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CAPITAL REORGANISATION

The Board proposes to implement the Capital Reorganisation which will comprise:

the Share Consolidation whereby every ten (10) issued and unissued Shares with a par
value of HK$0.20 each will be consolidated into one (1) Consolidated Share with a par
value of HK$2.00 each;

the Capital Reduction whereby the par value of each issued Consolidated Share will be
reduced from HK$2.00 to HK$0.10 by cancelling the paid-up capital to the extent of
HK$1.90 on each issued Consolidated Share and any fractional Consolidated Share in
the issued share capital of the Company arising from the Share Consolidation will be
cancelled;

the Share Subdivision of every unissued Consolidated Share with a par value of
HK$2.00 each in the authorised share capital of the Company into twenty (20) New
Shares with a par value of HK$0.10 each;




(iv) the credit arising from the Capital Reduction being credited to the contributed surplus
account of the Company within the meaning of the Companies Act; and

(v) the application of the credit in the contributed surplus account of the Company being
applied in full to set off the accumulated losses of the Company as permitted under all
applicable laws of Bermuda and the Bye-Laws.

DEED OF FURTHER VARIATION 2022

The Board announces that on 11 August 2022 (after trading hours), the Company and the
Noteholder entered into the Deed of Further Variation 2022, pursuant to which it is agreed
that, subject to the fulfilment of the Conditions Precedent, (i) the maturity date of the
Outstanding Convertible Notes in the principal amount of HK$158,400,000 will be extended
from 31 January 2022 to 31 January 2025; and (ii) the Adjusted Conversion Price will be
further adjusted to the Conversion Price of HK$1.00 per New Share. Save for the above
proposed Alteration of Terms, all other terms and conditions of the Convertible Notes shall
remain unchanged.

IMPLICATIONS UNDER THE LISTING RULES

Rule 28.05 of the Listing Rules provides that any alterations in the terms of convertible debt
securities after issue must be approved by the Stock Exchange, except where the alterations
take effect automatically under the existing terms of such convertible debt securities. As
such, an application for the approval of the Alteration of Terms will be submitted to the
Stock Exchange by the Company.

Mr. Li is interested in approximately 27.72% of the total issued share capital of the
Company and is a substantial Shareholder as at the date of this announcement. As Mr. Li is
a connected person of the Company, the entering into of the Deed of Further Variation 2022
constitutes a connected transaction of the Company under Chapter 14A of the Listing Rules.
Therefore, the entering into of the Deed of Further Variation 2022 and the transactions
contemplated thereunder are subject to reporting, announcement and the Independent
Shareholders’ approval requirements pursuant to the Listing Rules.

Ms. Li Yang, the Chairman and an executive Director, is the daughter of Mr. Li.
Accordingly, Ms. Li Yang is deemed to be interested in the Alteration of Terms and
therefore has abstained from voting on the relevant Board resolutions. Apart from Ms. Li
Yang, none of the Directors has any material interest in the Alteration of Terms and is
required to abstain from voting on the Board resolutions approving the Deed of Further
Variation 2022 and the transactions contemplated thereunder.

The SGM will be convened by the Company to consider and, if thought fit, approve
the Capital Reorganisation and the Deed of Further Variation 2022 and the transactions
contemplated thereunder by way of poll. To the best knowledge, information and belief of
the Directors having made all reasonable enquiries, (i) no Shareholders will be required
to abstain from voting on the resolution(s) in relation to the Capital Reorganisation at
the SGM; and (ii) Mr. Li together with his associates will abstain from voting in respect
of the resolution(s) approving the Deed of Further Variation 2022 and the transactions
contemplated thereunder at the SGM.




The Independent Board Committee (comprising all the independent non-executive
Directors) has been established to give recommendations to the Independent Shareholders
on the Deed of Further Variation 2022 and the transactions contemplated thereunder.
Frontpage Capital Limited has been appointed as the Independent Financial Adviser to
advise and give recommendations to the Independent Board Committee and the Independent
Shareholders in this regard.

GENERAL

A circular containing, among other things, (i) details of the Capital Reorganisation and
the Deed of Further Variation 2022; (ii) a letter from the Independent Board Committee
containing its recommendation to the Independent Shareholders on the Deed of Further
Variation 2022 and the transactions contemplated thereunder; (iii) a letter from the
Independent Financial Adviser containing its advice to the Independent Board Committee
and the Independent Shareholders in respect of the Deed of Further Variation 2022 and the
transactions contemplated thereunder; and (iv) the notice of the SGM, will be despatched to
the Shareholders on or before Monday, 29 August 2022.

CAPITAL REORGANISATION

The Board proposes to implement the Capital Reorganisation which will comprise:

(i) the Share Consolidation whereby every ten (10) issued and unissued Shares with a par
value of HK$0.20 each will be consolidated into one (1) Consolidated Share with a par
value of HK$2.00 each;

(i1) the Capital Reduction whereby the par value of each issued Consolidated Share will be
reduced from HK$2.00 to HK$0.10 by cancelling the paid-up capital to the extent of
HK$1.90 on each issued Consolidated Share and any fractional Consolidated Share in
the issued share capital of the Company arising from the Share Consolidation will be
cancelled;

(iii) the Share Subdivision of every unissued Consolidated Share with a par value of
HK$2.00 each in the authorised share capital of the Company into twenty (20) New
Shares with a par value of HK$0.10 each;

(iv) the credit arising from the Capital Reduction being credited to the contributed surplus
account of the Company within the meaning of the Companies Act; and

(v) the application of the credit in the contributed surplus account of the Company being
applied in full to set off the accumulated losses of the Company as permitted under all
applicable laws of Bermuda and the Bye-Laws.



As at the date of this announcement, the authorised share capital of the Company is
HK$600,000,000 divided into 3,000,000,000 Shares, out of which 840,174,214 Shares are
issued and credited as fully paid. Assuming there will be no change in the issued share
capital of the Company from the date of this announcement up to the date on which the
Capital Reorganisation becomes effective, the issued share capital of the Company will be
HK$8,401,742.10 divided into 84,017,421 New Shares with a par value of HK$0.10 each
upon the Capital Reorganisation becoming effective.

Upon the Capital Reorganisation becoming effective, the New Shares shall rank pari passu in
all respects with each other.

Based on 840,174,214 Shares in issue as at the date of this announcement, a credit of
approximately HK$159,633,100.66 arising from the Capital Reduction will be credited to the
contributed surplus account of the Company within the meaning of the Companies Act which
will be applied in full by the Board to set off the accumulated losses of the Company or be
applied in any other manner as may be permitted under the Bye-Laws and all applicable laws
of Bermuda.

Upon the Capital Reorganisation becoming effective, the authorised share capital of the
Company would remain to be HK$600,000,000 with no change but divided into 6,000,000,000
New Shares of HK$0.10 each.

Other than the relevant expenses to be incurred by the Company, including but not limited
to professional fees and printing charges, the implementation of the Capital Reorganisation
will not alter the underlying assets, business operations, management or the financial position
of the Company or the proportionate interests or rights of the Shareholders, save for any
fractional Consolidated Shares which will not be allocated to the Shareholders who may
otherwise be entitled to.

Conditions of the Capital Reorganisation
The Capital Reorganisation is conditional upon:

(a) the passing of a special resolution by the Shareholders to approve the Capital
Reorganisation at the SGM;

(b) the compliance with section 46(2) of the Companies Act 1981 of Bermuda, including
(1) the publication of a notice in relation to the Capital Reduction in an appointed
newspaper in Bermuda on a date not more than thirty days and not less than fifteen days
before the effective date of the Capital Reduction; and (ii) the Board being satisfied
that on the effective date of the Capital Reduction, there are no reasonable grounds for
believing the Company is, or after the proposed Capital Reduction would be, unable to
pay its liabilities as they become due;



(c) the Stock Exchange granting the listing of, and the permission to deal in, the New Shares
in issue and to be issued (including the New Shares which may fall to be allotted or
issued upon exercise of the conversion rights attaching to the Convertible Notes) upon
the Capital Reorganisation becoming effective; and

(d) the compliance with all relevant procedures and requirements under the laws of Bermuda
(where applicable) and the Listing Rules to effect the Capital Reorganisation.

As at the date of this announcement, none of the conditions above has been fulfilled.

The Capital Reorganisation shall become effective on the second Business Day immediately
following the fulfilment of all the above conditions.

EFFECTS OF THE CAPITAL REORGANISATION

The following table set out the effect of the Capital Reorganisation on the share capital of
the Company before and after the implementation of the Capital Reorganisation, assuming
that there is no change in the issued share capital of the Company from the date of this
announcement up to the effective date of the Capital Reorganisation.

Immediately

Immediately after after the Capital

As at the the Share Reorganisation

date of this Consolidation becoming

announcement becoming effective effective

Authorised share capital HK$600,000,000 HK$600,000,000 HK$600,000,000
Par value HK$0.20 per Share HK$2.00 per HK$0.10
Consolidated Share per New Share

Number of authorised shares 3,000,000,000 300,000,000 6,000,000,000
Issued share capital HK$168,034,842.80 HK$168,034,842.80 HK$8,401,742.10
Number of issued shares 840,174,214 84,017,421 (rete) 84,017,421

Note: round down from 84,017,421.40 Consolidated Shares for illustrative purpose.
Fractional shares

Upon the Capital Reorganisation becoming effective, fractional New Shares, if any, will be
disregarded and will not be issued to the Shareholders but all such fractional New Shares will
be aggregated and, if possible, sold for the benefit of the Company. Fractional New Shares
will only arise in respect of the entire shareholding of a holder of the Shares regardless of the
number of existing share certificates held by such holder.



Free exchange of share certificates

Subject to the Capital Reorganisation becoming effective, which is currently expected
to be Friday, 23 September 2022, being the second Business Day immediately following
the fulfilment of the conditions set out in the section headed “Conditions of the Capital
Reorganisation” of this announcement, Shareholders may during the period from Friday, 23
September 2022 to Tuesday, 1 November 2022 (both days inclusive), submit their existing
share certificates for the Shares, which are in pink colour, to the Registrar, at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong to exchange for new share certificates for the
New Shares, which will be in green colour at the expense of the Company.

It is expected that new share certificates for the New Shares will be available for collection
within 10 Business Days from the date of submission for the exchange. Shareholders should
note that after the prescribed time for free exchange of share certificates, a fee of HK$2.50
each (or such other amount as may from time to time be specified by the Stock Exchange)
will be payable by the Shareholders to the Registrar for each share certificate for the Shares
submitted for cancellation or each new share certificate issued for the New Shares, whichever
the number of share certificates cancelled/issued is higher.

After 4:10 p.m. on Friday, 28 October 2022, existing share certificates for the Shares will
only remain effective as documents of title and may be exchanged for certificates for the New
Shares at any time but will not be accepted for delivery, trading and settlement purposes.

Arrangement on odd lot trading

In order to facilitate the trading of odd lots (if any) of the New Shares as a result of the
Capital Reorganisation, the Company will appoint a securities firm to provide matching
services, on a best effort basis, to those Shareholders who wish to acquire odd lots of the
New Shares to make up a full board lot, or to dispose of their holding of odd lots of the New
Shares.

Holders of odd lots of the New Shares should note that the matching of the sale and purchase
of odd lots of the New Shares is not guaranteed. Shareholders who are in any doubt about the
odd lots matching arrangement are recommended to consult their own professional advisers.

Details of the odd lot arrangement will be set out in the circular to be despatched to the
Shareholders.

Board lot size
As at the date of this announcement, the Shares are traded on the Stock Exchange in the

board lot size of 10,000 Shares. There will be no change to the board lot size as a result of the
Capital Reorganisation.



ADJUSTMENTS TO THE CONVERTIBLE NOTES AND THE SHARE
OPTIONS

Convertible Notes

As at the date of this announcement, the Company has Outstanding Convertible Notes in
the principal amount of HK$158,400,000 which is convertible into 720,000,000 Shares at
the conversion price of HK$0.22 per Share. Pursuant to the terms of the Convertible Notes,
the Capital Reorganisation will cause adjustments to the Current Conversion Price and/or
the number of New Shares which may fall to be allotted and issued upon exercise of the
conversion rights attaching to the Outstanding Convertible Notes. A calculation agent will
certify any adjustment which is required to be made in respect of the above as a result of the
Capital Reorganisation. Assuming that the Current Conversion Price of HK$0.22 per Share
will be adjusted to the Adjusted Conversion Price of HK$2.20 per New Share as a result of
the Capital Reorganisation becoming effective (but before the Alteration of Terms comes into
effect), the Outstanding Convertible Notes in the principal amount of HK$158,400,000 will
be convertible into 72,000,000 New Shares. Further announcement(s) will be made by the
Company regarding the final adjustment as and when appropriate.

Share Options
As at the date of this announcement, there are no outstanding share options.

Save for the aforesaid, as at the date of this announcement, the Company has no other
outstanding options, warrants or securities in issue which are convertible into or giving rights
to subscribe for, convert or exchange into, any Shares or New Shares, as the case may be.

REASONS FOR THE CAPITAL REORGANISATION

Under Rule 13.64 of the Listing Rules, where the market price of the securities of an issuer
approaches the extremities of HK$0.01 or HK$9,995.00, the issuer may be required to either
change the trading method or proceed with a consolidation or splitting of its securities.
Further, pursuant to the requirements set out in the “Guide on Trading Arrangements for
Selected Types of Corporate Actions” issued by Hong Kong Exchanges and Clearing Limited,
the expected board lot value per board lot should be greater than HK$2,000 taking into
account the minimum transaction costs for a securities trade. In view of the fact that the
Shares have been trading below HK$0.10 on average and the Shares were trading at under
HK$2,000 per board lot over the past six months (based on the closing price per Share as
quoted on the Stock Exchange), the Board proposes to implement the Share Consolidation in
order to comply with the trading requirements of the Listing Rules. The Share Consolidation
will reduce the total number of Shares currently in issue. As such, it is expected that the Share
Consolidation will bring about a corresponding upward adjustment in the trading price of the
Shares.

Based on the closing price of HK$0.023 per Share as at the date of this announcement
(equivalent to the theoretical closing price of HK$0.23 per New Share upon the Capital
Reorganisation becoming effective), the value of each board lot of the Shares is HK$230
and the theoretical market value of each board lot of the New Shares, assuming the Capital
Reorganisation had become effective, would be HK$2,300.



The Capital Reorganisation also involves the Capital Reduction whereby the par value of the
issued Consolidated Shares shall be reduced from HK$2.00 each to HK$0.10 each. Under
the laws of Bermuda, a company may not issue shares at a discount to the par value of such
shares. Accordingly, the Capital Reduction will allow greater flexibility in the pricing for any
issue of New Shares in the future.

The Board considers that (i) the Share Consolidation will reduce the transaction costs for
dealing in the Shares, including those fees which are charged with reference to the number
of board lots; (ii) the Capital Reduction and the Share Subdivision will provide the Company
with greater flexibility in possible fund raisings in the future; and (ii1) the credit in the
contributed surplus account of the Company arising from the Capital Reduction can be used to
set off the accumulated losses of the Company as permitted by all applicable laws of Bermuda
and the Bye-Laws.

As such, the Board is of the view that the Capital Reorganisation are in the interests of the
Company and the Shareholders as a whole.

It is expected that the Capital Reorganisation will facilitate the Company in potential equity
fund raising by providing flexibility in the pricing of New Shares and it is the Company’s
intention to conduct equity fund raising within the financial year of 2022 after the Capital
Reorganisation becoming effective when suitable fund-raising opportunities arise in order to
improve the financial position and support future development of the Group. The Company
will make further announcement(s) in this regard in accordance with the Listing Rules as and
when appropriate.

DEED OF FURTHER VARIATION 2022

Background

References are made to the announcements dated 23 September 2009, 14 November 2014,
17 November 2014, 14 December 2016, 12 November 2018 and 14 January 2022, and the
circulars dated 19 October 2009, 19 December 2014, 29 December 2016 and 11 December
2018 of the Company in relation to, among other things, (1) the issue of the Convertible
Notes; and (2) the alteration of certain terms and conditions of the Convertible Notes pursuant
to the Deed of Variation, the Deed of Further Variation 2016 and the Deed of Further Variation
2018.

As at the date of this announcement, the Convertible Notes in an aggregate principal amount
of HK$158,400,000, convertible into Shares at the Current Conversion Price of HK$0.22 per
Share, are outstanding and held by the Noteholder. The Outstanding Convertible Notes are
unsecured and have matured on 31 January 2022. The Company has received an irrevocable
letter of undertaking dated 13 January 2022 from the Noteholder, pursuant to which the
Noteholder has irrevocably undertaken in favour of the Company that before the Alteration
of Terms comes into effect, he will not, among others, request the Company to repay the
outstanding principal amount of the Convertible Notes and to pay any default interest and
other related sums within one year from the maturity date of 31 January 2022.



In view of the financial conditions of the Company, after arm’s length negotiations, on 11
August 2022 (after trading hours), the Company and the Noteholder entered into the Deed of
Further Variation 2022 in respect of the proposed alteration of certain terms and conditions of
the Convertible Notes.

Alteration of Terms

Set out below are the principal terms of the Deed of Further Variation 2022.
Date: 11 August 2022 (after trading hours)

Parties: (1) the Company

(11) the Noteholder

Pursuant to the Deed of Further Variation 2022, it is agreed that (i) the maturity date of the
Outstanding Convertible Notes will be extended from 31 January 2022 to 31 January 2025;
and (i1) the Adjusted Conversion Price will be further adjusted to the Conversion Price of
HK$1.00 per New Share.

In addition, the Noteholder has irrevocably undertaken that, irrespective of whether the
Alteration of Terms will become effective, he shall not exercise any of his rights under the
Convertible Notes to demand for repayment of the principal amount of the Outstanding
Convertible Notes and/or payment of any default interest and other related sums on the
Outstanding Convertible Notes for the period from 1 February 2022 to 31 January 2023
(both days inclusive), and shall forgo his right to receive, and fully release and discharge
the Company from, the payment of the default interest, if any, accrued on the Outstanding
Convertible Notes during such period.

Save for the above proposed Alteration of Terms, all other terms and conditions of the
Convertible Notes shall remain unchanged.

The Alteration of Terms was arrived at after arm’s length negotiations between the Company
and the Noteholder with reference to, among others, the existing financial condition and
resources of the Group and the prevailing market price of the Shares.

Conversion Shares

Assuming full conversion of the Outstanding Convertible Notes in the principal amount of
HK$158,400,000 at the Conversion Price of HK$1.00 per New Share, 158,400,000 New
Shares will be allotted and issued by the Company, representing:

(1) approximately 188.53% of issued share capital of the Company as at the date of the
Deed of Further Variation 2022 as adjusted for the effect of the Capital Reorganisation;
and



(i1)

approximately 65.34% of issued share capital of the Company as enlarged by the
allotment and issue of the Conversion Shares upon the Capital Reorganisation becoming
effective and the completion of the conversion of the Convertible Notes in accordance
with the conditions of the Convertible Notes as amended by the Deed of Further
Variation 2022.

Conversion Price

The Conversion Price of HK$1.00 per New Share represents:

(1)

(i1)

(111)

a premium of approximately 334.78% over the theoretical closing price of HK$0.230 per
Share as adjusted for the effect of the Share Consolidation based on the closing price of
HK$0.0230 per Share as quoted on the Stock Exchange on 11 August 2022, being the
date of the Deed of Further Variation 2022;

a premium of approximately 331.03% over the average theoretical closing price of
HK$0.232 per Share as adjusted for the effect of the Share Consolidation based on the
average closing price of HK$0.0232 per Share as quoted on the Stock Exchange for the
last five trading days up to and including the date of the Deed of Further Variation 2022;
and

a premium of approximately 332.90% over the average theoretical closing price of
HK$0.231 per Share as adjusted for the effect of the Share Consolidation based on the
closing price of HK$0.0231 per Share as quoted on the Stock Exchange for the last ten
trading days up to and including the date of the Deed of Further Variation 2022.

Conditions Precedent

The Alteration of Terms shall become effective upon the fulfilment of all the following
Conditions Precedent:

(a)

(b)

(c)

the passing of ordinary resolution(s) by the Independent Shareholders at the SGM
approving (i) the Deed of Further Variation 2022 and the transactions contemplated
thereunder and (ii) upon the exercise of the conversion rights attaching to the
Outstanding Convertible Notes, the allotment and issue of the Conversion Shares in
accordance with the conditions of the Convertible Notes as varied by the Deed of Further
Variation 2022;

the Capital Reorganisation becoming effective;
the Company having obtained the approval from holders of more than 50% of the

aggregate outstanding principal amount of HK$158,400,000 of the Convertible Notes for
the Alteration of Terms;
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(d) the Listing Committee having granted or having agreed to grant the listing of, and
permission to deal in, the Conversion Shares falling to be allotted and issued upon an
exercise of the conversion rights attaching to the Outstanding Convertible Notes in
accordance with the conditions of the Convertible Notes as amended by the Deed of
Further Variation 2022; and

(e) the Company having obtained from the Stock Exchange all requisite approval or consent
to the Alteration of Terms as set out in the Deed of Further Variation 2022.

The Alteration of Terms shall take effect on the date on which the Company notifies the
Noteholder in writing the fulfilment of the Conditions Precedent as set out above, being a date
that is not more than five business days after the fulfilment of the condition precedent last in
time to be fulfilled.

None of the Conditions Precedent can be waived. If any of the Conditions Precedent above has
not been fulfilled on or before 30 November 2022 (or such other date as may be agreed by the
parties to the Deed of Further Variation 2022 in writing), the Deed of Further Variation 2022
shall lapse and be of no further effect and none of the parties to the Deed of Further Variation
2022 will have any claim against or liability to the other parties in respect of the Deed of
Further Variation 2022 save for any antecedent breaches thereof.

As at the date of this announcement, Condition Precedent (c) above has been fulfilled.

REASONS FOR ENTERING INTO THE DEED OF FURTHER
VARIATION 2022

As reported in the 2021 Annual Report, the Group incurred a loss of approximately HK$54.2
million for the year ended 31 December 2021. Further, as at 31 December 2021, the Group’s
total assets were approximately HK$113.0 million, majority of which comprised inventories
of approximately HK$21.3 million, trade receivables of approximately HK$68.8 million
and bank balances and cash of approximately HK$9.2 million. The Board is of the view that
these assets are operational in nature and should not be liquidated for the purpose of funding
the redemption of the Outstanding Convertible Notes. As stated in the 2021 Annual Report,
the Group had net liabilities of approximately HK$102.6 million as at 31 December 2021
(including the carrying value of liability component of the Outstanding Convertible Notes of
approximately HK$156.8 million) and the Group did not forecast that it could fully redeem
the Outstanding Convertible Notes.

In this respect, the Company had negotiated with the Noteholder in relation to the alteration
of terms of the Convertible Notes. At the same time, the Company has also considered fund
raising possibility, but in view of the recent financial performance and the financial position
of the Group, the Company was unable to secure funds on acceptable terms to redeem the
Outstanding Convertible Notes.

11



The Alteration of Terms are on commercial terms as a result of arm’s length negotiations
between the Noteholder and the Company.

The Alteration of Terms, in particular the alteration in conversion price, will provide certain
incentive to the Noteholder to consider the option of converting part or all of the Outstanding
Convertible Notes into Conversion Shares of the Company. Should the Noteholder choose to
convert part or all of the Outstanding Convertible Notes into Conversion Shares, it will allow
the Company to free up and apply its financial resources for working capital and improve the
financial position of the Group by capitalising liabilities.

Pursuant to the Deed of Further Variation 2022, the maturity date of the Outstanding
Convertible Notes will be revised to 31 January 2025, which will relieve the imminent
pressure on the Company to seek urgent funding to redeem the Outstanding Convertible
Notes. Further, as the Convertible Notes are zero coupon and do not carry any interest
charges, the Company shall incur no interest payment to the Noteholder by entering into of the
Deed of Further Variation 2022.

Having considered the above, the Directors (excluding (i) the independent non-executive
Directors who will express their views after having considered the advice from the
Independent Financial Adviser; and (ii)) Ms. Li Yang who abstained from voting on the
relevant Board resolutions) are of the view that entering into of the Deed of Further Variation
2022 is in the interests of the Company and the Shareholders as a whole.

APPLICATION FOR LISTING

No application will be made by the Company for the listing of the Convertible Notes.
Application will be made to the Listing Committee for the listing of, and permission to deal
in, the New Shares and the Conversion Shares which may fall to be allotted and issued upon
conversion of the Outstanding Convertible Notes pursuant to the conditions of the Convertible
Notes as amended by the Deed of Further Variation 2022.

Subject to the granting of the listing of, and permission to deal in, the New Shares on the
Stock Exchange, as well as compliance with the stock admission requirements of the HKSCC,
upon the Capital Reorganisation becoming effective, the New Shares will be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from
the commencement date of dealings in the New Shares on the Stock Exchange or such other
date as determined by HKSCC. Settlement of transactions between participants of the Stock
Exchange on any trading day is required to take place in CCASS on the second settlement day
thereafter. All activities under CCASS are subject to the General Rules of CCASS and CCASS
Operational Procedures in effect from time to time. All necessary arrangements will be made
for the New Shares to be admitted into CCASS established and operated by HKSCC.

None of the Shares are listed or dealt on any other stock exchanges other than the Stock
Exchange, and at the time when the Capital Reorganisation becomes effective, the New Shares
in issue will not be listed or dealt on any stock exchange other than the Stock Exchange, and
no such listing or permission to deal is being or is proposed to be sought.
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MANDATE FOR THE ISSUE OF THE CONVERSION SHARES

The Company will seek the grant of a specific mandate from the Independent Shareholders
at the SGM to cater for the allotment and issue of the Conversion Shares upon conversion of
the Convertible Notes pursuant to the conditions of the Convertible Notes as amended by the
Deed of Further Variation 2022.

EFFECT ON THE SHAREHOLDING STRUCTURE OF THE COMPANY

Assuming no other changes in the issued share capital of the Company from the date of
this announcement up to the full conversion of the Outstanding Convertible Notes by the
Noteholder, the shareholding structure of the Company (i) as at the date of this announcement;
(i1) immediately upon the full conversion of the Outstanding Convertible Notes as at the
date of this announcement; (iii) immediately upon the Capital Reorganisation becoming
effective; and (iv) immediately upon the Capital Reorganisation becoming effective and the
full conversion of the Outstanding Convertible Notes at HK$1.00 per New Share upon the
Alteration of Terms becoming effective are illustrated as follows:

Immediately upon
the Capital Reorganisation

Immediately upon
the full conversion of
the Outstanding
Convertible Notes as at

Immediately upon

becoming effective and
full conversion of the

Outstanding Convertible Notes

upon the Alteration of

As at the date of this the date of this announcement the Capital Reorganisation Terms becoming effective
Name announcement (Note /) (Note 2) becoming effective (Note 2)
Number Number Number of Number of
of Shares Approx. % of Shares Approx. % New Shares Approx. % New Shares Approx. %
Mr. Li Weimin 232,863,576 2112 952,863,576 61.07 23,286,357 21712 181,686,357 74.95
Public Shareholders 607,310,638 72.28 607,310,638 38.93 60,731,064 7228 60,731,064 25.05
Total 840,174,214 100.00  1,560,174,214 100.00 84,017,421 100.00 242,417,421 100.00

Note:

1. Mr. Li is interested in 952,863,576 Shares, consisting of (i) an interest in 232,863,576 Shares beneficially
owned and held in his own name; and (ii) a derivative interest in 720,000,000 conversion Shares to
be allotted and issued upon full conversion of the Outstanding Convertible Notes issued to him by the
Company with an aggregate principal amount of HK$158,400,000.

2. It is for illustration purpose only as Mr. Li and parties acting in concert with him or successors of the
holder(s) of the Outstanding Convertible Notes individually will not directly or indirectly control or be
interested in Shares of 30% or more in the Company pursuant to the terms of the S&P Agreement.
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FUND RAISING ACTIVITIES IN THE PAST TWELVE MONTHS

The Company has not conducted any equity fund raising activities during the 12 months
immediately preceding the date of this announcement.

IMPLICATIONS UNDER THE LISTING RULES

Rule 28.05 of the Listing Rules provides that any alterations in the terms of convertible debt
securities after issue must be approved by the Stock Exchange, except where the alterations
take effect automatically under the existing terms of such convertible debt securities. As
such, an application for the approval of the Alteration of Terms will be submitted to the Stock
Exchange by the Company.

Mr. Li is interested in approximately 27.72% of the total issued share capital of the Company
and a substantial Shareholder as at the date of this announcement. As Mr. Li is a connected
person of the Company, the entering into of the Deed of Further Variation 2022 constitutes
a connected transaction of the Company under Chapter 14A of the Listing Rules. Therefore,
the entering into of the Deed of Further Variation 2022 and the transactions contemplated
thereunder are subject to reporting, announcement and the Independent Shareholders’
approval requirements pursuant to the Listing Rules.

Ms. Li Yang, the Chairman and an executive Director, is the daughter of Mr. Li. Accordingly,
Ms. Li Yang is deemed to be interested in the Alteration of Terms and therefore has abstained
from voting on the relevant Board resolutions. Apart from Ms. Li Yang, none of the Directors
has any material interest in the Alteration of Terms and is required to abstain from voting
on the Board resolutions approving the Deed of Further Variation 2022 and the transactions
contemplated thereunder.

The SGM will be convened by the Company to consider and, if thought fit, approve
the Capital Reorganisation and the Deed of Further Variation 2022 and the transactions
contemplated thereunder by way of poll. To the best knowledge, information and belief of the
Directors having made all reasonable enquiries, (i) no Shareholders will be required to abstain
from voting on the resolution(s) in relation to the Capital Reorganisation at the SGM; and
(i1) Mr. Li together with his associates will abstain from voting in respect of the resolution(s)
approving the Deed of Further Variation 2022 and the transactions contemplated thereunder at
the SGM.

The Independent Board Committee (comprising all the independent non-executive Directors)
has been established to give recommendations to the Independent Shareholders on the
Deed of Further Variation 2022 and the transactions contemplated thereunder. Frontpage
Capital Limited has been appointed as the Independent Financial Adviser to advise and give
recommendations to the Independent Board Committee and the Independent Shareholders in
respect of the Deed of Further Variation 2022 and the transactions contemplated thereunder.
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EXPECTED TIMETABLE
Despatch date of circular with notice of the SGM. ... ........... Monday, 29 August 2022

Latest date and time for lodging transfer documents
in order to qualify for attending and voting at the SGM ... ............... 4:30 p.m. on
Wednesday, 14 September 2022

Closure of register of members for the entitlement
to attend and vote at the SGM (both dates inclusive). . ... .. Thursday, 15 September 2022
to Wednesday, 21 September 2022

Latest date and time for lodging the proxy forms
forthe SGM ... ... ... 11:00 a.m. on
Monday, 19 September 2022

Date and time of the SGM . . . .. .. 11:00 a.m. on
Wednesday, 21 September 2022

Publication of announcement
of poll results of the SGM. .. ... ... ... ... ... ..... Wednesday, 21 September 2022

The following events are conditional on the fulfilment of the conditions for the
implementation of the Capital Reorganisation

Effective date of the Capital Reorganisation Friday, 23 September 2022

First day of free exchange of existing share certificates
for new share certificates for New Shares . .. ............... Friday, 23 September 2022

Dealing in New Shares commences. . .. ....... ... . ... 9:00 a.m. on
Friday, 23 September 2022

Original counter for trading in Shares in board lots
of 10,000 Shares temporarily closes ............... ... ... ... ... ... 9:00 a.m. on
Friday, 23 September 2022

Temporary counter for trading in New Shares
in board lots of 1,000 New Shares
(in the form of existing share certificates) opens. .. ..................... 9:00 a.m. on
Friday, 23 September 2022

Effective date of the Alteration of Terms
(subject to fulfilment of the Conditions Precedent) .. ....... Monday, 26 September 2022
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Original counter for trading in New Shares in board lots
of 10,000 New Shares (in the form of new share
certificates for New Shares) re-opens . .................... Monday, 10 October 2022

Parallel trading in the New Shares
(in the form of existing share certificates
and new share certificates) commences. ................... Monday, 10 October 2022

Designated broker starts to stand in
the market to provide matching services
for odd lots of New Shares ... ......... ... . .. . . . ... Monday, 10 October 2022

Designated broker ceases to stand in
the market to provide matching services
for odd lots of New Shares . ....... ... ... . . ... .. . . . . 4:00 p.m. on
Friday, 28 October 2022

Temporary counter for trading New Shares
in board lots of 1,000 New Shares
(in the form of existing share certificates) closes ....................... 4:10 p.m. on
Friday, 28 October 2022

Parallel trading in the New Shares
(in the form of existing share certificates
and new share certificates) ends ... ......... . ... . 4:10 p.m. on
Friday, 28 October 2022

Last day for free exchange of existing share
certificates for new share
certificates for the New Shares . ....... ... ... . ... . ... . .. ... .. ... 4:30 p.m. on
Tuesday, 1 November 2022

The expected timetable set out above is subject to the results of the SGM and fulfillment
of the conditions of the Capital Reorganisation and is therefore for indicative purpose only.
All times and dates in this announcement refer to Hong Kong local times and dates. Any
change(s) to the expected timetable will be announced in a separate announcement by the
Company as and when appropriate.

GENERAL

A circular containing, among other matters, (i) details of the Capital Reorganisation and
the Deed of Further Variation 2022; (ii) a letter from the Independent Board Committee
containing its recommendation to the Independent Shareholders on the Deed of Further
Variation 2022 and the transactions contemplated thereunder; (iii) a letter from the
Independent Financial Adviser containing its advice to the Independent Board Committee
and the Independent Shareholders in respect of the Deed of Further Variation 2022 and the
transactions contemplated thereunder; and (iv) the notice of the SGM, will be despatched to
the Shareholders on or before Monday, 29 August 2022.
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Shareholders and potential investors are advised to exercise caution when dealing in
the Shares, and if they are in any doubt about their position, they should consult their
professional advisers.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following words and
expressions shall have the meaning ascribed to them below:

“2021 Annual Report” the annual report of the Company for the year ended 31
December 2021

“Adjusted Conversion the conversion price of the Outstanding Convertible Notes
Price” adjusted from the Current Conversion Price as a result of
the Capital Reorganisation, being HK$2.20 per New Share
or such adjusted conversion price certified by a calculation

agent

“Alteration of Terms” the proposed alteration of certain terms and conditions of the
Outstanding Convertible Notes pursuant to terms of the Deed
of Further Variation 2022

“Approvals” being all the approvals as required in the Conditions
Precedent as set out in this announcement

“associates” has the meaning ascribed to it under the Listing Rules
“Board” the board of Directors
“Business Day” a day (excluding Saturday, Sunday, any public holiday and

any day on which a tropical cyclone warning no. 8 or above
is hoisted or remains hoisted between 9:00 a.m. and 12:00
noon and is not lowered at or before 12:00 noon or on which
a “black” rainstorm warning is hoisted or remains in effect
between 9:00 a.m. and 12:00 noon and is not discontinued
at or before 12:00 noon) on which licensed banks in Hong
Kong are generally open for business

“Bye-Laws” the bye-laws of the Company as amended from time to time
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“Capital Reduction”

“Capital Reorganisation”

“CCASS”

“Company”

“Companies Act”

“Condition(s) Precedent”

“Consolidated Share(s)”

“Conversion Price”

“Conversion Share(s)”

“Convertible Notes”

“Current Conversion Price’

b

the proposal for the reduction of the par value of the issued
Consolidated Shares from HK$2.00 each to HK$0.10 each
by cancelling the paid-up capital to the extent of HK$1.90
on each issued Consolidated Share and the cancellation
of any fractional Consolidated Share in the issued share
capital of the Company arising from the Share Consolidation
immediately after the Share Consolidation

the proposed reorganisation of the capital of the Company
by way of (i) the Share Consolidation; (ii) the Capital
Reduction; and (iii) the Share Subdivision

the Central Clearing and Settlement System established and
operated by HKSCC

Ruixin International Holdings Limited (formerly known
as Sino-Tech International Holdings Limited), a company
incorporated in Bermuda with limited liability, the issued
shares of which are listed on the Main Board of the Stock
Exchange

the Companies Act 1981 of Bermuda, as amended, modified
or supplemented from time to time

the conditions precedent under the Deed of Further Variation
2022

the ordinary share(s) of par value of HK$2.00 each in
the capital of the Company immediately after the Share
Consolidation but prior to the Capital Reduction

being HK$1.00 per New Share

the New Shares to be allotted and issued following the
exercise by the Outstanding Convertible Notes holder(s) of
his/her/their rights

the zero coupon convertible notes issued by the Company
on 16 November 2009 pursuant to the terms of the S&P
Agreement as amended by the Deed of Variation, the Deed
of Further Variation 2016 and the Deed of Further Variation
2018

being HK$0.22 per Share
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“Deed of Further Variation
2016”

“Deed of Further Variation
2018”

“Deed of Further Variation
20227

“Deed of Variation”

“Director(s)”
“Group’9
“HK$’9

“Hong Kong”

“HKSCC”

“Independent Board
Committee”

“Independent Financial
Adviser”

the deed of further variation dated 14 December 2016
entered into between the Company and the Noteholder in
relation to the alteration of certain terms and conditions of
the then outstanding Convertible Notes

the deed of further variation dated 12 November 2018
entered into between the Company and the Noteholder in
relation to the alteration of certain terms and conditions of
the then outstanding Convertible Notes

the deed of further variation dated 11 August 2022 entered
into between the Company and the Noteholder in relation to
the Alteration of Terms

the deed of variation dated 14 November 2014 entered into
between the Company and the Noteholder in relation to
the alteration of certain terms and conditions of the then
outstanding Convertible Notes

the director(s) of the Company
the Company and its subsidiaries from time to time
Hong Kong dollars, the lawful currency of Hong Kong

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

Hong Kong Securities Clearing Company Limited

a Board committee comprising all independent non-
executive Directors established to make recommendation
to the Independent Shareholders in relation to the Deed of
Further Variation 2022 and the transactions contemplated
thereunder

Frontpage Capital Limited, a corporation licensed under
the SFO to conduct Type 1 (dealing in securities) and Type
6 (advising on corporate finance) regulated activities as
defined under the SFO, being the independent financial
adviser to the Independent Board Committee and the
Independent Shareholders in respect of the Deed of Further
Variation 2022 and the transactions contemplated thereunder

19



“Independent
Shareholder(s)”

“Listing Committee”

“Listing Rules”

“Mr. Li”

“New Share(s)”

“Noteholder”

“Outstanding Convertible
Notes”

“Registrar”

“S&P Agreement”

“SFO”

“SGM”

“Share(s)”

the Shareholders excluding Mr. Li and his associates

the listing committee of the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange

Mr. Li Weimin, who is interested in approximately 27.72%
of the total issued share capital of the Company and the
Noteholder as at the date of this announcement

the ordinary share(s) of par value of HK$0.10 each in
the capital of the Company immediately after the Capital
Reorganisation becoming effective

Mr. Li, the holder of the Outstanding Convertible Notes

being the outstanding Convertible Notes in an aggregate
principal amount of HK$158,400,000 held by the Noteholder

the Hong Kong branch share registrar of the Company, being
Tricor Tengis Limited as at the date of this announcement

the sale and purchase agreement dated 13 September 2009
entered into among the Company, Top Victory Industries
Limited (which was a wholly-owned subsidiary of the
Company and the purchaser) and Mr. Li (as the vendor) in
relation to an acquisition, details of which are disclosed in
the Company’s announcement dated 23 September 2009 and
the circular dated 19 October 2009

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

the special general meeting of the Company to be convened
and, if thought fit, approve, among others, the Capital
Reorganisation and the Deed of Further Variation 2022 and
the transactions contemplated thereunder

the existing ordinary shares of HK$0.20 each in the share
capital of the Company
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“Share Consolidation’

“Share Subdivision”

“Shareholder(s)”
“Stock Exchange”
“Takeovers Code”

“%”

Hong Kong, 11 August 2022

b

the proposed consolidation of every ten (10) Shares of par
value of HK$0.20 each into one (1) Consolidated Share
of par value of HK$2.00 each in the share capital of the
Company

the proposed subdivision of each authorised but unissued

Consolidated Share with a par value of HK$2.00 into twenty
(20) New Shares with a par value of HK$0.10 each

holder(s) of the Share(s)
The Stock Exchange of Hong Kong Limited
the Hong Kong Code on Takeovers and Mergers

per cent.

By order of the Board
Ruixin International Holdings Limited
Li Yang
Chairman

As at the date of this announcement, the Board comprises Ms. Li Yang (Chairman), Mr. Huang
Hanshui and Mr. Yang Junjie as executive Directors; and Mr. Ho Chi Fai and Mr. Zhang Jue as
independent non-executive Directors.
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