasonable care, there is no material adverse change in the market information
since the date of the relevant data contained in the CIC Report which may qualify, contradict or
have an impact on the information in this section. Except as otherwise noted, all of the data and

forecasts contained in this section are derived from the CIC Report.
THE LAUNDRY PRODUCT MARKETS

Laundry products are tools designed for washing and drying clothes which mainly include
drying racks, hangers, ironing board, clothes hampers and other miscellaneous laundry-related

items such as laundry bags.

Generally, drying racks can be categorised into the following groups:

Classification Major product type Description General usage
Floor-standing drying ~ Rotary drying racks . With several lines on each of its Outdoor
racks sides, and a ground socket for an

easy, fast and concrete installation.

Foldable drying racks . Practical for families without balcony  Indoor or outdoor
. Mobile and convenient for storage
Upright drying racks . Not foldable Indoor or outdoor
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Classification Major product type Description General usage
Wall-mounted drying ~ Portable drying racks . Can be hung on windows, railings Indoor or outdoor
racks and doors
Extendable drying racks . Occupying minimal space when they ~ Indoor or outdoor

are not in use
Traditional clothes airers . Featuring a pulley system Balcony
Retractable clotheslines . With automatic retraction design that  Indoor or outdoor
allows the clothesline to be collected
after use
Others Ground socket screw . For installation of rotary drying racks ~ Outdoor
onto the ground
Washing line . Attached from a post or a wall Indoor or outdoor

The United Kingdom (the “UK?”)

According to the International Monetary Fund (“IMF”), the UK economy has increased
slowly over the past few years, with its nominal GDP increasing slightly from approximately
GBP1.92 trillion in 2015 to approximately GBP2.06 trillion in 2020. The UK nominal GDP is
expected to sustain long-term growth to reach approximately GBP2.57 trillion by 2025. Despite the
uncertainty brought by the withdrawal of the UK from the EU, according to the Office for National
Statistics, the per capita disposable income in the UK increased slightly from approximately
GBP25,823 in 2015 to approximately GBP25,905 in 2020, representing a CAGR of approximately
0.1%. This number is expected to reach approximately GBP27,342 in 2025, representing a CAGR
of approximately 1.0% from 2021 to 2025. According to the Office for National Statistics, the total
number of households in the UK has increased from approximately 27.0 million in 2015 to
approximately 27.8 million in 2020, representing a CAGR of approximately 0.6%. This number is
expected to grow to reach approximately 28.7 million in 2025, representing a CAGR of
approximately 0.5% from 2021 to 2025.

Laundry product market in the UK

Outdoor laundry products are popular in the UK as the majority of households inhabit houses
with a yard. Due to rainy climate in the UK, laundry products are often designed to be
water-resistant, while airer covers are used to protect drying racks from the rain. The laundry
product market in terms of retail sales value in the UK has grown from approximately GBP153.4
million in 2015 to approximately GBP164.7 million in 2020, and is expected to reach
approximately GBP187.6 million in 2025, representing a CAGR of approximately 2.6% between
2021 and 2025.
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Drying rack market in the UK

According to the Office for National Statistics and CIC, the drying rack market in the UK
accounted for approximately 2% of the global drying rack market in terms of sales revenue in
2020. According to the Office for National Statistics and CIC, the market size of drying racks, in
terms of retail sales, in the UK rose from approximately GBP85.9 million in 2015 to
approximately GBP91.4 million in 2020, representing a CAGR of approximately 1.2%. The
decrease in retail sales value of drying racks in the UK for 2016 was mainly due to the more
conservative spending of some consumers who felt uncertain following the referendum held by the
UK to decide to withdraw from the EU in June 2016. In 2020, the retail sales value of drying
racks in the UK decreased due to the disruption of trading activities caused by the outbreak of
COVID-19. However, on the basis that the lockdown measures will ease in 2021, the market size
of drying racks is expected to recover from the second half of 2021 onwards. The retail sales value
of drying racks is expected to increase and reach approximately GBP103.2 million in 2025,
representing a CAGR of approximately 2.6% from 2021 to 2025, along the expected moderate

growth in per capita GDP and disposable income.

Market size of drying racks in terms of retail Import value of drying racks, UK,
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According to the Office for National Statistics and CIC, the import value of drying racks in
the UK is estimated to increase from approximately GBP19.6 million in 2015 to approximately
GBP21.4 million in 2020, representing a CAGR of approximately 1.8%. In 2016, world
merchandise trade value decreased by approximately 3.3% from 2015 due to continuing weakness
in the global economy. Together with the drop in retail sales value of drying racks in 2016, the
import value decreased from approximately GBP19.6 million in 2015 to approximately GBP19.4
million in 2016. In 2020, the import value of drying racks decreased with the reduction of market
size in terms of retail sales value caused by the outbreak of COVID-19. The import value of
drying racks is expected to reach approximately GBP24.5 million in 2025, representing a CAGR of
approximately 2.8% from 2021 to 2025. The demand for drying racks in the UK is mainly fulfilled
by importation while the PRC contributed approximately 65% of the import value of drying racks
in the UK in 2020.
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Features and trend

Higher number of houses than apartments: According to Eurostat, the statistical office of
the European Union, and CIC, only approximately 14% of British people live in apartments,
representing one of the lowest rates among European countries, while the majority of households
live in houses with a yard. As a result, the proportion of outdoor rotary drying rack was relatively
higher, accounting for approximately 53.8% in 2020. With the increasing number of households in
the UK, it is expected that the market demand of outdoor rotary drying rack will continue to
increase.

Drivers

Growth of household income: Although economic growth in the UK has slowed down in the
past few years mainly due to the political uncertainty brought by Brexit, according to the Office
for National Statistics the median household income has still been growing from approximately
GBP48,900 in 2015 to approximately GBP49,700 in 2020. The median household expenditure has
increased from approximately GBP38,300 in 2015 to approximately GBP44,000 in 2020, and is
expected to increase to approximately GBP49,800 in 2025. With higher household income, the
purchasing power of households increases and they would expect better standard of living.
Consumers are more willing to spend more on quality household necessity products including
drying racks with multi-functions and more appealing design, which would drive the demand for
quality and branded drying racks in the UK.

Increasing energy saving awareness: Since tumble dryers are one of the costly appliances to
run in the home, switching from tumble drying to air drying would be an effectively way to reduce
electricity consumption and thus lower the electricity bill. Further, national campaigns such as the
Big Energy Saving Week were held to advocate energy saving in the UK. With the increasing
public awareness over energy savings, the intention to lower energy consumption would encourage
the switch from tumble drying to air drying, which in turn drives the demand for drying racks in
the UK.

Development of e-commerce: In recent years, people in the UK have been shopping online
more frequently. According to the Office for National Statistics, the e-commerce retail sales value
in the UK increased from approximately GBP52.3 billion in 2015 to approximately GBP99.3
billion in 2020, representing a CAGR of approximately 13.7%. Some online stores in the UK
provide one-day delivery service for certain household necessity products, including drying racks,
which improves the shopping convenience and in turns fuels the sales market of household
necessity products in the UK.

Germany

The German economy has experienced steady growth over the past several years, with its
nominal GDP growing from approximately EUR3.03 trillion in 2015 to approximately EUR3.31
trillion in 2020, according to the IMF. Germany’s nominal GDP is expected to sustain long-term
growth and is anticipated to reach approximately EUR4.03 trillion by 2025. According to the
Federal Statistical Office, the per capita disposable income in Germany increased from
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approximately EUR21,487 in 2015 to approximately EUR23,803 in 2020, representing a CAGR of
approximately 2.1%. This number is expected to reach approximately EUR26,101 in 2025,
representing a CAGR of approximately 1.7% from 2021 to 2025. The total number of households
in Germany has increased from approximately 40.8 million in 2015 to approximately 41.7 million
in 2020, representing a CAGR of approximately 0.4%. This number is expected to grow to reach
approximately 42.2 million in 2025, representing a CAGR of approximately 0.2% from 2021 to
2025.

Laundry product market in Germany

Laundry products in Germany targets high-end customers as people in Germany are more
willing to pay a premium to buy products with better quality and specifications. According to the
Federal Statistical Office and CIC, the laundry product market in terms of retail sales value in
Germany has grown from approximately EUR307.1 million in 2015 to approximately EUR323.2
million in 2020, and is expected to reach approximately EUR356.5 million in 2025, representing a
CAGR of approximately 2.0% between 2021 and 2025.

Drying rack market in Germany

The average household size in Germany has been declining in recent decades. According to
the IMF and CIC, in 2020, the average household size was approximately 2.0 people per
household. The smaller household size leads to a larger number of households relative to the total
population. The number of households reached approximately 41.7 million in 2020.

The drying rack market in Germany accounted for approximately 4% of the global drying
rack market in terms of sales revenue in 2020. According to the Federal Statistical Office and CIC,
the market size of drying racks in Germany rose from approximately EUR178.1 million in 2015 to
approximately EUR184.2 million in 2020, representing a CAGR of approximately 0.7%. In 2016,
the growth of number of household in Germany has slowed down, with the annual growth rate
decreased from approximately 1.4% in 2015 to approximately 0.5% in 2016. As a result, the retail
sales value of drying racks in Germany decreased. In 2020, the retail sales value of drying racks in
Germany decreased slightly due to the business disruption brought by the outbreak of COVID-19.
With the expected growth in the number of household and the expected increase in the per capita
disposable income, the market size of drying racks is estimated to increase from approximately
EUR187.1 million in 2021 to approximately EUR201.4 million in 2025, representing a CAGR of
approximately 1.9%.
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Market size of drying racks in terms of retail Import value of drying racks, Germany,
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According to the Federal Statistical Office and CIC, the import value of drying racks in
Germany is estimated to increase from approximately EUR36.0 million in 2015 to approximately
EUR38.9 million in 2020, representing a CAGR of approximately 1.6%. In 2016, the world
merchandise trade decreased due to continuing weakness in global economy. Together with the
drop in retail sales value of drying racks in Germany, the import value decreased from
approximately EUR36.0 million in 2015 to approximately EUR35.9 million in 2016. In 2020, the
import value of drying racks decreased temporarily with the reduction of its retail sales value
caused by the outbreak of COVID-19. The import value of drying racks is expected to reach
approximately EUR44.4 million in 2025, representing a CAGR of approximately 2.8% from 2021
to 2025. Approximately 59% of Germany’s drying racks import value was contributed by the PRC
in 2020.

Features and trend

Higher number of apartments to houses: Different from most European countries,
approximately 57% of the German households live in apartments as opposed to houses, according
to Eurostat and CIC. As a result, the proportion of outdoor rotary drying racks only accounted for
approximately 23.3% of the total drying rack market in 2020. In contrast, indoor foldable, portable
and extendable drying racks are more popular in Germany. With the increasing number of
households in Germany, it is expected that the market demand for indoor drying racks will

continue to increase.

Drivers

Rising immigrant population: Germany, being one of the most developed countries in the
EU, has attracted many migrants from other countries. A substantial number of immigrants and
refugees, coming from less developed regions, have relatively lower standards of living compared
to local citizens. Air drying is more popular compared to using tumble dryers which are expensive
and consume electricity. Therefore, the rising immigrant population in developed countries will
widen the potential customer base and will be a big driving force for household necessity products,
including drying racks.
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Development of e-commerce: Online shopping in Germany, especially for household
necessity products, continued to grow steadily over the years. According to the Federal Statistical
Office, the e-commerce retail sales value in Germany increased from approximately EUR39.9
billion in 2015 to approximately EUR72.8 billion in 2020, representing a CAGR of approximately
12.8%. With the development of e-commerce, consumers can access to abundant household
necessity products and enjoy increasingly speedy delivery services, which improves shopping
convenience and fuels the sales market of household necessity products in Germany. As
e-commerce is one of the major sales channels of the Group’s major customers in Germany, the
development of e-commerce can benefit them in on-selling their products to their customers.

Australia

Australia has experienced continuous economic growth since 1992, which was mainly driven
by increasing business investment, exports and government spending. According to the Australian
Bureau of Statistics, the per capita disposable income in Australia increased from approximately
AUD®66,890 in 2015 to approximately AUD75,569 in 2020, representing a CAGR of approximately
2.5%. This is expected to reach approximately AUD86,370 in 2025. According to the Australian
Bureau of Statistics, the total number of households in the Australia has increased from
approximately 9.1 million in 2015 to approximately 9.9 million in 2020, representing a CAGR of
approximately 1.7%. This is expected to grow to approximately 10.7 million in 2025, representing
a CAGR of approximately 1.5% from 2021 to 2025.

Laundry product market in Australia

Surrounded by oceans, the product lifecycle of laundry products, which are often placed
outdoor, is relatively shorter as they deteriorate quickly due to corrosion. Therefore, large brands
in Australia are making efforts on improving the corrosion-resistance of their laundry products.
The laundry product market in terms of retail sales value in Australia has grown from
approximately AUD144.4 million in 2015 to approximately AUD166.4 million in 2020, and is
expected to reach approximately AUD205.5 million in 2025, representing a CAGR of
approximately 4.3% between 2021 and 2025.

Drying rack market in Australia

According to the Australian Bureau of Statistics and CIC, the drying rack market in Australia
accounted for over 1% of the global drying rack market in terms of sales revenue in 2020.
According to the Australian Bureau of Statistics, the market size of drying racks, in terms of retail
sales, in Australia rose from approximately AUDS82.3 million in 2015 to approximately AUD94.0
million in 2020, representing a CAGR of approximately 2.7%. The high rate of overseas migration
flowing to Australia in the past years has contributed to a rapid population growth of over 1.6%
each year. This incoming migrant population helps boost the number of household, which will
stimulate the nation’s drying rack market. The market size of drying racks in Australia is expected
to reach approximately AUD115.1 million in 2025, representing a CAGR of approximately 4.5%
from 2021 to 2025.
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Market size of drying racks in terms of retail Import value of drying racks, Australia,
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According to the Australian Bureau of Statistics and CIC, the import value of drying racks in
Australia is estimated to increase from approximately AUD20.0 million in 2015 to approximately
AUD23.8 million in 2020, representing a CAGR of approximately 3.5%. It is expected to reach
approximately AUD29.9 million in 2025, representing a CAGR of approximately 5.0% from 2021
to 2025. The PRC contributes a significantly high proportion of Australia’s drying racks import, at
approximately 79% in terms of import value in 2020.

Features and trend

Favourable conditions for outdoor drying racks: Despite being the sixth largest country in
the world in terms of land area, Australia has a population of approximately 25.7 million only in
2020, according to the IMF. Given this enormous land and low population density, approximately
85% of the households live in separate houses or semi-detached houses with large courtyards,
which provides a favourable condition for people using outdoor rotary drying racks as an
alternative to tumble dryers. The proportion of outdoor rotary drying racks reached approximately
53.0% in 2020 in Australia. With the rapid population growth in Australia driven by increasing
overseas immigration, it is expected that the demand for outdoor drying racks will continue to

increase.

Drivers

Increasing number of household: The size of household in Australia has fallen steadily in
past decades, with two-person households have become the most prevalent. As household necessity
products such as drying racks are generally required by every single household, the demand for
household cleaning tools is directly correlated with the number of household. The increasing trend
in the number of households in Australia will widen the potential customer base and continue to

stimulate the demand for drying racks.
Increasing dwelling units: According to the Australian Bureau of Statistics, the number of

newly built dwelling units in Australia amounted to approximately 1,228.1 thousand between 2015

and 2020, representing an increase of approximately 31.0% compared to the period between 2009
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and 2014. In the past three years, the number of newly built dwellings maintained approximately
200 thousand every year. Consumers nowadays prefer to purchase new batches of household
necessity products such as drying racks instead of moving used ones from their original houses as
these products are generally lower in value than other furnitures and fixtures. The increasing

dwelling units drives demand for household necessity products, including drying racks.

Development of e-commerce: According to the Australian Bureau of Statistics, the
e-commerce retail sales value in Australia increased from approximately AUD9.2 billion in 2015 to
approximately AUD32.7 billion in 2020, representing a CAGR of approximately 28.9%. With
increasingly responsive websites optimised for mobile devices, consumers can easily access a large

variety of products, which drives the sales market of household necessity products in Australia.

The PRC

The PRC’s economy has experienced significant growth over the past years, with its nominal
GDP growing from approximately RMB69.2 trillion in 2015 to approximately RMB103.5 trillion
in 2020, according to the National Bureau of Statistics of China (“NBSC”), representing a CAGR
of approximately 8.4%. The PRC’s nominal GDP is expected to experience long-term growth and
reach approximately RMB153.0 trillion by 2025, representing a CAGR of approximately 7.8%
from 2021 to 2025. From 2015 to 2020, the global production volume of drying racks increased
from approximately 118.5 million to approximately 152.4 million, representing a CAGR of 5.2%.
According to the UN Comtrade and CIC, in 2020, the PRC contributed a market share of
approximately 48.0% of the global production volume of drying racks. The US was the biggest
export destination for the PRC’s drying racks in 2020, accounting for approximately 20.0% of the
total export value of the PRC’s drying racks in 2020. Germany and the UK came in a second and
third with approximately 7.3% and 5.2%, respectively.

Top five destinations for China’s drying racks
export in terms of export value, 2020

20.0%

7.3%

52% 4.4% 4.0%

L L L L .
US Germany UK Japan Australia

Source: CIC Report, UN Comtrade
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Laundry product market in China

Compared to most western countries, the laundry product market in China mainly focuses on
products of smaller size due to space constraints of flats. People often do laundry, including
washing and drying clothes, indoors or in their balconies. Therefore, foldable clothes hampers and
hanger are relatively popular in China. Nevertheless, drying racks remain the largest product
category and account for over half of the total retail sales value. According to the NBSC, the
laundry product market in terms of retail sales value in China has grown from approximately
RMB13,784.7 million in 2015 to approximately RMB21,326.3 million in 2020, and is expected to
reach approximately RMB32,877.6 million in 2025, representing a CAGR of approximately 9.0%
between 2021 and 2025.

Drying rack market in the PRC

Drying racks are common household necessity products that are mainly produced in the PRC.
According to the UN Comtrade and CIC, the export value of drying racks in the PRC has grown
from approximately USD343.2 million in 2015 to approximately USD377.3 million in 2020,
representing a CAGR of approximately 1.9%.

Market size of drying racks in terms of retail Export value of drying racks
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According to the NBSC, in 2020, the retail sales value of drying racks was approximately
RMB12,582.5 million in the PRC, increased with a CAGR of approximately 8.8% from 2015. It is
expected that the market size of drying racks in terms of retail sales value will continue to increase
and reach approximately RMB19,074.8 million in 2025, representing a CAGR of approximately
9.2% from 2021 to 2025.

Competitive landscape of the drying rack manufacturing market in the PRC

A majority of drying rack manufacturers are located in the Pearl River Delta, and Yangtze
River Delta in the PRC, covering provinces of Guangdong, Jiangsu, Zhejiang, Shandong and
Hebei. As at the end of 2020, there are approximately 600 drying rack manufacturers in the PRC,
among which around 100 manufacturers also engage in export business. The top five players in the
PRC’s drying rack manufacturing market in terms of export revenue accounted for approximately
32.6% of market share.
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Top five players in the drying rack manufacturing market in terms of export revenue, the
PRC, 2020

Approximate export  Approximate

Ranking Company Location of headquarters Listing status revenue (RMB million) market share
1 Company A Foshan, Guangdong Not listed 206.1 7.9%
2 Our Group Huzhou, Zhejiang Not listed 173.0 6.6 %
3 Company B Jiangyin, Jiangsu Not listed 168.2 6.5%
4 Company C Jiangyin, Jiangsu Not listed 168.0 6.5%
5 Company D Zhangjiagang, Jiangsu Not listed 132.2 5.1%
Sub-total 847.5 32.6%
Others 1,754.9 67.4%
Total 2,602.4 (equivalent 100 %

to approximately
USD377.3 million)

Source: CIC report

Note:

Company A is committed to the R&D, production and export sales of home hardware products such as kitchenware

products, washing and drying tools, and storage products, with more than 3,000 staff.

Company B specialises in the production and export sales of various types of drying racks and shelves, including

indoor-outdoor drying rack, storage rack, storage wardrobes, cutlery and crockery shelve.

Company C mainly produces and exports stainless steel complex pipes and hangers in different specifications, such as

indoor-outdoor drying rack, storage container, shoe rack, cloth wardrobe, etc.

Company D is committed to the manufacturing of various household frames made of stainless steel such as drying rack,

kitchen rack, towel rack, and metal wardrobe.

THE HOUSEHOLD CLEANING TOOL MARKET

According to the general usage, household cleaning tools can be categorised into specialty
cleaning tools and multi-purpose cleaning tools. Specialty cleaning tools are designed to work best

on specific surfaces, while multi-purpose cleaning tools are designed for more general use.

Classification Major usage Major product type
Specialty cleaning tools Glass cleaning . Window squeegees

Floor cleaning . Brooms and Mops

Toilet cleaning . Toilet bowl brushes
Multi-purpose cleaning tools . Brushes, sponges, dusters,

gloves and buckets
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The US

The US economy has experienced moderate growth over the past several years, with its
nominal GDP growing from approximately USDI18.2 trillion in 2015 to approximately USD20.8
trillion in 2020 according to the IMF, and is expected to sustain long-term growth to reach
approximately USD25.8 trillion by 2025. The per capita disposable income in the US increased
from approximately USD41,684 in 2015 to approximately USD47,675 in 2020, representing a
CAGR of approximately 2.7%. This number is expected to reach approximately USD51,765 in
2025, representing a CAGR of approximately 2.6% from 2021 to 2025. According to the US
Census Bureau, the total number of households in the US has increased from approximately 124.6
million in 2015 to approximately 128.5 million in 2020, representing a CAGR of approximately
0.6%. This is expected to grow to reach approximately 133.1 million in 2025, representing a
CAGR of approximately 0.6% from 2021 to 2025.

Household cleaning tool market in the US

According to the Federal Reserve, the retail sales value of consumer goods in the US rose
from approximately USD4,726.0 billion in 2015 to approximately USDS5,636.7 billion in 2020,
representing a CAGR of approximately 3.6%. Due to its large population and high-income level,
the US has one of the highest retail sales values of consumer goods among all countries.

According to the US Census Bureau and CIC, the household cleaning tool market in the US
accounted for approximately 15% to 20% of the global household cleaning tool market in terms of
sales value in 2020. The household cleaning tool market in the US is a mature market with retail
sales value of approximately USD7,915.0 million in 2020. The market is relatively fragmented
with nearly 600 vendors. Most of the leading players have a long brand history and focus on the
premium market. The top five household cleaning tool vendors contributed a total market share of
approximately 25%. In 2020, the per capita annual expenditure on laundry and cleaning supplies
for a US household was approximately USD190, where household cleaning tools expenditure
constituted over 35% of this budget. Driven by the continuous increase in the number of household
due to the expansion of population and the trend towards smaller household size, the market size
of household cleaning tools, in terms of retail sales value, in the US rose from approximately
USDG6,611.2 million in 2015 to approximately USD7,915 million in 2020, representing a CAGR of
approximately 3.7%. In the US, it is estimated that the outbreak of COVID-19 will lead to slight
decrease in the retail sales value of household cleaning tools due to business disruption caused by
the stay-home orders and the lockdown. However, on the basis that the lockdown measures will
ease in 2021 and the use of household cleaning tools is for hygiene purpose, which has attracted
more awareness after the outbreak of COVID-19, the market size of household cleaning tools is

expected to recover from second half of 2021 onwards. The retail sales of household cleaning tools
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is expected to increase to approximately USD9,270.8 million in 2025, representing a CAGR of
approximately 3.7% from 2021 to 2025, along the estimated continuous growth in the US per

capita GDP and disposable income.

Market size of household cleaning tools in terms of Import value of household cleaning tools,
retail sales value, the US, 2015-2025E the US, 2015-2025E
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According to the US Census Bureau and CIC, the import value of household cleaning tools in
the US is estimated to increase from approximately USD1,391.6 million in 2015 to approximately
USDI1,682.2 million in 2020, representing a CAGR of approximately 3.9%. In 2020, the import
value of household cleaning tools decreased due to the temporary decrease in retail sales value of
household cleaning tools caused by the outbreak of COVID-19 and the disruption in foreign
trading activities. The import value of cleaning tools is expected to reach approximately
USD1,972.3 million in 2025, representing a CAGR of approximately 3.8% from 2021 to 2025. As
the US has transferred most of the low-end manufacturing factories to other developing countries,
household cleaning tools are primarily purchased from other countries. The PRC is the largest
trading partner with the US, taking approximately 66% of the import value of cleaning tools in
2020.

Market drivers

Increasing number of households: As household necessity products such as household
cleaning tools are commonly required by every single household, the demand for household
cleaning tools is directly correlated with the number of household. The increasing trend in the total
number of households in the US and the expansion of population will widen the potential customer

base and continue to stimulate the demand for household cleaning tools.

Growth of household income and expenditure: According to the US Census Bureau, the
median household income in the US has increased from approximately USD58,500 in 2015 to
approximately USD62,200 in 2020, representing a CAGR of approximately 1.2%. The median
household income in the US is expected to increase further and reach approximately USD70,200 in
2025, representing a CAGR of approximately 2.3% from 2021 to 2025. Household cleaning tools

are essential household products and are replaced frequently as the efficacy of most household
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cleaning tools deteriorate over time and number of usage. As household income rises, people are
more likely to replace their household cleaning tools more frequently and spend more on quality

household necessity products to save their efforts and time on routine household tasks.

Development of e-commerce: With well-developed technology and logistic infrastructure,
e-commerce has been an increasingly important sales channel in the US retail market. According
to the US Census Bureau, the e-commerce retail sales value in the US increased from
approximately USD345.0 billion in 2015 to approximately USD787.9 billion in 2020, representing
a CAGR of approximately 18.0%. With the development of e-commerce, consumers can easily
access a comprehensive range of household necessities and enjoy increasingly speedy delivery
service, which drives the sales market of household necessity products in the US.

Features and trend

Brand recognition: The household cleaning tool market in the US is a mature market.
Industrial leading players are all multinational conglomerates which have been founded for more

than 50 years. A brand with a long history and good track record creates a competitive advantage.

Establishment of sales channels: Household cleaning tools are used in various fields of daily
life of a large number of households. It is necessary for manufacturers to establish a wide and
stable sales network in order to reach such large consumer base. New entrants have to invest a
large amount of time and capital investment to develop cooperation with distributors or build

self-owned sales channels.

Reliable and responsive suppliers: Majority of household cleaning tool vendors outsource the
production process to manufacturers overseas, especially in developing countries where
manufacturers can provide products at a relatively low cost. It often takes years for companies to
establish a good business relationship with reliable suppliers.

R&D capabilities: The appealing product design and improvement of product performance
can help companies differentiate their products and attract customers. Also, the demand and
preference of consumers are getting more diversified. High R&D capability is necessary for
companies in order to meet customers’ various needs. The cultivation of R&D capability requires
accumulation of experience and significant capital investment.

The PRC
According to the UN Comtrade and CIC, the US was the biggest export destination for the

PRC’s cleaning tools in 2020, accounting for approximately 15.0% of the total export value of the
PRC’s cleaning tools in 2020.
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Top five destinations for China’s cleaning tools
export in terms of export value, 2020

15.0%

us Japan Germany UK Australia

Source: CIC Report, UN Comtrade

Household cleaning tool market in the PRC

With advantages in mature supply chain and relatively lower labour costs, according to the
UN Comtrade and CIC, the export value of household cleaning tools in the PRC has grown from
approximately USD6,704.5 million in 2015 to approximately USD7,396.7 million in 2020,
representing a CAGR of approximately 2.0%.

Retail sales value of cleaning tools in terms of retail Export value of cleaning tools
sales value, China, 2015-2025E manufactured in China, 2015-2025E
RMB million USD million
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Source: CIC Report, NBSC, UN Comtrade
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According to the NBSC, the retail sales value of cleaning tools in the PRC increased from
approximately RMB45,092.2 million in 2015 to approximately RMB66,463.2 million in 2020,
representing a CAGR of approximately 8.1%. It is projected that the market size of cleaning tools
in terms of retail sales value in the PRC will increase from 2021 to approximately RMB97,082.1
million in 2025, representing a CAGR of approximately 7.4%.

Competitive landscape of the PRC’s household cleaning tool manufacturing market

The household cleaning tool manufacturing market is highly fragmented in the PRC. As at the
end of 2020, there are approximately 8,000 household cleaning tool manufacturers in the PRC,
among which more than 2,000 manufacturers also engage in export business. The top five players
in the PRC’s household cleaning tool market accounted for approximately 2.7% of the total market
in terms of export revenue in 2020.
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Top five players in the household cleaning tool manufacturing market in terms of export
revenue, the PRC, 2020

Approximate export  Approximate

Ranking Company Location of headquarters Listing status revenue (RMB million) market share
1 Company E Jiaxing, Zhejiang Not listed 396.1 0.8%
2 Company F  Guangzhou, Guangdong Not listed 308.2 0.6%
3 Company G Ningbo, Zhejiang Not listed 232.2 0.5%
4 Company H Ningbo, Zhejiang Not listed 225.5 0.4%
5 Company I ~ Yongkang, Zhejiang Not listed 212.5 0.4%
Sub-total 1,374.5 2.7%
Others 49,643.5 97.3%
Total 51,018.0 100%

(equivalent to

approximately

USD7,396.7

million)

Source: CIC report

Note:

Company E is the leading household cleaning tool manufacturer with its own brand, integrating design, raw material and

mould manufacturing, assembly, transportation and sales.

Company F provides high-quality household cleaning tools, with sales network throughout the country, Southeast Asia,
Africa, Europe and other areas. Portfolio products include various kinds of cleaning tools, kitchen supplies and toiletries.

Company G specialises in the design, manufacturing and sales of household cleaning tools and has established broad sales
network covering over 50 countries, providing various cleaning tools such as mop, brush, broom, sponge, duster, etc.

Company H is an export-oriented manufacturing enterprise engaged in the production and sales of household cleaning

products and household items, such as mop, window cleaner, broom, trolley, etc.

Company I, as an export-oriented enterprise, specialises in mop manufacturing and has own-brand products. Major

products include spin mop, flat mop and broom.

Analysis of drying rack and household cleaning tool manufacturing markets

Key Success factors

Broad sales channels: The establishment of broad sales channels is regarded as a critical
factor of the success of drying rack and household cleaning tool manufacturers. The sales and
marketing of drying racks and household cleaning tools to overseas markets mainly relies on the

downstream distributors. Large distributors have stable and large sales volumes. Hence, a company

- 105 -



INDUSTRY OVERVIEW

with long term accumulation of distribution resources will have easier access to the downstream
consumption market and will therefore maintain stable revenues, enabling it to be more

competitive in the market.

Large manufacturing scale: A large manufacturing scale can increase the company’s
production efficiency, minimise operation costs, and maximise its overall profitability. Considering
the nature of manufacturing drying racks and household cleaning tools, which are mainly cheap in
price and large in volume, it remains a key success factor for manufacturers to develop large-scale
production capabilities so as to benefit from economies of scale and to increase their

competitiveness in the market.

High product quality: With the continuous improvement in living standard, product quality
becomes increasingly important. Europe and North America account for the largest share of drying
racks imports, where the requirements of drying rack quality are strict. Ability to produce high
quality product enables companies to access different markets and achieve higher profit margins

and customer loyalty, which are key to a company’s success.

Market drivers

The PRC’s “Belt and Road” initiative: The “Belt and Road” Initiative focuses on
connectivity and cooperation between the PRC, Eurasian nations, and the Association of Southeast
Asian Nations (ASEAN) members. To promote the trading cooperation between Asian and Oceania
countries, the Regional Comprehensive Economic Partnership (RCEP) is proposed, which is a free
trade agreement between Australia, China, Japan, New Zealand, South Korea and members of the
Association of Southeast Asian Nations. The “Belt and Road” Initiative is expected to complement
the RCEP, which would in turns promote trade and investment between the PRC and ASEAN,
establish closer economic partnership and drive economic growth among participating countries.
Furthermore, the China Railway Express, which is a railway that connects China with major
European countries such as Germany, the UK, Russia, etc. is a symbolic project of the “Belt and
Road” Initiative. It saves transportation time compared to ocean freight and transportation costs
compared to air freight, which can significantly benefit trading activities and transportation of
goods between China and European countries. The potentially massive increase of trade activities
and stable relations among countries are expected to facilitate the growth of the PRC’s export
trading and boost the PRC’s drying racks and household cleaning tool manufacturing markets.

THE KITCHEN GADGET MARKET

A kitchen gadget is a small hand held tool used for food preparation, storage and serving.
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The kitchen gadget market in the US

The kitchen gadget market in the US is relatively stable and mature due to the high
urbanisation rate, stable economic growth, and continuous growth of domestic consumption. The
kitchen gadget market in the US is relatively dependent on import due to the transfer of
labour-intensive manufacturing industry to other countries. According to the US Census Bureau
and CIC, the import value of kitchen gadgets in the US has increased from approximately
USDS,588.3 million in 2015 to approximately USD10,455.1 million in 2020, representing a CAGR
of approximately 4.0%. In 2020, the import value of kitchen gadgets decreased temporarily due to
the negative impacts in trading activities caused by the outbreak of COVID-19. The import value
of kitchen gadgets is expected to reach approximately USD12,953.4 million in 2025, representing
a CAGR of approximately 4.2% from 2021 to 2025.

Market size of kitchen gadgets in terms of Import value of kitchen gadgets,
retail sales value, the US, 2015-2025E the US, 2015-2025E
USD million 19.879.1 USD million 436-7|2.953.4
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81614
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16,449.1 10.552.810455.1 g
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Source: CIC Report, US Census Bureau

According to the US Census Bureau and CIC, the market size of kitchen gadgets in terms of
retail sales value in the US grew from approximately RMB13,911.2 million in 2015 to
approximately RMB16,957.7 million in 2020, representing a CAGR of approximately 4.0%. It is
estimated that the market size of kitchen gadgets in the US will grow from 2021 to approximately
RMB19,879.1 million in 2025, representing a CAGR of approximately 3.1%.

Consumers generally pay more attention to brand, function and design. Consumers are
increasingly demanding products that are multi-functional with stylish design, which fuels the
demand for innovative kitchen gadgets. With this trend, consumers are more willing to buy a new
product simply because its unique style appeals to their individuality. As a result, purchasing

frequency may increase to rates faster than required by normal product replacement cycles.

The middle and high-end market of kitchen gadgets in the US is concentrated among a few
brands, as they have advantages in the fields of product development, design and sales channel.
Brand owners typically outsource their production to manufacturers in other countries with

relatively lower production costs.
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The kitchen gadget market in the PRC

In the PRC, consumers are becoming more aware of the importance of choosing products
made by safe materials and thus are getting willing to pay more for better quality kitchen gadgets.
In addition, the continuous improvement of living standard and ongoing urbanisation trend will

continue to raise demand for better kitchen gadgets to be used for food preparation and storage.

Competitive landscape of the PRC’s kitchen gadget manufacturing market

China is the largest kitchen gadget manufacturer and exporter. The kitchen gadget export
market in China is fragmented with over 3,000 participants, and a majority of these participants
are small enterprises with annual sales revenue below RMB100 million. Our Group’s export
revenue from kitchen gadgets accounted for approximately 0.003% of the market share in the

kitchen gadget export market in the PRC.

Entry barriers

Established reputation: The reputation of a manufacturer signifies its ability to produce
quality product and meet safety and environmental requirements. While establishing reputation and
a proven track record helps companies attract larger customer bases and allows them to enjoy
premium pricing and welcomed by downstream distributors, developing track record and reputation

takes long time which becomes a barrier for new entrants.

A professional team: Labour shortages and the rising costs of raw materials will result in
higher overall operating costs in the manufacturing industry. The management of both manpower
and production costs remains an important factor when operating in the manufacturing business. It
is not easy for new entrants to develop a professional team with the suitably diverse range of skills

required for the industry.

Mature production management system: Due to the high variety of drying racks and
household cleaning tools, it is necessary for manufacturers to have an advanced production
management system, which enables manufacturers to make reasonable production plans according
to market demand, effectively control the production schedule, inventory, quality and cost in the
production process, and meet the requirements of marketing and R&D design with high efficiency.
It is difficult for entrants to establish an advanced and comprehensive management system in a
short period of time.
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Future trends

Emerging demand for premium products: Since the function of cleaning products is
relatively simple, product quality, aesthetic appeal and packaging have become key attributes to
drive the sales of household cleaning products in developed countries. At the same time, premium

products, usually with higher quality and prices, can bring more profit to the vendors.

Popularity of disposable products boost the production level: Consumers, especially young
adults, have increasingly busy lifestyles. To meet their demands, products are designed to fulfil
consumers’ works at minimum effort, but are required to purchase its ancillary products as
replacement refills over the lifespan of the product. The continuous demand for ancillary parts of
the disposable household necessity products is expected to boost the production level and

profitability of its manufacturers.

Increasing automation level: While drying racks and cleaning tools vary in shapes and
materials, and most of the manufacturers in the PRC are not large enough in scale to invest in
automated machinery and equipment such as robotic arms, it is not easy to establish and integrate
automated production and assembly lines. With the rising labour cost, especially in the coastal
area, more large-scaled manufacturers are expected to increase the automation level of the

production and assembly line in order to reduce the labour cost.

Challenges

Trade war between the PRC and the US: The trade war is expected to adversely affect the
trading activities between the PRC and the US, resulting in a potential deterioration in the PRC’s

economy.

Lack of well recognised brands in the PRC: In the PRC, the majority of products sold in
grocery stores are poorly differentiated with low margins, while there are only a few premium
household necessity products brands in the PRC. It is challenging for manufacturers to establish
and market products under their own brand as the establishment of brand requires a long period of

time and significant capital investment.

Increasing labour cost: the PRC’s manufacturing cost advantage has narrowed significantly
over the past five years due to the continuously increase of labour costs. The manufacturing
industry in the PRC has confront the challenges of companies from other developing countries
such as Vietnam and Mexico. Although some manufacturers have either moved the production
plant to central regions of the PRC for lower labour cost, or integrated automated machinery and

equipment, the rising labour cost remains a major challenge for manufacturers in the PRC.
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Impact of the China-United States trade war

The US is one of the PRC’s most important international trading partners, which accounted
for approximately 13% of the PRC’s total export and import value combined in 2020. The trade
war between the PRC and the US imposed punitive duties on commodity products exported from
mainland the PRC to the US and vice versa. On 1 September 2019, 15% duties on USD116 billion
worth of Chinese goods went into effect. Goods affected include most of household cleaning tools,
such as brushes, brooms and mop clothes. In the short term, the effects of trade war on exporters
of household cleaning tools in the PRC may not be significant as more than 60% of household
cleaning tools imported by the US are purchased from the PRC and it is difficult for the US
companies to find substitutes in a short period of time which can provide competitive products.
The industrial transfer from the PRC to other countries requires time and significant capital
investment. Moreover, due to the product nature, the household cleaning tools are common
household necessity products and a slight increase of price will not affect the sales of products.
However, in the long run, the PRC-US trade war may force companies in the US to find new
suppliers, which will weaken the competitiveness of Chinese exporters and accelerate the
industrial transfer to other countries’ manufacturers once they are able to improve in aspects that
the PRC manufacturers currently have advantages of, such as well-developed infrastructure in
transportation and logistics, skilled labour, readily available raw materials, low production cost and
advanced production capabilities. At last, trading activity is an indispensable part of the modern
social economic system. The PRC and the US signed the Economic and Trade Agreement between
the Government of the People’s Republic of China and the Government of the United States of
America in January 2020. The trade war is developing in the direction of reconciliation.

Impact of the withdrawal of the UK from the EU on the laundry product market in the UK

On 23 June 2016, the UK held a referendum pursuant to which the UK electorate voted in
favour of its withdrawal from the EU. Since 31 January 2020, the UK ceased to be a member of
the EU. Whether or not the UK and the EU can reach a trade agreement before the last day of the
transitional period may have significant impact on the UK local economy. However, considering
that (i) the existence of a trade agreement between the UK and the EU and the potential
subsequent impact on the UK local economy is expected to have minimal effect on the trade
relations between the PRC and the UK; and (ii) as China has been the world factory for household
necessities since the country entered into the World Trade Organisation in 2011, the majority of the
drying racks in the UK, which is a common type of daily household necessity products, are
supplied by the PRC manufacturers, even if there is a potential downturn of the UK local
economy, such downturn will not affect the PRC’s position as the UK’s major supplier of drying

racks.
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COST ANALYSIS OF THE PRC’S DRYING RACK AND HOUSEHOLD CLEANING TOOL
MANUFACTURING MARKET

Prices of major raw materials

The major raw materials used in the drying rack and household cleaning tool manufacturing
industry include polypropylene and steel. Raw materials and packaging materials generally account
for the largest portion of manufacturing costs and thus any material fluctuation of the prices of raw

materials and packaging materials will have a material influence on manufacturers’ profitability.

The prices for raw materials are closely related to the prices for crude oil, iron ore and coals,
which are also the fundamental elements of many raw materials such as polypropylene and steel.
The price for crude oil dropped dramatically in 2015 and 2016 due to turmoil in Iraq and Libya,
weak global economic activity, increased US shale oil production, etc., resulting in the relatively
lower price of polypropylene in 2015 and 2016. The recovery of global economy in 2017 caused
the increase in raw material prices. The price for polypropylene, which is a fundamental element
of polypropylene resins, decreased from approximately RMB8,913.9 per tonne in 2019 to
approximately RMBS,200.8 per tonne in 2020 driven by the dramatic decrease in crude oil price,
and is expected to increase to approximately RMB9,315.8 per tonne in 2025, representing a CAGR
of approximately 1.0% from 2021 to 2025. The average price for steel increased from
approximately RMB3,219.8 per tonne in 2015 to approximately RMB4,599.4 per tonne in 2020. It
is expected to increase to approximately RMB6,952.0 per tonne in 2025, representing a CAGR of
approximately 5.6% from 2021 to 2025. The price for corrugated paper, a major raw material of
carton boxes, was estimated to increase from approximately RMB4,021.6 per tonne in 2021 to
approximately RMB4,751.5 per tonne in 2025, representing a CAGR of approximately 4.3% from
2021 to 2025.

Prices of major raw materials in household necessity products manufacturing industry, China, 2015-2025E
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Average annual salary for employees in manufacturing industry

The PRC’s drying rack and household cleaning tool manufacturing industry is a
labour-intensive industry. According to the NBSC, he average annual salary for workers in the
manufacturing industry increased from approximately RMB50,700 to approximately RMB73,700
from 2015 to 2020, representing a CAGR of approximately 7.8%. In order to maintain the cost
advantages, companies are vigorously integrating automation into their production processes.
Although the increasing labour cost currently poses a challenge to manufacturers in the PRC,
industrial upgrade and automation will lead to less reliance on human labour and help maintain the

competitiveness of manufacturers of drying racks and household cleaning tools in the long run.

Average annual salary for employees in the manufacturing industry, China, 2015-2025E
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Source: CIC Report, NBSC
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OVERVIEW

During the Track Record Period, our Group had business operations in the PRC, Hong Kong
and the UK and our customers were mainly located in the United States, the UK, Germany and
Australia. A summary of the legal and regulatory frameworks that are applicable to our business

operations are laid out in this section.
PRC LAWS AND REGULATIONS

Laws and regulations relating to establishment, operation and management of foreign-owned

enterprises
Incorporation, Operation and Management of Wholly Foreign Owned Enterprises

The establishment, operation and management of corporate entities in the PRC are governed
by the PRC Company Law ({H1#E N RILAIE 2 774 )), which was promulgated by the Standing
Committee of the National People’s Congress (& H N RMAFRKEGH P Z HE) (the “SCNPC”) on
29 December 1993, came into effect on 1 July 1994, and last amended on 26 October 2018. The
PRC Company Law also governs foreign-invested limited liability companies and joint stock
limited companies. According to the PRC Company Law, where laws on foreign investment have

other stipulations, such stipulations shall apply.

Investment activities in the PRC by foreign investors were governed by the Catalog of
Industries for Guiding Foreign Investment (revised in 2017)* (CHMmE 5 248 H k(2017
F£%T))) (the “Foreign Investment Catalog 2017”), promulgated jointly by the MOFCOM
and the National Development and Reform Commission (BZRIEFRMNEZEE) (the
“NDRC”) on 28 June 2017, which divides industries into three categories, “encouraged”,
“restricted” and “prohibited”, and the restricted and prohibited categories were prescribed in
Negative List* (H 1f 4 ¥). The encouraged, restricted and prohibited categories in the Foreign
Investment Catalog 2017 was repealed and replaced by the Industry Guidelines on
Encouraging Foreign Investment (2020)* (/8718 & 2 £ H $%) (20204F /) ) ) and Special
Administrative Measures (Negative List) for Foreign Investment Access (2020) ({&hpi$ &1
AR IS PR s (B TR ) ) (20204F k). The Negative List has no restrictions on our business

in the PRC, and our PRC subsidiary has been operating in the industries which are permitted.

On 15 March 2019, the National People’s Congress promulgated the Foreign Investment Law
(CHMPEHEE D)), which came into effect on 1 January 2020 and replaced the Sino-foreign Equity
Joint Venture Enterprise Law ({(F/MEGELEMFED)) and the Wholly Foreign-invested
Enterprise Law ({/MEAZEL)), together with their implementation rules and ancillary
regulations. The existing foreign-invested enterprises established prior to the effectiveness of the

Foreign Investment Law, may keep their corporate forms within five years. The implementing
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rules of the Foreign Investment Law, will be stipulated separately by State Council. Pursuant to the
Foreign Investment Law, “foreign investors” means natural person, enterprise, or other
organisation of a foreign country, “foreign-invested enterprises” (the “FIEs”) means any enterprise
established under PRC law that is wholly or partially invested by foreign investors and “foreign

investment” means any foreign investor’s direct or indirect investment in PRC.

The Foreign Investment Law stipulates, that China implements the management system of
pre-establishment national treatment plus a negative list to foreign investment and the government
generally will not expropriate foreign investment, except under special circumstances, in which
case it will provide fair and reasonable compensation to foreign investors. When a licence is
required to enter a certain industry, the government must treat the application as same as one by a

domestic enterprise, except where laws or regulations provide otherwise.

The State Council issued the Regulations on Implementing the Foreign Investment Law of the
PRC* (A3 A R FLAN B A1 i 5% &7 B a6 49]) ) on 26 December 2019, which came into effect on
1 January 2020. In the meanwhile, the MOFCOM and the State Administration for Market
Regulation (B X4 B & HAR) (the “SAFMR”) issued the Measures for the Reporting of
Foreign Investment Information* ({ZIpfi4% &5 B3 %)) on 30 December 2019, which came
into effect on 1 January 2020. Since 1 January 2020, for foreign investors carrying out investment
activities directly or indirectly in China, the foreign investors or foreign-invested enterprises shall

submit investment information to the commerce authorities pursuant to these measures.
Laws and regulations relating to production safety
Production Safety

Work Safety Law of the PRC ({3 ANRILFBEI %2 AEEE)) (the “Work Safety Law”)
was promulgated by the SCNPC on 29 June 2002, came into effect on 1 November 2002 and last
amended on 10 June 2021. According to the Work Safety Law, business entities shall meet the
work safety conditions prescribed by relevant laws, administrative regulations, and national or
industry standards, set aside and use work safety expenses exclusively for improving work safety
conditions. Violations of the Work Safety Law may result in the imposition of fines and penalties,
the suspension of operation, an order to cease operation, and/or criminal liability in severe cases.
In addition, production and operation entities shall supply their employees with protective articles

that meet national or industrial standards and instruct them to wear or use such articles as required.
Occupational Disease Prevention and Control

According to the Law of the PRC on Prevention and Control of Occupational Diseases ({H
#E N\ RSN B % 3£ B iR 725 ) ) promulgated by the SCNPC on 27 October 2001, became effective

on 1 May 2002 and last amended on 29 December 2018. The employer shall create the working
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environment and conditions that conform to the national norms for occupational health and
requirements for public health, provide protection facilities. The employer shall establish and
improve the occupational health management system, and regularly conduct inspection and
evaluation of occupational disease hazards in the workplace in accordance with the regulations of

the health administrative department of the State Council.
Fire Safety

The Fire Prevention Law of the PRC ({3 A RILFIEIVE %)), promulgated adopted on
29 April 1998, became effective on 1 September 1998 and last amended on 29 April 2021 by
SCNPC, specifies fire prevention safety responsibilities that should be abided by enterprises,
including without Ilimiting the following matters: (i) implement the fire prevention safety
responsibility system; (ii) formulate the fire safety regulations, operating rules and firefighting and
emergency evacuation plans; (iii) deploy firefighting facilities and equipments; (iv) set up fire
safety signs and organise inspection and maintenance at regular intervals to ensure their proper
functioning; (v) conduct a comprehensive inspection of firefighting facilities at least once a year to
ensure their proper functioning; (vi) the inspection records shall be complete and accurate and
shall be archived for the supervision purpose; guarantee that evacuation passages, safety exits and
fire truck passages are kept clear and fire and smoke compartmentation as well as fire separation
distance meet the relevant fire protection technical standards; (vii) organise fire protection
inspections in order to eliminate any potential fire risks in time; and (viii) organise target specific
fire drills.

Laws and regulations relating to environmental protection
Environmental Protection

Pursuant to the Environmental Protection Law of the PRC (<*$]\E§¥%ﬂ%ﬁﬁ§§%>)
promulgated and effective on 26 December 1989 and last amended on 24 April 2014 by the
SCNPC, the government shall implement the pollutant discharge licence administration system.
Enterprises, institutions and other manufacturing operators subject to pollutant emission licence
administration shall discharge pollutants in accordance with the requirements of the pollutant
discharge permit. Any entity operating a facility that produces pollutants or other hazardous
materials must adopt environmental protection measures in its operations, and establish an
environmental protection responsibility management system. In the event that an entity discharges
pollutants in violation of the pollutant discharge standards or volume control requirement, the
entity would be subject to administrative penalties, including order to suspend business for

rectification, and even order to terminate or close down business under severe circumstances.
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Pursuant to the Environmental Impact Assessment Law of the PRC ({H % A [ A B B 5% 52
BEEEL)), promulgated on 28 October 2002 and last amended on 29 December 2018, prior to
the commencement of construction of the relevant project, manufacturers must prepare
environmental impact study report which set forth the impacts on the environment caused by the
proposed construction project and measures for preventing or mitigating the impacts and obtain the

approval in respect of the report from the government authority.
Pollutant Discharge Permit

According to the Regulations on the Administration of Pollutant Discharge Permits* ({Bfi5
FFo] E HAEH) ) promulgated on 24 January 2021 and implemented on 1 March 2021, enterprises,
institutions and other producers and operators that implement the management of pollutant
discharge permits in accordance with the law shall apply for pollutant discharge permits in
accordance with the provisions of these regulations; no pollutant shall be discharged without
obtaining a pollutant discharge permit. According to the amount of pollutants produced, discharged
and the degree of impact on the environment and other factors, the pollutant discharge permit
classification management is implemented for pollutant discharge units. Enterprises, institutions
and other producers and operators with very small pollutant production, discharge and
environmental impact procedures shall fill in the pollutant discharge registration form and do not

need to apply for pollutant discharge permits.

Pursuant to the Administrative Measures for Pollutant Discharge Licensing (for Trial
Implementation)* ({BEI5#F o] & H AL (FU17))) promulgated on 10 January 2018 by Ministry of
Environmental Protection (now known as Ministry of Ecology and Environment) and amended on
22 August 2019, the Ministry of Environmental Protection shall develop and issue a classification
administration list of pollutant discharge permitting for fixed pollution sources and shall specify
the scope under pollutant discharge permitting administration and the application time limit, and
the enterprises, public institutions and other producers and operators on the list shall apply for and

obtain a pollutant discharge permit according to the prescribed application time limit.

Pursuant to the classification Administration Catalog of Discharge Permits of Stationary
Pollution Sources (2017 Version)* ({[& & {59V PTG 7] 0 B L4 8% (201745 /R))),  the
implementation period of pollutant discharge permit for metal surface treatment and heat
processing industry* (%8 % Il i B K BRI T472) would be 2020. And pursuant to the
classification Administration Catalog of Discharge Permits of Stationary Pollution Sources (2019
Version)* (& 2 75 < R HET5 77 0] 43 B B 44 Bk (20194F- /) ) ), all manufacturing companies will be
reclassified and re-registered according to the amounts of pollutant emission and some companies
with low pollutant emission will be exempted from the requirement of obtaining pollutant
discharge permit. According to our PRC Legal Advisers, BHP Zhejiang has obtained stationary
pollutant sources discharge registration receipt* ([&& 754« IEPEI5 &7 H) from Huzhou City
Ecology and Environment Bureau, Deqing Branch* (/i i 4= RE B2 3% )5 735 43 J)) on 8 July 2020.
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Laws and regulations relating to production quality
Product Quality

Product quality supervision in the PRC is generally governed by the Product Quality Law of
the PRC (¥ N R ILFIE 28 B &15)) (the “Product Quality Law”), which was promulgated
on 22 February 1993 and last amended on 29 December 2018. Producers and sellers shall be liable
for product quality in accordance with the Product Quality Law. The State implement a system of
supervision and inspection of product quality, based mainly on a random inspection of products.
Producers and sellers must not refuse product quality supervision and inspection that is carried out
in accordance with law. Under the Product Quality Law, consumers or other victims who suffer
personal injury or property damage due to product defects may claim compensation from the
producers as well as the sellers. In case of violations of the Product Quality Law, the responsible
authorities have the right to impose fines on the violators, order them to suspend operation and

revoke their business licences. In serious cases, even criminal liability may be incurred.
Right and Interests of Customers

The PRC Law on the Protection of the Rights and Interests of Consumers ({H7#E A &3 A1 [
?ﬁ%%%%ﬁ%%%% of 1993, as last amended on 25 October 2013, or the Consumers Protection
Law, provides further protection to the legal rights and interests of consumers in connection with
the purchase or use of goods and services. All business operators must comply with this law when
they manufacture or sell goods and/or provide services to customers. Under the last amendment,
all business operators shall pay high attention to protect the customers’ privacy and strictly keep it
confidential any consumer information they obtain during the business operation. In addition, in
extreme situations, pharmaceutical product manufacturers and operators may be subject to criminal
liability if their goods or services lead to the death or injuries of customers or other third parties.
Pursuant to the Consumers Protection Law, a consumers’ association was established to handle
consumers’ complaints and assist consumers. The Consumers Protection Law also detailed the
compensation consumers and certain third parties are entitled to when property damage or physical

injury is incurred.
Tort Law

In addition, the PRC Tort Law (¥ NRILFMBEFHEFITIE)) of 2010, or the Tort Law,
establishes a separate chapter regarding product liability. Compared to other laws, rules and
regulations in relation to product liability, the Tort Law expressly provides that, in the event of
death or serious personal injuries caused by defective products, the entity that manufactures and
distributes such defective products as to which such entity is clearly aware of the existence of such

defects, such entity may be subject to punitive damages in addition to compensatory damages. The
Civil Code of the People’s Republic of China ({713 ANRILFME K i%EI)), adopted by the
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National People’s Congress on May 28, 2020 and implemented on January 1, 2021, also makes the
above-mentioned provisions on product liability infringement. After the implementation of the
Civil Code of the People’s Republic of China, the Tort Law shall be repealed at the same time.

Laws and regulations relating to import and export of goods
Foreign Trade

Pursuant to Foreign Trade Law of the PRC (% A\ RILFIE B S 5k )) promulgated on
12 May 1994 and last amended on 7 November 2016 as well as the Measures on Filing
Registration on Foreign Trade Operators* ((¥14ME 5 5848 F M 2 8 5e %)) promulgated on 25
June 2004 and last amended on 10 May 2021, foreign trade operators engaged in the import and
export of commodities or technologies shall be filed and registered with the competent department
of foreign trade under the State Council or an institution entrusted by it, except those exemptions
according to the laws, administrative regulations and rules of the competent department of foreign
trade under the State Council. Foreign trade operators failing to go through relevant filing and
registration formalities accordingly shall not be permitted to proceed to declaration and Clearance

at the Customs.
Custom duties

Pursuant to the Customs Law of the PRC ({13 A\ RILF B EH%)) promulgated on 22
January 1987 and last amended on 29 April 2021, consignees and consigners of import or export
commodities may go through declaration formalities on their own or entrust an agent to do so for
them on the condition that both the said consignees and consigners and agents entrusted with such

declaration formalities have been legally registered with the Customs.

Pursuant to the Provisions on Administration of Registration of Customs Declaration Entities
of the PRC* (e A [N ifg BH i B B 5 PS50 & 382 ) promulgated on 13 March
2014 and last amended on 29 May 2018, customs declaration entities shall be registered with the
Customs in accordance with these provisions unless otherwise prescribed by laws, administrative
regulations or customs rules. The registration of customs declaration entities includes the
registration of customs declaration enterprises and the registration of the consignees or consignors
of imported/exported goods. A customs declaration enterprise may not provide customs declaration
services until it has obtained a registration licence from the local customs office directly under the
General Administration of Customs or a subordinate customs office authorised by it. A consignee
or consignor of imported/exported goods may directly go through the registration procedure at the
local customs office. According to our PRC Legal Advisers, BHP Zhejiang has obtained the

registration certificate of customs declaration unit.
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Import and Export Commodity

Pursuant to the Law of the PRC on Import and Export Commodity Inspection ({H 3£ A K3
B A RS AR5 ) ) promulgated on 21 February 1989 and last amended on 29 April 2021,
and the Regulations for the Implementation of the Law of the PRC on Import and Export
Commodity Inspection® (v A RN AE ) 11 7 Sl A Bk B e 1)) promulgated on 23
October 1992 and last amended on 2 March 2019, the General Administration of Customs and its
local inspection and quarantine branches are in charge of the inspection of imported and exported

commodities nationwide and locally respectively.
Laws and regulations relating to labour and social security
Labour Law

Pursuant to the Labour Law of the PRC ({H'#E A\ RILFIE 55815 ) ), promulgated on 5 July
1994 and last amended on 29 December 2018, employers should enter into labour contracts with
their employees. The policy of the wages shall be paid according to the performance, equal pay for
equal work. Lowest wage protection and special labour protection for female workers and juvenile
workers shall be implemented. Employers are also required to pay for their employees’ social
insurance premiums. These payments are made to local administrative authorities and an employer

who fails to contribute may be fined and be ordered to make up for the outstanding contributions.

The Labour Contract Law of the PRC ({1 #E A RALFNE 25 8) &5 [7]#%4)) promulgated on 29
June 2007 and last amended on 28 December 2012, and the Implementation Rule of the Labour
Contract Law of the PRC* ({3 A\ RILFE LA FEEWA])) promulgated on 18
September 2008 both set out specific provisions in relation to the execution, the terms and the
termination of an employment contract and the rights and obligations of the employees and
employers. At the time of hiring, the employer shall truthfully inform the employee the scope of
work, working conditions, working place, occupational hazards, work safety, salary and other
matters which the employee requests to be informed about.

Pursuant to the Interim Provisions on Labour Dispatch* ({5 H k4 & 17HIE)) which came
in to effect on 1 March 2014, if the number of despatched staff utilised by an employer exceeds
10% of the total number of its workers prior to the effective date of these Provisions, such
employer shall develop a scheme for employment adjustments to reduce the proportion to the
specified level within 2 years from the effective date of these Provisions. According to the Labour
Contract Law of the PRC, an employer who violates any provisions of this Law on labour despatch
and be ordered by the labour administrative department to make rectification within a prescribed
time limit, if the employer fails to make rectification within the prescribed time limit, will be fined
RMBS5,000 up to RMB10,000 per employee exceeding the 10% statutory threshold.
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Social Insurance and Housing Provident Funds

The PRC social insurance system is mainly governed by the Social Insurance Law of the PRC
(R N RSB AL & (R BR 75 ) ) promulgated by the SCNPC on 28 October 2010, amended on 29
December 2018 and became effective on 29 December 2018, the Interim Regulation on the
Collection and Payment of Social Insurance Premiums* (<t & £ 55 2 B 17461) ), which was
promulgated by the State Council on 22 January 1999 and last amended on 24 March 2019; the
Decision of the State Council on Establishing a Unified System of the Basic Pension Insurance for
Enterprise Employees* (€ [Bl %5 B B i & 37 4% — 19 4 2608 T3 A 2 AR B il B A9 P2 ) ), which was
promulgated and effective on 16 July 1997; the Circular on Relevant Issues concerning the
Improvement of the Basic Pension Insurance Policy for Urban Employees* (B it 58 35 ISR T3
AT LB BUR A B E %8 A1) ), which was promulgated and effective on 22 December 2001;
the Regulation on Work-related Injury Insurance* ({ TAGFREEW 1)), which was promulgated by
the State Council on 27 April 2003 and amended on 20 December 2010; the Regulation on
Unemployment Insurance® ({KZFEMRFEMEHI)), which was promulgated and effective on 22
January 1999; the Decision of the State Council on Establishing the Basic Medical Insurance
System for Urban Employees* (<[BI755 B BH 7 i 37 IS T B A< B W O gt i BE AU 7€ ), which
was promulgated and effective on 14 December 1998; the Circular on the Issuance of Provisions
on the Administration of Basic Medical Insurance for Urban Employees* (%5 &) Hl4t & f % &5 B
i I Ik SRR B A B AR B SE 85 A5 BB U4 M) ), which was promulgated and effective on 5
January 2000, and the Notice on Issuing the Trial Measures on Maternity Insurance for Enterprise
Employees* (B4 85 i (360 TA & AR #F5) 14 #1), which was promulgated on 14
December 1994 and effective on 1 January 1995.

Pursuant to the Regulations on Management of Housing Provident Fund* ({ff /5 /A% & & M
5 41)) which was promulgated by the State Council and came into effect on 3 April 1999 and was
last amended on 24 March 2019, all business entities (including foreign invested enterprises) are
required to register with the local housing provident funds management centre and then maintain
housing fund accounts with designated banks and pay the related funds for their employees. In
addition, for both employees and employers, the payment rate for housing provident fund shall not
be less than 5% of the average monthly salary of the employees in the previous year. The payment

rate may be raised if the employer so desires.
Laws and regulations relating to intellectual property rights
Patent Law
The Patent Law of the PRC ({1 # A\ RILFNE ZLF]7E)) was promulgated on 12 March 1984,

became effective on 1 April 1985, and last amended on 17 October 2020 which came into effect on

1 June 2021. According to such law, “invention-creations” means inventions, utility models or
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designs. An inventions or utility models for which a patent is to be granted shall be novel,
inventive and practically applicable. Without permission of the patentee, no individual or entities

may exploit the patent.
Trademark Law

The PRC Trademark Law ({H73E A\ RILFNE F#E1%)) was promulgated on 23 August 1982
and effective on 1 March 1983, last amended on 23 April 2019 by the SCNPC. The PRC
Trademark Implementing Regulations* ("% A\ [ A B P AR 1 B it #6491 ) was promulgated by
the State Council on 3 August 2002, became effective on 15 September 2002 and amended on 29
April 2014 respectively, registered trademarks are trademarks approved to be registered by the
Trademark Office, including goods trademarks, service trademarks, collective marks, and
certification marks. A trademark registrant shall have the right to exclusively use the registered
trademark, which is protected by law. Any natural person, legal person, or other organisation
needing to acquire the right to exclusively use a trademark on the goods or services thereof in the

course of business operations shall apply to the Trademark Office for trademark registration.
Copyright Law

The Copyright Law of the PRC ({H# A RILFIEZE/EHEIL)) (the “Copyright Law™),
which was promulgated on 7 September 1990 and last amended on 11 November 2020, works of
Chinese citizens, legal entities or other organisations, whether published or not, shall enjoy
copyright in accordance with the Copyright Law. Works include computer software, works of fine
art, drawings of engineering designs and product designs and other graphic works as well as model
works. Except as otherwise provided in the Copyright Law, copying, distributing, performing,
screening, broadcasting, compiling, or distributing through the information network the work to
the public, without the permission of the copyright owner, constitutes an infringement of

copyright.”
Internet Domain Names

Pursuant to the Measures for the Administration of Internet Domain Names* (5.1 488 4 &
FEH#E)), which was promulgated by the Ministry of Industry and Information Technology on 24
August 2017 and effective on 1 November 2017. According to this regulation, the domain names
used by those engaging in Internet information services shall comply with laws and regulations
and the relevant provisions of telecommunications administrations, and no domain name could be

used to commit any illegal act.
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Laws and regulations relating to overseas investment
Enterprise Oversea Investment

Pursuant to the Administration Measures of Overseas Investment® ({3%/M%EE HBE)),
promulgated by the MOFCOM on 16 March 2009, last amended on 6 September 2014 and became
effective on 6 October 2014, overseas investments refer to the ownership of non-financial
enterprises abroad or acquisition of the ownership of, control over, business management right of,
or other rights and interests of existing overseas non-financial enterprises by enterprises
established in the PRC through new establishment or mergers and acquisitions or other methods.
Other than the overseas investments involving sensitive countries, regions or sensitive industries

which are subject to approval, all other overseas investments are subject to filing administration.

Pursuant to the Administrative Measures for the Outbound Investment by Enterprises* ({{>3
BeAME G HEE ) ) promulgated by the NDRC on 26 December 2017 and became effective on 1
March 2018, projects subject to filing are non-sensitive projects directly carried out by investors,
namely the non-sensitive projects involving the direct investment of assets and equities or the
provision of financing or guarantees. For a project requiring filing, the authority in charge of filing
is (i) the NDRC, if the investor is a centrally administered enterprise (a centrally administered
financial enterprise or an enterprise directly subordinate to the administration by the State Council
or its subordinate organ, the same below); (ii) the NDRC, if the investor is a local enterprise and
the amount of Chinese investment is USD 0.3 billion or above; and (iii) the provincial
development and reform authority at the place where the investor is registered, if the investor is a

local enterprise and the amount of Chinese investment is less than USD 0.3 billion.
Laws and regulations relating to foreign exchange
Foreign Exchange

Foreign exchange control in the PRC is mainly regulated by the Regulations of the PRC on
the Management of Foreign Exchange* ((H#E A RILFNESMERE BEHI)), which was
promulgated by the State Council on 29 January 1996, came into effect on 1 April 1996, and last
amended on 5 August 2008. According to the aforesaid regulations, RMB can be freely exchanged
into foreign currency for payments under current accounts (such as foreign exchange transactions
in relation to trade and service and dividends payment), but approval from the relevant foreign
exchange administration shall be obtained before the exchange of RMB into foreign currency

under capital accounts (such as direct investment, loan or stock investment outside the PRC).
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SAFE Circulars

Pursuant to the Circular 19, foreign-invested enterprises in the PRC may, according to their
business demands, settle with a bank the portion of the foreign exchange capital in their capital
accounts for which the local foreign exchange bureau has confirmed capital contribution rights and
interests (or for which the bank has registered the account-crediting of monetary contribution), and
the portion allowed to be settled by a foreign-invested enterprise is tentatively 100%. Furthermore,
where foreign-invested enterprises are engaging in equity investment in the PRC, they shall

comply with the regulations on reinvestment within the territory of the PRC.

On 4 July 2014, the SAFE promulgated the Circular 37. According to the Circular 37, PRC
domestic residents, including both PRC domestic institutions and PRC domestic individual
residents, shall register with their local SAFE branch before establishing or acquiring control of an
overseas special purpose company with the domestic or overseas assets or equity they legally hold
for the purpose of investment and financing and conducting round-trip investment in the PRC. The
foreign-invested enterprise established as a result of round-trip investment shall go through
relevant foreign exchange registration pursuant to the prevailing provisions on the foreign
exchange administration of foreign direct investment, and truthfully disclose the actual controllers

of its shareholders and other relevant information.

On 19 November 2012, the SAFE promulgated the Circular 59. SAFE Circular 59
substantially amends and simplifies the current foreign exchange procedure, that approval is not
required for the opening of an account or deposit for foreign exchange accounts under direct
investment. Reinvestment of lawful incomes derived by foreign investors in the PRC (e.g. profit,
proceeds of equity transfer, capital reduction, liquidation and early repatriation of investment) no
longer requires SAFE’s approval or verification, and purchase and remittance of foreign exchange
as a result of capital reduction, liquidation, early repatriation or share transfer in a foreign-invested

enterprise no longer requires SAFE’s approval.
Laws and regulations relating to tax
Enterprise income tax

Pursuant to the Enterprise Income Tax Law of the PRC CGiE NGB IE R e IR EY AP
(the “EIT Law”), promulgated by the SCNPC on 16 March 2007, became effective on 1 January
2008 and last amended on 29 December 2018, the income tax rate for resident enterprises is 25%
commencing from 1 January 2008 (with certain exceptions for qualified enterprises). In order to
clarify certain provisions in the EIT Law, the State Council promulgated the Implementation Rules
on the Enterprise Income Tax Law of the PRC* ({13 A\ R3804 25 Ar A3 B iA B AR B1) ) (the
“EIT Implementation Rules”), promulgated on 6 December 2007, became effective on 1 January
2008, and last amended on 23 April 2019. Pursuant to the EIT Law and the EIT Implementation
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Rules, non-resident enterprises which have not established agencies or offices in PRC, or which
have established agencies or offices in PRC but whose income has no association with such
agencies or offices, shall pay enterprise income tax on its income earned from inside PRC, and
such income of non-resident enterprises shall be taxed at the reduced rate of 10% and shall be

withheld at source, for which the payer thereof shall be the withholding agent.
Non-resident Enterprises Taxation Arrangement

Pursuant to the Arrangement between Mainland China and the Hong Kong Special
Administrative Region for Avoidance of Double Taxation and Prevention of Tax Evasion* ({[A/HE
TR0 U A I A B L R % 3 T 45 4k £ B OB RN B LR AT B % HE) ) promulgated by the State
Administration of Taxation (the “SAT”) on 21 August 2006, the tax rate on dividends declared by
a PRC resident enterprise to a Hong Kong resident enterprise is no more than 5%, if the Hong

Kong resident enterprise holding at least 25% of the PRC enterprise.

On 14 October 2019, the SAT released the Announcement of State Taxation Administration
on Promulgation of ‘the Administrative Measures on Non-resident Taxpayers Enjoying Treaty
Benefits™* ([ 58055 48 Jm) B i 8% A QIR o BB = 52 Tp i 1 18 8 B ) B9 225 (the <2020
Measures”), which came into effect on 1 January 2020. According to the 2020 Measures,
non-resident taxpayers claiming treaty benefits shall be handled in accordance with the principles
of “self-assessment, claiming benefits, retention of the relevant materials for future inspection”.
Where a non-resident taxpayer self-assesses and concludes that it satisfies the criteria for claiming
treaty benefits, it may enjoy treaty benefits at the time of tax declaration or at the time of
withholding through the withholding agent, simultaneously gather and retain the relevant materials
pursuant to the provisions of the 2020 Measures for future inspection, and accept follow-up

administration by the tax authorities.

Pursuant to the Announcement of the State Administration of Taxation on Issues Relating to
Withholding at Source of Income Tax of Non-resident Enterprises® ({[5 Z 155 4 )= BE i~ Ik J& R Ab
TS B R F A B R A 75 )) promulgated on 17 October 2017, became effective on 1
December 2017 and last amended on 15 June 2018, when the withholding agent enters into a
business contract with a non-resident enterprise in relation to income derived from or accruing in
the PRC, where the non-resident enterprise has no office or premises established in the PRC or the
income derived or accrued has no de facto relationship with the office or premises established, if
the contract stipulates that the withholding agent shall bear the tax payable amount, the
tax-exclusive income amount derived by the non-resident enterprise shall be converted to

tax-inclusive income amount and the tax withheld shall be turned over.
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Value-added tax (VAT)

Pursuant to the Interim Regulations on Value-Added Tax of the PRC* (< H1#E A R A 5 14 (F
B 15491) ), promulgated by the State Council on 13 December 1993 and last amended on 19
November 2017; and the Implementation Rules of the PRC Interim Regulations on Value-Added
Tax* (P #E R AL B 3 (E AL AT 6B B iEAN R ) ), promulgated by the Ministry of Finance on
25 December 1993, last amended on 28 October 2011, and became effective on 1 November 2011.
sale of goods, provision of processing, repair and replacement services and import and export of
goods within the PRC are subject to value-added tax (the “VAT”). VAT payable is calculated as
output VAT minus input VAT. For taxpayers selling the prescribed goods and services, the VAT rate
shall be 17%, selling agricultural products, publications and other goods stipulated by the State
Council, the VAT rate shall be 11%. For export goods, the VAT rate shall be zero, unless otherwise
stipulated by the State Council.

According to the Notice of the Ministry of Finance and the SAT on the Value-Added Tax and
Consumption Tax Policy for Labor Services of Exported Goods* ({HAELHS ~ B R BLHS AL )5 B it
&Y 55 B B (E B TS 2 BLBUR 4 41) ) issued by Ministry of Finance and the SAT on 25 May
2012 and revised on 9 December 2014, export enterprises other than export goods and services
mentioned in Article 6 and 7 of this Notice that are subject to the VAT exemption and value-added
tax policies (refers to the units that handle industrial and commercial registration, tax registration,
foreign trade operator filing registration according to law, and self-operate or entrust export
goods), their export goods and services are subject to the exemption and refund of value-added tax
policies. Except for the VAT export tax rebate rate specified by the Ministry of Finance and the
SAT in accordance with the decision of the State Council, the export tax rebate rate of export
goods is its applicable tax rate. Pursuant to Measures for the Administration of Value Added Tax
and Consumption Tax on Export Goods and Services* (<t Il & 45 15 8 (B A H 2o B 2R
%)) issued by the PRC tax authority on 14 June 2012, the deadline for export tax rebate
application* (KRB B i 5%) falls on 30 April of the next calendar year of the year in which the

goods were exported.

According Notice of the Ministry of Finance and the SAT on the Adjustment to Value-Added
Tax Rates* (CHAELHS - B BTG5 A ) B o B B (B BB 2 19 28 %1 ) ), promulgated on 4 April 2018,
and became effective on 1 May 2018, the VAT rates of 17% and 11% applicable to taxpayers
engaging in the sale or import of goods shall be adjusted to 16% and 10% respectively. For export
goods that originally applied a 17% tax rate and an export tax rebate rate of 17%, the export tax
rebate rate is adjusted to 16%; for export goods and cross-border taxable acts that originally
applied a 11% tax rate and an export rebate rate of 11%, the export tax rebate rate is adjusted to
10%.

- 125 -



REGULATORY OVERVIEW

According to the Notice of the Ministry of Finance and the SAT on the Adjustment to Export
Tax Rebate Rate for Certain Products® (CHAECHS ~ Bl Z BB A = B F 88 30 20 i it AR B R Y
#H1)) promulgated on 22 October 2018, and became effective on 1 November 2018, the export
tax rebate rate of value-added tax on certain products were adjusted, the export tax rebate rate for
plastic products and other products were increased to 16%, and the export tax rebate rate for some
metal products and other products were increased to 13%. Except for the products covered in
Articles 1 and 2 of this notice, the remaining export products, if the original export tax rebate rate
is 15%, the export tax rebate rate will be increased to 16%; if the original export tax rebate rate is
9%, the export tax rebate rate will be increased to 10%; if the original export tax rebate rate is 5%,

the export tax rebate rate will be increased to 6%.

Pursuant to the Announcement on Deepening the Policies Related on VAT Reform* (B i %
LGB A BRI /A% )) issued jointly by Ministry of Finance, SAT and General
Administration of Customs on 20 March 2019 with effect from 1 April 2019 (the “Downward
Adjustment Policy”), the VAT rates of 16% and 10% applicable to taxpayers engaging in the sale
or import of goods shall be adjusted to 13% and 9% respectively. For export goods and services
that originally applied a 16% tax rate and an export tax rebate rate of 16%, the export tax rebate
rate is adjusted to 13%; for export goods and cross-border taxable acts that originally applied a
10% tax rate and an export rebate rate of 10%, the export tax rebate rate is adjusted to 9%. While
the Downward Adjustment Policy came into effect on 1 April 2019, it specifies that, subject to
scrutiny of the PRC tax authority, a corporate entity adopting the exempt-offset-refund method*
(KR BLHEL) is eligible for a grace period of three months from April to June 2019 within
which, the original rate of rebate before the implementation of the Downward Adjustment Policy

would continue to be applicable.

According to the Announcement of the Ministry of Finance and the SAT on Increasing the
Export Tax Rebate Rate for Certain Products* ({HFELHR ~ B 581 155 4 Jay BRI 42 s &8 70 728 it 1R
Fi %M A )) promulgated on 17 March 2020 and became effective on 20 March 2020, the export
tax rebate rate of value-added tax on certain products were adjusted, the export tax rebate rate of
1,084 products such as porcelain sanitary ware were increased to 13%; the export tax rebate rate of

380 products such as plant growth regulators were increased to 9%.
Details of on the laws and regulations on transfer pricing in PRC

According to the PRC EIT Law, the EIT Implementation Rules (the “EITIR”), Law of the
PRC Concerning the Administration of Tax Collection* ({3 A R I B Bl U Bl & #E%) ) and
Detailed Rules for the Implementation of the Law of the PRC on the Administration of Tax
Collection® (A R AN BB CBORCE P B AN ) ), related party transactions should
comply with the arm’s length principle and if the related party transactions fail to comply with the
arm’s length principle and results in the reduction of the enterprise’s taxable income, the tax

authority are entitled to make a special adjustment within 10 years from the taxpaying year when
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the non-compliant related party transaction had occurred. Pursuant to such laws and regulations,
any company entering into related party transactions with another company shall submit an annual
related party transactions reporting form* (4 £ B SE 05 1F A ik 5 3%) to the tax authority.

OTHER LAWS AND REGULATIONS

During the Track Record Period, we exported our products to countries including the United
States, the UK, Germany and Australia. Consequently, our products will have to comply with
certain laws and regulations in relation to, among others, product safety, product liability, import
duties/tariff, consumer protection, intellectual property rights and anti-dumping regulations, etc.
According to our legal advisers as to the laws and regulations of the United States, the UK,
Germany and Australia, a summary of laws and regulations which are relevant to our Group’s sales

are set out as follows:

UNITED STATES LAWS AND REGULATIONS

Laws and regulations relating to product safety and products liability
Product Safety

Enacted in 1972, the Consumer Product Safety Act (“CPSA”) is the umbrella statute that
established and defined the authority of the Consumer Product Safety Commission (“CPSC”). The
CPSA authorises the CPSC to develop safety standards, pursue recalls and ban products under
certain circumstances. Pursuant to this authority, the CPSC has promulgated a series of regulations
that it enforces under the CPSA. In 2008, the Consumer Product Safety Improvement Act
(“CPSIA”) was enacted, which provided the CPSC with significant new regulatory and

enforcement tools.

Section 14 of the CPSA provides that imported consumer products are required to bear
certificates certifying compliance with applicable rules, bans, regulations, and standards.
According to Section 17 of the CPSA, consumer products that fail to comply with relevant safety
rules or are not accompanied by the required certificate will be refused admission into the United

States. The CPSA provides for civil and criminal penalties with respect to violations of the Act.

In addition, the CPSA contains several reporting requirements for manufacturers of consumer
products sold in the United States. Section 15(b) of the CPSA requires manufacturers to notify the
CPSC within 24 hours of obtaining information that one of their products (1) fails to comply with
applicable consumer product safety rules, (2) contains certain defects, or (3) creates an
unreasonable risk of serious injury or death. The CPSC may require the manufacturer to cease
distribution of the affected product and notify persons to whom the product was sold or distributed

of such non-compliance, defects or risk. In certain circumstances, the CPSC may require the
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manufacturer to bring the product into conformity with the applicable rules, repair the defect in the
product, replace the product with an equivalent product that complies with the relevant rules,

effect a product recall and/or refund the purchase price of the product.

Additionally, Section 37 of the CPSA requires a manufacturer to report to the CPSC any
model of a consumer product that is the subject of at least three civil actions filed in Federal or
State court for death or grievous bodily injury that result in final settlement involving the

manufacturer or a court judgement in favour of the plaintiff within a specified 24-month period.

Many (but not all) states have also enacted very broad consumer protection statutes that
provide remedies for consumers who have been injured as a result of businesses’ fraudulent,
deceptive or unfair practices. The available remedies often include treble damages and an order

that places restrictions on the future conduct of the company.

Products liability

There is no federal products liability law. Although differences do exist, the vast majority of
states have adopted products liability laws that share the common principles discussed below.
Parties involved in manufacturing, distributing or selling a product may be subject to liability for
harm caused by a defect in that product. There are three types of product defects: design defects,
manufacturing defects and warning/marketing defects. Product liability claims may be based on
negligence, strict liability or breach of warranty. In a negligence claim, a defendant may be held
liable for personal injury or property damage caused by the failure to use due care. Strict liability
claims, however, do not depend on the degree of care that the defendant used. The defendant is
liable when it is shown that an injury (to a person or to property) occurred as the result of a
product defect. Breach of warranty is also a form of strict liability in the sense that a showing of
fault is not required. The plaintiff need only establish the warranty was breached, regardless of
how that came about. A company that manufactures, distributes or sells a product in a particular
state would be subject to such state’s product liability laws, whether the company’s jurisdiction of
incorporation or principal place of business is in that state, in another US state or in a non-US

jurisdiction.

Laws and regulations relating to imports

Custom duties

Our shipments of products to the United States are subject to inspection and compliance with
relevant laws, regulations, and rules administered by US Customs and Border Protection. US
Customs and Border Protection (“CBP”) is a federal law enforcement agency, and a subdivision of
the United States Department of Homeland Security that is responsible for regulating and

facilitating international trade, collecting import duties, and enforcing US trade and customs
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regulations, including those applicable to the importation of our products into the United States.
An importer of record for products imported into the United States is ultimately responsible for the
completeness and correctness of the entry documentation presented to CBP and payment of all
applicable duties, taxes and fees. Our products are mainly sold on a FOB basis as such terms are
defined in the 2020 version of Incoterms, or International Commercial Terms, a series of
pre-defined commercial terms published by the International Chamber of Commerce relating to
international commercial law, and commonly used in connection with cross-border shipment of
products. Our products are also subject to customs duties as provided in the Harmonized Tariff
Schedule of the United States (the “HTSUS”). Under FOB shipment terms, the Group is not the
importer of record for imports of our products into the United States. Therefore, the burden of
compliance with CBP regulations, rules, and processes is allocated to our customers, who act as
the importer of record. However, to the extent our customers do not comply with relevant CBP

regulations, rules, and processes, imports of our products into the United States may be delayed.

Anti-dumping, countervailing duty and quotas

Depending on the product exported to the United States and its origin, the product may be
subject to additional duties besides regular customs duties, such as anti-dumping or countervailing

duties, upon its entry into the US customs territory.

The anti-dumping and countervailing duties are duties in addition to the regular customs
duties that are assessed under the HTSUS. The anti-dumping and countervailing duties are assessed
as a percentage of the import value of the imported merchandise. In some cases, the anti-dumping
and/or countervailing duties are substantial and effectively prohibit imports of the product.

In addition, the US imposes import quotas on certain imported goods to control the amount or
volume of the goods that can be imported into the US during a specified period of time. Quotas
are established by legislation, Presidential Proclamations or Executive Orders. There are three
types of quotas: absolute, tariff-rate, and tariff preference level. Absolute quotas strictly limit the
quantity of goods that may enter the US for a specific period. Tariff Rate Quotas permit a
specified quantity of merchandise to be imported at a reduced rate of duty and may be limited to a
specific time period. Goods that are commonly subject to quotas include textile and agriculture
goods such as cotton, apparel, meat and dairy products.

Currently, our products are not subject to any existing US anti-dumping and countervailing
duty measures and import quotas.
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Other Import tariffs

Section 201 of the Trade Act of 1974, 19 USC. § 2101 et. seq. (the “Trade Act”) permits the
President of the United States to grant temporary import relief by raising import duties or
imposing non-tariff barriers (e.g., quotas) on goods entering the United States that injure or
threaten to injure domestic industries producing similar goods. Section 301 of the Trade Act
authorises the President of the United States to take all appropriate actions, including retaliation,
to obtain the removal of any act, policy, or practice of a foreign government that violates an
international trade agreement or is unjustified, unreasonable, or discriminatory, and that burdens or
restricts US commerce. The law does not require that the US government wait until it receives

authorisation from the World Trade Organization to take enforcement actions.

Beginning in July 2018, the US imposed Section 301 actions in the form of additional duties
on certain Chinese products. This means that when these products of Chinese origin are imported
into the United States, they are subject to additional import duties, varying from 7.5% to 25%.
Most of our products, if of Chinese origin, are subject to an additional duty of 7.5% (List 4A), and
some to 25% (List 3), unless the products are covered by product-specific exclusions granted by
the US Trade Representative (USTR). However, most of the product-specific exclusions granted
had expired by 31 December 2020. Only a few COVIDI19-related products (e.g. masks, gloves,
medical equipment, etc.) continue to enjoy exclusions until 14 November 2021. The USTR
initiated a public comment process on whether to reinstate previously extended exclusions
covering products of China subject to Section 301 tariffs. Public comments are due on
1 December 2021.

Although the United States and China reached a Phase One trade deal in January 2020, these
additional tariffs remain in place. The status of the tariffs may change as the trade relationships

between China and the United States evolve.

Laws and regulations relating to intellectual property rights

US trademark law is governed by both federal and state law. A trademark includes any word,
name, symbol, slogan, or device (such as a design), or any combination of these, used to identify
goods or services and to distinguish them from those manufactured, sold, or serviced by others.
Remedies for trademark infringement can include injunctions, damages, and a disgorgement of

profits.

UK LAWS AND REGULATIONS

The UK left the EU on 31 January 2020, but remained subject to all of its laws and
regulations under the Agreement on the withdrawal of Great Britain and Northern Ireland from the

European Union and the European Atomic Energy Community during the transition period which
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ended on 31 December 2020. With the UK formally leaving the EU single market and customs
union on 31 December 2020 and entering into the EU-UK Trade and Cooperation Agreement on 30
December 2020, import of goods to and from the EU is now subject to different rules, licencing

and compliance regime.

Laws and regulations relating to product safety and product liability

Product safety

The EU Directive 2001/95/EC on general product safety was implemented by the General
Product Safety Regulations 2005 (“GPSR 2005”) in the UK. The GPSR 2005 imposes criminal
liability on producers and distributors of unsafe products in the UK. The maximum penalty of the
most serious offence is a fine of £20,000 or 12 months’ imprisonment, or both. Under the
regulations, a “producer” is the manufacturer of a product and any other person presenting itself as
the manufacturer, or if the manufacturer is not established in the United Kingdom, its
representative in the United Kingdom or the importer of the product. A “distributor” means a
professional in the supply chain whose activity does not affect the safety properties of a product.
The GPSR 2005 stipulates a number of offences, which includes: (i) the producer failing to: supply
only safe products; provide consumers with information about risks of a product; adopt measures
to stay informed about risks; or take appropriate action, including, where necessary, withdrawal, or
recall of products; (ii) the distributor being involved in the supply of a product that it knows, or
should have presumed, is a dangerous product or failing to participate in the monitoring of product
safety; or (iii) the producer or distributor failing to notify and/or co-operate with enforcement
authorities or comply with a safety notice. The offence of a producer placing an unsafe product on
the UK market is a strict liability offence, which means that the offence is committed once the
producer places an unsafe product on the market (even though it does not know at that stage the
product is unsafe). The only defence is that the producer has taken all reasonable steps and

exercised all due diligence to avoid committing the offence.

Product liability

The Product Liability Directive 85/374/EEC was implemented by the Consumer Protection
Act 1987 (“CPA 1987”), which lays down a scheme dealing with civil liability for unsafe goods
under which the producer of an unsafe product or, as the case may be, another person in the chain
of supply, is held strictly liable in damages with respect to any defect in those goods which causes
damage. The primary liability for defective products lies on the producer but there are special
provisions for components, persons who market products under their own brand name and
importers. In order to meet cases where he cannot identify the producer, the person injured by the

product may in the first instance hold liable to his immediate supplier, who may then in turn pass
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liability up the chain of distribution by identifying his supplier, and so on to the ultimate
manufacturer or importer. Liability for damage caused by a defective product does not extend to

all damage but only to specified damage.

The CPA 1987 imposes strict liability which means that people who are injured by defective
products can sue for compensation without having to prove that the manufacturer was negligent.
Liability under the CPA 1987 does not preclude a claimant from making a common law negligence
claim, and in some cases a common law negligence claim may succeed where a claim would not
be available under the CPA 1987.

Laws and regulations relating to corporate governance

The normal laws applicable to companies in England and Wales govern BHP UK which was
incorporated under the laws of the United Kingdom on 18 September 2009. BHP UK'’s
incorporation, existence, governance and powers are controlled by the Companies Acts 1985 and

2006 and is subject to all the usual laws applicable to English companies.

Under the Companies Act 2006 there is a risk that BHP Zhejiang might be treated as a
shadow director of BHP UK. This could render BHP Zhejiang liable to third parties if BHP UK
were to become insolvent and it had taken steps which were unlawful for it or a breach of the
duties of the directors of the company in relation to the insolvency. In certain circumstances,
directors of an English company can become liable to its creditors if they continue to operate the

company when it is insolvent and goes into liquidation thereafter.

Laws and regulations relating to employment

Under the relevant UK laws and regulations, all employees must have a contract of
employment which need not be in writing and may be partly written and partly oral. The contract
of employment sets out all the terms and conditions governing the relationship between the

employer and the employee.

A national minimum wage applies for all workers over compulsory school leaving age. The
national minimum wage rates differ depending on the age of the worker and whether or not they
are in training. There are compulsory regulations against unfair dismissal, minimum standards of

holidays and working time regulations.

Laws and regulations relating to intellectual property rights

The Trade Marks Act 1994 (“TMA”) regulates the registration of UK trademarks, the use of
registered UK trademarks and related matters. Section 9 of the TMA provides that the owner of a

registered UK trademark has exclusive rights in the trademark which are infringed by the use of

- 132 -



REGULATORY OVERVIEW

the trademark (or any sign confusingly similar to it) in the UK without the owner’s consent. For
instance, a person infringes a registered trademark if he uses in the course of trade a sign which is
identical with the trademark in relation to goods or services which it is registered (Section 10(1)
TMA). The TMA provides that a registered trademark owner is, in an action for infringement,

entitled to relief including by way of damages, injunctions and accounts.

EU LAWS AND REGULATIONS

There is extensive legislation of the EU which aims at safeguarding the health, safety and
interests of consumers. The regulations and directives of the EU cover a wide range of aims, such
as the promotion of consumers’ rights to information and education, consumer safety, the
protection of consumers’ economic and legal interests, and product packaging and labelling. While
a regulation is a binding legislative act directly applicable in the Member States, a directive must

be implemented by the Members in accordance with their domestic legal system.

Consumer protection in the EU

Consumer protection legislation and policy are central to the EU objectives of achieving a
high standard of quality for its citizens. The Treaty on the Functioning of the European Union
(“TFEU”) places a high premium on the interests, health and safety of consumers in the EU. For
example, Article 12 TFEU explicitly sets out that consumer protection requirements shall be taken
into account when defining and implementing EU policies and activities. Equally, Article 114
TFEU on the approximation of laws sets out that the European Commission in its proposals on
consumer protection will take as a base a high level of protection. With a view to meeting such
objectives, laws have been adopted to govern the economic and health protection of consumers,

the safety of products and the free movement of only safe goods within the EU.

(i) The sale of consumer goods and associated guarantees (“Directive 1999/44/EC”)

Directive 1999/44/EC, which was adopted in May 1999 and required to be implemented in
the member states of the EU (“Member States”) by 1 January 2002, applies to all sellers of goods.
The relevant provisions of this Directive provide consumers with a uniform minimum level of
legal rights to remedies in the event of non-conformity of a product with the sale contract at the
time of delivery. According to Directive 1999/44/EC, sellers must deliver only such goods to the
consumers that are in conformity with the contract. Consumer goods are presumed to be in
conformity with the contract if they: comply with seller’s description; are fit for the purposes
required by the consumer as made known by him to the seller; and are fit for their normal intended

purpose and of quality and performance normally expected of products of this type.
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(ii) The liability for defective products (“Directive 85/374/EEC”)

Directive 85/374/EEC, a Directive issued by the Council of the EU and published on 7
August 1985 in the Official Journal of the European Union, states that producers shall be liable to
their consumers for damage caused by defects in their products. For imported products, the EU
importer is considered to be the producer for the purposes of the Directive. Directive 85/374/EEC
is important for all sellers in the EU as any defect in the goods leading to damage, defined as
death or personal injury or damage to any item of property, can give rise to liability on parties in

the chain between the manufacture and sale of the defective goods.

Anti-dumping in the EU

Pursuant to Regulation (EU) 2016/1036 of 8 June 2016 (“Regulation 2016/1036”), the
European Commission is responsible for investigating allegations of dumping within the EU. It
usually conducts an investigation either upon receipt of a complaint from the relevant industry
within the EU or on its own initiative. The investigation must show that (i) there is dumping
pursuant to Article 2 of Regulation 2016/1036 by the exporting producers in the country/countries
concerned; (ii) material injury (or threat thereof) has been suffered by the industry concerned
within the EU; (iii) there is a causal link between the dumping and the injury; and (iv) the
imposition of measures is in the interest of the EU as a whole. If the investigation comes to the
conclusion that the above four conditions have been met, then anti-dumping measures may be
imposed on imports of the product concerned. These measures are usually duties or price
undertakings. The duties are paid by the importer in the EU and collected by the national customs
authorities of the respective EU countries. Exporting producers may offer “undertakings” agreeing
to increase its export prices of the products concerned. If their offer is accepted, anti-dumping
duties will not be imposed on imports. The European Commission is not obliged to accept an offer
of an undertaking. During the Track Record Period and up to the Latest Practicable Date, none of
the products produced by our Group had been subject to any anti-dumping investigations or

measures in the EU.

The REACH Regulation 2006

The REACH Regulation 2006 is directly applicable in EU Member States. However, each
Member State must enforce the REACH regime within its own territory. Certain substances
(including substances that are carcinogenic, mutagenic or toxic to reproduction) are listed in the
regulation as substances of very high concern (“SVHC”) and can only be placed on the market in
specific circumstances. There is a duty to notify the European Chemicals Agency and provide

information to consumers about products containing a concentration of SVHC above 0.1% w/w.
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GERMAN LAWS AND REGULATIONS

Laws and regulations relating to product safety and product liability

Product safety

In principle, product-related EU and domestic laws are applicable when a product is placed
(Inverkehrbringen) or made available (Bereitstellen) on the German market irrespective of the
acting legal or natural person being considered as manufacturer, importer or distributor. With
regard to some product-related EU and the Product Safety Act (Produktsicherheitsgesetz)
(“ProdSG”), a specific legal feature applies: product-related responsibility is not only triggered by
placing or making a product available on the German market but also by someone importing a
product to the German market. Thus, under German law, responsibility for product compliance
requires a product being placed, made available on or imported to the German market whereby
responsibility under certain product-related EU and domestic laws is assigned to an economic
operator already at the earlier time of offering a product. A product is placed or made available
when it is supplied on the German market for distribution, consumption or use which requires the
transfer of ownership or possession for business purposes. This (not mandatorily physical) transfer
must take place on the German market. Violations of the ProdSG is penalised by fines of up to

EUR100,000 and/or imprisonment of up to one years, depending on the breach in question.

Product liability

We are subject to liability under the German Product Liability Act (Produkthaftungsgesetz)
(“ProdHG”). Liability under the ProdHG is mandatory, strict and can neither be restricted nor
excluded in advance. Liability may occur if, as a result of a defective product, a person is killed,
injured, affected in its health, or a thing (other than the defective product) is damaged. The term
“manufacturer” according to the ProdHG is basically someone who has manufactured the end
product, a basic material or a partial product. The term includes as well anyone who imports or
transfers the product into the area of application of the Agreement on the European Economic Area
for the purpose of sale; anyone who, by affixing his name, trademark or other distinctive sign on
the product, is also considered a quasi-manufacturer. The maximum amount of the liability for
personal injuries caused by the product or identical products with the same defect is limited to an
amount of EURS8S5 million. The ProdHG applies to us if (i) the aggrieved party has its habitual
residence in Germany and the defective product was placed on the German market; (ii) if the
defective product was bought in Germany and was placed on the German market; or (iii) if the
harm arose in Germany and the defective product was placed on the German market according to
Article 5 Regulation (EC) 864/2007. It is sufficient that we could reasonably foresee that a product
might be placed on the German market by another market participant, e.g. one of our customers, to
be liable under the ProdHG; thus it is not necessary that the defective product was imported to

Germany by us.
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We are also potentially subject to product liability pursuant to tort law under Section 823 of
the German Civil Code (Biirgerliches Gesetzbuch) (“BGB”), if the product is defective due to our
negligence (producer liability). We have to fulfil various obligations such as constructing and
producing products without defects, instructing the users about the use and/or potential residual
risks in a proper way and monitoring the products after they have been placed on the market. Any
negligent or intentional breach of such obligation causing damage to property, life, body, health or
freedom of a third party or any violation of a protective law causing such damage may result in a
liability towards the harmed party. Our liability under Section 823 BGB is in principle unlimited
and we would therefore be liable for all damages caused by the defective product. According to
Article 4 Regulation (EC) 864/2007, Section 823 BGB applies if the damage occurs in Germany.

Laws and regulations relating to intellectual property rights

In Germany, under the German Patent Act (Patentgesetz, PatG) a patent is a right to exclude a
third party from making, using, selling, or offering for sale a technical invention throughout
Germany or importing the invention into Germany. Germany has a “first to file” system which
means that the right to a patent for a given technical invention lies with the person who first filed
the patent application (regardless of the date the actual invention was made). Another category of
intellectual property rights similar to patents are utility models in accordance with the German
Utility Model Act (Gebrauchsmustergesetz, GebrMG). If patent or utility rights are infringed by
third parties, the owner can claim, in particular, injunctive relief, disclosure and compensation for

damages.

Competition law

There is no particular statue for the protection of trade secrets or confidential information,
however, trade secrets are protected by provisions of the German Act against Unfair Competition
(Gesetz gegen den unlauteren Wettbewerb) (“UWG”) to ensure fair economic competition. These
provisions provide for criminal sanctions, if someone exploits trade secrets of a third person
without being authorised to do so. To preserve rights in a trade secret, a company must take
reasonable measures to keep information that the company has received within the scope of
contractual relations strictly confidential. Our customer, as the company which is advertising and

distributing the product, bears sole responsibility for any violations of the UWG.
AUSTRALIAN LAWS AND REGULATIONS
Australian Consumer Law
The Australian Consumer Law (“ACL”), contained in Schedule 2 to the Competition and
Consumer Act 2010 (Cth), imposes statutory obligations upon manufacturers and suppliers of

goods in terms of marketing and advertising, product safety, quality guarantees and product
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liability. It gives regulators (primarily the Australian Competition and Consumer Commission
(“ACCC”)), competitors and consumers various statutory causes of action when a manufacturer’s

or supplier’s conduct contravenes the legislation.

(i) Statutory guarantees as to the supply of household goods for which both manufacturers and

suppliers are liable

The ACL attaches a number of guarantees to the supply of household goods and services in
Australia. These guaranteed rights include, without limitation, that: (i) the supplier has the right to
sell the goods; (ii) the goods are of acceptable quality; (iii) the goods match their descriptions; and
(iv) the goods are fit for any purpose that the supplier represents, etc. A broad range of remedies is

available against suppliers (including compensation, refund and replacement).

(ii) Provisions relating to safety standards, bans, recalls, safety warning notices and notification

obligations

Under the ACL, a rigorous product safety law applies to consumer goods which includes: (i)
the imposition of mandatory safety standards; (ii) bans on products, either on an interim or
permanent basis; (iii) issuance of safety warning notices; and (iv) issuance of compulsory recall
notices that require suppliers to recall a product. The Australian Commonwealth Minister may
make a safety standard about a number of matters as are reasonably necessary to prevent or reduce
risk of injury to any person. The supply of goods in contravention of a prescribed safety standard
is prohibited. If a standard applies to consumer goods, and the goods do not meet that standard, a

supplier also must not manufacture, possess or have control of those goods.

A supplier may be found guilty of a criminal offence if they fail to comply with a mandatory
safety standard. The maximum fine is AUDS500,000 for an individual and the greatest of AUDI10
million, 10% of annual turnover in Australia or three times the gain from the contravention for a
corporation. Civil penalties for the same amounts also apply. In addition, the ACL provides the
ACCC with a number of alternatives apart from criminal prosecution, which include the power to
issue infringement notices for offences. The maximum amount payable by a corporation for such

an infringement notice is AUD66,000.

Manufacturers directly liable for certain losses caused by defective goods

The ACL allows a claim to be made against a manufacturer (or ‘deemed’ manufacturer which
has a broad definition) when goods with safety defects cause injury, loss or damage. Goods have a
safety defect if their safety is not such as persons generally are entitled to expect and the product
must actually be unsafe, not just of poor quality or inoperative. A person suffering loss or damage

as a result of a safety defect can seek compensation for personal injury and death.
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Laws and regulations relating to intellectual property rights

It is unlawful to import goods into Australia which infringe intellectual property rights
(including but not limited to trademark, copyright, patents and designs). This includes registered
and unregistered intellectual property rights. Failure to consider intellectual property rights in
facilitating importing arrangements in Australia may result in the supplier and/or the importer

being the subject of legal action by the owner of the intellectual property rights in Australia.

A range of enforcement options are available for owners of intellectual property rights in
Australia who believe their rights are being infringed. These include: (i) civil court action seeking
remedies such as injunctions to restrain the infringing conduct, damages or an account of profits,
delivery up of infringing items and legal costs. Court action may be used to protect certain
unregistered intellectual property rights, such as through actions for misleading or deceptive
conduct or passing off; and (ii) notices of objection lodged with the Australian Customs and
Border Protection Service by owners of intellectual property rights under which the service will
seize goods infringing copyright or registered trademarks to enable the intellectual property rights
holder to institute legal action.

Certain breaches of the Trade Marks Act 1995 (Cth) (“TM Act”) and Copyright Act 1968
(Cth) (“Copyright Act”) constitute criminal offences. In a limited number of circumstances, law
enforcement agencies such as state and federal police will take action in relation to these criminal

provisions.

The Copyright Act and TM Act provide for individuals to be fined up to AUD136,500 and for
corporations to be fined up to AUD682,500 for importing infringing products into Australia for

commercial exploitation. The possible term of imprisonment is up to five years.

Laws and regulations relating to plastic household goods in Australia

Australia is a signatory to the WTO Standards Code and has acceded to the WTO Agreement
on Technical Barriers to Trade. However, Australia still maintains some restrictive standards
requirements particularly quarantine and health restrictions that have an impact on the free flow of
goods. If a product imported to Australia is required to comply with a mandatory Australian
product safety standard, the persons or institutions importing products that violate the relevant

product safety standard may result in a fine of AUDI10 million.

Parties may choose to comply voluntarily with a non-mandatory Australian Standard. Parties
must not represent that their product complies with an applicable Australian Standard if it does
not, and should have documentary proof of compliance (e.g. test results) if they do claim that their

product is standards-compliant.
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Suppliers should always consider the safety and suitability of any chemicals used in their
products regardless of whether there are specific regulations. In terms of plastic in household
goods, Diethylhexyl phthalate (“DEHP”) should be reviewed carefully. DEHP is strongly
controlled by a permanent product safety ban, and this permanent ban was declared on 1 February
2011. The ban prohibits supply of plastic products for use by children under 36 months (such as
toys, childcare articles and eating vessels and utensils) that contain more than 1% (by weight) of
DEHP and are products that children up to 36 months can readily chew or suck. DEHP must not
therefore be used in any product destined for children up to 36 months or which a child up to 36

months might chew or suck on.

HONG KONG LAWS AND REGULATIONS

Business Registration Ordinance (Chapter 310 of the Laws of Hong Kong)

Our Group is subject to the Business Registration Ordinance. The Business Registration
Ordinance requires every entity that carries on a business in Hong Kong to apply for business
registration within one month from the date of commencement of the business, and to display the

valid business registration certificate at the place of business.

Any person who fails to apply for business registration or display a valid business
registration certificate at the place of business shall be guilty of an offence, and shall be liable to a

fine of HK$5,000 and to imprisonment for one year.

Inland Revenue Ordinance (Chapter 112 of the Laws of Hong Kong)

Our Group is subject to the profits tax regime under the Inland Revenue Ordinance. The
Inland Revenue Ordinance is an ordinance for the purposes of imposing taxes on property,
earnings and profits in Hong Kong. The Inland Revenue Ordinance provides, among others, that
persons, which include corporations, partnerships, trustees and bodies of persons, carrying on any
trade, profession or business in Hong Kong are chargeable to tax on all profits (excluding profits
from the date of capital assets) arising in or derived from Hong Kong from such trade, profession

or business.
As at the Latest Practicable Date, the standard profits tax rate for corporations was at 16.5%.

The Inland Revenue Ordinance also contains provisions relating to, among others, permissible

deductions for outgoings and expenses, set-offs for losses and allowances for depreciation.
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Trade Marks Ordinance (Chapter 559 of the Laws of Hong Kong)

The Trade Marks Ordinance provides for the registration of trade marks, the use of registered
trade marks and related matters. In order to enjoy protection by the laws of Hong Kong, trade
marks shall be registered with the Trade Marks Registry of the Intellectual Property Department
under the Trade Marks Ordinance and the Trade Marks Rules (Chapter 559A of the Laws of Hong
Kong).

By virtue of Section 14 of the Trade Marks Ordinance, the owner of a registered trade mark
is conferred with exclusive rights in the trade mark. Any use of the trade mark by third parties
without the consent of the owner is an infringement of the trade mark and the owner of the
registered trade mark is entitled to remedies under the Trade Marks Ordinance, such as

infringement proceedings under Sections 23 and 25 of the Trade Marks Ordinance.
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HISTORY AND DEVELOPMENT

Overview

Our Group’s history can be traced back to June 2005 when Mr. Zhu, together with Mr. Fang,
Mr. Mao and Mr. Zhang, founded BHP Linhai for manufacturing and selling laundry products,
household cleaning tools and kitchen gadgets in Linhai County, Zhejiang Province, the PRC.
Throughout its business operation, BHP Linhai had been manufacturing laundry products,

household cleaning tools and kitchen gadgets in a leased production plant in Linhai County.

Believing the household necessity product industry had promising prospects, Mr. Zhu, Mr.
Fang, Mr. Mao and Mr. Zhang decided to expand our manufacturing business. In September 2007,
as part of our expansion plan and to diversify our sales channels, Mr. Zhu, Mr. Fang, Mr. Mao and

Mr. Zhang established BHP Housewares in Hong Kong to engage in the sale of our products.

Having considered that the production capacity and efficiency of the leased production plant
was no longer sufficient to cope with the increasing scale of our business operation, in 2008, Mr.
Zhu, Mr. Fang, Mr. Mao and Mr. Zhang established BHP Zhejiang and acquired a parcel of land
and began to set up the Huzhou Production Plant in Deqing County, Zhejiang Province, the PRC.
In the same year, they commenced to transfer our entire business from Linhai County to Deqing
County by establishing BHP Zhejiang.

In March 2009, with the goal to expand our Group’s business to the United Kingdom and to
gauge consumer demand for our products in the United Kingdom, our Group entered into a joint
venture agreement with Mr. Nicholson, who is a UK citizen, and an Independent Third Party (the
“Home Laundry JV Agreement”). Pursuant to the Home Laundry JV Agreement, among others,
(1) our Group acquired 33% of the issued shares in Home Laundry from Mr. Nicholson; and (ii)
Home Laundry shall engage in reselling of household necessity products purchased from our
Group to its customers through e-shop platform. For the key terms and other details of the Home
Laundry JV Agreement, please refer to the paragraph headed “Divestment of interests in a

jointly-controlled entity” in this section.
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In September 2009, having tested the market acceptance of our products in the United
Kingdom through e-shop platform, our Group considered that the market response was positive
and decided to further establish our presence in the United Kingdom by establishing BHP UK to
better reach out to potential customers and to better serve our customers in the United Kingdom.
Having considered (i) Mr. Nicholson’s market knowledge and network in the United Kingdom had
helped Home Laundry in developing its business; (ii) it was beneficial for our Group to further
leverage on Mr. Nicholson’s market knowledge and network in the United Kingdom for the
development of BHP UK’s business; and (iii) the geographical and communicational convenience
to Mr. Nicholson in attending to various matters in connection with the operation of BHP UK, our
Group appointed Mr. Nicholson as the director of BHP UK. In order to reach out to potential
customers located in the United Kingdom, we engaged NSM, which is wholly owned by Mr.
Nicholson and his associates, as our trade agency. The service offered by NSM is complementary
to the operations carried out by BHP UK. At the time when BHP UK was incorporated, NSM had
been providing sales and marketing services to its clients, including but not limited to (i) assisting
them to identify and liaise with potential sales channels and/or customers, (ii) conducting
marketing and promotional activities; and (iii) providing after-sales services. Taking into
consideration (i) BHP UK was newly incorporated and had just commenced its operation in the
United Kingdom at the relevant times; (ii) the local experience and knowledge possessed by NSM
and its employees; and (iii) BHP UK could leverage NSM’s existing connections in the United
Kingdom, our Directors believed that it would be beneficial for our Group to engage NSM
separately for sales and marketing services in order to facilitate its expansion in the United

Kingdom.

In 2010, the Huzhou Production Plant commenced production and we ceased our production

operations in Linhai County in May 2011.

In March 2014, BHP Linhai was voluntarily deregistered as it had been dormant since May

2011 following the cease of our production operations in Linhai County.
During our business history, interests in our Group had been held through various trust
arrangements. For details, please refer to the paragraphs headed “Trust arrangements in relation to

interests in our Group” in this section.

For details of the background of Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang, please refer to

the section headed “Directors and senior management” in this prospectus.
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Milestones

The following table sets out our business development milestones:

Year

Milestone Event

2005

2008

2010

2011

2012

2013

2017

2019

Our Group commenced our business of manufacturing and selling laundry
products, household cleaning tools and kitchen gadgets in Linhai County, Zhejiang
Province, the PRC

We established BHP Zhejiang and began the construction of phase one of our
Huzhou Production Plant

Phase one of our Huzhou Production Plant began production

We commenced business with Bradshaw Group and Leifheit Group, two of our

major customers headquartered in the United States and Germany, respectively

We commenced business with Customer B, one of our major customers located in

Australia

We were recognised as an Advance Enterprise in Foreign Economic and
Technological Cooperation® (£ ZM &P i & 15 S5 HEAR 3E) for the year 2011 by the
Deqing County People’s Government* (F2F %% A R EUT)

The construction of phase two of our Huzhou Production Plant was completed and
the painting production workshop and processing production workshop began

operation

We were recognised as an Advanced Import and Export Enterprise of Autonomous
Operation* (H&#EH [1E#EMR ) by the Deging County People’s Government*
(T3 TR N RIBUR)

We were recognised as a Key Enterprise in Huzhou* (I i 85 & 5 ¥ {~3£) by the
Huzhou Municipal People’s Government* (i} i A FBUR)

We began selling our own “Jia Ji Bao” (% i #) branded products to local
customers in the PRC

We were recognised as a Representative Enterprise in Deqing County* ({5 #%/~
#i{>2% T ) by Deqing County Federation of Trade Union* (f&iF 5244 T.€r)

Additional warehouse of our Huzhou Production Plant was put into use
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OUR GROUP STRUCTURE AND CORPORATE HISTORY

Our Company was incorporated in the Cayman Islands on 21 May 2019 as an exempted

company with limited liability under the Cayman Companies Act in anticipation of the Listing.

Prior to Reorganisation, our Group comprised three major operating subsidiaries, being BHP
Zhejiang, BHP Housewares and BHP UK. The following table sets forth certain details of these

operating subsidiaries:

Equity ownership as at 1
January 2018 (i.e. the

Equity ownership after

Place and date of beginning of the Track completion of the
Name incorporation Record Period) Reorganisation Principal business activities
BHP Zhejiang The PRC/ 100% held by Grand 100% held by Grand Manufacturing and selling
18 September 2008 Resources' Resources our products
BHP Housewares Hong Kong/ 70% held by Mr. Zhu’ 100% held by Roses All  Selling our products
7 September 2007 10% held by Mr. Fang’ The Way
10% held by Mr. Mao®
10% held by Mr. Zhang’
BHP UK The United Kingdom/ 100% held by BHP 100% held by BHP Selling our products
18 September 2009 Zhejiang’ Zhejiang
Notes:

1. Grand Resources is owned as to 70%, 10%, 10% and 10% by Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang,

respectively.

2. During the period from the incorporation of BHP Housewares to 22 July 2019, Ms. Lou, the spouse of Mr. Zhu and
a director of BHP Housewares, had been holding 70%, 10%, 10% and 10% of the issued shares in BHP Housewares
on trust for Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang, respectively. For details, please refer to the paragraphs

headed “Trust arrangements in relation to interests in our Group” in this section.

3. During the period from 1 October 2016 to 6 July 2018, Mr. Nicholson had been holding 50% of the issued shares in
BHP UK on trust for BHP Zhejiang. For details, please refer to the paragraphs headed “Trust arrangements in

relation to interests in our Group” in this section.
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Shareholding changes during the Track Record Period prior to the Reorganisation

BHP UK

On 6 July 2018, Mr. Nicholson transferred 50 shares in BHP UK held on trust for BHP
Zhejiang, representing 50% of the issued shares of BHP UK, to BHP Zhejiang at nil consideration,
as such transfer was for the purpose of terminating the trust arrangement between Mr. Nicholson
and BHP Zhejiang. For details of the trust arrangement, please refer to the paragraphs headed

“Trust arrangements in relation to interests in our Group” in this section.

Divestment of interests in a jointly-controlled entity

Home Laundry was incorporated in the United Kingdom with limited liability on 2 February
2009. As at the date of its incorporation, Home Laundry was wholly owned by Mr. Nicholson, who
contributed GBP100 to Home Laundry.

Mr. Zhu acquainted with Mr. Nicholson in the early 2000s in business occasion, and
understood that Mr. Nicholson had extensive experience in sales of household necessity products

in the United Kingdom.

In early 2009, with the goal to expand our Group’s business to the United Kingdom and to
gauge consumer demand for our products in the United Kingdom, our Group decided to set up a
joint venture with Mr. Nicholson in order to leverage Mr. Nicholson’s market knowledge and
network in the United Kingdom household necessity product market. Consequently, on 9 March
2009, our Group entered into the Home Laundry JV Agreement with Mr. Nicholson and an
Independent Third Party introduced by Mr. Nicholson who specialised in computer hardware,

software and network peripherals.

The key terms of the Home Laundry JV Agreement are as follows:

Business of Home Laundry :  Home Laundry shall engage in reselling of household
necessity products purchased from our Group to its

customers through e-shop platforms

Distribution of profits : All net income accruing to Home Laundry shall be
distributed in proportion to the shareholdings of the parties

to the Home Laundry JV Agreement

Board of directors :  Each party to the Home Laundry JV Agreement shall be

appointed as a director of Home Laundry
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Management : Decisions in relation to the operations of Home Laundry
shall require unanimous consent of the parties to the Home

Laundry JV Agreement

Pursuant to the Home Laundry JV Agreement, on 9 March 2009, Mr. Nicholson transferred
33 shares and 33 shares in Home Laundry, representing 33% and 33% of the issued shares in
Home Laundry, to Mr. Zhu (as trustee of Grand Resources) and the Independent Third Party,
respectively, at a consideration of GBP33 and GBP33. Such consideration was determined based
on the initial contribution made by Mr. Nicholson to Home Laundry. As a result, Home Laundry
was held as to 34%, 33% and 33% by Mr. Nicholson, Mr. Zhu (as trustee of Grand Resources) and
the Independent Third Party, respectively.

On 3 July 2018, Mr. Nicholson and Mr. Zhu (as trustee of Grand Resources) acquired 16
shares and 17 shares in Home Laundry, representing 16% and 17% of the issued shares in Home
Laundry, from the Independent Third Party, respectively, at a consideration of GBP10,857.76 and
GBP11,536.36, respectively. Such consideration was determined based on arm’s length
negotiations taking into account, among others, the then cash balance and trade receivables of
Home Laundry and the contribution made by the Independent Third Party to Home Laundry. As a
result of the transfer, each of Mr. Nicholson and Mr. Zhu (as trustee of Grand Resources) held 50
shares in Home Laundry and Home Laundry was owned as to 50% by Mr. Nicholson and 50% by

Mr. Zhu (as trustee of Grand Resources), respectively.

For details of the trust arrangement between Mr. Zhu and Grand Resources, please refer to

the paragraphs headed “Trust arrangements in relation to interests in our Group” in this section.

For the years ended 31 December 2018 and 2019, our Group’s share of results of Home
Laundry amounted to approximately RMB62,000 and RMB22,000, respectively. In early 2019,
having considered that (i) Home Laundry only generated minimal income for our Group; (ii) our
Group has established BHP UK to manage our sales activities in the United Kingdom; and (iii) the
sale of our products through online shop in the United Kingdom is no longer in line with our then
business strategies, the Directors decided to divest from Home Laundry for effective allocation of
internal resources. As such, on 3 June 2019, Mr. Zhu (as trustee of Grand Resources) transferred
all of its 50 shares in Home Laundry, representing 50% of the issued shares in Home Laundry, to
Mr. Nicholson at nil consideration, which was determined after arm’s length negotiation between
the parties with due regard to (i) Home Laundry only generated minimal income for our Group;
(ii) our Group would cease all dealings with Home Laundry after such transfer; (iii) even if the
consideration was to be determined based on the estimated income generated by Home Laundry or
its net asset value at the material time, the consideration amount would still be immaterial; and
(iv) our Group would conduct its business in the UK through BHP UK going forward and Home
Laundry would no longer be meaningful to our Group. Upon completion of the divestment, Home

Laundry was wholly owned by Mr. Nicholson and ceased to be a jointly-controlled entity of our
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Group. As confirmed by the Directors, Home Laundry was solvent and had not been subject to any

material non-compliance incidents, claims, litigations or legal proceedings during the Track Record

Period before such divestment.

As at the Latest Practicable Date, our Group had ceased all dealings with Home Laundry. To

the best of the knowledge, information and belief of our Directors having made all reasonable

enquiries, Home Laundry will cease its business operations after finish selling its remaining stock

of products.

TRUST ARRANGEMENTS IN RELATION TO INTERESTS IN OUR GROUP

Throughout our business history, interests in our Group had been held through the following

trust arrangements:

Name of company

Particulars of trust arrangement

Relationship of trustee with
our Group and/or the
Controlling Shareholders

Reason for trust arrangement

BHP
Housewares

Grand
Resources

Since the incorporation of

BHP Housewares, Ms. Lou
had been holding 70%,
10%, 10% and 10% of the
issued shares in BHP
Housewares on trust for Mr.
Zhu, Mr. Fang, Mr. Mao
and Mr. Zhang, respectively.

Such trust arrangement was
terminated when Ms. Lou
transferred all issued shares
in BHP Houseware to Roses
All The Way on 22 July
2019.

Since 17 October 2008, Ms.

Zhang Cong, an Australian
citizen, had been holding
70%, 10%, 10% and 10% of
the issued shares in Grand
Resources for Mr. Zhu, Mr.
Fang, Mr. Mao and Mr.
Zhang, respectively.

Such trust arrangement was
terminated when Ms. Zhang
Cong transferred 70%, 10%,
10% and 10% of the issued
shares in Grand Resources
to Mr. Zhu, Mr. Fang, Mr.
Mao and Mr. Zhang,
respectively, on 21 March
2012.

Ms. Lou is the spouse of
Mr. Zhu and a director
of BHP Housewares.

Ms. Zhang Cong was a
friend of Mr. Zhu.
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As Mr. Zhu, Mr. Fang, Mr. Mao and Mr.
Zhang were pre-occupied with
managing the operations of BHP
Linhai, they established such trust
arrangement to enable Ms. Lou to
assist in completing the relevant
incorporation documents and handling
the relevant administrative matters.

Having considered that the production
capacity and efficiency of the
production plant of BHP Linhai was no
longer sufficient to cope with the
increasing scale of our business
operation, in 2008, Mr. Zhu, Mr. Fang,
Mr. Mao and Mr. Zhang decided to set
up the Huzhou Production Plant in
Deging County, and upon its
completion, our entire business would
be transferred to Huzhou Production
Plant from Linhai County to Deging
County.
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Relationship of trustee with
our Group and/or the
Name of company Particulars of trust arrangement Controlling Shareholders

Reason for trust arrangement
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Believing that a wholly foreign-owned

enterprise with a foreigner as the
shareholder of its offshore holding
company would have a perceived
advantage in acquiring the land for the
construction of the Huzhou Production
Plant given that the Deqing County
local government announced certain
policies and opinion in relation to the
open economy development of Deqing
County* (FE% % A REBUR B I b3k
R B OB AR B 05 T B L) in April
2008 providing various incentives such
as tax subsidy and subsidy for
establishing brands and/or registering
trademarks for wholly foreign-owned
enterprises to conduct business in
Deqing County, Mr. Zhu, Mr. Fang, Mr.
Mao and Mr. Zhang (i) established
BHP Zhejiang as a wholly
foreign-owned enterprise with Grand
Resources as its holding company; and
(i1) entrusted Ms. Zhang Cong to hold
the shareholding interest in Grand
Resources on their behalf after the
establishment of BHP Zhejiang.

As Mr. Zhu, Mr. Fang, Mr. Mao and
Mr. Zhang focused on the operations of
BHP Linhai and the transfer of
business, the trust arrangement was
maintained until the completion of the
transfer of business.

Following the completion of the transfer

of business in early 2012, Ms. Zhang
Cong transferred the shares in Grand
Resources back to Mr. Zhu, Mr. Fang,
Mr. Mao and Mr. Zhang according to
their respective beneficial interest in
Grand Resources whereby the trust
arrangement was terminated.
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Relationship of trustee with
our Group and/or the

Name of company Particulars of trust arrangement Controlling Shareholders Reason for trust arrangement

BHP UK Since 1 October 2016, Mr. Mr. Nicholson was a As Mr. Nicholson, who is a United

Home Laundry

Nicholson had been holding
50% of the issued shares in
BHP UK on trust for BHP
Zhejiang.

Such trust arrangement was
terminated when Mr.
Nicholson transferred 50%
of the issued shares in BHP
UK to BHP Zhejiang on 6
July 2018.

During the period from 9
March 2009 to 3 July 2018,
Mr. Zhu had been holding
33% of the issued shares in
Home Laundry on trust for
Grand Resources.

Since 3 July 2018, Mr. Zhu
had been holding 50% of
the issued shares in Home
Laundry on trust for Grand
Resources.

Such trust arrangement was
terminated when our Group
divested our interests in
Home Laundry by directing
Mr. Zhu to transfer 50% of
the issued shares in Home
Laundry held on trust for
Grand Resources to Mr.
Nicholson on 3 June 2019.

director of BHP UK
since its establishment
until 1 September 2019.

Mr. Zhu is one of our
founders, an executive
Director and Chairman
of our Group and one of
our Controlling
Shareholders.
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Kingdom citizen, is stationed in the
United Kingdom, having considered (i)
the geographical and communicational
convenience to Mr. Nicholson in
attending to various matters in
connection with the operation of BHP
UK; and (ii) the perceived authority of
a shareholder capacity, together with
his directorship, would facilitate Mr.
Nicholson in handling day-to-day
operations of BHP UK, our Group
established such trust arrangement.

In early 2009, our Group decided to set

up a joint venture with Mr. Nicholson
by acquiring 33% of the issued shares
in Home Laundry from Mr. Nicholson.
Taking into account (i) the company
kit, chop and seal of Grand Resources
were located in Hong Kong; and (ii)
there might be further administrative
procedures to be complied with in
relation to the acquisition of 33% of
the issued shares in Home Laundry
from Mr. Nicholson, our Group
established such trust arrangement to
enable Mr. Zhu, who travelled
frequently to Hong Kong and overseas
countries, to execute the relevant share
transfer documents and handle other
relevant administrative matters.
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REORGANISATION
Group Structure immediately prior to the Reorganisation

The following chart sets forth the shareholding and corporate structure of our Group
immediately prior to the Reorganisation:

Mr. Zhu Mr. Fang Mr. Mao Mr. Zhang
70% 10% 10% 10%
Grand Resources BHP Housewares"**
(HK) (HK)
100%
A
BHP Zhejiang
(PRC)
100%
BHP UK
(United Kingdom)

Note: Prior to the Reorganisation, Ms. Lou had been holding 70%, 10%, 10% and 10% of the issued shares in BHP
Housewares on trust for Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang, respectively. For details, please refer to the

paragraphs headed “Trust arrangements in relation to interests in our Group” in this section.
Major Reorganisation Steps

In preparation for the Listing, we have carried out the Reorganisation which involved the

following steps:
Step 1: Incorporation of Beautiful Homeland

On 9 April 2019, Beautiful Homeland was incorporated under the laws of the BVI as a
limited liability company. On 15 April 2019, Beautiful Homeland allotted and issued 70, 10, 10
and 10 shares to Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang, respectively. As a result, Beautiful
Homeland was owned as to 70%, 10%, 10% and 10% by Mr. Zhu, Mr. Fang, Mr. Mao and Mr.
Zhang, respectively.
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Step 2: Incorporation of our Company

On 21 May 2019, our Company was incorporated under the laws of the Cayman Islands as an
exempted company with an initial authorised share capital of HK$380,000 divided into 38,000,000
shares with a par value of HK$0.01 each. Upon incorporation, one Share was allotted and issued at
par and credited as fully paid to the initial subscriber, which was in turn transferred to Beautiful
Homeland on the same date. On 11 June 2019, 99 Shares were allotted and issued to Beautiful
Homeland at par and credited as fully paid. On 30 July 2019, 200 Shares were allotted and issued
to Beautiful Homeland at par and credited as fully paid. As a result, our Company was directly

wholly owned by Beautiful Homeland.

Step 3: Incorporation of Happy Hours and Roses All The Way

On 30 May 2019, Happy Hours was incorporated under the laws of the BVI as a limited
liability company. On 18 June 2019, Happy Hours allotted and issued 100 shares to our Company.
As a result, Happy Hours was directly wholly owned by our Company.

On 30 May 2019, Roses All The Way was incorporated under the laws of the BVI as a
limited liability company. On 18 June 2019, Roses All The Way allotted and issued 100 shares to
our Company. As a result, Roses All The Way was directly wholly owned by our Company.

Step 4: Acquisition of (i) Grand Resources by our Company through Happy Hours and (ii) BHP
Housewares by our Company through Roses All The Way

On 22 July 2019, through a share swap agreement, our Company acquired, through Happy
Hours, 350,000 shares, 50,000 shares, 50,000 shares and 50,000 shares in Grand Resources,
representing 70%, 10%, 10% and 10% of all of the issued shares in Grand Resources, from Mr.
Zhu, Mr. Fang, Mr. Zhang and Mr. Mao, respectively, in consideration of and in exchange for the

allotment and issue of 100 Shares to Beautiful Homeland credited as fully paid.

On 22 July 2019, through a share swap agreement, our Company acquired, through Roses All
the Way, 10,000 shares in BHP Housewares, representing all of the issued shares in BHP
Housewares, from Ms. Lou (as trustee of Mr. Zhu, Mr. Fang, Mr. Zhang and Mr. Mao), in
consideration of and in exchange for the allotment and issue of 100 Shares to Beautiful Homeland

credited as fully paid.

As a result, each of Grand Resources and BHP Housewares became an indirect wholly-owned

subsidiary of our Company.

All of the abovementioned transfer under the Reorganisation have been properly, legally,

irrevocably settled and completed.
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Group Structure immediately upon completion of the Reorganisation

The following chart sets forth the shareholding and corporate structure of our Group
immediately after the completion of the Reorganisation but before the Capitalisation Issue and the
Global Offering:

Mr. Zhu Mr. Fang Mr. Mao Mr. Zhang

70% 10% 10% 10%

A

Beautiful Homeland
BVI)

100%

Our Company
(Cayman Islands)

i 100% l 100%
Happy Hours Roses All The Way
(BVI) (BVI)
100% 100%
A
Grand Resources BHP Housewares
(HK) (HK)
100%
A
BHP Zhejiang
(PRC)
100%
A
BHP UK
(United Kingdom)
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CAPITALISATION ISSUE AND GLOBAL OFFERING

Capitalisation Issue

Pursuant to the written resolutions of our sole Shareholder passed on 12 October 2021,
conditional upon the fulfilment or waiver of the conditions set out in “Structure and conditions of
the Global Offering” in this prospectus and subject to the share premium account of our Company
having sufficient balance, or otherwise being credited as a result of the issue of the new Shares
under the Global Offering, our Directors are authorised to allot and issue a total of 374,999,700
Shares credited as fully paid at par to the Shareholders whose names appear on the register of
members of our Company at the close of business on 11 November 2021 in proportion to their
shareholdings by way of capitalisation of an amount of HK$3,749,997 standing to the credit of the

share premium account of our Company.

Global Offering

For details, please refer to the section headed “Structure and conditions of the Global

Offering” in this prospectus.
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Group Structure immediately after completion of the Capitalisation Issue and the Global

Offering

The following chart sets forth the shareholding and corporate structure of our Group
immediately after the Reorganisation and completion of the Capitalisation Issue and the Global
Offering, but without taking into account any Shares which may be allotted and issued upon the

exercise of the Over-allotment Option:

Mr. Zhu Mr. Fang Mr. Mao Mr. Zhang

70% 10% 10% 10%

A

Beautiful Homeland

(BVI) Public

75% 25%

Our Company
(Cayman Islands)

i 100% i 100%

Happy Hours Roses All The Way
(BVI) (BVI)

100% 100%

A A

Grand Resources BHP Housewares
(HK) (HK)

100%

A

BHP Zhejiang
(PRC)

100%

BHP UK
(United Kingdom)

— 154 -



HISTORY, REORGANISATION AND CORPORATE STRUCTURE

PRC LEGAL COMPLIANCE
M&A Rules

Pursuant to Provisions on Merger and Acquisition of Domestic Enterprises by Foreign
Investors™ Bl A AN 8¢ & 300 i 5T A A 3R BLE) (MOFCOM Order No. [2009] 6) (the “M&A
Rules”), “merger and acquisition of domestic enterprises by foreign investors” refers to (i) the
purchase of the equity interests of non-foreign invested enterprises established within the territory
of the PRC (“Domestic Companies”) by foreign investors; (ii) the subscription for the increased
capital of the Domestic Companies by foreign investors, thus converting the Domestic Companies
into foreign-invested enterprises; (iii) the purchase of the assets of the Domestic Companies and
operation of such assets through the foreign-invested enterprises established by foreign investors
for the purpose of merging and acquiring the Domestic Companies; or (iv) the purchase of the
assets of the Domestic Companies by foreign investors who then invest such assets to establish
foreign-invested enterprises (the “Regulated Activities”). In the event that any Domestic
Company, enterprise or natural person merges or acquires an affiliated Domestic Company through
an overseas company duly established or controlled by it, such merger and acquisition shall be

submitted to the MOFCOM for examination and approval.

As advised by our PRC Legal Advisers, the M&A Rules are not applicable to our Group as
(i) BHP Zhejiang was established as a wholly foreign-owned enterprise by means of direct
investment rather than by merger or acquisition by our Company; (ii) BHP Zhejiang has obtained
all necessary licences and approvals for its establishment; and (iii) no Regulated Activities were

involved in the Reorganisation.
SAFE Regulations

According to the Circular of the SAFE on Foreign Exchange Administration of Overseas
Investment, Financing and Round-trip Investment by Domestic Residents via Special Purpose
Vehicles* B Z A1 HEE 2L JR) BR A 158 1 J R 50k B 1Y 22 7] 58 S50l SR A 50 A1 REE A 2L AT B
M)A (the “Circular No. 37”), (a) a PRC resident must register with the local SAFE
branch before he or she contributes assets or equity interests in an overseas special purpose vehicle
(the “Overseas SPV”) that is directly established or indirectly controlled by the PRC resident for
the purpose of conducting investment or financing, and (b) following the initial registration, the
PRC resident is also required to register with the local SAFE branches for any major change, in
respect of the Overseas SPV, including a change of Overseas SPV’s resident shareholder(s), the
name of the Overseas SPV, terms of operation, or any increase or reduction of the Overseas SPV’s
capital, share transfer or swap, and merger or division. Pursuant to the Circular No. 37, failure to

comply with these registration procedures may result in penalties.
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Pursuant to the Circular of the SAFE on Further Simplifying and Improving the Direct
Investment related Foreign Exchange Administration Policies* <[ 54 HES )= B it — 2 fifi b
IR B A A M BLBOR RO ) ) (RE%E[20151139%), with effect from 1 June 2015, the
power to accept SAFE registration was delegated from local SAFE to local banks where the assets

or interest in the domestic entity was located.
As advised by our PRC Legal Advisers, our individual Shareholders who are PRC residents,

namely Mr. Zhu, Mr. Fang, Mr. Mao and Mr. Zhang have all completed the foreign exchange

registration of domestic residents for their individual offshore investment in June 2019.
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OVERVIEW

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

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

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

2018 2019 2020 2020 2021

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

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

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

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

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

product category for the years and periods indicated:

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

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

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

corresponding years.

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

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

section.

OUR COMPETITIVE STRENGTHS

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

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

wide range of products and economies of scale

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

facility” in this section.

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

products.

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

for a better price of raw materials and hence lowering per-unit costs of our products.

- 159 -



BUSINESS

Our product design and development capabilities enable us to offer a comprehensive product

portfolio to our customers

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

understanding on market trend and consumers’ preference.

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

manufacturing industry in the PRC.

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

development” in this section for further details.

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

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

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

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

solid business relationships with our customers.

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

customers of the Bradshaw Group include retailers and supermarkets.

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

supermarket or store chains.

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

activities and serve our customers in the United Kingdom.

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

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

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

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

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

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

system since 2015.

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

ODM supplier for well-established international brands.

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

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

years.

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

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

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

contribution to the advancement of our business.
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OUR BUSINESS STRATEGIES

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

strategies:

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

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

manufacturing of our products.

Expected increase in our production capacity

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

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

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

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

assembling and improves the quality and consistency of our products.

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

orders from customers.

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

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

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

the following analysis: —

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

onwards.

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

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

(iv)

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

expanding our production capacity.

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

channels to sustain their businesses.

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

well-positioned to capture further market share going forward.

- 165 -



BUSINESS

Sufficient business needs to expand our Group’s production capacity

()

(i1)

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

expansion plan.

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

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

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

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

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

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

Proposed capital expenditure for establishing the New Production Plant

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

New Production Plant.

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

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

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

Establishment of New Production Plant

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

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

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

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

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

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

Proposed location of the New Production Plant

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

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

Key procedures Proposed timeline

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

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

Complete the acquisition of the land November 2021

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

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

(i) Construction of the New Production Plant

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

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

allocated space:

Huzhou New Production
Usage Production Plant Plant

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

(estimated)

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

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

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

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

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

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

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

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

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

the production process of our products.

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

expenses for outsourcing the plastic injection moulding, respectively:

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

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

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

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

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

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

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

assuming the New Production Plant is fully utilised.

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

and household cleaning tool markets.

Payback period and breakeven point

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

actual capital expenditure such as costs of machinery and equipment.

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

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

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

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

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

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

and their estimated cost are as follows:

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

manufacture the plastic parts of our

products

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

injection machines

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

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

Total 26.6

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

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

these new machines:

Expansion plan

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

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

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

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

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

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

following plans:

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

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

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

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

delivery of items within the smart warehouse;

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

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

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

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

II. Enhance the production efficiency of our Huzhou Production Plant

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

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

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

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

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

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

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

direct labour cost as a result of reduced manual works.

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

able to set off the increase in operating expenses.

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

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

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

and suppliers.

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

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

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

bank loans.
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IV. Expand our sales and marketing network

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

expand our sales and marketing network in the overseas markets.

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

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

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

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

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

evaluate the products of our competitors.

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

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

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

(it) Recruiting additional sales and marketing executives

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

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

display advertisements and corporate blogs and in operating online shops.

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

existing customers.

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

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

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

executive responsible for and marketing; and

overseas markets

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

market, preferably through digital
channels and have experience in setting

up and operating online shops

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

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

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

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

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

our internal resources and/or bank loans.

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

and setting up a new flagship online shop

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

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

activities via the flagship online shop.

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

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

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

V. Further enhance our product design and development capabilities

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

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

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

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

Expected useful

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

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

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

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

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

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

proceeds from the Global Offering:

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

design majors, and

at least three years relevant working
experience in household necessity product

production or plastic product production

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

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

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

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

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

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

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

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

initiatives

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

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

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

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

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

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

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

2018 2019 2020 2020 2021

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

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

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

OEM, ODM and OBM sale

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

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

components and parts.

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

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

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

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

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

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

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

Product design
and
development

Orders origination
and
Pre-production

Confirmation

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

ODM

OEM

Overseas sales and PRC

Our customers provide the
ideas and concepts of the
products.

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

and development team then .
generates our design,

specifications and drawings.

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

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

improvement.

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

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

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

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

Customers will confirm the sales order with us.

We purchase appropriate raw materials from our approved suppliers.

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

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

OBM
PRC

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

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

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

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

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

We then package and arrange
delivery of the products.

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

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

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

Laundry products

Household cleaning tools

Kitchen gadgets
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OUR BUSINESS OPERATION

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

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

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

efficiency.
Orders origination

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

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

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

specifications.
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Confirmation of sales orders or product offering

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

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

Manufacturing

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

approved suppliers.

Quality control

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

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

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

shipping marks on packaging are also checked.
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Logistics

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

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

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

services and product return” in this section.
OUR PRODUCTS

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

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

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

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

Others Others include retractable 3-320

clothesline, knobs, clips,

etc..
’ W

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

cooking utensil.

PRODUCT DESIGN AND DEVELOPMENT

Product design and development team

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

experience in design and development.

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

prospectus.
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Product design and development process

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

manufacturing and technical feasibility evaluation.

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

accommodate market needs.

OUR PRODUCTION

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

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

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

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

=R T L0 | F

Plastic injection moulding

Powder spraying
]

v
Assembly of product components and parts

/

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

l

Final inspection, packaging, warehousing and delivery
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Plastic components

Preparation of raw materials and colour agents

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

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

Plastic injection moulding

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

Metal components

Hardware processing

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

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

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

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

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

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

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

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

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

hardware parts and the washing lines in the assembly line.

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

injection machine using the bristle planting machine.

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

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

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

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

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

Our existing production facility

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

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

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

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

with powder, which is either
thermoplastic or thermoset

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

metal to specifications

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

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

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

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

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

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

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

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

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

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

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

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

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

approximately 6,978,000 units.

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

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

Utilisation rate of our machinery for production of our products

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

plastic injection machines had been acquired in 2019.

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

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

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

Notes:

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

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

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

the relevant year.

OUR SALES AND CUSTOMERS

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

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

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

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

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

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

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

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

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

2018 2019 2020 2020 2021

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

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

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

multinational supermarkets, department stores and household accessory stores.

3. Others mainly represent sales through e-shops.

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

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

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

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

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

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

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

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

For the year ended 31 December 2018

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

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

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

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

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

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

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

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

Canada.
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Rank Customer

Principal business activities

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

our customers

with us Revenue  revenue method

2 Customer A

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

and household products to more than 80

A Germany headquartered company listed ~ Laundry products,
household

cleaning tools

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

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

Practicable Date.

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

4 Casa Si Marketing An Austria headquartered private company

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

5 Addis Housewares A UK private company that engages in the

Co. Ltd.

Total

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

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

and kitchen
gadgets
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and kitchen
gadgets

Laundry products

Laundry products

Laundry products,
household

cleaning tools

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

2011 36,143 10.7% 30 days,
telegraphic

transfer

2013 14,970 4.4% Upon
delivery,

telegraphic

transfer

at sight

2011 13,178 3.9% 60 days,
telegraphic

transfer

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

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

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

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

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

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

registered capital of approximately at sight

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

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

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

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

registered capital of approximately at sight
EUR36,500.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

following table summarises the major terms of these framework agreements.

Term of agreement:

Credit term:

Termination:

Penalty for non-compliance:

Sales incentive:

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

notice

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

monthly statement

Generally, either party may terminate the agreement with

the other party by written notice

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

damages whatever suffered or incurred by the customers

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

our customers, respectively.

- 215 -



BUSINESS

Compliance with customer standards and requirements

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

materially and adversely affect our relationship with the customers.

Credit policy and payment terms

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

customers settle their payment by USD.

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

business relationship with us.

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

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

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

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

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

CUSTOMER CONCENTRATION

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

and 26.0% of our total revenue, respectively.

Reasons for our customer concentration

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

mainly contributed by a combination of the following key factors:

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

regarding our product quality with our five largest customers.

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

well-established international brands.

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

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

customers

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

or retailers in overseas countries.

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

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

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

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

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

provide superior capabilities as compared to its other suppliers;

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

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

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

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

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

The framework agreements we entered into with our major customers

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

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

table sets forth the term of these framework agreements:

The year our customer

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

Customer A 2010 No fixed term

Customer C 2011 No fixed term

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

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

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

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

with us is rather low due to the following factors:

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

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

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

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

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

customers during the Track Record Period” in this prospectus.

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

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

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

for many years.

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

in place of our Group

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

suppliers to our five largest customers.

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

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

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

new products.

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

any of our five largest customers.

Our customer concentration would not affect our business prospects and sustainability

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

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

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

customers

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

products to them.

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

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

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

our business prospects and sustainability.

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

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

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

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

international brands

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

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

our relationship with them.

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

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

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

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

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

order is placed.

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

customers on a case by case basis in order to maximise the profitability of our Group.

- 223 -



BUSINESS

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

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

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

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

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

after the complaints have been confirmed.

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

on us.

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