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PRECAUTIONARY MEASURES FOR THE EGM

To safeguard the health and safety of persons of EGM, various precautionary measures
introduced by The Government of the Hong Kong Special Administrative Region in accordance
with the Prevention and Control of Disease (Prohibition on Group Gathering) Regulation (Chapter
599G of the Laws of Hong Kong), as amended from time to time, will be implemented with a view
to minimising risks of virus infection and spreading:

1. Compulsory body temperature check will be taken for all persons entering the meeting
venue, and those with high body temperature (over 37.2 degrees Celsius) will not be
allowed to enter the meeting venue;

2. Requiring all persons entering the meeting venue to wear a surgical face mask. Please
note that no surgical face masks will be provided at the meeting venue;

3. Sanitising hands before entering the meeting venue;

4. Implementing a social distancing layout for the meeting venue. As a result, only a
limited number of seats will be provided;

5.  No food or drink allowed; and
6.  No corporate gift will be distributed.

Persons are requested to observe and practise good personal hygiene at all times at the
meeting venue. The Company reserves the right to deny entry into the meeting venue or require any
person to leave the meeting venue pursuant to Chapter 599G of the Laws of Hong Kong (as
amended from time to time) so as to ensure the health and safety of the persons at the EGM.

In line with the advices issued by Centre for Health Protection, the Company strongly
recommends Shareholders to exercise their rights to vote at the EGM by appointing the
chairman of the EGM as their proxies and to return their forms of proxy as early as possible,
instead of attending the EGM in person.

In case of shutting down of meeting venue due to the developments of COVID-19,
shareholders are advised to check The Stock Exchange of Hong Kong Limited’s (the “Stock
Exchange”) website at www.hkexnews.hk or the Company’s website at www.huayitencent.com for
further announcements and updates on the EGM arrangements that may be issued.
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DEFINITIONS

In this circular, the following expressions shall have the following meanings unless the

context indicates otherwise:

“Adoption Date” the date on which the New Share Option Scheme is conditionally
adopted by a resolution of the Shareholders at the EGM

“Amended and Restated the second amended and restated Articles of Association
Articles of Association” incorporating the changes set out in Appendix II to this circular
proposed to be considered and approved by the Shareholders at

the EGM
“Articles of Association” the articles of association of the Company as amended from time
to time
“associate(s)” has the meaning ascribed to it under the Listing Rules
“associated company” has the meaning ascribed to it under the Takeovers Code
“Board” the board of Directors
“Business Day(s)” any day on which the Stock Exchange is open for business of

dealing in securities

“Company” Huayi Tencent Entertainment Company Limited, a company
incorporated in the Cayman Islands with limited liability, the
issued Shares of which are listed on the Main Board of the Stock

Exchange
“connected person(s)” has the meaning ascribed thereto under the Listing Rules
“Directors” the directors of the Company
“EGM” the extraordinary general meeting of the Company to be held at

Boardroom 3, Mezzanine Floor, Renaissance Harbour View Hotel
Hong Kong, 1 Harbour Road, Wanchai, Hong Kong on Tuesday,
21 June 2022 at 10:05 a.m. (or immediately after the conclusion
of the annual general meeting of the Company to be held at the
same venue and on the same day, or any adjournment thereof), or
any adjournment thereof (or as the case may be)

“EGM Notice” the notice convening the EGM dated 31 May 2022 which is set
out on pages 115 to 117 of this circular



DEFINITIONS

“Eligible Participant(s)”

“Exercise Price”

“General Scheme Limit”

“Group”

“Hong Kong”

44HK$37

“Latest Practicable Date”

“Listing Committee”

“Listing Rules”

“New Share Option Scheme”

any person who satisfies the eligibility requirements in the New
Share Option Scheme namely:

(a) any part-time or full-time employee or officer of any
member of the Group or of any associated company; or

(b) the chief executive or any director (including executive,
non-executive or independent non-executive directors) of

any member of the Group or of any associated company; or

(c) any shareholder of any member of the Group or of any
associated company who, in the opinion of the Board, has
made or will make contributions which are or may be
beneficial to the Group as a whole, to be determined
absolutely by the Board

the price per Share at which an Eligible Participant who accepts
an offer of the grant of Option in accordance with the terms of
the New Share Option Scheme may subscribe for Shares on the

exercise of an Option

the total number of Shares which may be issued upon exercise of
all Options to be granted under the New Share Option Scheme
and any other share option scheme of the Company must not in
aggregate exceed 10% of the total number of Shares in issue as at
the day of approval of the New Share Option Scheme

the Company and its subsidiaries from time to time

the Hong Kong Special Administrative Region of the People’s
Republic of China

Hong Kong dollars, the lawful currency of Hong Kong

25 May 2022, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained herein

has the meaning ascribed to it under the Listing Rules

the Rules Governing the Listing of Securities on the Stock
Exchange

the share option scheme proposed to be adopted by the Company
at the EGM, a summary of its principal terms is set out in
Appendix I to this circular



DEFINITIONS

“Option(s)”

“Share(s)”

“Shareholder(s)”
“Stock Exchange”

“Subsidiary”

“substantial shareholder(s)”
“Takeovers Code”

u%”

an option to subscribe for Shares granted under the New Share
Option Scheme

the ordinary share(s) of HK$0.02 each in the shares of the
Company (or of such other nominal value as shall result from a
sub-division, consolidation, reclassification or reconstruction of
the share capital of the Company)

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

a company which is for the time being and from time to time a
subsidiary (within the meaning of the Companies Ordinance
(Cap. 622 of the Laws of Hong Kong)) of the Company, whether
incorporated in Hong Kong or elsewhere

shall have the meaning ascribed to it under the Listing Rules
the code on Takeovers and Mergers and Share Buy-backs

per cent
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31 May 2022

To the Shareholders

Dear Sir/Madam,

PROPOSALS FOR (1) ADOPTION OF NEW SHARE OPTION SCHEME;
(2) ADOPTION OF THE AMENDED AND
RESTATED ARTICLES OF ASSOCIATION;
AND
NOTICE OF EXTRAORDINARY GENERAL MEETING

INTRODUCTION

The purpose of this circular is (i) to provide you with information on the New Share Option
Scheme and the Amended and Restated Articles of Association; and (ii) to give you the EGM
Notice at which resolutions will be proposed to consider and, if thought fit, to approve the adoption
of the New Share Option Scheme and the adoption of the Amended and Restated Articles of
Association.
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ADOPTION OF THE NEW SHARE OPTION SCHEME

The existing share option scheme was adopted by the Company pursuant to an ordinary
resolution passed by the Shareholders on 4 June 2012 for a period of 10 years which will expire on
3 June 2022 (the “Existing Share Option Scheme”).

Details of the Existing Share Option Scheme are as follows:
(i) Scheme limit

The total number of Shares which may be issued upon exercise of all options to be
granted under the Existing Share Option Scheme and any other share option schemes of the
Group must not exceed such number of Shares representing 10% of the issued Shares as at the
relevant date of approval of the adoption of the Existing Share Option Scheme (being 4 June
2012) or the refreshment of limit on the grant of options under the Existing Share Option
Scheme (being 16 May 2014, and subsequently 22 April 2016) as set out in the table below:

Total number of Shares which
may be issued upon exercise of

Date of Shareholders’ approval options to be granted
4 June 2012 451,917,945
16 May 2014 469,740,401
22 April 2016 1,349,810,657
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(ii) Number of share options granted

Exercise
price per
Exercise share option Number of share options
price per (after Granted
Category of Date of share option adjustment) (after
participants grant (HK$) (HKS$) Granted adjustment) Exercised Lapsed
(Note 1) (Note 1)
Directors
ZHANG Changsheng
(Note 2) 15 June 2012 0.10 0.20 40,000,000 20,000,000 20,000,000 —
WEI Xin (Note 3) 15 June 2012 0.10 0.20 4,000,000 2,000,000 — 2,000,000
CHU Yuguo 15 June 2012 0.10 0.20 4,000,000 2,000,000 2,000,000 —
WONG Yau Kar, David 15 June 2012 0.10 0.20 4,000,000 2,000,000 2,000,000 —
YUEN Kin 15 June 2012 0.10 0.20 4,000,000 2,000,000 2,000,000 —
Employees 15 June 2012 0.10 0.20 42,000,000 21,000,000 21,000,000 —
Consultants
Golden Stature Limited 15 June 2012 0.10 0.20 35,000,000 17,500,000 17,500,000 —
Touchlink Limited 15 June 2012 0.10 0.20 35,000,000 17,500,000 17,500,000 —
Shanghai Horizon Limited 15 June 2012 0.10 0.20 20,000,000 10,000,000 10,000,000 —
Noble Rate Limited 15 June 2012 0.10 0.20 5,000,000 2,500,000 2,500,000 —
Total for all categories — — 193,000,000 96,500,000 94,500,000 2,000,000
Notes:
1. The exercise price and number of share option were adjusted due to the 2-for-1 share consolidation becoming

effective on 24 August 2012.
2. Mr. ZHANG Changsheng had resigned as executive Director with effect from 5 February 2016.

3. Professor WEI Xin had been vacated from his position as independent non-executive Director on 7 October
2015.

The Company had granted a total of 96,500,000 share options (after adjustment) to the eligible
participants under the Existing Share Option Scheme, and there were no options which were
granted under the Existing Share Option Scheme that remained outstanding as at the Latest
Practicable Date. Amongst the share options granted, the Company had granted a total of
49,000,000 share options (after adjustment) to five Directors and two employees of the Group in
recognition of the efforts and contributions made by them in relation to the operations and
management of the Group and in carrying out their job duties during the course of their directorship
or employment with the Group. The Company had also granted a total of 47,500,000 share options
(after adjustment) to the nominee companies of four individual consultants of the Group, each of
whom had worked closely with the relevant members of the Group and played a significant role in
providing advisory or consultancy services to Company by offering their special skills or technical
knowledge in areas that the Company lacked expertise, thereby contributing to the growth and
development of the business of the Group. The Company considered that by granting share options
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to these consultants and thereby providing them with the opportunity to become shareholders of the
Company, they will be more committed to the success of the Group as their compensation will
hinge on the Company’s performance and thus could provide more incentives to them to maximise
the quality of their service offerings to the Group. This is in line with the purpose of the Existing
Share Option Scheme to provide incentives or rewards for their contributions to the Group to
eligible persons, and thereby promote the success of the business of the Group.

The Board proposes to recommend to the Shareholders to approve the New Share Option
Scheme so that Options may be granted to the Eligible Participants pursuant to the terms thereof. A
summary of the principal terms of the New Share Option Scheme is set out in Appendix I to this
circular.

The effectiveness of the New Share Option Scheme is conditional upon:

i.  the passing of an ordinary resolution to approve the adoption of the New Share Option
Scheme by the Shareholders at the EGM; and

ii.  the Listing Committee of the Stock Exchange granting approval for the listing of and
permission to deal in such number of Shares to be allotted and issued by the Company
pursuant to the exercise of Options which may be granted under the New Share Option
Scheme.

No Director is a trustee of the New Share Option Scheme or has a direct or indirect interest in
the trustee of the New Share Option Scheme, if any.

As at the Latest Practicable Date, there were an aggregate of 13,498,106,577 Shares in issue.
Assuming no Shares will be issued or repurchased from the Latest Practicable Date to the date of
the EGM on which the New Share Option Scheme is expected to be conditionally approved and
adopted by the Shareholders, the maximum number of Shares that can be issued upon exercise of
the Options that may be granted under the New Share Option Scheme and any other scheme(s) is
1,349,810,657, representing 10% of the Shares in issue.

The Directors consider that it is not appropriate to state the value of all the Options that can
be granted under the New Share Option Scheme as if they had been granted as at the Latest
Practicable Date prior to the approval of the New Share Option Scheme given that the variables
which are critical for the calculation of the value of such Options cannot be determined. These
variables include but are not limited to, the Exercise Price, whether or not Options will be granted
under the New Share Option Scheme and the timing of the granting of such Options, the period
during which the subscription rights may be exercised, the discretion of the Board to impose any
performance target that has to be achieved before the subscription rights attaching to the Options
can be exercised and any other conditions that the Board may impose with respect to the Options
and whether or not such Options, if granted, will be exercised. The Exercise Price depends on the
price of the Shares as quoted on the Stock Exchange, which in turn depends on when the Board is
to grant Options under the New Share Option Scheme. With a scheme life of ten years, the Board is
of the view that it is too premature to state whether or not Options will be granted under the New
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Share Option Scheme and, if so, the number of Options that may be granted. It is also difficult to
ascertain with accuracy the Exercise Price given the volatility to which the price of Shares may be
subject to during the ten-year life span of the New Share Option Scheme.

The Directors are of the view that the value of the Options depends on a number of variables
which are either difficult to ascertain or can only be ascertained subject to a number of theoretical
bases and speculative assumptions. Accordingly, the Directors believe that any calculation of the
value of the Options will not be meaningful and may be misleading to Sharcholders in the
circumstances.

Application for Listing

An application will be made to the Listing Committee of the Stock Exchange for the approval
of the listing of, and permission to deal in, the Shares which may fall to be allotted and issued
pursuant to the exercise of any Options that may be granted under the New Share Option Scheme.

Reasons for Adopting the New Share Option Scheme

As the Existing Share Option Scheme will expire on 3 June 2022, the Directors consider that
it is appropriate to adopt the New Share Option Scheme. The Directors consider that the New Share
Option Scheme, which will be valid for ten years from the date of its adoption, will provide the
Company with more flexibility in long term planning of granting of Options to the Eligible
Participants in a longer period in the future. The New Share Option Scheme also provides
appropriate incentives or rewards to the Eligible Participants for their contributions or potential
contributions to the Group. The purpose of the New Share Option Scheme is to attract and retain
the best available personnel, to provide additional incentive to employees, officers, chief
executives, directors and shareholders of the Group or of any associated company and to promote
the success of the business of the Group.

Whilst the scope of the Eligible Participants is not limited to the employees or officers of the
Group or of any associated company but also includes (i) chief executives and directors of any
member of the Group or of any associated company; and (ii) any shareholders of any member of
the Group or of any associated company, the Directors consider that the aforesaid categories (i) and
(i1) of Eligible Participants would make contributions to the Group as follows:

(i) Chief executives and directors of any member of the Group or of any associated
company

The Group’s businesses of online prescription, circulation and marketing of
pharmaceutical products and internet healthcare management platform are carried out under
VIE contractual arrangements by operating companies in mainland China, and the directors
and chief executives of such operating companies are primarily responsible for the operations
of the aforesaid businesses.
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The Group makes investment in investee companies in the field of entertainment and
media business which are associated companies of the Group. The Group does not actively
take part in the management of those associated companies, which are handled by their
respective chief executive and directors. Whether such investments by the Group can become
fruitful depends on, among other thing, how well these associated companies are managed.

(ii) Shareholders of any member of the Group or of any associated company

The Company’s significant shareholders include Tencent Holdings Limited, a famous
major provider of online value-added services and platform and online advertising services.
Huayi Brothers Media Corporation, a prominent group in the entertainment and media field,
also holds a 5% shareholding in the Company. The Company entered into a cooperation
framework agreement with Huayi Brothers International Limited (a subsidiary of Huayi
Brothers Media Corporation) for cooperation on entertainment and media investment projects
and for provision of distribution services to the Group’s entertainment and media projects for a
term of over 36 months. Such cooperation arrangement opened up vast development potentials
for the Group’s entertainment and media business in Mainland China. Since Tencent Holdings
Limited became a substantial shareholder of the Company in 2016, the Group has been
exploring collaboration with Tencent Holdings Limited from time to time in relation to online
platform and business services, which may bring business opportunities to the Group. Tencent
Holdings Limited also has a representative on the Board, and pays close attention to and
offers recommendations from time to time on the business operations of the Group,
demonstrating its keen interest in the development of the Group. The business cooperation
with these shareholders which are well known players in their respective realms of business
are valuable and beneficial to the business development of the Group.

The shareholders of non-wholly owned subsidiaries of the Group engaged in online
prescription, circulation and marketing of pharmaceutical products and internet healthcare
management platform are also the business operators under the relevant VIE contractual
arrangements. The Group’s formation of joint venture in respect of Pingtan Xinban Clinic
Company Limited with Mr. Wang Jian, Ms. Shang Jing and Mr. Lin Jincong, being the
founding shareholders of the “Echartnow” platform for online drug prescription and
circulation service and digitized marketing service who have become shareholders of
subsidiaries of the Group, put the Group on the route of developing online pharmaceutical
products circulation and marketing. Ms. Dong Yu, a substantial shareholder of Meerkat Health
Holdings Limited (non-wholly owned subsidiary of the Group), is in charge of the business
operations of Hangzhou Mengge Health Technology Co., Ltd. engaged in e-commerce on
pharmaceutical products, online healthcare consultation and management services and smart
medical services. The Group benefits from the contributions of Ms. Dong Yu in terms of her
extensive experiences and networks in the realms of online pharmaceutical and medical care
services. The exclusive business cooperation agreements entered into by the Group with the
PRC operating company controlled by the founding shareholders of Pingtan Xinban Clinic
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Company Limited and with the PRC operating company controlled by Ms. Dong Yu are for a
term of 10 years and renewable for another 10 years, and are thus intended for long term
collaboration by the Group with such parties.

As for investee companies in the entertainment and media business of the Group which
are associated companies of the Group, their shareholders are business partners which
collaborate with the Group in relation to those investments of the Group. For instance, the
Company acquired shareholding interest in HB Entertainment Co., Ltd. in 2016 and currently
holds an approximately 31% stake in such company incorporated in the Republic of Korea,
which is an associated company of the Group principally engaged in the production of and
investments in prime films and television dramas and the management of artists in South
Korea. In light of the soaring demand for Korean films and television dramas across the
world, since the Company acquired interest in HB Entertainment Co., Ltd. in 2016 and in the
following years up to present, the collaborations with its shareholders has allowed the Group

to tap into the global entertainment and media market.

The Eligible Participants under the above categories (i) and (ii) will be persons that the Group
has business relationships with on a continuing and recurring basis in its ordinary and usual course
of business which are material and beneficial to the long-term growth of the businesses of the
Group. In assessing whether Options are to be granted to any Eligible Participant, the Board will
take into account a wide range of factors, including but not limited to, the nature and extent of
contributions provided by such Eligible Participant to the Group, the positive impacts which such
Eligible Participant has brought to the Group’s business and development and whether granting
Options to such Eligible Participant is an appropriate incentive to motivate such Eligible Participant

to continue to contribute towards the betterment of the Group.

The categories of Eligible Participants also include independent non-executive Directors for
the sake of maintaining flexibility of the New Share Option Scheme in rewarding potential grantees
with Options. The Company will carefully assess any possible impact on the decision making,
objectivity and independence of its independent non-executive Directors by the grant of Options to
any of them before deciding to make the grant. As at the Latest Practicable Date, the Company had
no plan or intention to grant Options to the independent non-executive Directors.

As the purpose of the New Share Option Scheme is to provide incentives or rewards for
contributions to the Group, the Directors consider that the inclusion of the above categories of
persons as Eligible Participants will serve such purpose by providing incentive to motivate relevant
personnel or entities to continue contributing to the growth and development of the Group.

The New Share Option Scheme also expressly provides that, the Board may, with respect to
each grant of Options, determine the Exercise Price (being not less than the minimum price
specified in the Listing Rules), the conditions precedent and any performance targets that apply to
the Options. The Directors believe that this will provide the Board with flexibility in determining
the applicable performance targets and any other conditions to which the specific grant of Options
may be subject on a case-by-case basis, and thus will place the Group in a better position to attract

human resources that are valuable to the long term growth and development of the Group.

— 10 —-



LETTER FROM THE BOARD

ADOPTION OF THE AMENDED AND RESTATED ARTICLES OF ASSOCIATION

As disclosed in the announcement of the Company dated 26 May 2022, the Board proposed to
amend the existing Articles of Association to permit the Company (i) to conform to the core
shareholder protection standards set out in Appendix 3 of the Listing Rules, (ii) to hold hybrid
general meetings and electronic general meetings, (iii) to bring the existing Articles of Association
in line with amendments made to the applicable laws of the Cayman Islands and the Listing Rules
and (iv) to incorporate certain housekeeping amendments (the “Proposed Amendments”). In view
of the substantial number of amendments, the Board proposed to make the Proposed Amendments
by way of adoption of the Amended and Restated Articles of Association, rather than by inserting
separate amendments into the existing Articles of Association.

A summary of the Proposed Amendments are set out below:

1.  to include certain defined terms to align with the applicable laws of the Cayman Islands,
the Listing Rules and the relevant provisions in the Amended and Restated Articles of
Association including “Act”, “announcement”, ‘“Business Day”, “electronic
communication”, ‘“electronic meeting”, ‘“hybrid meeting”, ‘“Meeting Location”,
“physical meeting” and ‘““Principal Meeting Place” and to update relevant provisions in
the Amended and Restated Articles of Association in this regard;

2. to clarify that expressions referring to writing include reproducing words or figures in a
legible and non-transitory form or, to the extent permitted by and in accordance with the
statutes and other applicable laws, rules and regulations, any visible substitute for writing
(including an electronic communication), or modes of representing or reproducing words
partly in one visible form and partly in another visible form;

3. to clarify that reference to the signing or execution of a document (including, but without
limitation, a resolution in writing) includes signing or execution by electronic
communication;

4.  to exclude the application of Section 8 and Section 19 of the Electronic Transactions Act
(2003) of the Cayman Islands to the extent it imposes obligations or requirements in
addition to those set out in the Amended and Restated Articles of Association;

5. to provide any member of the Company (“Member”) or Director attending and
participating at a meeting held by means of electronic facilities shall be deemed to be
present at that meeting;

6. to clarify that references to a person’s participation in the business of a general meeting
include the right (including, in the case of a corporation, through a duly authorised
representative) to speak or communicate, vote, be represented by a proxy and have
access in hard copy or electronic form to all documents required to be made available at
the meeting;

— 11 =



LETTER FROM THE BOARD

10.

11.

12.

13.

14.

15.

16.

to clarify that references to electronic facilities include, website addresses, webinars,
webcast, video or any form of conference call systems (telephone, video, web or
otherwise);

to clarify that references to a Member which is a corporation refer to a duly authorised
representative of such Member;

to clarify that the Board may accept the surrender for no consideration of any fully paid
share;

to remove the provision which provides that where the Company purchases for
redemption a redeemable share, purchases not made through the market or by tender
shall be limited to a maximum price, and if purchases are by tender, tenders shall be
available to all Shareholders alike, which is no longer required under Appendix 3 of the
Listing Rules;

to remove the exception of adjourned meeting for the requirement that the quorum for a
separate general meeting of members of the class to which rights are attached to approve
a change in those rights shall be holders of at least one third of the issued shares of the
class;

to clarify that no shares of the Company may be issued at a discount to their nominal

value;

to clarify that every share certificate issued under the seal of the Company may be
imprinted to a share certificate with the authority of the Directors;

to relax the record dates for determining the Members’ entitlement to any dividend,
distribution, allotment or issue by removing the restrictions that, subject to the Listing
Rules, it may not fall on a date more than 30 days before or after the dividends,

distribution, allotment or issue is declared, paid or made;

to provide that titles to shares listed on the Stock Exchange may be evidenced and
transferred in accordance with the Listing Rules, and that the register of members of the
Company in respect of its listed shares may be kept by recording the particulars required
by the applicable laws of the Cayman Islands in a form otherwise than legible if such
recording complies with the Listing Rules;

to clarify that the Board may decline to recognise any instrument of transfer unless a fee
of such maximum sum as the Stock Exchange may determine to be payable is paid to the
Company in respect thereof;

— 12 —-
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17.

18.

19.

to provide that notice to be given in relation to the registration of transfers of shares or
of any class of shares may be given by announcement or by electronic communication,
and that the period of thirty (30) days for the suspension for the registration of transfers
of shares may be extended in respect of any year if approved by the Members by
ordinary resolution;

to clarify that, in relation to the Company’s power to sell any shares of a Member who is
untraceable, the Company has to give notice of its intention to sell such shares and cause
advertisement both in daily newspaper and in a newspaper circulating in the area of the
last known address of such Member or any person entitled to the share under the
Amended and Restated Articles of Association and where applicable, in each case in
accordance with the requirements of the Stock Exchange;

to provide that in relation to convening a general meeting:

(1) an annual general meeting of the Company shall be held in each financial year and
within six months after the end of the Company’s financial year;

(2) the Board may determine whether to hold a general meeting (including an annual
general meeting, any adjourned meeting or postponed meeting) as a physical
meeting in any part of the world and at one or more locations, as a hybrid meeting

or as an electronic meeting;

(3) if the Board fails to convene an extraordinary general meeting within twenty one
(21) days following a written requisition by any Member(s) holding at the date of
deposit of the requisition not less than one-tenth of the paid up capital of the
Company carrying the right of voting at general meetings to the Company to
require the Board to call the meeting, the requisitionist(s) himself (themselves) may
convene a physical meeting at only one location which will be the Principal
Meeting Place (as defined in the Amended and Restated Articles of Association);

(4) an annual general meeting must be called by notice of not less than twenty-one

clear days;

(5) a general meeting other than an annual general meeting must be called by notice of
not less than fourteen clear days; and

(6) the notice of a general meeting shall specify the particulars of the resolutions, time
and date of the meeting, the place of the meeting (save for an electronic meeting)
and the Principal Meeting Place (if there is more than one meeting location as
determined by the Board). If the general meeting is to be a hybrid meeting or an
electronic meeting, the notice shall include details of the electronic facilities;
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20.

21.

22.

23.

24.

25.

to remove the provision which provides that the granting of any mandate or authority to
the Directors to offer, allot, grant options over or otherwise dispose of the unissued
shares in the share capital of the Company and to repurchase securities of the Company

shall not be deemed special at general meetings;

to clarify that for purposes of quorum at general meetings, two persons appointed by the
clearing house as authorised representatives or proxies shall form a quorum;

to provide that, in a general meeting where a quorum of Members is not present and the
meeting is not convened on the requisition of Members, the chairman of the meeting (or
in default, the Board) may determine the time, place, form and manner to which the
meeting shall stand adjourned if the meeting is not to be adjourned to the same day in
the next week at the same time and (where applicable) same place;

to provide that at a general meeting:

(1) if there is more than one chairman of the Company, any one of them as may be
agreed amongst themselves or failing such agreement, any one of them elected by

all the Directors present shall preside as chairman at a general meeting;

(2) if at any meeting no chairman is present within fifteen minutes after the time
appointed for holding the meeting, or is willing to act as chairman, the deputy
chairman of the Company or if there is more than one deputy chairman, any one of
them as may be agreed amongst themselves or failing such agreement, any one of
them elected by all the Directors present shall preside as chairman; and

(3) if no chairman or deputy chairman is present or is willing to act as chairman of the
meeting, the Directors present shall choose one of their number to act, or if one

Director only is present he shall preside as chairman if willing to act;

to specify that the chairman may adjourn a meeting from time to time (or indefinitely)
and/or from place to place(s) and/or from one form to another (a physical meeting, a
hybrid meeting or an electronic meeting) as the meeting (at which a quorum is present)
shall determine;

to provide the following in relation to Members’ attendance at general meetings:

(1) to allow the Board to arrange for persons entitled to attend a general meeting to do
so by simultaneous attendance and participation by means of electronic facilities at
such location or locations (“Meeting Location(s)”) determined by the Board;

(2) where a Member is attending a Meeting Location and/or in the case of a hybrid
meeting, the meeting shall be treated as having commenced if it has commenced at
the Principal Meeting Place;
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26.

3)

4

(%)

(6)

any Member or proxy attending in such way or participating in an electronic
meeting or a hybrid meeting by means of electronic facilities is deemed to be
present at and shall be counted in the quorum of the meeting;

failure (for any reason) of the electronic facilities or communication equipment, or
any other failure in the arrangements for enabling those in a Meeting Location other
than the Principal Meeting Place to participate in the business for which the
meeting has been convened or in the case of an electronic or hybrid meeting, the
inability of one or more Members or proxies to access electronic facilities, shall not
affect the validity of the meeting or the resolutions passed provided a quorum is

present throughout the meeting;

all persons seeking to attend and participate in an electronic meeting or a hybrid
meeting shall be responsible for maintaining adequate facilities to enable them to do

so; and

if any of the Meeting Locations is not in the same jurisdiction as the Principal
Meeting Place and/or in the case of a hybrid meeting, the provisions of the
Amended and Restated Articles of Association concerning the service and giving of
notice for the meeting, and the time for lodging proxies, shall apply by reference to
the Principal Meeting Place; and in the case of an electronic meeting, the time for
lodging proxies shall be as stated in the notice for the meeting;

in relation to the power of the Board and the chairman of the meeting to make

arrangements for managing attendance and/or participation and/or voting at the Principal

Meeting Place, any Meeting Location(s) and/or participation in an electronic meeting or a

hybrid meeting by means of electronic facilities:

(1)

2)

3)

if it appears to the chairman of the general meeting that the electronic facilities
have become inadequate for the meeting, or it is not possible to give all persons
entitled to do so a reasonable opportunity to communicate and/or vote at the
meeting or secure the proper and orderly conduct of the meeting, then the chairman
may interrupt or adjourn the meeting (including adjournment for indefinite period).
All business conducted at the meeting up to the time of such adjournment shall be

valid;

the Board and the chairman of the meeting may make any arrangements for and
impose any requirement or restriction appropriate to ensure the security and orderly
conduct of a meeting; and

the Directors may, subject to certain notification requirements, change or postpone
the meeting to another date, time and/or place and/or change the electronic facilities
and/or change the form of the meeting without approval of the Members if the
Directors consider it is inappropriate or impracticable to hold the general meeting;
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27.

28.

29.

30.

31.

32.

33.

to clarify that a physical meeting may also be held by means of such telephone,
electronic or other communication facilities as permit all persons participating in the
meeting to communicate with each other simultaneously and instantaneously, and

participation in such a meeting shall constitute presence in person at such meeting;
to clarify that in relation to voting at any general meeting:

(1) votes (whether on a show of hands or by way of poll) may be cast by such means,
electronic or otherwise, as the Directors or the chairman of the meeting may
determine; and

(2) in the case of a physical meeting where a show of hands is allowed, before or on
the declaration of the result of the show of hands, a poll may be demanded:

(a) by at least three Members present in person or by proxy for the time being
entitled to vote at the meeting; or

(b) by a Member or Members present in person or by proxy and representing not
less than one-tenth of the total voting rights of all Members having the right to

vote at the meeting; or

(c) by a Member or Members present in person or by proxy and holding shares in
the Company conferring a right to vote at the meeting being shares on which
an aggregate sum has been paid up equal to not less than one-tenth of the total
sum paid up on all shares conferring that right;

to provide that all Members have the right to (a) speak at a general meeting; and (b) vote
at a general meeting except where a Member is required, by the Listing Rules, to abstain
from voting to approve the matter under consideration;

to clarify that where the Company has knowledge that any Member is, under the Listing
Rules, required to abstain from voting on any particular resolution of the Company or
restricted to voting only for or only against any particular resolution of the Company,
any votes cast by or on behalf of such Member in contravention of such requirement or
restriction shall not be counted;

to allow the Company to provide an electronic address for the receipt of any document or

information relating to proxies for a general meeting;

to allow the Board to decide to treat a proxy appointment as valid notwithstanding that
the appointment or any of the information has not been received in accordance with the
requirements under the Amended and Restated Articles of Association;

to clarify that any director appointed either to fill a casual vacancy on the Board or as an
addition to the existing Board shall hold office only until the first annual general meeting
of the Company after his appointment, and shall then be eligible for re-election;
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34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

to provide that, subject to certain exceptions, a Director shall not vote (nor be counted in
the quorum) on any Board resolution approving any contract or arrangement or any other
proposal in which he or any of his close associate(s) has a material interest;

to provide that the Board may postpone its meetings as it considers appropriate;

to provide that the secretary of the Company shall convene a meeting of the Board
whenever he shall be required so to do by any Director and that notice of a meeting of
the Board shall be deemed to be duly given to a Director if it is given to such Director in
writing or verbally (including in person or by telephone) or by electronic means to an
electronic address from time to time notified to the Company by such Director or (if the
recipient consents to it being made available on a website) by making it available on a
website or by telephone or in such other manner as the Board may from time to time
determine;

to provide that Directors may participate in any meeting of the Board by means of a
conference telephone, electronic or other communications equipment;

to provide that the Board may elect one or more chairman of its meetings and determine
the period for which they are respectively to hold such office;

to provide that, in relation to a resolution in writing signed by all the Directors except
such as are temporarily unable to act through ill-health or disability, and all the alternate
Directors, if appropriate, whose appointors are temporarily unable to act as aforesaid, a
notification of consent to such resolution given by a Director in writing to the Board by
any means (including by means of electronic communication) shall be deemed to be his/
her signature to such resolution in writing;

to provide that the officers of the Company shall consist of at least one chairman and if
more than one Director is proposed for this office, the Directors may elect more than one
chairman in such manner as the Directors may determine;

to provide that minutes shall be kept by the Secretary at the head office;

to empower the Board to capitalize certain reserves of the Company, including share
premium account and the profit and loss account, to pay up unissued shares to be allotted
to employees or trustee in connection with the operation of any share incentive scheme
or employee benefit scheme that has been adopted or approved by the Members at a
general meeting;

to clarify that a printed copy of the Directors’ report, accompanied by the balance sheet
and profit and loss account, including every document required by law to be annexed
thereto, made up to the end of the applicable financial year and containing a summary of
the assets and liabilities of the Company under convenient heads and a statement of
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44,

45.

46.

47.

48.

49.

50.

51.

income and expenditure, together with a copy of the Auditors’ report, shall be sent to
each person entitled thereto at least twenty-one days before the date of the general
meeting and at the same time as the notice of annual general meeting;

to provide that the Members may, at any general meeting convened and held in
accordance with the Amended and Restated Articles of Association, by ordinary
resolution remove the auditor of the Company (“Auditor”) at any time before the
expiration of his term of office;

to provide that the Directors may fill any casual vacancy in the office of the Auditor but
while any such vacancy continues the surviving or continuing Auditor or Auditors, if
any, may act. The remuneration of the Auditor so appointed may be fixed by the Board
and such Auditor shall hold office until the next following annual general meeting of the
Company and shall then be subject to appointment by the Members at such remuneration
to be determined by the Members;

subject to compliance with the applicable laws of the Cayman Islands and the Listing
Rules and other requirements for the obtaining of consent, to allow the Company to issue
and deliver a notice or document by sending or transmitting it as an electronic
communication to the relevant person at an electronic address provided by that person;

to allow the Company to serve notice by publishing it on the Company’s website or the
website of the Stock Exchange;

to allow the Company to issue notice, document or publication in the English language
only or in both the English language and the Chinese language;

to clarify that a notice, document or publication is deemed to have been served on the
day on which it first appears on the Company’s website to which the recipient may have
access or the day on which the notice of availability is deemed to have been delivered to
such person, whichever is later, or if the notice, document or publication is issued as an
advertisement in a newspaper, it shall be deemed to have been served on the day on

which the advertisement first so appears;

to remove the provision which provides that in the event of winding-up of the Company
in Hong Kong, every Member of the Company who is not for the time being in Hong
Kong shall be bound to serve notice in writing on the Company appointing some person
resident in Hong Kong upon whom summonses and other notices, process or orders

under the winding up may be served; and

to provide that unless otherwise determined by the Directors, the financial year end of
the Company shall be 31 of December in each year.
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Other housekeeping amendments to the existing Articles of Association are also proposed,
including making consequential amendments in connection with the above amendments to the
existing Articles of Association and for clarity and consistency with the other provisions of the
existing Articles of Association where it is considered desirable and to better align the wording
with those of the Listing Rules and the applicable laws of the Cayman Islands.

The full text of the proposed Amended and Restated Articles of Association (marked-up
against the existing Articles of Association) is set out in Appendix II to this circular. The Chinese
translation of the proposed Amended and Restated Articles of Association is for reference only. In
case of any discrepancy or inconsistency between the English and Chinese versions, the English
version shall prevail. Prior to the passing of the special resolution at the EGM, the existing Articles
of Association shall remain valid.

The legal advisers to the Company as to Hong Kong laws and Cayman Islands laws have
respectively confirmed that the Proposed Amendments conform with the applicable requirements
under the Listing Rules and do not contravene the applicable laws of the Cayman Islands. The
Company confirms that there is nothing unusual about the Proposed Amendments for a Cayman
Islands company listed on the Stock Exchange.

VOTING BY WAY OF POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any votes of the Shareholders at the general
meetings must be taken by poll except where the chairman of the meeting, in good faith, decides to
allow a resolution which relates purely to a procedural or administrative matter to be voted on by a
show of hands. The chairman of the meeting will demand a poll for every resolution put to the vote
at the EGM. So far as the Directors are aware of, at the Latest Practicable Date, none of the
Shareholders is required to abstain from voting on any resolutions to be approved at the EGM.

RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Company. The Directors, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief the information contained in this circular is
accurate and complete in all material respects and not misleading or deceptive, and there are no
other matters the omission of which would make any statement herein or this circular misleading.

RECOMMENDATION

The Directors consider that the adoption of New Share Option Scheme and the adoption of the
Amended and Restated Articles of Association are in the interests of the Company and the
Shareholders as a whole. Accordingly, the Directors recommend Shareholders to vote in favour of
the resolutions to be proposed at the EGM.
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DOCUMENT PUBLISHED ON WEBSITES AND AVAILABLE FOR INSPECTION

The New Share Option Scheme will be published on the Stock Exchange’s website at
www.hkexnews.hk and the Company’s website at www.huayitencent.com not less than 14 days
before the date of EGM and a copy of the New Share Option Scheme will be available for
inspection at the EGM.

Yours faithfully,
For and on behalf of
Huayi Tencent Entertainment Company Limited
YUEN Hoi Po
Executive Director and Chief Executive Officer
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APPENDIX I SUMMARY OF PRINCIPAL TERMS OF

THE NEW SHARE OPTION SCHEME

This appendix summaries the principal terms of the New Share Option Scheme but does not

form part of, nor was it intended to be, part of the New Share Option Scheme nor should it be

taken as effecting the interpretation of the rules of the New Share Option Scheme.

1. PURPOSE, DURATION AND ADMINISTRATION

(a)

(b)

(o)

(d)

(e)

The purpose of the New Share Option Scheme is to enable the Company to grant Options
to the Eligible Participants as incentives or rewards for their contribution to the Group.

The Eligible Participants shall include:

(i) any part-time or full-time employee or officer of any member of the Group or of
any associated company; or

(i1) the chief executive or any director (including executive, non-executive or
independent non-executive directors) of any member of the Group or of any
associated company; or

(iii) any shareholder of any member of the Group or of any associated company who, in
the opinion of the Board, has made or will make contributions which are or may be
beneficial to the Group as a whole, to be determined absolutely by the Board.

The New Share Option Scheme shall be subject to the administration of the Directors
whose decision on all matters arising in relation to the New Share Option Scheme or
their interpretation or effect shall (save for the grant of Options referred to in paragraph
3(b) which shall be approved in the manner referred to therein and save as otherwise
provided herein) be final and binding on all persons who may be affected thereby.

Subject to paragraph 13, the New Share Option Scheme shall be valid and effective until
the close of business of the Company on the date which falls ten (10) years after the
Adoption Date (the “Termination Date”), after which period no further Options may be
granted but the provisions of the New Share Option Scheme shall remain in force to the
extent necessary to give effect to the exercise of any Options granted or otherwise as

may be required in accordance with the provisions of the New Share Option Scheme.

An Eligible Participant who accepts the offer in accordance with the terms of the New
Share Option Scheme or (where the context so permits and as referred to in paragraph
5(d)(1)) his/her personal representative (the “Grantee’) shall ensure that the acceptance
of an offer, the holding and exercise of the Option in accordance with the New Share
Option Scheme, the allotment and issue of Shares to him/her upon the exercise of the
Option and the holding of such Shares are valid and comply with all laws, legislation and
regulations including all applicable exchange control, fiscal and other laws to which he/
she is subject. The Directors may, as a condition precedent of making an offer and
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allotting Shares upon an exercise of an Option, require an Eligible Participant or a
Grantee (as the case may be) to produce such evidence as they may reasonably require
for such purpose.

2.  CONDITIONS

(a)

(b)

The New Share Option Scheme is conditional upon:

(i) the Listing Committee of the Stock Exchange granting approval for the listing of
and permission to deal in such number of Shares to be allotted and issued by the
Company pursuant to the exercise of Options which may be granted under the New
Share Option Scheme; and

(i1) the passing of the necessary resolution to approve the adoption of the New Share
Option Scheme in general meeting or by way of written resolution of the
Shareholder(s).

Reference in paragraph 2(a)(i) to the Listing Committee formally granting the listing and
permission referred to therein shall include any such listing and permission which are
granted subject to the fulfilment of any condition precedent or condition subsequent.

3.  GRANT OF OPTIONS

(a)

(b)

(c)

Subject to paragraph 3(b), the Directors shall, in accordance with the provisions of the
New Share Option Scheme and the Listing Rules, be entitled but shall not be bound at
any time within a period of ten (10) years commencing from the Adoption Date to make
an offer to any Eligible Participant to subscribe, and no person other than the Eligible
Participant named in such offer may subscribe, for such number of Shares (being a board
lot for dealings in the Shares on the Stock Exchange or an integral multiple thereof) at
such price per Share at which a Grantee may subscribe for the Shares on the exercise of
an Option, as determined in accordance with paragraph 4 (the “Exercise Price”), as the
Directors shall, subject to paragraph 3 and at their discretion, determine.

Without prejudice to paragraph 7(d) below, the making of an offer to any Director, chief
executive or substantial shareholder of the Company, or any of their respective associates
must be approved by the independent non-executive Directors (excluding any
independent non-executive Director who or whose associate is the proposed Grantee of
an Option).

The eligibility of any of the Eligible Participants to an offer shall be determined by the
Directors from time to time on the basis of the Directors’ opinion as to the Eligible
Participant’s contribution to the development and growth of the Group. In assessing
whether Options are to be granted to any Eligible Participant, the Board shall take into
account various factors, including but not limited to, the nature and extent of
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(d)

)

contributions provided by such Eligible Participant to the Group, the positive impacts
which such Eligible Participant has brought to the Group’s business and development and
whether granting Options to such Eligible Participant is an appropriate incentive to
motivate such Eligible Participant to continue to contribute towards the betterment of the
Group.

An offer shall be made to an Eligible Participant in writing (and unless so made shall be
invalid) in such form as the Directors may from time to time determine, either generally
or on a case-by-case basis, specifying the number of Shares under the Option and the
“Option Period” (which means, in respect of any particular Option, a period to be
determined and notified by the Directors to the Grantee thereof and, in the absence of
such determination, from the offer date to the earlier of (i) the date on which such
Option lapses under the provisions of paragraph 6; and (ii) the expiry date of ten (10)
years from the offer date of that Option) in respect of which the offer is made and further
requiring the Eligible Participant to undertake to hold the Option on the terms on which
it is to be granted and to be bound by the provisions of the New Share Option Scheme
and shall remain open for acceptance by the Eligible Participant concerned (and by no
other person) for a period of up to 21 days from the offer date.

An offer shall state, in addition to the matters specified in paragraph 3(d), the following:
(i) the name, address and occupation of the Eligible Participant;

(ii)) the number of Shares under the Option in respect of which the offer is made and
the Exercise Price for such Shares;

(iii) the Option Period in respect of which the Offer is made or, as the case may be, the
Option Period in respect of separate parcels of Shares under the Option comprised
in the offer;

(iv) the last date by which the offer must be accepted (which must not be later than 21
days from the offer date);

(v) the procedure for acceptance;

(vi) the performance target(s) (if any) that must be attained by the Eligible Participant
before any Option can be exercised;

(vii) such other terms and conditions of the offer as may be imposed by the Directors
which in their opinion are fair and reasonable and not inconsistent with the New
Share Option Scheme; and
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()

(2)

(h)

)

)
(k)

(viii) a statement requiring the Eligible Participant to undertake to hold the Option on the
terms on which it is to be granted and to be bound by the provisions of the New
Share Option Scheme including, without limitation, the conditions specified in
paragraphs 3(d) and 5(a).

An offer shall have been accepted by an Eligible Participant in respect of all Shares
under the Option which are offered to such Eligible Participant when the duplicate letter
comprising acceptance of the offer duly signed by the Eligible Participant together with a
remittance in favour of the Company of HK$1.00 by way of consideration for the grant
thereof is received by the Company within such time as may be specified in the offer
(which shall not be later than 21 days from the offer date). Such remittance shall in no

circumstances be refundable.

Any offer may be accepted by an Eligible Participant in respect of less than the number
of Shares under the Option which are offered provided that it is accepted in respect of a
board lot for dealings in the Shares on the Stock Exchange or an integral multiple thereof
and such number is clearly stated in the duplicate letter comprising acceptance of the
offer duly signed by such Eligible Participant and received by the Company together
with a remittance in favour of the Company of HK$1.00 by way of consideration for the
grant thereof within such time as may be specified in the offer (which shall not be later
than 21 days from the offer date). Such remittance shall in no circumstances be
refundable.

Upon an offer being accepted by an Eligible Participant in whole or in part in accordance
with paragraphs 3(f) or 3(g), an Option in respect of the number of Shares of which the
offer was so accepted will be deemed to have been granted by the Company to such
Eligible Participant on the offer date. To the extent that the offer is not accepted within
the time specified in the offer in the manner indicated in paragraphs 3(f) or 3(g), it will
be deemed to have been irrevocably declined.

The Option Period of an Option must not be more than ten (10) years after the offer date
of that Option.

Options will not be listed or dealt in on the Stock Exchange.
For so long as the Shares are listed on the Stock Exchange:

(i) an offer may not be made after inside information has come to the knowledge of the
Board until (and including) the trading day after it has announced the information.
In particular, during the period commencing one month immediately preceding the
earlier of:
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(i1)

(aa) the date of the board meeting (as such date is first notified to the Stock
Exchange in accordance with the Listing Rules) for the approval of the
Company’s results for any year, half-year, quarter or any other interim period

(whether or not required under the Listing Rules); and

(bb) the deadline for the Company to announce its results for any year or half-year,
quarter or any other interim period (whether or not required under the Listing
Rules)

and ending on the actual date of publication of the results announcement, no offer

may be made; and

the Directors may not make any offer to an Eligible Participant who is a Director
during the periods or times in which the Directors are prohibited from dealing in
Shares pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers prescribed by the Listing Rules or any corresponding code or

securities dealing restrictions adopted by the Company.

4. EXERCISE PRICE

The Exercise Price in respect of any Option shall, subject to any adjustments made pursuant to

paragraph 8, be at the discretion of the Directors, provided that it must be at least the highest of:

(a)

(b)

(c)

the closing price of the Shares as stated in the Stock Exchange’s daily quotations sheet

on the offer date, which must be a Business Day;

the average closing price of the Shares as stated in the Stock Exchange’s daily quotations

sheets for the five Business Days immediately preceding the offer date; and

the nominal value of the Shares on the offer date;

provided that in the event of fractional prices, the Exercise Price per Share shall be rounded

upwards to the nearest whole cent.

5.  EXERCISE OF OPTIONS

(a)

An Option must be personal to the Grantee and must not be transferable or assignable.

No Grantee shall in any way sell, transfer, charge, mortgage, encumber or otherwise

dispose of or create any interest whatsoever in favour of any third party over or in

relation to any Option or enter into any agreement to do so. Any breach of the foregoing

by a Grantee shall entitle the Company to cancel any Option granted to such Grantee to

the extent not already exercised.
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(b)

(o)

(d)

Unless otherwise determined by the Directors and stated in the offer to a Grantee, a
Grantee is not required to hold an Option for any minimum period nor achieve any
performance targets before the exercise of an Option granted to him/her.

Subject to, inter alia, paragraph 3(d) and the fulfilment of all terms and conditions set
out in the offer, including the attainment of any performance targets stated therein (if
any), an Option shall be exercisable in whole or in part in the circumstances and in the
manner as set out in paragraphs 5(d) and 5(e) by giving notice in writing to the Company
stating that the Option is thereby exercised and the number of Shares in respect of which
it is so exercised (which, except where the number of Shares in respect of which the
Option remains unexercised is less than one board lot or where the Option is exercised in
full, must be for a board lot for dealings in Shares on the Stock Exchange or an integral
multiple thereof). Each such notice must be accompanied by a remittance for the full
amount of the Exercise Price for Shares in respect of which the notice is given. Within
21 days (seven days in the case of an exercise pursuant to paragraph 5(d)(iii)) after
receipt of the notice and, where appropriate, receipt of the certificate of the auditors or
the independent financial advisers pursuant to paragraph 8, the Company shall
accordingly allot and issue the relevant number of Shares to the Grantee (or, in the event
of an exercise of Option by a personal representative pursuant to paragraph 5(d)(i), to the
estate of the Grantee) fully paid and issue to the Grantee (or his/her estate in the event of
an exercise by his/her personal representative as aforesaid) the relevant share
certificate(s) in respect of the Shares so allotted and issued.

Subject as hereinafter provided in the New Share Option Scheme, an Option may only be
exercised by the Grantee at any time during the Option Period provided that:

(1) 1if the Grantee is an employee of the Group and in the event of his/her ceasing to be
a grantee by reason of his/her death, ill-health or retirement in accordance with his/
her contract of employment before exercising the Option in full, his/her personal
representative(s) or, as appropriate, the Grantee may exercise the Option (to the
extent not already exercised) in whole or in part in accordance with the provisions
of paragraph 5(c) within a period of 12 months following the date of cessation of
employment which date shall be the last day on which the Grantee was at work
with the Company or the relevant Subsidiary whether salary is paid in lieu of notice
or not, or such longer period as the Directors may determine or, if any of the events
referred to in paragraph 5(d)(iii) or 5(d)(iv) occur during such period, exercise the
Option pursuant to paragraph 5(d)(iii) or 5(d)(iv) respectively;

(ii) if the Grantee is an employee of the Group and in the event of his/her ceasing to be
a grantee for any reason other than (1) his/her death, ill-health or retirement in
accordance with his/her contract of employment or (2) the termination of his/her
employment on one or more of the grounds specified in paragraph 6(a)(iv) before
exercising the Option in full, the Option (to the extent not already exercised) shall
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(iii)

@iv)

lapse on the date of cessation or termination and not be exercisable unless the
Directors otherwise determine in which event the Grantee may exercise the Option
(to the extent not already exercised) in whole or in part in accordance with the
provisions of paragraph 5(c) within such period as the Directors may determine
following the date of such cessation or termination or, if any of the events referred
to in paragraph 5(d)(iii) or 5(d)(iv) occur during such period, exercise the Option
pursuant to paragraph 5(d)(iii) or 5(d)(iv) respectively. The date of cessation or
termination as aforesaid shall be the last day on which the Grantee was actually at
work with the Company or the relevant Subsidiary whether salary is paid in lieu of
notice or not;

if a general or partial offer, whether by way of takeover offer, share re-purchase
offer, or scheme of arrangement or otherwise in like manner is made to all the
Shareholders, or all such holders other than the offeror and/or any person controlled
by the offeror and/or any person acting in association or concert with the offeror,
the Company shall use all reasonable endeavours to procure that such offer is
extended to all the Grantees on the same terms, mutatis mutandis, and assuming
that they will become, by the exercise in full of the Options granted to them, the
Shareholders. If such offer becomes or is declared unconditional or such scheme of
arrangement is formally proposed to the Shareholders, the Grantee shall,
notwithstanding any other terms on which his/her Options were granted, be entitled
to exercise the Option (to the extent not already exercised) to its full extent or to
the extent specified in the Grantee’s notice to the Company in accordance with the
provisions of paragraph 5(c) at any time thereafter and up to the close of such offer
(or any revised offer) or the record date for entitlements under scheme of
arrangement, as the case may be;

in the event of a resolution being proposed for the voluntary winding-up of the
Company during the Option Period, the Grantee may, subject to the provisions of
all applicable laws, by notice in writing to the Company at any time not less than
two (2) Business Days before the date on which such resolution is to be considered
and/or passed, exercise his/her Option (to the extent not already exercised) either to
its full extent or to the extent specified in such notice in accordance with the
provisions of paragraph 5(c) and the Company shall allot and issue to the Grantee
the Shares in respect of which such Grantee has exercised his/her Option not less
than one (1) day before the date on which such resolution is to be considered and/or
passed whereupon he/she shall accordingly be entitled, in respect of the Shares
allotted and issued to him/her in the aforesaid manner, to participate in the
distribution of the assets of the Company available in liquidation pari passu with
the holders of the Shares in issue on the day prior to the date of such resolution.
Subject thereto, all Options then outstanding shall lapse and determine on the
commencement of the winding-up; and
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(e)

Shares to be allotted and issued upon the exercise of an Option will be subject to the
provisions of the Articles of Association for the time being in force and will rank pari
passu in all respects with the existing fully paid Shares in issue on the date when the
name of the Grantee is registered on the register of members of the Company and
accordingly will entitle the holders thereof to participate in all dividends or other
distributions paid or made on or after the name of the Grantee is registered on the
register of members of the Company, other than any dividend or distribution previously
declared or recommended or resolved to be paid or made if the record date therefor shall
be before the date when the name of the Grantee is registered on the register of members
of the Company. A Share allotted and issued upon the exercise of an Option shall not
carry voting rights until the name of the Grantee has been duly entered on the register of
members of the Company as the holder thereof.

6. EARLY TERMINATION OF OPTION PERIOD

(a)

The Option Period in respect of any Option shall automatically terminate and that Option
(to the extent not already exercised) shall lapse on the earliest of:

(i) the expiry of the Option Period;
(i1) the expiry of any of the periods referred to in paragraph 5(d);
(iii) the date of commencement of the winding-up of the Company;

(iv) in respect of a Grantee who is an employee of the Group when an offer is made to
him/her, the date on which the Grantee ceases to be an employee of the Group by
reason of a termination of his/her employment on any one or more of the grounds
that he/she has been guilty of persistent or serious misconduct, or has committed
any act of bankruptcy or has become insolvent or has made any arrangement or
composition with his/her creditors generally, or has been convicted of any criminal
offence (other than an offence which in the opinion of the Directors does not bring
the Grantee or the Group into disrepute);

(v) in respect of a Grantee who is not an employee of the Group when an offer is made
to him/her, the date on which the Directors shall at their absolute discretion
determine that (aa) (1) such Grantee or his/her associate has committed any breach
of any contract entered into between such Grantee or his/her associate on the one
part and the Group on the other part; or (2) such Grantee has committed any act of
bankruptcy or has become insolvent or is subject to any winding-up, liquidation or
analogous proceedings or has made any arrangement or composition with his/her
creditors generally; or (3) such Grantee could no longer make any contribution to
the growth and development of the Group by reason of the cessation of its relations
with the Group or by any other reason whatsoever; and (bb) the Option shall lapse
as a result of any event specified in sub-paragraph (1), (2) or (3) above; and
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(b)

(©)

(vi) the date on which the Directors shall exercise the Company’s right to cancel the
Option by reason of a breach of paragraph 5(a) by the Grantee in respect of that or
any other Option.

A resolution of the Directors or written communication on behalf of the Board to the
effect that the employment of a Grantee has been terminated on one or more of the
grounds specified in paragraph 6(a)(iv) or that any event referred to in paragraph
6(a)(v)(aa) has occurred shall be conclusive and binding on all persons who may be
affected thereby.

Transfer of employment of a Grantee who is an employee of the Group from one member
of the Group to another member of the Group shall not be considered a cessation of
employment. It shall not be considered a cessation of employment if a Grantee who is an
employee of the Group is placed on such leave of absence which is considered by the
directors of the relevant member of the Group not to be a cessation of employment of the
Grantee.

7. MAXIMUM NUMBER OF SHARES AVAILABLE FOR SUBSCRIPTION

(a)

(b)

The maximum number of Shares which may be allotted and issued upon exercise of all
outstanding Options granted and yet to be exercised under the New Share Option Scheme
and any other share option scheme adopted by the Company shall not exceed 30% of the
total number of Shares in issue from time to time. No Options may be granted under the
New Share Option Scheme or any other share option scheme adopted by the Company if
this will result in such limit being exceeded.

The total number of Shares which may be allotted and issued upon exercise of all
Options (excluding, for this purpose, Options which have lapsed in accordance with the
terms of the New Share Option Scheme and any other share option scheme of the
Company) to be granted under the New Share Option Scheme and any other share option
scheme of the Company must not in aggregate exceed the General Scheme Limit
provided that:

(i) subject to paragraph 7(a) and without prejudice to paragraph 7(b)(ii), the Company
may seek approval of the Shareholders in general meeting to refresh the General
Scheme Limit provided that the total number of Shares which may be allotted and
issued upon exercise of all Options to be granted under the New Share Option
Scheme and any other share option scheme of the Company must not exceed 10%
of the Shares in issue as at the date of approval of the limit and for the purpose of
calculating the limit, options previously granted under the New Share Option
Scheme and any other share option scheme of the Company (including those
outstanding, cancelled, lapsed or exercised in accordance with the New Share
Option Scheme and any other share option scheme of the Company) will not be
counted; and
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©)

(d)

(i1) subject to paragraph 7(a) and without prejudice to paragraph 7(b)(i), the Company
may seek separate shareholders’ approval in general meeting to grant Options under
the New Share Option Scheme beyond the General Scheme Limit or, if applicable,
the extended limit referred to in paragraph 7(b)(i) to Eligible Participants
specifically identified by the Company before such approval is sought.

Subject to paragraph 7(d), the total number of Shares issued and which may fall to be
issued upon exercise of the Options and the Options granted under any other share option
scheme of the Company (including both exercised or outstanding Options) to each
Grantee in any 12-month period shall not exceed 1% of the total number of Shares in
issue. Where any further grant of Options to a Grantee would result in the Shares issued
and to be issued upon exercise of all Options granted and proposed to be granted to such
person (including exercised, cancelled and outstanding Options) under the New Share
Option Scheme and any other share option scheme of the Company in the 12-month
period up to and including the date of such further grant representing in aggregate over
1% of the Shares in issue, such further grant must be separately approved by the
Shareholders in general meeting with such Grantee and his/her close associates (or his
associates if the Grantee is a connected person) abstaining from voting. The number and
terms (including the Exercise Price) of Options to be granted to such Grantee must be
fixed before the Shareholders’ approval.

Without prejudice to paragraph 3(b) and 3(c), each grant of Options to a director, chief
executive or substantial shareholder of the Company or any of their respective associates
must be approved by independent non-executive Directors (excluding independent non-
executive Director who or whose associate is the proposed Grantee of an Option). Where
any grant of Options to a substantial shareholder of the Company or an independent non-
executive Director or any of their respective associates, would result in the Shares issued
and to be issued upon exercise of all Options already granted and to be granted
(including Options exercised, cancelled and outstanding) to such person in the 12-month

period up to and including the date of such grant:
(i) representing in aggregate over 0.1% of the Shares in issue; and

(i1)) having an aggregate value, based on the closing price of the Shares at the offer date
of each offer, in excess of HK$5 million;

such further grant of Options must be approved by the Shareholders in general meeting.
The Company shall send a circular to the Shareholders containing all information as
required under the Listing Rules in this regard. The Grantee, his/her associates and all
core connected persons (as defined in the Listing Rules) of the Company must abstain
from voting in favour at such general meeting.
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(e)

For the purpose of seeking the approval of the Shareholders under paragraphs 7(b), 7(c)
and 7(d), the Company must send a circular to the Shareholders containing the
information required under the Listing Rules and where the Listing Rules shall so
require, the vote at the Shareholders’ meeting convened to obtain the requisite approval
shall be taken on a poll with those persons required under the Listing Rules abstaining
from voting.

8. ADJUSTMENTS TO THE EXERCISE PRICE

(a)

In the event of any alteration in the capital structure of the Company whilst any Option
remains exercisable or the New Share Option Scheme remains in effect, and such event
arises from a capitalisation of profits or reserves, rights issue, consolidation or sub-
division of the Shares, reduction of the share capital of the Company or any other
capitalisation issue, then, in any such case the Company shall request the auditors or an
independent financial adviser to certify in writing the adjustment, if any, that ought in
their opinion fairly and reasonably to be made either generally or as regards any
particular Grantee, to:

(i) the number or nominal amount of Shares to which the New Share Option Scheme or
any Option(s) relates (insofar as it is/they are unexercised); and/or

(ii) the Exercise Price of any Option; and/or

(iii) (unless the relevant Grantee elects to waive such adjustment) the number of Shares
comprised in an Option or which remain comprised in an Option,

and an adjustment as so certified by the auditors or such independent financial adviser
shall be made, provided that:

(1) any such adjustment shall give the Grantee the same proportion of the issued share
capital of the Company for which such Grantee would have been entitled to
subscribe had he/she exercised all the Options held by him/her immediately prior to
such adjustment;

(i) no such adjustment shall be made the effect of which would be to enable a Share to
be issued at less than its nominal value;

(iii) the issue of Shares or other securities of the Group as consideration in a transaction
shall not be regarded as a circumstance requiring any such adjustment; and

(iv) any such adjustment shall be made in compliance with such rules, codes and
guidance notes of the Stock Exchange from time to time.
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10.

(b)

(©)

In respect of any adjustment referred to in this paragraph 8(a), other than any adjustment
made on a capitalisation issue, the auditors or such independent financial adviser must
confirm to the Directors in writing that the adjustments satisfy the requirements of the
relevant provisions of the Listing Rules.

If there has been any alteration in the capital structure of the Company as referred to in
paragraph 8(a), the Company shall, upon receipt of a notice from a Grantee in
accordance with paragraph 5(c), inform the Grantee of such alteration and shall either
inform the Grantee of the adjustment to be made in accordance with the certificate of the
auditors or the independent financial adviser obtained by the Company for such purpose
or, if no such certificate has yet been obtained, inform the Grantee of such fact and
instruct the auditors or the independent financial adviser as soon as practicable thereafter
to issue a certificate in that regard in accordance with paragraph 8(a).

In giving any certificate under this paragraph 8, the auditors or the independent financial
adviser appointed under paragraph 8(a) shall be deemed to be acting as experts and not
as arbitrators and their certificate shall, in the absence of manifest error, be final,
conclusive and binding on the Company and all persons who may be affected thereby.

CANCELLATION OF OPTIONS

(a)

(b)

Subject to paragraph 5(a) and Chapter 17 of the Listing Rules, any Option granted but
not exercised may not be cancelled except with the prior written consent of the relevant
Grantee and the approval of the Directors.

Where the Company cancels any Option granted to a Grantee but not exercised and
issues new Option(s) to the same Grantee, the issue of such new Option(s) may only be
made with available unissued Options (excluding, for this purpose, the Options so
cancelled) within the General Scheme Limit or the limits approved by the Shareholders

pursuant to paragraph 7(b)(i) or 7(b)(ii).

SUFFICIENT SHARE CAPITAL

The exercise of any Option shall be subject to the Shareholders in general meeting approving

any necessary increase in the authorised share capital of the Company. Subject thereto, the

Directors shall make available sufficient authorised but unissued share capital of the Company to

allot and issue the Shares on the exercise of any Option.
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11. DISPUTES

Any dispute arising in connection with the New Share Option Scheme (whether as to the
number of Shares, the subject of an Option, the amount of the Exercise Price or otherwise) shall be
referred to the decision of the auditors or the financial adviser (as the case may be) who shall act as
experts and not as arbitrators and whose decision shall, in the absence of manifest error, be final,
conclusive and binding on all persons who may be affected thereby.

12. ALTERATION OF THE NEW SHARE OPTION SCHEME

(a) Subject to paragraphs 12(b) and 12(d), the New Share Option Scheme may be altered in
any respect by a resolution of the Directors except that:

(i) the provisions of the New Share Option Scheme as to the definitions of “Eligible
Participant(s)”, “Grantee”, “Option Period” and “Termination Date’;

(i1) the provisions of the New Share Option Scheme relating to the matters governed by
Rule 17.03 of the Listing Rules;

shall not be altered to the advantage of Grantees or prospective Grantees except with the
prior sanction of a resolution of the Shareholders in general meeting, provided that no
such alteration shall operate to affect adversely the terms of issue of any Option granted
or agreed to be granted prior to such alteration except with the consent or sanction of
such majority of the Grantees as would be required of the Shareholders under the
Articles of Association for a variation of the rights attached to the Shares.

(b) Any alterations to the terms and conditions of the New Share Option Scheme which are
of a material nature or any change to the terms of Options granted shall be approved by
the Shareholders in general meeting except where the alterations take effect automatically
under the existing terms of the New Share Option Scheme.

(c) Any change to the authority of the Directors or the administrators of the New Share
Option Scheme in relation to any alteration to the terms of the New Share Option
Scheme must be approved by the Shareholders in general meeting.

(d) The amended terms of the New Share Option Scheme and/or any Options pursuant to this
paragraph 12 must still comply with the relevant requirements of Chapter 17 of the
Listing Rules.

13. TERMINATION

The Company by resolution in general meeting may at any time terminate the operation of the
New Share Option Scheme and in such event no further Options will be offered, but in all other
respects the provisions of the New Share Option Scheme shall remain in force to the extent
necessary to give effect to the exercise of any Options (to the extent not already exercised) granted
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prior thereto or otherwise as may be required in accordance with the provisions of the New Share

Option Scheme and Options (to the extent not already exercised) granted prior to such termination

shall continue to be valid and exercisable in accordance with the New Share Option Scheme.

Details of the Options granted, including Options exercised or outstanding, under the New

Share Option Scheme must be disclosed in the circular to Shareholders seeking approval of any

subsequent share option scheme to be established after suc