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IMPORTANT

If you are in any doubt about any of the contents of this Prospectus, you should obtain independent professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for the
contents of this Prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this Prospectus.

A copy of this Prospectus, having attached thereto the documents specified in “Documents Delivered to the Registrar of Companies and Documents on Display” as set out in
Appendix V to this Prospectus, has been registered by the Registrar of Companies in Hong Kong as required by section 342C of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility
as to the contents of this Prospectus or any other documents referred to above.

The Offer Price is expected to be determined by agreement between the Sole Representative (for itself and on behalf of the Underwriters) and our Company on the Price
Determination Date, which is expected to be on or around Friday, 7 January 2022 (or such later date as may be agreed between the Sole Representative (for itself and on behalf
of the Underwriters) and our Company). The Offer Price will not be more than HK$3.45 per Offer Share and is currently expected to be not less than HK$2.05 per Offer Share
unless otherwise announced. Applicants applying for the Hong Kong Offer Shares are required to pay, on application, the maximum Offer Price of HK$3.45 per Offer Share
together with brokerage of 1%, SFC transaction levy of 0.0027%, Stock Exchange trading fee of 0.005% and Financial Reporting Council transaction levy of 0.00015%, subject
to refund if the Offer Price as finally determined is lower than HK$3.45 per Offer Share. If, for any reason, our Company and the Sole Representative (for itself and on behalf
of the Underwriters) are unable to reach an agreement on the Offer Price by Thursday, 13 January 2022, the Global Offering will not become unconditional and will not proceed.

The Sole Representative (for itself and on behalf of the Underwriters) may, with our Company’s consent, reduce the number of Offer Shares offered under the Global Offering
and/or reduce the indicative Offer Price range below that stated in this Prospectus at any time prior to the morning of the last day for lodging applications under the Hong Kong
Public Offering. In such a case, notices of such reduction will be published on the Stock Exchange’s website at www.hkexnews.hk and our Company’s website at
www.semKk.net. Further details are set out in “Structure of the Global Offering” in this Prospectus.

Prospective investors should read the entire document carefully and, in particular, should consider the matters discussed in “Risk Factors” in this Prospectus.

Pursuant to the termination provisions contained in the Hong Kong Underwriting Agreement, the Sole Representative (for itself and on behalf of the Hong Kong Underwriters)
has the right in certain circumstances to terminate the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement at any time prior to 8:00 a.m.
(Hong Kong time) on the Listing Date (such date is currently expected to be Monday, 17 January 2022). Further details of these termination provisions are set out in
“Underwriting” in this Prospectus. It is important that you refer to that section for further details.

The Offer Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”) or any state securities law in the United
States and may not be offered, sold, pledged or transferred within the United States, except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act or outside the United States in offshore transactions in accordance with Regulation S under the Securities Act.
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Your application must be for a minimum of 1,000 Hong Kong Offer Shares and in one of the numbers set out in

the table below. You are required to pay the amount next to the number you select.

No. of Hong No. of Hong No. of Hong No. of Hong

Kong Offer Amount Kong Offer Amount Kong Offer Amount Kong Offer Amount
Shares payable on Shares payable on Shares payable on Shares payable on
applied for application applied for application applied for application applied for application
HK$ HK$ HKS$ HKS$
1,000 3,484.77 15,000 52,271.57 250,000 871,192.71 4,000,000 13,939,083.30
2,000 6,969.55 20,000 69,695.41 300,000 1,045,431.25 5,000,000 17,423,854.13
3,000 10,454.32 25,000 87,119.27 400,000 1,393,908.33 6,000,000"  20,908,624.95

4,000 13,939.08 30,000 104,543.13 500,000 1,742,385.42

5,000 17,423.86 40,000 139,390.84 750,000 2,613,578.12

6,000 20,908.63 50,000 174,238.55 1,000,000 3,484,770.83

7,000 24,393.40 75,000 261,357.82 1,500,000 5,227,156.24

8,000 27.878.17 100,000 348,477.09 2,000,000 6,969,541.65

9,000 31,362.94 150,000 522,715.63 2,500,000 8,711,927.07

10,000 34,847.71 200,000 696,954.17 3,000,000 10,454,312.48

Note:

(1)  Maximum number of Hong Kong Offer Shares you may apply for.

No application for any other number of Hong Kong Offer Shares will be considered and any such

application is liable to be rejected.




EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Global Offering, we will issue
an announcement in Hong Kong to be published on the Stock Exchange’s website at
www.hkexnews.hk and our Company’s website at www.semk.net.

Time and dateVo¢ )

Hong Kong Public Offering commences . . .. ........... 9:00 a.m. on Thursday, 30 December 2021
Latest time for completing electronic applications

under eWhite Form service through the designated
website www.ewhiteform.com.hk™¢ 2 . . . ... 11:30 a.m. on Friday, 7 January 2022

Application lists open™® % . 11:45 a.m. on Friday, 7 January 2022

Latest time for (a) completing payment for
eWhite Form applications by effecting PPS
payment transfer(s) and (b) giving
electronic application instructions
to HKSCCNore ) 12:00 noon on Friday, 7 January 2022

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

Application lists close™?™ % L. 12:00 noon on Friday, 7 January 2022
Expected Price Determination Date™'* > .. .. ... . ... ... ... ... ... .. .. Friday, 7 January 2022

Announcement of the Offer Price, the level
of indications of interest in the International
Offering, the level of applications in the Hong Kong
Public Offering and the basis of allocation of
the Hong Kong Offer Shares at the website of
the Stock Exchange at www.hkexnews.hk and

our website at www.semKk.net on or before ... ......... .. .. .. .. ... Friday, 14 January 2022

The results of allocations in the Hong Kong Public
Offering (with successful applicants’ identification
document numbers, where appropriate) to be available
through a variety of channels, including:

. in the announcement to be posted at the website
of the Stock Exchange at www.hkexnews.hk and

our website at www.semk.net . ... ... ... ... ... Friday, 14 January 2022



EXPECTED TIMETABLE

Time and date™°¢ )

from the designated results of allocations website
at www.ewhiteform.com.hk/results with a

“search by ID” function from .................. 9:00 a.m. on Friday, 14 January 2022 to
12:00 midnight on Thursday, 20 January 2022

from the allocation results telephone enquiry
by calling +852 2153 1688 between 9:00 a.m. and 6:00 p.m. . ... .. Friday, 14 January 2022 to
Thursday, 20 January 2022
(excluding Saturday, Sunday and
public holiday in Hong Kong)

Share certificates in respect of wholly or partially

successful applications to be despatched or
deposited into CCASS on or beforeVore 7/(Note 9) - = L. Friday, 14 January 2022

e-Refund payment instructions/refund

cheques in respect of wholly or partially

successful applications (if applicable) or wholly

or partially unsuccessful applications to be
despatched on or beforeVore 8)(Note 9) = = Friday, 14 January 2022

Dealings in the Shares on the Stock Exchange

to commence at 9:00 a.m. on . ... .. L L Monday, 17 January 2022

The application for the Hong Kong Offer Shares will commence on Thursday, 30 December
2021 through Friday, 7 January 2022. Such time period is longer than the normal market
practice of four days. The application monies (including brokerage, SFC transaction levy, Stock
Exchange trading fee and Financial Reporting Council transaction levy) will be held by the
receiving banks on behalf of the Company and the refund monies, if any, will be returned to the
applicant(s) without interest on Friday, 14 January 2022. Investors should be aware that the
dealings in Shares on the Stock Exchange are expected to commence on Monday, 17 January
2022.

Notes:

1. All dates and times refer to Hong Kong local dates and time, except as otherwise stated.

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

3. If there is/are a tropical cyclone warning signal number 8 or above, a “black” rainstorm warning and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, 7 January 2022, the
application lists will not open or close on that day. See “How to Apply for Hong Kong Offer Shares — 10. Effect of
Bad Weather and Extreme Conditions on the Opening and Closing of the Application Lists”.

— i1 —



EXPECTED TIMETABLE

4. Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC via
CCASS or instructing your broker or custodian to apply on your behalf via CCASS should refer to “How to Apply
for Hong Kong Offer Shares — 6. Applying By Giving Electronic Application Instructions To HKSCC Via CCASS”.

5. The Price Determination Date is expected to be on or around Friday, 7 January 2022 and, in any event, not later than
Thursday, 13 January 2022. If, for any reason, we do not agree with the Sole Representative (for itself and on behalf
of the Underwriters) on the pricing of the Offer Shares by Thursday, 13 January 2022, the Global Offering will not
proceed and will lapse.

6. None of the websites set out in this section or any of the information contained on the websites forms part of this
document.

7. Share certificates will only become valid at 8:00 a.m. on the Listing Date provided that the Global Offering has
become unconditional and the right of termination described in “Underwriting — Underwriting Arrangements and
Expenses — The Hong Kong Public Offering — Grounds for Termination” has not been exercised. Investors who
trade Shares on the basis of publicly available allocation details or prior to the receipt of Share certificates or the
Share certificates becoming valid do so entirely at their own risk.

8. e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful
applications pursuant to the Hong Kong Public Offering and also in respect of wholly or partially successful
applications in the event that the final Offer Price is less than the price payable per Offer Share on application. Part of
the applicant’s Hong Kong identity card number or passport number, or, if the application is made by joint applicants,
part of the Hong Kong identity card number or passport number of the first-named applicant, provided by the
applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to a third party for
refund purposes. Banks may require verification of an applicant’s Hong Kong identity card number or passport
number before encashment of the refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card
number or passport number may invalidate or delay encashment of the refund cheque.

9. Applicants who have applied on eWhite Form for 1,000,000 or more Hong Kong Offer Shares may collect any refund
cheques (where applicable) and/or Share certificates in person from our Hong Kong Branch Share Registrar,
Boardroom Share Registrars (HK) Limited, at 2103B, 21/F, 148 Electric Road, North Point, Hong Kong from
9:00 a.m. to 1:00 p.m. on Friday, 14 January 2022 or such other date as notified by us as the date of
despatch/collection of Share certificates/e-Refund payment instructions/refund cheques. Applicants being individuals
who are eligible for personal collection may not authorise any other person to collect on their behalf. Individuals must
produce evidence of identity acceptable to our Hong Kong Branch Share Registrar at the time of collection.

Applicants who have applied for Hong Kong Offer Shares through CCASS should refer to “How to Apply for the
Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates and Refund Monies — (ii) If you apply
through CCASS EIPO service” in this Prospectus for details.

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

Share certificates and/or refund cheques for applicants who have applied for less than 1,000,000 Hong Kong Offer
Shares and any uncollected Share certificates and/or refund cheques will be despatched by ordinary post, at the
applicants’ risk, to the addresses specified in the relevant applications.

Further information is set out in “How to Apply for the Hong Kong Offer Shares — 13. Refund of Application
Monies” and “How to Apply for the Hong Kong Offer Shares — 14. Despatch/Collection of Share Certificates and
Refund Monies” in this Prospectus.

The above expected timetable is a summary only. For details of the structure of the Global Offering,
including its conditions, and the procedures for applications for Hong Kong Offer Shares, please refer to
“Structure of the Global Offering” and “How to Apply for the Hong Kong Offer Shares” in this

Prospectus, respectively.
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SUMMARY

This summary aims to give you an overview of the information contained in this Prospectus. As
it is a summary, it does not contain all the information that may be important to you and is qualified
in its entirety by, and should be read in conjunction with, the full text of this Prospectus. You should
read the entire document before you decide to invest in the Offer Shares.

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

Various expressions used in this section are defined in “Definitions” and “Glossary of
Technical Terms” in this Prospectus.

OVERVIEW

We are the second largest domestic character IP company and ranked fifth among all character IP
companies in China, in terms of character licensing revenue in 2020, and with a market share of around
2.4% according to the Frost & Sullivan Report. In terms of sales value in the character IP product
e-commerce market in China, we had a market share of around 0.6% in 2020. IPs and our brand are at the
heart of our business. The origin of our business can be traced back to 2005 when B.Duck, our iconic IP
character which we believe to be evergreen, was created by Mr. Hui, our founder, chairman, chief
executive officer and executive Director. B.Duck has received a number of awards, including the “Asian
Property of the Year” for 2016, 2018, 2019 and 2020 and the “China Property of the Year” for 2021 by
Licensing International and the “Hong Kong Premier Brand” in 2016 by The Chinese Manufacturers
Association of Hong Kong and Hong Kong Brand Development Council. Since B.Duck gained in
popularity in the HK-China Market, we have created 25 other characters, being family members and
friends of B.Duck, including but not limited to Buffy, B.Duck Baby, Dong Duck and Bath’N Duck. Our
B.Duck Family Characters are designed under the motto of “Be Playful” to appeal to a wide range of
consumers across different geographies and demographics.

OUR BUSINESS

We are principally engaged in (i) the character licensing business: the creation, design, licensing,
brand management and marketing of our self-created B.Duck Family Characters across multi-channels.
We license our B.Duck Family Characters and brands to our licensees, provide them with product design
application services and allow them to use the same in their products and services offering; and (ii) the
e-commerce and other business: the design, development, procurement and retail sales of our B.Duck
Family Characters-featured products through multi-channels.

Our Character Licensing Business

Our character licensing business can be broadly divided into five service types, namely
(i) merchandise licensing; (ii) LBE licensing; (iii) content and media licensing; (iv) promotion licensing;
and (v) design consultation, which are interrelated and complementary to each other, with each of them
being provided on a single, multi-service or integrated basis.

Our E-commerce and other Business

Our e-commerce and other business mainly involves the sale of B.Duck Family Characters-featured
products on e-commerce platforms of third parties and through offline sales channels. Seeing the
potential synergies to be generated from our character licensing business, we began to explore the
possibility of designing and selling our own products on e-commerce platforms. In 2015, we launched our
first online flagship store on Tmall, a well-known business to customer online shopping platform in
China. Following our success in the opening of such flagship store, we subsequently expanded onto other
e-commerce platforms, such as JD.com, VIP.com and HKTVmall, to offer our products and allow
customers to pay online with our products directly shipped to the customers.
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The following diagram illustrates our business model during the Track Record Period and as at the

Latest Practicable Date:

Sale of character IPs featured products developed
by our licensees and our Group

Payment of product price

Supply of character IPs featured products

Payment of product price

Payment of royalties with minimum guarantee
(in some case, excess royalties)

LICENSEE

Payment of design consultation fee

Licensing of character IPs

Provision of design consultation services

Collection of royalties/
design consultation fee
on our behalf

Provision of agency services in Solicit and
designated territory(ies) for collaborate
soliciting and collaborating with licensees
with licensees

LICENSING AGENT

(applicable to designated
overseas region/
jurisdictions only)

Settlement of licensees' royalties/
design consultation fee by
licensing agents after deducting

their commission q PRODUCT/
SERVICE FLOW

s FUND FLOW

The following table set forth a breakdown of our revenue by business segments during the Track

Record Period:

FY2018 FY2019 FY2020 6M2020 6M2021
HK$000 %  HK$'000 %  HK$'000 %  HK$000 %  HK$'000 %
(unaudited)
Character licensing
business 63,827 318 81,630 336 98,039 42.0 31,283 337 58972 476
E-commerce and
other business 137,037 68.2 161,416 664 135476 58.0 61,593  66.3 04,801 524
Total 200,864 100.0 243,046 100.0 233,515 100.0 92,876 100.0 123,773 100.0
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Revenue by business segment

Our revenue from character licensing business increased by approximately HK$17.8 million or
approximately 27.9% from approximately HK$63.8 million for FY2018 to approximately HK$81.6
million for FY2019. Such increase was mainly attributable to the increase in excess royalties charged
from our licencees as a result of their increased sales of goods or services featuring our IP characters. It
then further increased by approximately HK$16.4 million or approximately 20.1% to approximately
HK$98.0 million for FY2020, which was likewise primarily attributable to the increased excess royalties
charged from our licensees. Our revenue from character licensing business increased by approximately
HK$27.7 million or approximately 88.5% from approximately HK$31.3 million for 6M2020 to
approximately HK$59.0 million for 6M2021, which was primarily attributable to (a) an increase in the
minimum guarantee and design consultation service fee recognised by our Group, in part due to the
increase in the number of revenue generating contracts from 189 for 6M2020 to 203 for 6M2021; and
(b) the increased excess royalties charged from our licensees.

The following table sets forth the movement of our licensees (exclusive of licensing agents) we had
established business relationship with for the relevant periods in FY2018, FY2019, FY2020 and FY2021,
as at 30 June 2021 and as at the Latest Practicable Date:

As at the As at the end of As at the end of As at the end of
beginning of FY2018/beginning ~ FY2019/beginning ~ FY2020/beginning As at 30 June As at the Latest
FY2018 of FY2019 of FY2020 of FY2021 2021 Practicable Date
125 184 264 315 346 366

Our revenue from e-commerce and other business increased by approximately HK$24.4 million or
approximately 17.8% from approximately HK$137.0 million for FY2018 to approximately HK$161.4
million for FY2019. Such increase was primarily attributable to the increase in sales through e-commerce
platforms, partly as a result of our devotion of more resources on JD.com and VIP.com. It then decreased
by approximately HK$25.9 million or approximately 16.1% to approximately HK$135.5 million for
FY2020. Such decrease was primarily attributable to the outbreak of COVID-19, as well as the
downsizing of our offline sales operations. Our revenue from e-commerce and other business increased
by approximately HK$3.2 million or approximately 5.2% from approximately HK$61.6 million for
6M2020 to approximately HK$64.8 million for 6M2021, which was primarily attributable to (i) our
increase in online sales on certain e-commerce platforms including a live-streaming platform, Douyin,
which we only commenced sales during 6M2021; and (ii) increase in offline sales to a corporate customer
in Hong Kong.

OUR IP CHARACTERS

Our B.Duck Family Characters are targeted at consumers aged between 15 and 34 years old who are
brand conscious and possess qualities such as trendiness, high purchasing power, tech-savviness and
affinity with social media primarily located in Asia.
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The following table sets forth a breakdown of our revenue by IP character under our character
licensing business during the Track Record Period:

FY2018 FY2019 FY2020 6M2020 6M2021
HKS$'000 %  HK$000 % HK$000 %  HK$000 %  HK$000 %
(unaudited)
Our self-created
IP characters
B.Duck 53892 84.4 61,555 754 75,035 76.5 26,722 854 43,423 736
Buffy 6,082 9.5 8,625  10.6 7,831 8.0 1,152 37 3,251 55
B.Duck Baby 3,351 5.3 7,816 9.6 13,451 137 2,428 7.8 10,469  17.7
Bath’N Duck - - 2,319 2.8 725 0.7 357 1.1 387 0.7
Dong Duck - - 379 0.5 136 0.1 79 0.3 1,155 2.0
Licensed Characters 502 0.8 936 1.1 861 1.0 545 L7 287 0.5
63,827  100.0 81,630 100.0 98,039 100.0 31,283 100.0 58,972 100.0

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths contribute to our success and differentiate us from

our competitors:

(i) well established brand name with a vast library of self-created characters;

(ii) the second largest domestic character IP company and ranked fifth among all character IP

companies in China with a proven track record;

(iii) robust in-house character and design capabilities;

(iv) extensive licensing network with a core focus on Asia and sophisticated licensing operation;

(v) well established online sales channels; and

(vi) dedicated and seasoned management team.

See “Business — Our Competitive Strengths” in this Prospectus for further details.

OUR STRATEGIES

With the aim of further developing our business, continuing our growth and capturing the evolving
industry dynamics in view of emerging marking opportunities, we intend to pursue the following key

strategies:

(i) enhancing our brand image and awareness of our IP characters, by (a) establishing our flagship
store in Shanghai; (b) collaborating with other renowned brands and IPs; and (c) establishing
representative offices for overseas markets;

(ii) establishing our “Fans Platform”;

(iii) strengthening our new economy online sales channels;

(iv) further enhancing our in-house design capability; and

(v) broadening our character portfolio and rolling out new characters.

See “Business — Our Strategies” in this Prospectus for further details.
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OUR CUSTOMERS AND SUPPLIERS

Our customers primarily consist of (i) our licensees; (ii) our fans; and (iii) our wholesale customers.
During the Track Record Period, we had an extensive licensing network of more than 300 licensees and
seven licensing agents that covered a diverse range of consumer sectors and gained a widespread reach to
consumers across different regions, with a core focus in Asia, including the PRC, Hong Kong and SEA.

During the Track Record Period, the aggregate revenue attributable to our five largest customers
were approximately HK$28.8 million, HK$60.1 million, HK$65.3 million and HK$34.8 million, which
accounted for approximately 14.3%, 24.8%, 28.1% and 28.1% of our total revenue, respectively. For the
same periods, our largest customer in each year during the Track Record Period contributed
approximately HK$7.1 million, HK$22.5 million, HK$28.4 million and HK$14.2 million, which
accounted for approximately 3.5%, 9.3%, 12.2% and 11.4% of our total revenue, respectively. Up to the
Latest Practicable Date, we had established business relationship ranging from one to 13 years with our
five largest customers. See “Business — Our Customers” in this Prospectus for further details.

Our suppliers primarily consist of (i) OEM suppliers which mainly manufacture apparel and bags;
and (ii) licensees of our merchandise licensing service. We mainly procure apparel and bags from various
OEM suppliers located in the PRC. We have maintained stable and close relationship with our suppliers.
To a lesser extent, we also procure finished products from the licensees of our merchandise licensing
service and sell the same through our sales network.

During the Track Record Period, the aggregate purchase cost attributable to our five largest
suppliers were approximately HK$53.1 million, HK$61.0 million, HK$39.6 million and HK$30.1
million, which accounted for 97.8%, 79.6%, 73.9% and 75.5% of our total purchase cost, respectively.
For the same periods, the purchase amounts from our largest supplier were approximately HK$50.8
million, HK$51.0 million, HK$26.4 million and HK$20.6 million, which accounted for 93.4%, 66.5%,
49.3% and 51.6% of our total purchase cost, respectively. Up to the Latest Practicable Date, we had
established business relationship ranging from one to 12 years with our five largest suppliers. See
“Business — Our Suppliers” in this Prospectus for further details.

HIGHLIGHT OF RISK FACTORS
There are certain risks involved in our operations, many of them are beyond our control. Risk factors
that may materially and adversely affect our business, financial conditions and results of operations
include:
(i) substantially all our revenue is generated from our B.Duck Family Characters and any
significant adverse impacts on our B.Duck Family Characters and our other character IP rights

could materially affect our business;

(ii) we may not be able to identify and respond to the changes in trends and consumer preferences
in a timely manner;

(iii) we derived substantially all our revenue in the China market during the Track Record Period;

(iv) infringement or misappropriation claims by any third parties against us or unauthorised use of
our character IP rights may adversely affect our business and reputation; and

(v) our business relies on our ability to maintain our existing relationships with licensees and our
ability to attract new licensees to utilise our IP rights.

See “Risk Factors” in this Prospectus for a comprehensive discussion of these risks.
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SUMMARY OF CONSOLIDATED FINANCIAL INFORMATION

The following tables summarises the financial information of our Group during the Track Record
Period, details of which are set out in the Accountant’s Report in Appendix I to this Prospectus.

Consolidated Statements of Comprehensive Income

FY2018 FY2019 FY2020 6M2020 6M2021
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Revenue 200,864 243,046 233,515 92,876 123,773
Other income 3,037 6,147 8,739 3,582 4,567
Other (losses)/gains, net (1,195) (437) 3,145 (677) 361
Cost of inventories sold (69,374) (75,147) (54,910) (25,195) (27,668)
Employee benefit expenses (42,859) (51,192) (42,340) (19,900) (29,860)
Promotion costs (18,049) (20,676) (15,874) (6,870) (8,139)
Listing expenses (4,112) (8,754) (5,288) - (8,145)
Online platform usage fee (16,219) (16,957) (14,356) (6,724) (6,722)
Depreciation and amortisation (7,790) (8,606) (10,069) (5,009) (4,698)
(Impairment losses)/reversal of
impairment losses on financial
assets and contract assets (1,121) (2,216) (3,234) (1,649) 1,929
Other expenses (24,277) (27,422) (25,294) (11,157) (17,997)
Operating profit 18,905 37,786 74,034 19,277 27,401
Finance income 53 60 43 19 10
Finance costs (1,108) (1,706) (2,149) (1,168) (803)
Finance costs, net (1,055) (1,646) (2,106) (1,149) (793)
Profit before income tax 17,850 36,140 71,928 18,128 26,608
Income tax expense (7,988) (12,038) (17,380) (3,903) (9,147)
Profit for the year attributable to
owners of the Company 9,862 24,102 54,548 14,225 17,461
Other comprehensive income:
Item that may be reclassified to
profit or loss:
— Currency translation differences 242 (507) 2,050 (25) 1,414
242 (507) 2,050 (25) 1,414
Total comprehensive income for
the year attributable to the
owners of the Company 10,104 23,595 56,598 14,200 18,875
Earnings per share 9.86 24.10 54.55 14.23 17.46
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Non-HKFRS financial measures

As listing expenses are non-recurring in nature and not related to the performance of our operation,
our Directors consider that the presentation of our Group’s adjusted net profit under non-HKFRS
financial measures by eliminating the impact of listing expenses can better reflect our operational
performance during the Track Record Period. Furthermore, our management also uses the non-HKFRS
financial measures to assess our operating performance and formulate business plans. We believe that the
non-HKFRS financial measures provide useful information to the investors about our core business
operations, which they can use to evaluate our operating results and understand our consolidated results
of operations in the same manner as our management. The following table sets forth a reconciliation of
our Group’s adjusted net profit under non-HKFRS financial measures for the periods indicated to that
prepared in accordance with HKFRS measures:

FY2018 FY2019 FY2020 6M2020 6M2021
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
(unaudited)
Profit for the year attributable to
owners of the Company 9,862 24,102 54,548 14,225 17,461
Add:
Listing expenses 4,112 8,754 5,288 - 8,145
Adjusted net profit under
non-HKFRS financial measures 13,974 32,856 59,836 14,225 25,606

Having said the above, the presentation of the non-HKFRS financial measures is not intended to be
considered in isolation or as substitute for the financial information prepared and presented in accordance
with HKFRS. The non-HKFRS financial measures have limitations as analytical tools and our
non-HKFRS financial measures may differ from the non-HKFRS financial measures used by other
companies, and therefore the comparability of such information may be limited. We encourage investors
to review our financial information in its entirety.

Our revenue amounted to approximately HK$200.9 million, HK243.0 million, HK$233.5 million,
HK$92.9 million and HK$123.8 million for FY2018 to FY2020, 6M2020 and 6M2021, respectively.

The profit attributable to owners of our Company increased from approximately HK$9.9 million for
FY2018 to approximately HK$24.1 million for FY2019, and further increased to approximately HK$54.5
million for FY2020. The increase in the profit attributable to owners of our Company for FY2019
compared with FY2018 was mainly due to the combined effect of (i) the growth of our Group’s overall
revenue by approximately HK$42.2 million; and (ii) the increase in segment gross profit margin of our
e-commerce and other business from approximately 49.4% in FY2018 to approximately 53.4% in
FY2019 due to, among others, a decrease in average procurement cost per unit for apparel which in part
contributed to the higher gross profit margin of apparel, together with an increase in the sales of apparel
in FY2019, as well as the write-back of impairment of inventories recorded for FY2019 as compared to a
provision of impairment of inventories recorded for FY2018. The said increase in segment gross profit
margin and the corresponding increase in gross profit contributed to the turnaround of the segment results
of our e-commerce and other business from a loss position for FY2018 to a positive segment results for
FY2019. On the other hand, the increase in profit attributable to owners of our Company for FY2020 as
compared with FY2019 was primarily due to (i) the growth of revenue of our character licensing business,
mainly attributable to the increased excess royalties charged from our licensees; and (ii) the increase in
the gross profit margin of our e-commerce and other business from approximately 53.4% for FY2019 to
approximately 59.5% for FY2020, attributable to, among others, the fact that our sales during FY2020
focused on apparel which had higher gross profit margin as compared to other products, as well as the
higher write-back of impairment of inventories recorded for FY2020 as compared to FY2019. As
compared to 6M2020, the profit attributable to owners of our Company increased by approximately
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HK$3.2 million or 22.7% to approximately HK$17.5 million for 6M2021, which was primarily due to the
increase in revenue of our character licensing business, mainly attributable to (i) an increase in the
minimum guarantee and design consultation service fee recognised by our Group, in part due to the
increase in the number of revenue generating contracts from 189 for 6M2020 to 203 for 6M2021; and
(i) the increased excess royalties charged from our licensees.

During the Track Record Period, the major components of our cost structure were cost of inventories
sold (comprising primarily cost of inventories for our e-commerce and other business) and employee
benefit expenses. For FY2018 to FY2020, 6M2020 and 6M2021, our cost of inventories sold amounted to
approximately HK$69.4 million, HK$75.1 million, HK$54.9 million, HK$25.2 million and HK$27.7
million, respectively, and our employee benefit expenses amounted to approximately HK$42.9 million,
HK$51.2 million, HK$42.3 million, HK$19.9 million and HK$29.9 million, respectively. For further
details, please see “Financial Information — Key Factors Affecting Our Results of Operations and
Financial Condition — Cost of inventories sold and employee benefit expenses” in this Prospectus.

Selected Items of Consolidated Statements of Financial Position

As at

As at 31 December 30 June

2018 2019 2020 2021

HK$’000 HK$’000 HK$’000 HK$’000

Non-current assets 24,537 27,080 18,758 20,280
Property, plant and equipment 6,083 6,671 4,940 4,119
Right-of-use assets 10,609 11,138 5,401 6,067
Current assets 94,626 112,418 170,140 152,617
Inventories 21,768 22,840 21,448 33,755
Cash and cash equivalents 39,090 35,341 64,772 38,293
Total assets 119,163 139,498 188,898 172,897
Non-current liabilities 7,108 5,336 515 2,358
Lease liabilities 6,687 4,976 — 1,790
Current liabilities 74,103 87,615 100,238 90,969
Contract liabilities 8,211 9,486 18,177 15,910
Accruals and other payables 14,368 15,829 17,034 16,503
Borrowings 17,355 40,191 46,803 42,630
Net current assets 20,523 24,803 69,902 61,648
Total liabilities 81,211 92,951 100,753 93,327
Total equity 37,952 46,547 88,145 79,570
Total equity and liabilities 119,163 139,498 188,898 172,897
Net assets 37,952 46,547 88,145 79,570

Our net assets increased from approximately HK$38.0 million as at 31 December 2018 to
approximately HK$46.5 million as at 31 December 2019, primarily attributable to our net profit of
approximately HK$24.1 million recorded for FY2019, partially offset by the declaration of dividends of
approximately HK$15.0 million by Semk International for FY2019. Our net assets further increased to
approximately HK$88.1 million as at 31 December 2020, primarily attributable to our net profit of
approximately HK$54.5 million recorded for FY2020, partially offset by the declaration of dividends of
approximately HK$15.0 million by Semk International for FY2020. As at 30 June 2021, our net assets
decreased to approximately HK$79.6 million, which was primarily attributable to the declaration of
dividends of approximately HK$24.1 million and HK$3.4 million to Semk Cayman and ENS
International, respectively, for settlement of their considerations payable for their respective purchase of
shares from OJ VC pursuant to the Reorganisation, partially offset by our net profit of approximately
HK$17.5 million recorded for 6M2021.
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Selected Items of Consolidated Statements of Cash Flows

Cash and cash equivalents
at beginning of the year/period

Operating profit before changes in
working capital

Changes in working capital

Income tax paid

Net cash generated from operating activities
Net cash generated from/(used in)

investing activities
Net cash (used in) financing activities

Net increase/(decrease) in cash and
cash equivalents

Effect of foreign exchange rate changes
on cash and cash equivalents

Cash and cash equivalents at the end
of the year/period

Key Financial Ratios

Segment gross profit margin (%)
Net profit margin (%)

Return on equity (%)’

Return on total assets (%)@
Current ratio (times)®’

Quick ratio (times)'®

Gearing ratio (%)"”

Net debt to equity ratio (%)®

Notes:

As at 31 December As at 30 June

2018 2019 2020 2020 2021
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
32,949 34,838 25,770 25,770 60,836
29,221 47,929 85,284 24,724 30,953
(3,122) (17,070) (19,239) (8,981) (4,158)
(8,540) (10,030) (13,617) (6,068) (11,886)
17,559 20,829 52,428 9,675 14,910
1,901 (25,206) (17,626) (12,362) (5,355)
(19,028) (5,258) (1,034) 12,153 (35,367)
432 (9,635) 33,768 9,466 (25,812)
1,457 567 1,298 2 256
34,838 25,770 60,836 35,238 35,280
As at As at As at As at
31 December/ 31 December/ 31 December/ 30 June 2021/
FY2018 FY2019 FY2020 6M2021
494 53.4 59.5 57.3
4.9 9.9 23.4 14.1

26.0 51.8 61.9 N/AUO

8.3 17.3 28.9 N/AUO
1.3 1.3 1.7 1.7
1.0 1.0 1.5 1.3
45.7 86.3 53.1 53.6
N/A® 10.4 N/A® 55

(1) No gross profit margin can be determined for character licensing business segment. Segment gross profit
margin for each of the year/period is calculated based on revenue attributable to our e-commerce and other
business deducting cost of inventories sold divided by revenue attributable to our e-commerce and other
business for the respective year/period and multiplied by 100%.

(2) Net profit margin for each of the year/period is calculated based on net profit divided by revenue for the
respective year/period and multiplied by 100%.

(3) Return on equity equals profit for the year divided by total equity of the relevant year and multiplied by 100%.

(4) Return on total assets equals profit for the year divided by total assets of the relevant year and multiplied by

100%.
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(5) Current ratio is calculated based on the total current assets divided by the total current liabilities as at the end
of the respective year/period.

(6)  Quick ratio is calculated as total current assets less inventories divided by the total current liabilities as at the
end of the respective year/period.

(7)  Gearing ratio is calculated based on the total interest-bearing borrowings divided by total equity as at the
respective year/period and multiplied by 100%.

(8) Net debt to equity ratio is calculated based on net debts as at the end of the respective year/period divided by
total equity as at the end of the respective year/period and multiplied by 100%. Net debt includes all
interest-bearing borrowings (if any), net of cash and cash equivalents.

(9) Our Group was at a net cash position as the amount of cash and cash equivalents exceeded the total
interest-bearing borrowings of our Group, such that the net debt to equity rate is not applicable.

(10) The figure for 6M2021 is not meaningful as it is not comparable to the annual figure.
Segment gross profit margin

Our segment gross profit margin increased from approximately 49.4% for FY2018 to approximately
53.4% for FY2019, and further increased to 59.5% for FY2020. The increase in segment gross profit
margin from FY2018 to FY2019 was attributable to, among others, (i) the decrease in average
procurement costs per unit for apparel from approximately HK$82.5 to approximately HK$76.0, as we
enjoyed bulk purchase discounts due to the increase in procurement volume in FY2019 to cope with the
growth of our e-commerce and other business. In this connection, apparel accounted for approximately
62.0% and 65.1% of our total inventory procurement costs for FY2018 and FY2019, respectively; (ii) the
increase in our sales of apparel from approximately HK$92.9 million in FY2018 to approximately
HK$114.4 million in FY2019, which corresponded to approximately 67.8% and 70.9% of our revenue
under our e-commerce and other business for FY2018 and FY2019, respectively. In this connection,
apparel had a higher gross profit margin as compared to other products, in part due to the decrease in
average unit procurement costs for apparel in FY2019 as discussed above; and (iii) we recorded
write-back of impairment of inventories of approximately HK$0.6 million for FY2019, as opposed to a
provision for impairment of inventories of approximately HK$1.5 million for FY2018, which were
reflected in our cost of inventories sold for the corresponding periods.

The segment gross profit margin further increased to approximately 59.5% for FY2020, attributable
to, among others, (i) the fact that our sales during FY2020 focused on apparel which had a higher gross
profit margin of approximately 63.1% as compared to other products. In this connection, apparel
accounted for approximately 80.3% of our revenue under our e-commerce and other business, and
approximately 74.8% of our total inventory procurement costs for FY2020. As compared to the gross
profit margin of approximately 58.8% for FY2019, the higher gross profit margin of apparel for FY2020
was in part due to the decrease in average unit procurement cost of apparel of approximately 8.4% in
FY2020, which, as we understood from our suppliers, was mainly due to the general decrease in the costs
of raw materials such as cotton and fabrics in the PRC in the range of approximately 9.2% to 23.9% in
FY2020 as compared to FY2019 as confirmed by Frost & Sullivan; and (ii) we recorded a higher
write-back of impairment of inventories of approximately HK$2.3 million for FY2020, as compared to
that of approximately HK$0.6 million for FY2019. Our segment gross profit margin decreased from
approximately 59.1% for 6M2020 to approximately 57.3% for 6M2021, primarily attributable to the fact
that there was a provision for impairment of inventories of approximately HK$0.8 million for 6M2021,
which has been recognised as our cost of inventories sold, as opposed to the write-back of impairment of
inventories of approximately HK$1.2 million for 6M2020, such that there was an increase in our cost of
inventories sold for 6M2021 as compared to 6M2020.

10—
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Net profit margin

Our net profit margin increased from approximately 4.9% for FY2018 to approximately 9.9% for
FY2019, and further increased to approximately 23.4% for FY2020. The increase in net profit margin
from FY2018 to FY2019 was primarily attributable to (i) the turnaround of the segment results of our
e-commerce and other business from a loss position for FY2018 to a positive segment results for FY2019,
which was primarily due to (a) the increase in segment revenue by approximately HK$24.4 million or
approximately 17.7%, together with (b) an increase in segment gross profit margin from approximately
49.4% in FY2018 to approximately 53.4% in FY2019, attributable to, among others, a decrease in
average procurement cost per unit for apparel which in part contributed to the higher gross profit margin
of apparel, together with an increase in the sales of apparel in FY2019, as well as the write-back of
impairment of inventories recorded for FY2019; and (ii) the growth of the segment results of our
character licensing business from FY2018 to FY2019. The increase in net profit margin from FY2019 to
FY2020 was primarily attributable to (i) the growth of the segment results of our character licensing
business from FY2019 to FY2020 in light of its relatively higher segment profit margin; and (ii) the
increase in the gross profit margin of our e-commerce and other business from approximately 53.4% for
FY2019 to approximately 59.5% for FY2020, attributable to, among others, the fact that our sales during
FY2020 focused on apparel which had a higher gross profit margin as compared to other products, as well
as the higher write-back of impairment of inventories recorded for FY2020 as compared to FY2019.
There was a decrease in net profit margin for 6M2021 as compared to FY2020, as our profit for the first
half of a year is normally less than the second half of the same year due to seasonality factors. For further
details, please refer to “Financial Information — Key factors affecting our results of operations and
financial condition — seasonality” in this Prospectus.

Return on equity

Our return on equity increased from approximately 26.0% for FY2018 to approximately 51.8% for
FY2019, and further increased to approximately 61.9% for FY2020. The increase in our return on equity
from FY2018 to FY2019 was primarily attributable to (i) the increase in net profit for FY2019 mainly as
a result of the increase in revenue; and (ii) our declaration of dividends of approximately HK$15.0
million, partly offset by the increase in retained earnings from FY2018. The further increase in our return
on equity from FY2019 to FY2020 was primarily attributable to (i) the increase in net profit for FY2020;
and (ii) our declaration of dividends of approximately HK$15.0 million during the year, partly offset by
the increase in retained earnings from FY2019.

Return on total assets

Our return on total assets increased from approximately 8.3% for FY2018 to approximately 17.3%
for FY2019, and further increased to approximately 28.9% for FY2020. The increase in return on total
assets from FY2018 to FY2019 was primarily due to the increase in net profit for FY2019 mainly as a
result of the increase in revenue, which outweighed the increase in total assets primarily due to the
increase in trade receivables as a result of increase in excess royalties generated, which remained
unsettled as at the end of FY2019. Our return on total assets increased from FY2019 to FY2020 mainly
because there was an increase in net profit for FY2020, primarily as a result of (i) the increase in revenue
attributable to our character licensing business which generally had a higher segment profit margin than
that of our e-commerce and other business; and (ii) the increase in gross profit margin of our e-commerce
and other business from approximately 53.4% for FY2019 to approximately 59.5% for FY2020,
attributable to, among others, the fact that our sales during FY2020 focused on apparel which had a
higher gross profit margin as compared to other products, as well as the higher write-back of impairment
of inventories recorded for FY2020 as compared to FY2019, which outweighed the increase in total
assets primarily due to the increase in cash and cash equivalent resulting from an increase in revenue from
FY2019 to FY2020.
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Dividends

In FY2017, Semk International declared dividends of approximately HK$20.0 million, of which
approximately HK$10.0 million had been paid in FY2017, and the payment of the remaining balance of
approximately HK$10.0 million was effected during FY2018. For FY2019 and FY2020, dividends of
approximately HK$15.0 million and HK$15.0 million, respectively, were declared by Semk International
for distribution to its then shareholders. In addition, for 6M2021, Semk International and ENS Holdings
declared dividends of approximately HK$24.1 million and HK$3.4 million to Semk Cayman and ENS
International, respectively. On 13 September 2021, our Company declared dividends in the amount of
approximately HK$27.0 million out of our retained earnings, of which approximately HK$20.0 million
had been utilised to settle our amounts due from Semk Holdings, whereas the remaining balance of
approximately HK$7.0 million (including the balance of amounts due to Semk Holdings of
approximately HK$0.4 million as at 31 October 2021) had been fully settled as at the Latest Practicable
Date. For further details, please see “Financial Information — Dividends” in this Prospectus.

The recommendation of the payment of dividend is subject to the absolute discretion of our Board,
and, after Listing, any declaration of final dividend for the year will be subject to the approval of our
Shareholders. Our Directors may recommend a payment of dividend in the future after taking into
account our operations, earnings, financial condition, cash requirements and availability, capital
expenditure and future development requirements and other factors as they may deem relevant at such
time. Any declaration and payment as well as the amount of the dividend will be subject to our
constitutional documents and the Companies Law, including the approval of our Shareholders. Our
dividend distribution record in the past may not be used as a reference or basis to determine the level of
dividends that may be declared or paid by us in the future.

STATISTICS OF THE GLOBAL OFFERING

Based on the Based on the
indicative Offer indicative Offer
Price of HK$2.05 Price of HK$3.45
per Offer Share per Offer Share

Market capitalisation of the Shares expected
to be in issue following the completion of
the Share Subdivision, the Capitalisation Issue

and the Global Offering Vo' 1/ HK$2,050 million HK$3,450 million
Unaudited pro forma adjusted consolidated

net tangible assets per Share V¢ ) HK$0.31 HK$0.47
Notes:
1. The calculation of the market capitalisation is based on 1,000,000,000 Shares expected to be in issue following

the completion of the Share Subdivision, the Capitalisation Issue and the Global Offering.

2. The unaudited pro forma adjusted consolidated net tangible assets per Share has been arrived at after making
the adjustments referred to in “Unaudited pro forma financial information” in Appendix II to this Prospectus
and on the basis of 964,999,469 Shares were in issue (excluding 35,000,531 Shares, being the 36,270 Shares
issued to City Legend International Limited and the corresponding impact of the Share Subdivision and the
Capitalisation Issue) assuming that the Global Offering, the Share Subdivision and the Capitalisation Issue
have been completed on 30 June 2021 but takes no account of any Shares which may be issued upon the option
granted under the Share Option Scheme, any Shares which may be issued upon the exercise of the
Over-allotment Option or any Shares which may be allotted and issued or repurchased by the Company pursuant
to the general mandate to issue Shares and general mandate to repurchase Shares as described in “Share
Capital” in this Prospectus. Based on the same set of assumptions but taking into account the dividends in the
amount of approximately HK$27.0 million declared by our Company on 13 September 2021, the unaudited pro
forma adjusted consolidated net tangible assets per Share would be approximately HK$0.28 and HK$0.44,
based on the indicative Offer Price of HK$2.05 per Offer Share and HK$3.45 per Offer Share, respectively.
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USE OF PROCEEDS

The net proceeds from the issue of the Offer Shares under the Global Offering based on the Offer
Price of HK$2.75 per Share, being the mid-point of the indicative Offer Price range, are estimated to be
approximately HK$285.8 million, after deducting the estimated underwriting commission and total
expenses in the aggregate amount of approximately HK$44.2 million, paid and payable by our Company
from the gross proceeds of the Global Offering and assuming the Over-allotment Option is not exercised.
We intend to apply the net proceeds from the issue of the Offer Shares under the Global Offering in the
following manner:

. approximately HK$73.8 million or approximately 25.8% of the net proceeds will be used for
enhancing our brand image and awareness of our IP characters;

J approximately HK$73.5 million or approximately 25.7% of the net proceeds will be used for
establishing our “Fans Platform”;

. approximately HK$50.0 million or approximately 17.5% of the net proceeds will be used for
strengthening our new economy online sales channel,;

. approximately HK$33.7 million or approximately 11.8% of the net proceeds will be used for
further enhancing our in-house design capabilities to offer creative and innovative solutions;

. approximately HK$26.3 million or approximately 9.2% of the net proceeds will be used for
repaying existing indebtedness to improve the Group’s gearing ratio; and

. approximately HK$28.5 million or approximately 10.0% of the net proceeds for general
working capital.

SHAREHOLDERS’ INFORMATION
Our Controlling Shareholders

Immediately following the completion of the Global Offering, the Share Subdivision and the
Capitalisation Issue (but without taking into account Shares which may allotted and issued pursuant to
the exercise of the Over-allotment Option and any options which may be granted under the Share Option
Scheme), Semk Global will own approximately 66.32% of the issued share capital in our Company. As at
the Latest Practicable Date, Semk Global is wholly-owned by Semk Holdings, which was in turn held as
to 100% by Mr. Hui, our founder, chairman, chief executive officer and executive Director. Accordingly,
Semk Global, Semk Holdings and Mr. Hui together are a group of Controlling Shareholders of our
Company. See “Relationship with our Controlling Shareholders” in this Prospectus for further details.

Our Pre-IPO Investments

Upon the completion of the Reorganisation, the Share Subdivision, the Capitalisation Issue and the
Global Offering (but without taking into account Shares which may allotted and issued pursuant to the
exercise of the Over-allotment Option and any options which may be granted under the Share Option
Scheme), the Pre-IPO investors which consist of Top Plenty, Sky Planner, Wisdom Thinker, Unite Way
and City Legend will hold approximately 21.68% of the enlarged issued share capital of our Company.
Immediately after completion of the Global Offering, Sky Planner, Wisdom Thinker, Unite Way and City
Legend will hold approximately 13.72% of the enlarged issued share capital of the Company and will be
counted as part of the public float for the purposes of Rule 8.24 of the Listing Rules. They are subject to
six-month lock-up after the Listing Date. See “History, Corporate Structure and Reorganisation —
Investments by the Pre-IPO Investors” in this Prospectus for further details.
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LISTING EXPENSES

Assuming an Offer Price of HK$2.75 per Share (being the mid-point of the indicative Offer Price range)
and that the Over-allotment Option is not exercised, the total Listing expenses to be borne by us are estimated
to be approximately HK$44.2 million, accounting for approximately 13.4% of gross proceeds to be received
from the Global Offering, of which HK$22.6 million is directly attributable to the issue of new Shares and to
be accounted for as a deduction from the equity and the remaining amount of approximately HK$21.6
million has been or will be reflected in our consolidated statements of comprehensive income. Out of this
amount, approximately HK$5.3 million and HK$8.1 million had been charged to our profit and loss account
for FY2020 and 6M2021, respectively, and the remaining amount of approximately HK$8.2 million is
expected to be recognised in our consolidated statements of comprehensive income for FY2021. The actual
amounts to be recognised in the profit and loss of our Group or to be capitalised are subject to adjustment
based on audit and changes in variables and assumptions. These Listing expenses mainly comprise
professional fees paid and payable to the professional parties for their services rendered in relation to the
Listing and the Global Offering which are non-underwriting related expenses, including fees for legal
advisers and Reporting Accountant of approximately HK$12.0 million, and other non-underwriting-related
fees and expenses of approximately HK$12.4 million, as well as the underwriting commission (including
SFC transaction levy, Stock Exchange trading fee and Financial Reporting Council transaction levy) of
approximately HK$19.8 million, payable to the Underwriters in connection with the offering of Offer Shares
under the Global Offering.

RECENT DEVELOPMENTS AND MATERIAL ADVERSE CHANGES
Impact of COVID-19

An outbreak of COVID-19 first emerged in late December 2019 and has expanded globally. Our
Directors consider that the outbreak of COVID-19 has had the following impacts on our business, results

of operation and financial conditions:

— adecrease in the number of licensing contracts awarded during the year by licensees from 136
in FY2019 to 105 in FY2020;

—  the early termination of a total of 11 licensing contracts by our licensees during FY2020,
which resulted in a loss of outstanding contract sum of approximately HK$3.1 million;

— a decrease in revenue attributable to our e-commerce and other business by approximately
HK$25.9 million or approximately 16.1% for FY2020 compared with FY2019; and

—  some disruptions of our logistics service providers’ operations in the first quarter of FY2020.

For a detailed discussion of the impact of COVID-19 on our operations during the Track Record
Period, see “Business — Impact of outbreak of COVID-19 on our business” in this Prospectus.

According to the Frost & Sullivan Report, (i) the licensing market is expected to recover soon after
COVID-19 is contained; (ii) the ripple effect of COVID-19 on the licensing market is expected to be
limited in the long run; and (iii) the e-commerce market of character IP licensed goods is expected to
grow to HK$31.8 billion in 2025. Hence, our Directors believe that such impacts was only temporary and
short-term, and did not and will not have any material adverse effect on our Group as a whole.

—14 —



SUMMARY

Having said the above, our Directors are also aware that, since the second half of 2021, there had
been a resurgence of COVID-19 in certain part of China. We are uncertain as to whether there will be any
further waves of COVID-19 outbreaks. Even though our business operation was not materially affected
by COVID-19 at the Latest Practicable Date, we cannot predict whether the resurgence of COVID-19 will
deteriorate or whether the outbreak will continue to recur from time to time. For details, see “Risk Factors
— Risks Relating to the Business of Our Group — Extraordinary events such as natural disasters,
epidemics, contagious disease outbreaks, social unrest and terrorist attacks may significantly delay, or
interrupt our Group’s business” in this Prospectus.

Business Updates

Subsequent to the Track Record Period and up to the Latest Practicable Date, we have continued to
focus on our character licensing and e-commerce and other business and there had not been any material
change to our business model, revenue structure and cost structure.

For our character licensing business, subsequent to the Track Record Period and up to the Latest
Practicable Date, we entered into 37 new character licensing contracts and the net contract sum of
contracts awarded/terminated during such period amounted to approximately HK$23.6 million. During
the same period, 29 of our character licensing contracts were expired, and none of our character licensing
contracts was early terminated. Further, we had established business relationship with 20 new licensees
and our accumulated number of licensees (exclusive of licensing agents) was 366 as at the Latest
Practicable Date.

Prospective investors should be aware of the impact of the non-recurring listing expenses on the
financial performance of our Group for FY2021, which would be recognised as expenses in our
consolidated statements of comprehensive income, and we therefore expect to record a decrease in profit
for FY2021. For further details, please see “Summary — Listing Expenses” and “Financial Information
— Listing Expenses” in this Prospectus.

During the Track Record Period, one of the IP character licensed by our Group was alleged to have
infringed certain trademarks and IP characters of a third party character IP brand in the PRC and as a
result certain legal proceedings involving our Group and/or our licensees ensued (the “Adverse
Proceedings”). Please refer to “Business — Legal Proceedings and Compliance — Disputes and legal
proceedings relating to a third party character IP brand” in this Prospectus for further details. As at the
Latest Practicable Date, we had contingent liabilities of approximately HK$4.5 million in relation to the
Adverse Proceedings. Our Directors consider that the likelihood of materialisation of such contingent
liabilities to be minimal. For details, please refer to note 31 to the Accountant’s Report set out in
Appendix I to this Prospectus.

On 13 September 2021, our Company declared dividends in the amount of approximately HK$27.0
million out of our retained earnings, of which approximately HK$20.0 million had been utilised to settle
our amounts due from Semk Holdings, whereas the remaining balance of approximately HK$7.0 million
(including the balance of amounts due to Semk Holdings of approximately HK$0.4 million as at 31
October 2021) had been fully settled as at the Latest Practicable Date.

Save as disclosed above in this sub-section, our Directors confirm that, since 30 June 2021 and up to
the date of this Prospectus, (i) there had been no material adverse change in the market conditions or the
industry and environment in which we operate that materially and adversely affect our financial or
operating position; (ii) there had been no material adverse change in the financial or trading positions or
prospect of our Group, and (iii) there had been no event which would materially affect the information
shown in the Accountant’s Report in Appendix I to this Prospectus.
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DEFINITIONS

the following meanings.

In this Prospectus, unless the context otherwise requires, the following expressions shall have

“6M2020”
“6M2021”
“Accountant’s Report”

“affiliate(s)”

“Amended and Restated
Shareholders’ Agreement”

“Articles of Association”
or “Articles”

“ASEAN”

“associate(s)”
“Audit Committee”

“B.Duck Family Characters”

“B.Duck Fans”

“Board” or “Board of

Directors”

“Business Day(s)” or
“business day(s)”

six months ended 30 June 2020

six months ended 30 June 2021

the accountant’s report set out in Appendix I to this Prospectus

any other person, directly or indirectly, controlling or controlled
by or under direct or indirect common control with such specified
person

the amended and restated shareholders’ agreement dated 9 July
2021, entered into by and among Semk Global, the Pre-IPO
Investors and our Company

the articles of association of the Company conditionally adopted
on 20 December 2021 to take effect on the Listing Date and as
amended from time to time, a summary of which is set out
Appendix III to this Prospectus

The Association of Southeast Asian Nations, a regional
intergovernmental organisation comprising 10 countries in
Southeast Asia, namely Brunei Darussalam, Cambodia,
Indonesia, Lao People’s Democratic Republic, Malaysia,
Myanmar, Philippines, Singapore, Thailand and Vietnam

has the meaning ascribed thereto under the Listing Rules

the audit committee of the Board

all our self-created characters and IP rights under the B.Duck
Family and Friends, including but not limited to B.Duck, Buffy,
B.Duck Baby, Papa, Mama, Jack, Rice, Pinky, Teal, Ice and any
other characters and their registered names that may be developed
by our Group from time to time

fans and followers of B.Duck Family Characters

the board of Directors

a day(s) on which banks in Hong Kong are generally open for

business to the public and which is not a Saturday, Sunday or
public holiday in Hong Kong
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DEFINITIONS

“B VI”

“BVI Legal Advisers”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian

Participant”

“CCASS Investor Participant”

“CCASS Operational
Procedures”

“CCASS Participant”

“China” or “PRC”

“China Everbright Bank”

“City Legend”

the British Virgin Islands

Maples and Calder (Hong Kong) LLP, the legal advisers to our
Company as to BVI laws

the allotment and issue of Shares as referred to “A. Further
Information about our Group — 3. Resolutions of our
Shareholders” in Appendix IV to this Prospectus

the Central Clearing and Settlement System established and
operated by the HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

the operational procedures of HKSCC in relation to CCASS,
containing the practices, procedures and administrative
requirements relating to the operations and functions of CCASS,
as from time to time in force

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

the People’s Republic of China, for the purpose of this Prospectus
only, excluding Hong Kong, the Macao Special Administrative
Region of the PRC and Taiwan

China Everbright Bank Company Limited Credit Card Centre*
(F B R ERAT B 1A PR A 745 I R = 0»), a business unit of a
PRC state-owned commercial bank whose shares are listed on the
Stock Exchange and Shanghai Stock Exchange

City Legend International Limited, a limited liability company

incorporated in Hong Kong on 17 July 2015 and was indirectly
wholly-owned by OCT (Asia) as at the Latest Practicable Date
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DEFINITIONS

“close associate”

“Co-Lead Managers”

“Companies Act” or “Cayman
Companies Act”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

“connected person(s)”

“connected transaction(s)”

“Controlling Shareholder(s)”

“core connected person(s)”

Et)

“Corporate Governance Code

“COVID-19”

“Deed of Indemnity”

“Deed of Non-competition”

has the meaning ascribed to it under the Listing Rules

the co-lead managers as named in “Directors and Parties Involved
in the Goboal Offering” in this Prospectus

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

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

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

Semk Holdings International Limited (8 223 472 12 B P A PR WD),
an exempted company incorporated under the laws of the Cayman
Islands on 10 December 2020 with limited liability

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

has the meaning ascribed thereto in the Listing Rules and unless
the context requires otherwise, refers to Mr. Hui, Semk Holdings
and Semk Global, and together they are a group of Controlling
Shareholders of our Company

has the meaning ascribed thereto under the Listing Rules

the Corporate Governance Code set out in Appendix 14 to the
Listing Rules

a viral respiratory disease caused by the severe acute, respiratory
syndrome coronavirus 2, which has been declared by World
Health Organisation as a pandemic on 11 March 2020

the deed of indemnity dated 20 December 2021 entered into by
our Controlling Shareholders in favour of our Company (for itself
and as trustee for each of our present subsidiaries) to provide
certain indemnities, further information on which is set forth in
the section headed “D. Other Information — 18. Tax and other
indemnities” in Appendix VI to this prospectus

the deed of non-competition dated 20 December 2021 given by
the Controlling Shareholders in favour of our Company (for itself
and for benefit of each of the member of the Group) regarding the
non-competition undertaking, further information of which is set
out in “Relationship with our Controlling Shareholders” in this
Prospectus
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DEFINITIONS

“Douyin”

“Director(s)”

“ENS Business”

“ENS Fashion”

“ENS Hangzhou”

“ENS Holdings”

“ENS IT”

“ENS International”

“ENS Lishui”

“ENS Marketing”

Douyin (#}#), a Chinese short video social media app
the director(s) of the Company

ENS Business Development Limited (Z/2AIBAHWAA), a
limited liability company incorporated in Hong Kong on 12
August 2016 and an indirect wholly-owned subsidiary of our
Company

Shenzhen ENS Fashion Network Technology Limited* (7311 &
BR A AR A RAR), a limited liability company
established in the PRC on 22 May 2018 and an indirect
wholly-owned subsidiary of our Company

ENS Hangzhou Network Limited* (Wi/HZ & A4 A RAF]), a
limited liability company established in the PRC on 4 August
2021 and an indirect wholly-owned subsidiary of our Company

ENS Holdings Investment Limited (&R EHRAF), a
limited liability company incorporated in Hong Kong on 18
August 2015 and an indirect wholly-owned subsidiary of our
Company

ENS Internet Technology (Shenzhen) Limited* (&7 48 4%+
(GHI) AR 7)), a limited liability company established in the
PRC on 10 October 2015 and an indirect wholly-owned
subsidiary of our Company

ENS International Enterprises Ltd (&8 B EZEARAF]), a
business company incorporated with limited liability in the BVI
on 7 August 2015 and its entire issued share capital is owned as to
98% by Semk Global and 2% by Sky Planner

ENS Lishui Network Limited* (FE/KZEMHARAT), a
limited liability company established in the PRC on 31 May 2021
and an indirect wholly-owned subsidiary of our Company

ENS Marketing (Shenzhen) Limited* (ZLE 7% (I AR
), a limited liability company established in the PRC on 26 May
2009 and its entire equity interests were wholly-owned by an
Independent Third Party before its deregistration on 27 April
2020
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DEFINITIONS

“ENS Promotion”

“ENS Retailing”

“ENS Toys”

“ENS Trend”

“Extreme Conditions”

“eWhite Form”

“eWhite Form Service

Provider”

“Facebook”

“Frost & Sullivan”

“Frost & Sullivan Report”

ENS Promotion (Shenzhen) Limited* (FE3IIT 2K E A RA
F]), a limited liability company established in the PRC on 17
February 2017 and an indirect wholly-owned subsidiary of our
Company

ENS Retailing (Shenzhen) Limited* (&Il T & 3 & A FRA ),
a limited liability company established in the PRC on 23
December 2016 and an indirect wholly-owned subsidiary of our
Company

ENS Toys (Huizhou) Limited* (& FxItE (EIM) AMRAA), a
limited liability company established in the PRC on 19 January
2007 and its entire equity interests is ultimately wholly-owned by
Mr. Hui. ENS Toys provides manufacturing services for our
Group and other Independent Third Parties

Shenzhen ENS Trend Network Technology Limited* (&Il &
B AEKR AR AA), a limited liability company
established in the PRC on 21 May 2018 and an indirect
wholly-owned subsidiary of our Company

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

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online through
the designated website of the eWhite Form Service Provider at
www.ewhiteform.com.hk

the eWhite Form Service Provider designated by our
Company, as specified on the designated website at
www.ewhiteform.com.hk

a social network service, owned and operated by Facebook Inc.,
an Independent Third Party

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an
independent market research institution

an independent industry report prepared by Frost & Sullivan and

commissioned by our Company, an extract of which is set out in
“Industry Overview” in this Prospectus
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DEFINITIONS

“FY” or “financial year”

“GDP”

“General Rules of CCASS”

“Global Offering”

“GREEN Application
Form(s)”

EEINT3 EE RT3

“Group”, “we”, “our” or “us”

“HK$” or “HK Dollars”

“HK-China Market”

“HKFRSs”

“HKSCC”

“HKSCC Nominees”

“HKTVmall”

“Hong Kong Branch
Share Registrar”

“Hong Kong” or “HK”

“Hong Kong IP Legal
Advisers”

financial year of our Company ended or ending 31 December
gross domestic product

the terms and conditions regulating the use of CCASS, as may be
amended or modified from time to time and where the context so
permits, shall include the CCASS Operational Procedures

the Hong Kong Public Offering and the International Offering

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

our Company and our subsidiaries or, where the context so
requires, in respect of the period before our Company became the
holding company of our present subsidiaries, the entities which
carried on the business of our Group at the relevant time

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong market and the China market, which, for the
avoidance of doubt, exclude the Macao Special Administrative
Region of the PRC and Taiwan for the purpose of this Prospectus
Hong Kong Financial Reporting Standards, including Hong Kong
Accounting Standards and Interpretations promulgated by the
Hong Kong Accounting Standards Board

Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

hktvmall.com, a Hong Kong business-to-consumer platform
within its consumer e-commerce website

Boardroom Share Registrars (HK) Limited

the Hong Kong Special Administrative Region of the PRC

Hogan Lovells, the legal advisers to our Company as to certain
matters relating to Hong Kong IP laws
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DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Offer Shares”

“Hong Kong Underwriters”

“Hong Kong
Underwriting Agreement”

“Independent Third

Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

the offer of Hong Kong Offer Shares for subscription by the
public in Hong Kong at the Offer Price (plus brokerage of 1%,
SFC transaction levy of 0.0027%, Stock Exchange trading fee of
0.005% and Financial Reporting Council transaction levy of
0.00015%) on the terms and subject to the conditions described in
this Prospectus, as further described in “Structure of the Global
Offering — The Hong Kong Public Offering” in this Prospectus

the 12,000,000 Shares initially to be offered by the Company for
subscription pursuant to the Hong Kong Public Offering at the

Offer Price, subject to reallocation as described in “Structure of
the Global Offering”

the underwriters for the Hong Kong Public Offering as listed out
in “Underwriting”

the Hong Kong underwriting agreement dated 29 December 2021
relating to the Hong Kong Public Offering entered into among the
Company, the Controlling Shareholders, Mr. Hui, the Sole
Sponsor and the Hong Kong Underwriters, as further described in
“Underwriting” in this Prospectus

an individual(s) or a company(ies) who is/are or which is/are not
connected with (within the meaning of the Listing Rules) any
Directors, chief executive or substantial sharecholders (within the
meaning of the Listing Rules) of the Company or any of its
subsidiaries or any of their respective associates and not
connected person(s) of our Company

the 108,000,000 Shares being initially offered for subscription
under the International Offering together, where relevant, with
any additional Shares that may be issued by our Company
pursuant to any exercise of the Over-allotment Option, subject to
adjustment and reallocation as described in “Structure of the
Global Offering” in this Prospectus

the conditional placing of the International Offer Shares by the
International Underwriters for and on behalf of our Company to
institutional, professional, corporate and other investors in Hong
Kong and elsewhere in the world outside the United States at the
Offer Price in accordance with Regulation S, as further described
in “Structure of the Global Offering” in this Prospectus

the underwriters of the International Offering
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DEFINITIONS

“International Underwriting
Agreement”

“IP(S)”

“ISA Global”

“JD.com”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

“Kafutoy Industrial”

“Latest Practicable Date”

“Licensed Characters”

“Licensing International”

“Listing”

the international underwriting agreement relating to the
International Offering and expected to be entered into by, among
others, our Company, the Controlling Shareholders, the Sole
Representative and the International Underwriters on or about the
Price Determination Date, as further described in “Underwriting
— International Offering” in this Prospectus

intellectual property(ies)

ISA Global Licensing Limited (& & B FBEABRAR]), a
limited liability company incorporated in Hong Kong on 19
August 2008 and its issued share capital is owned as to 60% by
Mr. Hui and 40% owned by Ms. Lam Ngan Shan, the spouse of
Mr. Hui. ISA Global is a property holding company

jd.com, a Chinese business-to-consumer platform within its
consumer e-commerce website

the joint bookrunners as named in “Directors and Parties Involved
in the Global Offering” in this Prospectus

the joint global coordinators as named in “Directors and Parties
Involved in the Global Offering” in this Prospectus

the joint lead managers as named in “Directors and Parties
Involved in the Global Offering” in this Prospectus

Kafutoy Industrial Company Limited (3% & f3 HEARAFA), a
limited liability company incorporated in Hong Kong on 28
September 1993 and its issued share capital is owned as to 50% by
Mr. Hui Pak Shun and as to 50% by Ms. Ng Pui Ching, the parents
of Mr. Hui. Kafutoy Industrial is a property holding company

21 December 2021, being the latest practicable date for the
purpose of ascertaining certain information in this Prospectus
prior to its publication

the characters which our Group are licensed to use for the
purposes stated in the respective licensing agreements entered

into between our Group and the licensors from time to time

Licensing International (formerly known as International
Licensing Industry Merchandisers’ Association)

the listing of the Shares on the Main Board of the Stock Exchange
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DEFINITIONS

“Listing Committee”

“Listing Date”

“Listing Rules”

“Litigation Legal Advisers”

“Memorandum of
Association” or
“Memorandum”

“Mr. Hui”

“Nanjing Overseas Chinese
Town”

“Nomination Committee”

“OCT (Asia)”

“OCT Limited”

“Offer Price”

“Offer Shares”

the listing committee of the Stock Exchange

the date, expected to be on Monday, 17 January 2022, on which
dealings in the Shares first commence on the Main Board of the
Stock Exchange

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented or
otherwise modified from time to time

Chungs Lawyers in association with DeHeng Law Offices, the
legal advisers to our Company as to Hong Kong laws in respect of
certain litigation matters

the memorandum of association of our Company (as amended
from time to time), a summary of which is set out in Appendix 11
of this Prospectus

Mr. Hui Ha Lam, our founder, chairman, chief executive officer,
executive Director and one of our Controlling Shareholders

Nanjing Overseas Chinese Town Industrial Development Co.
Ltd.* (g 5t HEAGIE 248 B A FR/A 7)), under a PRC state-owned
tourism and property development group which is engaging in
theme park operation business. Its parent company is listed on the
Shenzhen Stock Exchange

the nomination committee of the Board

Overseas Chinese Town (Asia) Holdings Limited, a limited
liability company incorporated in the Cayman Islands and whose
shares are listed on the Main Board of the Stock Exchange (Stock
Code: 3366)

Shenzhen Overseas Chinese Town Co., Ltd, a limited liability
company established in the PRC whose shares are listed on the
Shenzhen Stock Exchange (Stock Code: 000069.5S7)

the final Hong Kong dollar price per Offer Share (exclusive of
brokerage, SFC transaction levy, Stock Exchange trading fee and
Financial Reporting Council transaction levy) at which the Offer
Shares are to be subscribed for pursuant to the Global Offering, as
further described in “Structure of the Global Offering” in this
Prospectus

the Hong Kong Offer Shares and the International Offer Shares
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DEFINITIONS

“OJ VC”

“Over-allotment Option”

“PRC Company Law”

“PRC government” or “State”

“PRC Legal Advisers”

“PRC IP Legal Advisers”

“Pre-IPO Investors”

“Premier Noble”

“Price Determination Date”

0J VC Limited, a limited liability company incorporated in Hong
Kong on 28 March 2013 and its entire issued share capital was
indirectly owned as to 50% by Mr. Wong Chung Mang Jonah and
as to 50% by Ms. Lo Sze Man (who is the spouse of Mr. Wong
Chung Mang Jonah) prior to its divestment of its shareholding in
Semk Cayman and ENS International

the option granted by our Company under the International
Underwriting Agreement, pursuant to which the Sole
Representative may require us to allot and issue up to an
aggregate of 18,000,000 additional new Shares (representing 15%
of the total number of the Offer Shares initially available under
the Global Offering), if any, as further described in “Structure of
the Global Offering” in this Prospectus

the Company Law of the PRC (H % A RILFNE A L), as
adopted by the Standing Committee of the National People’s
Congress (2 AN RAAE K& HHZ B &) on 29 December 1993,
and latest amended on 26 October 2018

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

Beijing Zhong Lun Law Firm (Shenzhen Office), the legal
advisers to our Company as to PRC laws

Guangdong Team Source Law Firm, the legal advisers to our
Company as to PRC IP laws

Top Plenty, Wisdom Thinker, Sky Planner, Unite Way and City
Legend

Premier Noble Limited, a limited liability company incorporated
in the BVI on 28 May 2015 and the entire issued share capital of
which was wholly-owned by Mr. Yan Kam Cheong prior to its
divestment of its shareholding in Semk Cayman

the date on which the Offer Price will be fixed for the purposes of
the Global Offering expected to be on or about Friday, 7 January
2022, or such later date as agreed between the Company and the
Sole Representative, but in any event no later than Thursday,
13 January 2022
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DEFINITIONS

“Regal Hotels”

“Regulation S”

“Remuneration Committee”

“Renminbi” or “RMB”

“Reorganisation”

“SEA”

“Semk BVI”

“Semk Cayman”

“Semk Fuzhou”

“Semk Global”

“Semk Holdings”

Regal Hotels International Holdings Ltd (Stock Code: 0078), a
limited liability company incorporated in Bermuda and whose
shares are listed on the Main Board of the Stock Exchange

Regulation S under the U.S. Securities Act
the remuneration committee of the Board
Renminbi, the lawful currency of the PRC

the corporate reorganisation arrangements undergone by our
Group in preparation for the Listing, details of which are set out
in “History, Corporate Structure and Reorganisation” in this
Prospectus

Southeast Asian countries including Brunei Darussalam,
Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar,
Philippines, Singapore, Thailand and Vietnam

Semk (BVI) Limited, a business company incorporated in the BVI
with limited liability on 10 December 2020 and an indirect
wholly-owned subsidiary of our Company

Semk International Holdings Limited (%27 B FE#E B A FRA A,
an exempted company incorporated under the laws of the Cayman
Islands on 20 February 2017 with limited liability and its entire
issued share capital is owned as to 86.81% by Semk Global,
10.99% by Top Plenty and 2.20% by Sky Planner

Semk Trading (Fuzhou) Co. Ltd* (841 5 & (#8IH) A R
/3 7)), a limited liability company incorporated in the PRC on 14
September 2018 and an indirect wholly-owned subsidiary of our
Company

Semk Global Investment Ltd (fEZAIRIRKLEHIRAA), a
business company incorporated with limited liability in the BVI
on 31 July 2015, which is indirectly wholly-owned by Mr. Hui.
Semk Global is one of our Controlling Shareholders

Semk Products (Holdings) Limited (ZRFHzE fh (£ H) A R A,
a limited liability company incorporated in Hong Kong on 20
January 2009 and is directly wholly-owned by Mr. Hui. Semk
Holdings is one of our Controlling Shareholders
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DEFINITIONS

“Semk Hong Kong”

“Semk International”

“Semk Investment”

“Semk Licensing”

“Semk Products”

“Semk Shenzhen”

“SFC” or “Securities and
Futures Commission”

“SFO” or “Securities and

Futures Ordinance”

“Shares(s)”

“Share Exchange Agreement”

Semk Global Marketing Limited (S M &5#HEARAF), a
limited liability company incorporated in Hong Kong on 20 June
2007 and an indirect wholly-owned subsidiary of our Company

Semk International Enterprises Ltd (8475 R >EAHRAF]), a
business company incorporated with limited liability in the BVI
on 7 August 2015 and a direct wholly-owned subsidiary of our
Company

Semk Holdings Investment Limited ({8 # I EHBRAF]), a
limited liability company incorporated in Hong Kong on 18
August 2015 and an indirect wholly-owned subsidiary of our
Company

Semk Licensing (Shenzhen) Ltd* (f221 7% (%) ARA A, a
limited liability company established in the PRC on 14 March
2016 and an indirect wholly-owned subsidiary of our Company

SEMK PRODUCTS LIMITED (#F}7E A RAF), a limited
liability company incorporated in Hong Kong on 14 November
2001 and an indirect wholly-owned subsidiary of our Company

Semk Brand Management (Shenzhen) Co., Ltd* (FxF}dh 4 2
(GEYI) AR A, a limited liability company established in the
PRC on 10 October 2015 and an indirect wholly-owned
subsidiary of our Company before its deregistration on 24 January
2019

the Securities and Futures Commission of Hong Kong

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

means ordinary share(s) in the capital of our Company of par
value of US$0.01 each before the Share Subdivision and of par
value of US$0.000025 each after the Share Subdivision

the share exchange agreement dated 25 February 2019 entered
into amongst Semk Global, OJ VC, Top Plenty, Wealthy Smart,
Premier Noble and Sky Planner (as the transferors) and Semk
Cayman (as the transferee)
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DEFINITIONS

“Share Option Scheme”

“Share Subdivision”

“Shareholder(s)”

“Shareholders’ Agreement”

“Sky Planner”

“Sole Sponsor” or “China
Everbright Capital Limited”

“Sole Representative”, or
“China Everbright
Securities” or “Stabilising
Manager”

“South Korea”

the share option scheme conditionally adopted by our Company
on 20 December 2021, the principal terms of which are
summarised in “Statutory and General Information — D. Other
Information — 15. Share Option Scheme” set out in Appendix IV
to this Prospectus

the subdivision of each issued and unissued ordinary share in the
capital of our Company of par value of US$0.01 into 400 ordinary
shares of par value of US$0.000025 each to be effected
immediately prior to the Capitalisation Issue and completion of
the Global Offering, further information on which is set forth in
“History, Corporate Structure and Reorganisation — B. Part 2:
Reorganisation of e-commerce and other business — (ix) Increase
in the authorised share capital of our Company, Share
Subdivision, Capitalisation Issue and Global Offering” in this
Prospectus

holder(s) of the Shares(s)

the shareholders’ agreement dated 15 April 2021, entered into by
and among Semk Global, Top Plenty, Sky Planner, Wisdom
Thinker, Unite Way and our Company, which was superseded by
the Amended and Restated Shareholders’ Agreement

Sky Planner Investments Limited, a business company
incorporated with limited liability in the BVI on 8 March 2017
and which was owned by Mr. Tsang Kin Chung Terry as to 50%
and Mr. Tsang Kin Ho as to 50% as at the Latest Practicable Date

China Everbright Capital Limited, a corporation licensed under
the SFO and permitted to carry out Type 1 (dealing in securities),
Type 4 (advising on securities) and Type 6 (advising on corporate
finance) regulated activities under the SFO, being the sole
sponsor to the Listing

China Everbright Securities (HK) Limited, a corporation licensed
under the SFO and permitted to carry out Type 1 (dealing in
securities), Type 4 (advising on securities), Type 6 (advising on
corporate finance) and Type 9 (asset management) regulated
activities under the SFO, being the sole representative of the
Global Offering

the Republic of Korea which constitute the southern part of the
Korean Peninsula
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“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiary(ies)”

“substantial shareholder(s)”

“Takeovers Code”

“Taxation”

“Tmall”

“Top Plenty”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“Unite Way”

a stock borrowing agreement expected to be entered into on or
about the Price Determination Date between the Stabilising
Manager and Semk Global, pursuant to which the Stabilising
Manager may borrow up to 18,000,000 Shares from Semk Global

The Stock Exchange of Hong Kong Limited
has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules

the Code on Takeovers and Mergers and Share Buy-backs, as
amended, supplemented or otherwise modified from time to time

all forms of tax, duty, rate, levy, charge or other imposition or
withholding whenever created, imposed or arising and whether of
Hong Kong or elsewhere, including all forms of profit tax,
provisional profit tax, interest tax, salaries tax, property tax, tax
on capital gains, sales and value added tax, estate duty, death
duty, inheritance tax, capital duty, stamp duty, payroll tax,
withholding tax, rates, customs and other import and exercise
duties, and generally any tax, duty, impost, levy or rate or any
amount payable to the revenue, customs of fiscal authorities
whether in Hong Kong or elsewhere

tmall.com, a Chinese business-to-consumer platform within its
consumer e-commerce website

Top Plenty Limited (5% A /2 ), a limited liability company
incorporated in Hong Kong on 22 March 1994 and was indirectly
wholly-owned by Wong’s International as at the Latest
Practicable Date

FY2018, FY2019, FY2020 and 6M2021
the Hong Kong Underwriters and the International Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

Unite Way Investment Holding Limited (&% &#EMA KA
), a business company incorporated with limited liability in the
BVI on 15 March 2021 and which was wholly-owned by Mr. Lee
Yi Kei as to 51% and Mr. Ho Kin Wan as to 49% as at the Latest
Practicable Date
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DEFINITIONS

“U.S.” or “USA” : the United States of America

“U.S. Securities Act” : U.S. Securities Act of 1933, as amended, supplemented or
otherwise modified from time to time

“US$” or “US Dollars” : United States dollars, the lawful currency of the United States

“VIP.com” : vip.com, a Chinese e-commerce website which offers branded
products at discounts to retail prices with various product
categories

“Wealthy Smart” : Wealthy Smart Investments Limited, a business company

incorporated with limited liability in the BVI on 20 December
2016 and which was indirectly wholly-owned by Regal Hotels
prior to its divestment of its shareholding in Semk Cayman

“Wisdom Thinker” : Wisdom Thinker Limited, a business company incorporated with
limited liability in the BVI on 3 January 2020 and which was
wholly-owned by Dr. Lee Ka-kit as at the Latest Practicable Date

“Wong’s International” : Wong’s International Holdings Limited, a limited liability
company incorporated in Bermuda and whose shares are listed on
the Main Board of the Stock Exchange (Stock Code: 0099)

“%” :  per cent

In this Prospectus, the names of Chinese laws and regulations, governmental authorities,
organisations, institutions, enterprises, natural persons or other entities (including certain of our
subsidiaries) or awards and certificates have been included in this Prospectus in both the Chinese and
English languages and in the event of any inconsistency, the Chinese language version shall prevail. The
English translation of company names in Chinese which are marked with “*” is for identification

purposes only.

Unless expressly stated or the context requires otherwise: (i) amounts and percentage figures,
including share ownership and operating data in this Prospectus, may have been subject to rounding
adjustments. Accordingly, totals of rows or columns of numbers in tables may not be equal to the apparent
total of the individual items; and (ii) solely for your convenience, this Prospectus contains translations of
certain US$ into HK$ and RMB into HK$ at specified rates. You should not construe these translations as
representations that US$ and RMB could actually be, or have been, converted into HK$ at the rate
indicated or at all. Unless we indicate otherwise, the translations of HK$ into US$ and RMB into HK$
have been made at the rates of HK$7.75 into US$1.00 and RMB$0.85:HK$1.00, respectively.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this Prospectus
as they relate to our Company and are used in this Prospectus in connection with our business or us.
These terms and their given meanings may not correspond to standard industry definitions.

“3D9s

“augmented reality” or “AR”

“app(s)”

“CAGR”

“Double-Eleven”

“evergreen character(s)”

“excess royalty”

[l

“Generation Z” or “Gen Zers’

“GMV”

“IT”

“Key opinion leaders” or
“KOLS”

“LBE developers”

“licensing agent(s)”

“Location-based
entertainment” or “LBE”

three dimensions, i.e. height, width and depth that are used to render an
object into a three-dimensional representation

overlaying of digital content is blended with the real world that allows
a consumer to interact with both the real world and digital elements or

augmentations

computer programme(s) designed to run on a mobile device such as a
phone/tablet or watch

compound annual growth rate
the online promotional event held by Alibaba Group annually

a character that remains popular in the market for a substantial period
of time

a payment made by a licensee to a licensor to obtain the licensing rights
in the event the cumulative royalty amount exceeds the minimum
guarantee

the youngest generation cohort who were born between 1995 and 2009
gross merchandise value
information technology

individuals with a significant number of followers that are able to
influence their followers and others

developers, owners and operators of LBE destinations and venues

a company that develops and manages licensing programmes for brand
owners or licensors, and manufacturers or licensees. The primary role
of the agent is to bring the two parties together to consummate
licensing agreements in return for a share of the royalties

any kind of entertainment that is tied to a particular outdoor or indoor
attractions and leisure destinations, such as theme parks, activity
parks, amusement parks, shopping arcades and malls, entertainment
centres, cinemas and theatres, sport venues and other commercial
leisure venues, etc.
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GLOSSARY OF TECHNICAL TERMS

“MCNS”

“minimum guarantee”

“SKU(S)”

“style guide(s)”

“territory(ies)”

“virtual reality” or “VR”

multi-channel networks, which refer to agencies that work with content
creators and assist them in areas such as audience development,
content programming, content creator collaborations, digital rights
management, monetisation and sales

an advance payment made by a licensee to a licensor to obtain the
licensing rights; it is usually non-refundable but recoupable or shall be
set-off against the royalty payable

a stock keeping unit which is an identification code assigned to a
product or service to identify the price, product options and
manufacturer of the merchandise

a manual (book, CD ROM or website) produced by licensors, which
provides information, creative direction and design assets to guide
licensees in the development of products or articles, packaging and
collateral materials. Style guides typically include corporate identity
information, typography, colour palettes, licensable assets, packaging
guidelines, legal requirements and other pertinent information

the geographic area(s), typically defined by country, in which a
licensor grants a licensee the right to produce, distribute, sell and/or

provide the licensed products or services

computer-generated stereo visuals which entirely surround the
consumers, entirely replacing the real world environment around them
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FORWARD-LOOKING STATEMENTS

This Prospectus contains forward-looking statements. When used in this Prospectus, the words

[P 2

aim”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “going forward”, “intend”, “may”,
“might”, “plan”, “propose”, “seek”, “should”, “target”, “will”, “would” and the negative of these words
and other similar expressions, as they relate to our Group or our management, are intended to identify
forward-looking statements. These forward-looking statements include, without limitation, statements

relating to:

. our business strategies and our operating and expansion plans;

. our objectives and expectations regarding our future operations, profitability, liquidity and

capital resources;

. future events and developments, trends and conditions in the industry and markets in which we

operate or plan to operate;

o our ability to control costs;

J our ability to identify and successfully take advantage of new business development

opportunities; and

. our dividend policy

Such statements reflect the current views of our management with respect to future events,
operations, profitability, liquidity and capital resources, some of which may not materialise or may
change. Actual results may differ materially from information expressed or implied by the forward-
looking statements as a result of a number of uncertainties and factors, without limitation, the risks

factors set out in “Risk Factors” and the following:

. changes in the laws, rules and regulations applicable to us;

d general economic, market and business conditions in the PRC and Hong Kong, including the
sustainability of the economic growth in the PRC and Hong Kong;

. changes in the regulatory environment and general outlook in the future development, trends

and conditions in the markets which we export our products to;

. changes or volatility in interest rates, foreign exchange rates, equity prices or other rates or
prices;
. business opportunities and expansion that we may pursue;

. our ability to identify, measure, monitor and control risks in our business, including our ability

to improve our overall risk profile and risk management practices; and

. other factors beyond our control.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have any obligation
to update or otherwise revise the forward-looking statements in this Prospectus, whether as a result of
new information, future events or otherwise. As a result of these and other risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this Prospectus might not occur
in the way we expect, or at all. Accordingly, you should not place undue reliance on any forward-looking
information. All forward-looking statements contained in this Prospectus are qualified by reference to the
cautionary statements set forth in this section as well as the risks and uncertainties discussed in “Risk

Factors”.

In this Prospectus, statements of or references to our intentions or those of any of our Directors are

made as at the date of this Prospectus. Any such intentions may change in light of future developments.

—34 —



RISK FACTORS

An investment in our Shares involves various risks. You should carefully consider all the
information in this Prospectus and, in particular, the risks and uncertainties described below before
making an investment in our Shares.

The occurrence of any of the following events could materially and adversely affect our
business, financial condition, results of operations or prospects. If any of these events occur, the
trading price of our Shares could decline and you may lose all or part of your investment. You should
seek professional advice from your relevant advisers regarding your prospective investment in the
context of your particular circumstances.

RISKS RELATING TO THE BUSINESS OF OUR GROUP

Substantially all our revenue is generated from our B.Duck Family Characters and any significant
adverse impacts on our B.Duck Family Characters and our other character IP rights could

materially affect our business

Substantially all our revenue is generated from our B.Duck Family Characters. During the Track
Record Period, revenue attributable to our B.Duck Family Characters accounted for approximately
99.2%, 98.9%, 99.0% and 99.5% of our total revenue for our character licensing business, respectively.
According to the Frost & Sullivan Report, consumers may lose their interest in those IPs which were
attractive to them in their childhood, and old IPs and characters may not be able to attract the current
generation of children. In particular, B.Duck was created 16 years ago in 2005. We cannot assure you that
B.Duck and our other IP characters will remain popular and will attract as many consumers and fans from
new generations as in the past. As our Directors expect our Group will continue to derive a significant
amount of revenue from our B.Duck Family Characters, should there be (i) any reduction in the number of
fans and consumers for our B.Duck Family Characters; (ii) any decrease in the popularity of our B.Duck
Family Characters; (iii) any failure of us to make improvements, upgrades or enhancements to our
B.Duck Family Characters in a timely manner; or (iv) any other adverse developments specific to our
B.Duck Family Characters, our business, financial condition and results of operations could be adversely
affected.

Our Directors believe that the popularity and strong awareness of our character IP rights,
particularly for B.Duck, contribute to a wider consumer and fan base and thus the drive of our business
growth. Therefore, maintaining and enhancing the popularity are crucial to the continuous success of our
characters in retaining and attracting new consumers and fans which will lead to the continuous growth of
our business. Any unfavourable feedback on the image or publicity of our B.Duck Family Characters,
such as negative comments on different media on any products, contents or events associated with our
B.Duck Family Characters, may affect the popularity of our B.Duck Family Characters.
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We may not be able to identify and respond to the changes in trends and consumer preferences in a
timely manner

Our Directors believe our business success depends on our ability to anticipate future trends and
preferences of consumers and fans which change from time to time, hence our ability to design and
launch new or rebranded characters matching the appetites of the consumers and fans, and to address their
evolving needs and preferences. Our business activities include our design consultation service which we
generate tailor-made designs and style guides to jointly develop products and content with our licensees
and the development and sale of our B.Duck Family Characters-featured products. While our business
performance highly depends on the success of our licensees’ and our own products, content or services, if
our design is not accepted by the end consumers resulting in poor sale performance, it may affect our
business growth. Therefore, any failure to accurately anticipate the trends and react to prevailing
consumer preferences in a timely manner could adversely affect our business growth, which may in turn
have a material adverse effect on our business, financial condition and results of operations.

We derived substantially all our revenue in the China market during the Track Record Period

Our revenue generated in the China market amounted to approximately HK$182.3 million,
HK$224.2 million, HK$227.2 million and HK$119.2 million, respectively, during the Track Record
Period which accounted for approximately 90.8%, 92.3%, 97.3% and 96.3% of our total revenue,
respectively. We expect this situation to continue in the near future. Accordingly, our business, results of
operations and financial conditions are, to a significant degree, subject to economic developments in the
China market. The Chinese economy differs from the economies of most developed countries in many
aspects, including the extent of government involvement, level of development, growth rate, control of
foreign exchange, and allocation of resources. The Chinese government continues to exercise significant
control in regulating industry developments, allocating resources, controlling payment of foreign
currency-denominated obligations, setting monetary policy, and providing preferential treatment to
particular industries or companies. The economy of the China market has experienced significant growth
over the past decade. If we experience any difficulty in maintaining our business in the China market or
any downturn in the China market or its economic conditions generally, it could have a material adverse
effect on our results of operations and financial conditions.

Infringement or misappropriation claims by any third parties against us or unauthorised use of our
IP rights may adversely affect our business and reputation

Our success depends largely on our ability to use and develop our design abilities and expertise
without infringing the IP rights of third parties and our ability to protect our IP rights.

Although we take prudent measures to ensure the originality of our creation to avoid claims arising
from copying, sometimes independent creations may still constitute infringement of certain IP rights.
Therefore, as much as we would endeavour to avoid any infringement dispute, we cannot assure you that
third parties will not assert IP claims against our Group or our licensees during the course of our
operation. The validity and scope of such IP claims often involve complex legal and factual issues and
analyses, which entail uncertainty and ambiguity. Depending upon whether the claim involves our key
characters or merely accessory works, the nature of the IP right involved, the extent of use of the design
in dispute and the applicable law, an adverse infringement decision could subject our Group to significant
liability to third parties, and require our Group to indemnify our licensees for damages with related costs
incurred, seek licenses from third parties or otherwise subject our Group to injunctions which prohibit the
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further use of the design in dispute. During the Track Record Period, one of the IP characters licensed by
our Group was alleged to have infringed certain trademarks and IP characters of a third party character IP
brand in the PRC and as a result certain legal proceedings involving our Group and/or our licensees
ensued (the “Adverse Proceedings”). Please refer to “Business — Legal Proceedings and Compliance”
in this Prospectus for details of certain legal proceedings initiated by third parties against our Group
during the Track Record Period and up to the Latest Practicable Date, in particular, the sub-section
“— Disputes and legal proceedings relating to a third party character IP brand” for a detailed discussion

of the Adverse Proceedings.

Where registration of IP rights is possible and is a prudent and cost-effective measure to secure
protection, our Group will do so after seeking professional advice. However, whilst registration will
usually confirm ownership and subsistence of rights, some registrations can still be challenged due to
prior existing rights. We cannot assure you that our IP registrations are complete or are invulnerable. In
addition to IP registrations and laws against all third parties at large, we also rely on contractual
restrictions through licensing agreements, employment agreements and confidentiality provisions to

protect our IP rights in Hong Kong, the PRC and other jurisdictions against entities we work with.

If there is any unauthorised use of our IP rights, such as counterfeit products or products using
confusingly similar designs, trademarks or other IP rights, our business, in particular, the distinctiveness
and image of our characters would be harmed and it would lead to reduced consumer confidence and
therefore a loss of sales for our licensees. As mentioned above, we rely upon our IP registrations and the
applicable IP laws to protect our IP rights. Besides the fact that registrations may still be subject to
challenge, some IP rights are not registrable and the question and extent of similarity between our IP
rights and what we consider to be infringements may be subjects of contention. Moreover, the IP laws
regarding character merchandising is a growing area. Hence, unless the infringement is an obvious copy,

there are often risks in enforcement actions.

During the Track Record Period, our PRC IP Legal Advisers initiated approximately 124, 618, 587
and 192 evidence-related proceedings including preservation of evidence, and lawsuits against infringers,
respectively. The related costs incurred were approximately HK$0.7 million, HK$2.3 million, HK$1.5
million and HK$0.2 million, respectively, and we obtained compensation of approximately HK$1.0
million, HK$3.3 million, HK$1.4 million and nil, respectively, in respect of the lawsuits and settlements
prior to and after the initiation of the lawsuits. Furthermore, during the Track Record Period, our other
legal advisers initiated approximately 56, 1,334, 1,024 and 176 evidence-related proceedings including
preservation of evidence, and lawsuits against infringers, respectively. The related costs incurred were
approximately HK$14,000, HK$0.6 million, HK$0.2 million and HK$48,000, respectively, and we
obtained compensation of approximately HK$2,000, HK$0.4 million, HK$0.3 million and HK$59,000,
respectively, in respect of the lawsuits and settlements prior to and after the initiation of the lawsuits.
Although litigation carries risks and requires costs and the diversion of our resources, our Directors
consider that our Group must take actions to properly enforce our IP because a failure to do so,
particularly those IP rights relating to the distinctives of our characters, could have a material adverse
impact on our reputation, business, financial conditions, results of operations and prospects as well as

severely compromising our competitive position.
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Our business relies on our ability to maintain our existing relationships with licensees and our
ability to attract new licensees to utilise our IP rights

We grant our licensees the right to use our character IPs in different categories, and provide support
of design specifically to the needs and requests of the licensees. We work with licensees to generate
revenue, and to increase the popularity of B.Duck Family Characters. We ride on the popularity of our
licensees, their customer base, brand image and market position to increase our awareness in the market
and thus the revenue and growth of our business. The visibility and publicity of B.Duck Family
Characters would be enhanced when associated with a well-known licensee. However, our Directors
believe that the end consumers may be critical of the products, content or services for a wide variety of
reasons. There is no guarantee that our licensees will be able to maintain their popularity or brand image,
or able to maintain the marketability of the products, content or services associated with B.Duck Family
Characters. If we are not able to acquire preferable licensees, or our licensees are not able to continuously
meet consumer’s expectations, our business, financial conditions and results of operations could be

adversely affected.

Our ability to continue to grow our revenue and profit depends in large part on our ability to
maintain our existing relationships with licensees and our ability to attract new licensees to utilise our
character IP rights. We rely on our reputation in the character licensing industry as well as our marketing
and promotional activities (including social media viewing statistics) to attract licensees to use our
character IP rights. We cannot guarantee that our IP rights will remain attractive. Moreover, if our design
team is not able to assist the customers to apply satisfactorily the character IP rights onto their products,
content or services, or, for any other reasons, the products, content or services associated with our
character IP rights are not well received by end-users, it may be difficult for us to maintain the

relationship with our licensees.

With regard to the existing licensing agreements between our Group and the licensees, if we fail to
comply with the terms of such agreements, or if we fail to remedy any such breach in a timely manner, the
licensees are entitled to terminate their relevant licensing agreements prior to the expiry. Also, in the
event that any licensees choose not to renew their respective licensing agreements upon expiry for any
reason, we cannot assure you that we can successfully attract new licensees as replacement. As a result of
such breach of or failure to renew the licensing agreements, our business, profitability, financial position

and results of operations may be materially and adversely affected.

We rely on the contractual terms as set forth in the licensing agreements entered into between us and
our licensees to manage the use of our IPs by our licensees. Our licensees are authorised to use our IPs
only in the scope set out in the licensing agreements and we require our licensees to protect our IPs and
reputation. If our licensees fail to comply with their obligations under the relevant licensing agreements
or use our IPs in any way that violates the requirements stipulated in the licensing agreements, such
breach or misuse may damage our brand, reputation, business and financial position, and our results of

operations may therefore be materially and adversely affected.
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Our future growth in our e-commerce and other business depends largely on third-party
e-commerce platforms

Our e-commerce and other business relies on a range of third-party e-commerce platforms, such as
Tmall, JD.com, VIP.com and HKTVmall. During the Track Record Period, our revenue generated from
e-commerce platforms amounted to approximately HK$120.2 million, HK$138.9 million, HK$129.9
million and HK$62.2 million, respectively. To take advantage of the rapid growth of China’s online retail
market so as to further expand our market share, we plan to further expand our online presence and
strengthen our existing market position. We intend to continue working with various third-party
e-commerce platforms, which provide us with access to a broad online customer base, and may develop
new products exclusively for sale on these platforms. We believe that maintaining a strong position on the

popular e-commerce platforms helps to improve our brand visibility and awareness.

However, we may not be successful in any of the following respects. If we are unable to effectively
expand our e-commerce and other business, our growth potential and profitability could be materially and
adversely affected. The success of the expansion of our e-commerce and other business depends on a

number of factors, including but not limited to:

. our ability to maintain relationships with the third-party e-commerce platforms;

. the consumer traffic on our online stores on the third-party e-commerce platforms;

. our ability to respond to the changes in Internet and mobile penetration, as well as the online
marketing industry in the PRC;

. the reliability of the third-party e-commerce platforms;

. the availability of related network infrastructure, such as online payment platforms; and

. our ability to develop new products exclusively for sale on these online platforms.

Nevertheless, we have no direct control over the sales activities of the third-party e-commerce
platforms we partner with. The third-party e-commerce platforms may seek to improve their profitability
by various means, including lower pricing. If we are required to lower prices or accept other requirements
that are not favourable to us, it may affect the sales performance of our products, which in turn affect our

business prospect.

Our IP rights may not be adequately protected by our IP protection policies and measures

Our Directors believe that IP rights are critically important to our success and our competitive
position, therefore IP protection policies and measures are imposed to protect our IP rights and to assure
the ownership of our character IP rights. See “Business — Our major IP protection measures” in this
Prospectus for further details. We review our IP protection measures on a regular basis and from time to
time to enhance the degree of protection. However, we cannot assure you that the actions we have taken
can stop all infringements of our IP rights.
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As part of our IP protection policies, we have filed trademark applications in the jurisdictions in
which our Directors believe to be our principal or targeted markets. Some of our trademark applications
are being processed by the relevant government authorities. The IP application and registration policies
and procedures in different jurisdictions may differ. For example, the PRC basically adopts a
“first-to-file” principle with respect to trademarks and this has resulted in a grave trademark squatting
problem. We have situations where third parties have applied for or obtained trademark registrations of
our characters or adaptations of our character and these have blocked the registration and use of our own
trademarks. Therefore, we have to take further actions to either oppose those applications or invalidate
the registrations. We cannot assure you that we will be able to have all IPs (including characters)
registered in all the designated jurisdictions. If we fail to register, we may not be able to use the IP
without risk of infringement and even if we can use the same, we may have difficulty in enforcing such IP
rights against infringement by third parties, and this could have a material adverse impact on our

business, financial conditions and operating results.

Due to the recognition and popularity of our IPs, particularly our characters, we expect we have to
deal with counterfeits and infringements as part of our normal business operation. See “Infringement or
misappropriation claims by any third parties against us or unauthorised use of our IP rights may adversely
affect our business and reputation” in this section for further details.

Any loss of our senior management and failure to attract and retain qualified personnel could affect
our operations and growth prospects

The design talent, experience and leadership of our senior management team are critical to the
success of our business. Our future success depends substantially on the continued services of our
executive officers, in particular, Mr. Hui, our founder, chairman, chief executive officer, executive
Director and Controlling Shareholder, created our signature character B.Duck and has successfully led
our Group to our present market position in the HK—China Market. In addition, the other members of our
senior management team have substantial experience and expertise in our business and have made

significant contributions to our growth and success.

The unexpected loss of services of one or more of these executive officers and senior management,
or if they are unable or unwilling to continue to serve their present positions, we might not be able to
replace them easily or at all. In addition, if any of the executive officers and senior management joins a
competitor or forms a competing company, our Group may lose expertise and key professionals. Our
executive officers and senior management could develop characters and operate character licensing
business that could compete with our Group. Each of these executive officers and senior management of
our Group has entered into an employment agreement with non-competition clauses with our Group.
However, if any dispute arises between our Group and our executive officers and senior management, our
Directors consider that these non-competition provisions may not be enforceable. If any of these were to
happen, the competitive position and business prospects of our Group may be materially and adversely
affected.
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Extraordinary events such as natural disasters, epidemics, contagious disease outbreaks, social
unrest and terrorist attacks may significantly delay, or interrupt our Group’s business

Our business, financial and results of operations may be materially and adversely affected by any
adverse economic conditions due to extraordinary events beyond our control in the HK—China Market
where we operate, such as natural disasters, epidemics, contagious disease outbreaks, social unrest or

terrorist attacks which may significantly delay, or interrupt our Group’s business.

Since the end of December 2019, the outbreak of COVID-19 has materially and adversely affected
the global economy. See “Business — Impact of outbreak of COVID-19 on our business” for further
details on the impact of COVID-19 on our business operation. We cannot assure you that there will not be
serious outbreak of COVID-19 or other highly contagious disease in the future in the HK—China Market,
or the precautionary measures against infectious diseases will be effective. Since the second half of 2021,
there had been a resurgence of COVID-19 in certain parts of China. We are uncertain as to whether there
will be any further waves of COVID-19 outbreaks. Even though our business operation was not materially
affected by COVID-19 as at the Latest Practicable Date, we cannot predict whether the resurgence of
COVID-19 will deteriorate or whether the outbreak will continue to recur from time to time. If such a
serious outbreak were to recur, together with any resulting restrictions on travel and/or imposition of
quarantines which may materialise and persist for a substantial period, it could have a negative impact on
the economy conditions and business activities in the HK—China Market, which could in turn have a
material adverse impact on our business, financial conditions, results of operations, performance and

prospects.

Failure in product quality control and manufacturers’ non-compliance may adversely affect our
business

We engage third-party manufacturers to manufacture our products which are sold on the
e-commerce platforms. Although we have a quality control system in place in respect of the raw materials
used, production process and finished products, we may not have effective control over those third-party
manufacturers on their strict compliance with our specifications and instructions. See “Business — Our
e-commerce and other business” for further details. If they do not comply with our specifications and we
are not able to discover such non-compliance immediately, we may be exposed to product liability claims,
administration penalties and/or revocation of business licence which may in return cause damage to our

reputation and adversely affect our business, financial condition and results of operation.

If a consumer, user or bystander gets injured by a product that is defective or unreasonably
dangerous, the manufacturer or relevant parties in the supply chain can be held responsible for that injury.
As a result, we have been, and will continue to be, subject to potential personal injury, product liability
and property damage claims and disputes arising out of our products. Although we may have legal
grounds against the manufacturers for any such claims and disputes, attempting to enforce our rights
against them may be expensive, time-consuming and ultimately futile.
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Furthermore, although our agreements with our manufacturers contain confidentiality obligations,
and we have adopted internal policies to protect our character IP rights and designs for manufacturing our
products from leakage, or from being copied, we cannot guarantee the effectiveness of these efforts. Any

leakage or plagiarism of our products could be detrimental to our business.

Our business and growth rely on our ability to retain, motivate and hire a sustainable number of

qualified employees

Our Directors believe that our design capabilities are critical to our success. Our ability to continue
to grow our business and deliver effective service to our customers depends on our ability to attract and
retain qualified and professional employees, who are, in particular, able to effectively provide
tailor-made design services and create popular characters. We rely on our experienced and professional
design team, which plays a critical role in providing our design consultation services. As at the Latest
Practicable Date, we had over 80 designers. Since the demand and competition for talent is intense in the
character branding industry, particularly for designers and artists etc., we cannot assure you that we will
be able to attract, hire and retain a sufficient number of creative personnel, including but not limited to
designers and artists, to continue to support our business, and our business and growth could suffer if we
fail to do so. We may need to offer higher compensation and other benefits in order to attract and retain a
substantial design team in the future, which could increase our compensation expenses and operation

costs.

We may not adhere to our timetable for launching new characters or rebranding existing ones, and
the new or rebranded characters may not be commercially successful in generating revenue for our
Group

We plan to expand our character portfolio by rolling out new characters or rebranding certain
existing characters appealing to different people with different tastes in order to remain competitive and
maintain sustainability. However, the progress depends on a number of factors, including market
sentiment and general economic condition. We cannot assure you that we will be able to meet the
expected timetable. In addition, there is no guarantee that the newly created characters will be well
received by the market and become profitable to our Group. There are many factors that may contribute to
the success and popularity of new or rebranded characters which we cannot control or estimate
accurately. In the event that we fail to anticipate and adapt to future trends, new tastes and end users’
preferences, or fail to plan and organise marketing and promotional activities effectively, or fail to
differentiate the newly created or rebranded characters from the characters of our competitors, our newly
created or rebranded characters might not be popular and profitable to our Group. If our newly created or
rebranded characters are not commercially successful, we may not be able to recover relevant marketing
and promotion costs, which could be significant. As such, failure to successfully launch new or rebranded
characters on a timely basis, or at all, would adversely affect our business, financial conditions and
results of operations.
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We work with licensing agents to market and license our character IP rights in certain countries

In addition to our own resources, we develop some overseas markets other than the HK—China
Market by entering into licensing agency agreements with various licensing agents. We work with these
licensing agents to market and license our IP rights, to negotiate and monitor the licensees in those
markets. As we do not manage the licensees directly, we may not be able to exercise adequate control over
the marketing and day-to-day business operations of the licensing agents and the licensees, and may not
be able to effectively respond to the market. If the licensing agents fail to market our IP rights adequately,
it may adversely affect our business, profitability and results of operations. Besides, even though we have
in place quality control measures to monitor the quality of products or services provided by our licensees,
there is no assurance that our licensing agents will be able to consistently monitor the application of our
specifications and instructions by the relevant licensees and detect all deficiencies in the relevant services
or products. In the event that the licensing agents and/or the licensees engaged by them do not comply
with our quality control measures and we are not able to discover such non-compliance in time, any
negative incident or negative publicity concerning the services/products bearing our IP characters/brands
may have a material adverse impact on our reputation, business, financial condition and results of
operations.

We also work with our licensing agents in collecting royalties from licensees in overseas markets. If
our licensing agents fail or delay in collecting from the licensees, or if we fail to collect royalties from
licensees or from our licensing agents within the relevant credit period, our cash position, liquidity,
financial condition and results of operations may be materially and adversely affected.

There is no assurance that the licensing agency agreements entered into with our licensing agents
will be extended or renewed after their respective expiration, and there is no assurance that such extended
or renewed agreements will be under the same terms and conditions favourable to us. In addition, if any
of our licensing agents breaches its obligations under any of these agreements or refuses to extend or
renew it when the term expires, we may lose all or a portion of the licensee base we have developed
through the licensing agents. Any failure of the above could have a material adverse effect on our
reputation, business, financial conditions and results of operations.

We work with third-party logistics service providers to deliver our products

We deliver products from our warehouses to our customers by land transportation through
independent third-party logistics service providers. We primarily engage third-party logistics service
providers to transport our products, which typically bear the risks and losses associated with the delivery.
Disputes with or termination of the contractual relationships with one or more of our logistics service
providers could result in delayed delivery of products or increased costs. There can be no assurance that
we will be able to continue or extend the relationship with our existing logistics service providers on
terms acceptable to us, or that we will be able to establish relationships with new logistics service
providers to ensure accurate, timely and cost-efficient delivery services. If we are unable to maintain or
develop good and stable relationships with the logistics service providers, it may inhibit our ability to
offer products in sufficient quantities, on a timely basis, or at prices acceptable to our consumers. In
addition, as we do not have any direct control over the logistics service providers that we partner with, we
cannot guarantee their quality of services. These logistics services could be affected or interrupted by
natural disasters, accidents, transportations disruptions, including special or temporary restrictions or
closing of facilities or transportation networks due to regulatory or political reasons, or labour unrest or
shortages. If there is any delay in delivery, damage to products or any other issues during their logistic
services, our sales, business operations and brand image may be adversely affected.
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The use of third-party manufacturers to manufacture products presents risks to our business

Historically, we have worked with third party OEM manufacturers for majority of our products. As
a result, in case there is a loss or unavailability of one of our major manufacturers, albeit temporary, our
business, financial conditions and results of operations would be adversely affected. Although our
Directors believe that we have the ability to replace our manufacturers if necessary, any such move may
be time-consuming and costly. If we fail to shift manufacturers in time, our sales and profitability could
be reduced. Establishing relationships with new manufacturers and having them worked on similar terms
with matching quality may be difficult as well. We may also be required to seek out additional
manufacturers in response to the increasing demand for our products in the future, as our current
manufacturers may not have the capacity to increase production. If we fail to receive a material portion of
the products made by our manufacturers, or if we fail to shift manufacturers, our sales and profitability
could be significantly reduced.

We are exposed to the credit risk in relation to our trade receivables

There is no assurance that our customers will meet their payment obligations on time, in full or at
all, or that our Group’s average trade receivables turnover days will not increase. For the Track Record
Period, our trade receivables turnover days were 12, 20, 46 and 53 days, respectively. As at 31 December
2018, 2019 and 2020 and 30 June 2021, the balance of our Group’s trade receivables amounted to
approximately HK$5.9 million, HK$20.2 million, HK$38.3 million and HK$33.6 million, respectively.
We may also fail to detect changes to the credit risk in relation to our trade receivables over time. We
cannot guarantee our Group will be able to successfully collect any or all of the debts due, and any failure
on the part of our Group’s customers to timely settle the amounts due to us may adversely affect our
Group’s financial condition and operating cash flows. If we fail to adequately manage our credit risks,
bad debt expenses may ensue, which could adversely affect our business, results of operations and
financial condition. The provisions for impairment on our trade receivables, which represent the
provision for expected credit loss arising from trade receivables, were approximately HK$0.9 million,
HK$2.4 million and HK$2.5 million, respectively, for FY2018 to FY2020. On the other hand, we
recorded a net reversal of impairment losses on trade receivables of approximately HK$1.2 million for
6M2021.

We are exposed to risks of obsolete and slow-moving inventory which may adversely impact our
cash flow and liquidity

The demand for our merchandise which we offer under our e-commerce and other business is highly
dependent on our consumers’ preferences, which are beyond our control. If we cannot manage our
inventory level efficiently, our liquidity and cash flow may be adversely affected. Further, if we fail to
offer products that meet our customers’ requirements in the future, the volume of obsolete and
slow-moving inventory may increase and we may need to either sell off such inventory at a lower price or
make provision for such inventory, in the event of which our financial position and results of operations
may be materially and adversely affected. As at 31 December 2018, 2019 and 2020, and 30 June 2021, our
inventories amounted to approximately HK$21.8 million, HK$22.8 million, HK$21.4 million and
HK$33.8 million, respectively. Our average inventory turnover days were 157 days, 108 days, 147 days
and 181 days for FY2018 to FY2020 and 6M2021, respectively.
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If we fail to recoup the minimum guarantee from our licensees, our contract assets may be subject

to write-down

Our contract assets during the Track Record Period primarily represented the unbilled amount
resulting from our character licensing business when revenue recognised exceeds the amounts billed to
our customers. Our contract assets amounted to approximately HK$19.0 million, HK$15.7 million,
HK$21.3 million and HK$16.5 million as at 31 December 2018, 2019 and 2020, and 30 June 2021,
respectively, which accounted for 16.0%, 11.3%, 11.3% and 9.5% of our total assets as at the respective
dates. Our ability to recoup the unbilled amount depends on whether the relevant licensee adheres to the
licensing contract and pays us the royalties. If we fail to recoup our unbilled amount, our contract assets
may be subject to provision or write-down. We perform regular review of the contract assets and
provision of the contract assets will be made when our Group is not expected to collect the amounts due.
The provisions for impairment on our contract assets, which represent the provision for expected credit
loss arising from contracts assets, were approximately HK$0.2 million and HK$0.7 million for FY2018
and FY2020, respectively. On the other hand, we had a reversal of impairment losses on contract assets of
approximately HK$0.2 million and HK$0.7 million for FY2019 and 6M2021, respectively.

Failure to fulfil our obligations in respect of contract liabilities could materially and adversely

affect our results of operation, liquidity and financial position

Our contract liabilities represent our obligations to provide the contracted services to customers.
Our contract liabilities mainly arise from the advance payment relating to minimum guarantee made by
our customers while the underlying services have yet to be provided. As at 31 December 2018, 2019 and
2020, and 30 June 2021, we had contract liabilities of approximately HK$8.2 million, HK$9.5 million,
HK$18.2 million and HK$15.9 million, respectively.

Our ability to fulfil our obligations in respect of contract liabilities is affected by the validity and
availability of the intellectual property rights which we license to our customers. If we are not able to
fulfil our obligations with respect to our contract liabilities, the amount of contract liabilities will not be
recognised as revenue. As a result, our results of operations, liquidity and financial position may be

materially and adversely affected.

Our business, financial condition and results of operations may be materially and adversely
affected by seasonality

The demand for our products is subject to seasonal fluctuations and may affect our revenue. We
typically experience higher sales for our e-commerce and other business in the fourth quarter of each
year, particularly during major e-commerce campaigns such as the Double-Eleven and “Double-12 Day”.
As to our character licensing business, we generally experience higher royalty income in the second half
of each year. As such, our operating results during the aforesaid periods should not be taken as an
indication of our performance for the entire financial year. Hence, prospective investors should be aware

of these seasonal fluctuations when making any comparison of our operating results.
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Increasing employee benefit expenses may adversely affect our profitability and thus have an
adverse impact on our results of operations

Employee benefit expenses are one of our key operational costs and are expected to further increase
to support our growing business. For the Track Record Period, our employee benefit expenses were
approximately HK$42.9 million, HK$51.2 million, HK$42.3 million and HK$29.9 million, respectively,
representing approximately 24.0%, 25.6%, 26.0% and 31.4% of our total operating expenses (comprising
employee benefit expenses, depreciation and amortisation, promotion costs, online platform usage fee,
cost of inventories sold and other expenses) for the respective periods.

Our in-house design capabilities are fundamental to the success of our business. In order to sustain
our business growth, we intend to continue hiring and retaining talented employees such as designers,
licensing managers and other personnel to grow our business. Hence, employee benefit expenses are
expected to increase which may adversely affect our profitability and results of operations, and such
impact might be further intensified by any adjustment of required payment for retirement benefit scheme,
mandatory fund and social security funds. We may not be able to generate sufficient income to cover the
increase in employee benefit expenses to maintain our competitiveness in the market. As a result,
increase in employee benefit expenses may reduce our profitability and adversely affect our business,
financial conditions and results of operations.

Our marketing efforts may not be successful

Our Directors believe that brand recognition is a key factor in consumers’ purchasing decision, and
our success relies on the popularity of our characters and the size of our fan base. We promote the
characters by a variety of promotional and marketing activities to increase brand recognition, as well as
to increase our presence in the markets. We interact on social media with consumers and B.Duck Fans,
and collect feedback. During the Track Record Period, our promotion costs amounted to approximately
HK$18.0 million, HK$20.7 million, HK$15.9 million and HK$8.1 million, respectively. We plan to
further increase our marketing efforts to broaden the appeal of our character portfolio, which will lead to
increased promotion costs. However, we cannot assure you that the efforts will be well received by
consumers, effective and efficient in maintaining the appeal of our characters, and increase the licensing
opportunities. If our marketing efforts are ineffective, or if we fail to attract more licensees, or if our
promotion cost and operating cost grow faster than our sale, our business, financial conditions and results
of operations may be adversely affected.

We might not be able to obtain licensing rights of popular character IP rights and might not be able
to accurately assess their popularity

We obtained Licensed Characters from renowned international brand owners and licensors. We only
obtain the Licensed Characters from brand owners that we believe to be of remarkable popularity and
which, in our view, have great potential for commercial success. There is no assurance that there is an
availability of popular character IP rights designed and/or owned by third parties which we can license, or
that these character IP rights owners are willing to engage us as a licensing agent. We may also fail to
accurately assess the popularity of the characters which our Group licenses and their potential for
success. In addition, some of our existing licensing agreements of the Licensed Characters could be
terminated by the licensors. There is no assurance that the licensing agreements would be renewed upon
expiry. If any of these were to happen, the business, financial conditions and results of operations of our
Group would be adversely affected.
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There is no assurance that our business strategies and future plans will be successfully implemented

The successful implementation of our business strategies and future plans may be hindered by risks
set out in this section and is subject to numerous factors, including but not limited to our ability to adapt
to changing industry and market trends, the availability of management, design talents and financial
resources, and our ability to retain our existing customers and attract new customers. As set out more
details in “Future Plans and Use of Proceeds” in this Prospectus, we intend to, among other things,
building our own fans platform and enhancing our brand image and awareness of our characters drive
growth in existing character licensing business. We may fail to anticipate and adapt to the competitive
conditions or change from time to time. Accordingly, we may not generate positive return or may even
incur substantial loss or encounter unforeseen factors which may affect our financial performance. In
addition, there is no assurance that we will be able to successfully implement our business strategies or
future plans. Even if our business strategies or future plans are implemented, there is no assurance that we
will be able to achieve our planned expansion and our business, growth, financial conditions and results

of operations may be adversely affected.

Our historical financial information may not be indicative of our financial performance in the

future

For the Track Record Period, our revenue amounted to approximately HK$200.9 million, HK$243.0
million, HK$233.5 million and HK$123.8 million, respectively, while our profit attributable to owners
were approximately HK$9.9 million, HK$24.1 million, HK$54.5 million and HK$17.5 million,
respectively. Our adjusted net profit under non-HKFRS financial measures were approximately HK$14.0
million, HK$32.9 million, HK$59.8 million and HK$25.6 million, respectively, for FY2018 to FY2020
and 6M2021.

However, the historical financial information of our Group is a mere analysis of our past
performance only and does not have any positive implication or may not necessarily reflect our financial
performance in the future which will depend on our capability to secure new business opportunities and
to control our costs. Further, external factors may affect our development which will add uncertainty to
our business. We may not be able to maintain our historical growth rate, revenue and profit margin in the
future for various reasons, including but not limited to the economic conditions of Hong Kong and the
PRC, the general industry trend, the behaviour of consumers, more intensified competition with industry
players and failure in estimating and controlling costs. There is no assurance that we will be able to
sustain and achieve the same level of business performance as we did during the Track Record Period or
even better business performance in the future. Investors should not rely on our historical financial

information as an indication of our future financial or operating performance.
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We may require additional funding to support our continued business growth, which may not be
available on terms acceptable to us, or at all

To support our continued business growth, we may consider to seek additional funding. We cannot
assure you that we can obtain additional funds on terms acceptable to us, or at all. In addition, our ability
to raise additional funds in the future is subject to a variety of uncertainties, including but not limited to:

o our future financial conditions, results of operations and cash flows;
. general market conditions affecting capital raising and debt financing activities; and
o economic, political and other conditions in the PRC and elsewhere.

If we raise additional funds by incurring debt obligations, apart from increasing interest expense
and gearing, we may be subject to various covenants under the relevant debt instruments that may, among
other things, restrict our ability to pay dividends or obtain additional financing. Fulfilling such debt
obligations could also be burdensome to our operations. If we fail to fulfil such debt obligations or are
unable to comply with any of these covenants, we could be in default under such debt obligations and our
liquidity and financial conditions could be adversely affected.

We are uncertain about the recoverability of our deferred income tax assets, which may affect our
financial positions in the future

As at 31 December 2018, 2019 and 2020, and 30 June 2021, our deferred income tax assets
amounted to approximately HK$3.8 million, HK$3.0 million, HK$3.7 million and HK$3.7 million,
respectively, which are recognised for tax loss carry-forward to the extent that the realisation of the
related tax benefit through future taxable profits is probable. See note 17 to the Accountant’s Report set
out in Appendix I to this Prospectus for details of the movement of our deferred income tax assets. The
recognition of deferred income tax assets requires significant judgement on the tax treatments of certain
transactions and also assessment on the probability that adequate future taxable profits will be available
for the deferred income tax assets to be recovered. We cannot guarantee the recoverability or predict the
movement of our deferred tax assets, and to what extent they may affect our financial positions in the
future.

Taxation authorities could challenge our allocation of taxable income which could increase our
overall tax liability

During the Track Record Period, we carried out certain intra-group transactions in Hong Kong and
the PRC. For character licensing business, Semk Products authorised Semk Licensing to grant the use of
our character IP rights to third party licensees in the PRC and received licensing fee. Then, Semk
Licensing paid royalty to Semk Products for its activities performed and value contribution to the whole
operation. For e-commerce and other business, ENS Business provided design services for ENS Retailing
in FY2018 and provided design service for ENS IT from FY2019 to 6M2021. Accordingly, ENS Business
charged service fees to ENS Retailing in FY2018 and charged service fees to ENS IT from FY2019 to
6M2021 for its activities performed and value contribution to the whole operation. We have determined
transfer prices that our Directors believe are comparable prices that would be charged by unrelated third
parties dealing with each other on an arm’s length basis. See “Business — Transfer Pricing Arrangement”
in this Prospectus for more details. However, there can be no assurance that tax authorities reviewing
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such arrangements would agree that we are in compliance with transfer pricing regulations and guidance,
or that such regulations and guidance will not be modified. The relevant tax authorities in the PRC and
Hong Kong may make adjustment to the tax payable by our Group in respect of such transactions. This
could result in a higher overall tax liability for us. In addition to reputation risks, we may also need to
incur additional expenses and direct management resources to deal with the relevant tax authorities. This
may adversely affect our business, financial conditions and results of operations.

The International Tax Cooperation (Economic Substance) Act (As Revised) of the Cayman Islands
(“ES Act”) may have an impact on our Company. Pursuant to the ES Act that came into force on 1 January
2019, a “relevant entity” carrying on any “relevant activity” is required to satisfy the economic substance
test as set out in the ES Act. A “relevant entity” includes an exempted company incorporated in the
Cayman Islands such as our Company; however, it does not include an entity that is a tax resident outside
the Cayman Islands. Accordingly, as long as our Company is a tax resident outside the Cayman Islands,
including in Hong Kong, we are not required to satisfy the economic substance test as set out in the ES
Act. We cannot assure you that this legislation will not have an impact on our Company or our Group in
the future.

We face certain risks relating to the properties leased by us in the PRC

As at the Latest Practicable Date, we had 12 leased properties in the PRC. See “Business —
Properties” in this Prospectus for more details. Among which, the landlord of our five leased properties
had not provided us with the relevant title ownership certificates to lease such properties and the relevant
lease agreements may be deemed invalid, and as a result we may be forced to move out of the relevant
leased properties. In such event, we may be unable to find suitable alternative premises or may be unable
to obtain new leases at desirable locations or on desirable terms. Further, we may incur additional costs
arising from the relocation as well as business disruption. If we are unable to find suitable alternative
premises or obtain new leases at desirable locations or on desirable terms in the event that we are required
to vacate from such properties, our business operation may be disrupted. This will have an adverse effect
on our business, financial conditions and results of operations.

Our insurance policies may be insufficient to cover potential losses arising as a result of business
interruption, damage to our property or third party liabilities

Historically, we have purchased employee related insurance. See “Business — Insurance” in this
Prospectus for further details. We do not maintain insurance to cover liabilities with respect to our brand
or losses, as a result of business interruptions or defaults by third parties. There can be no assurance that
our insurance policies will be sufficient to cover all losses or liabilities. If our insurance policies are
insufficient to cover our losses or liabilities, there may be a material adverse effect on our business,
financial conditions and results of operations.

Privacy concerns relating to our future business development which may damage our reputation
and deter potential platform users and customers from using our fans platform

To further develop our business, we intend to engage a third party developer for establishing a brand
new and unified fans platform in the form of a WeChat mini programme as one of our business strategies
in the future with an aim to gather our B.Duck Fans scattered over various channels and enhance the
stickiness of our fans. Through this proposed platform, we may collect personal data from the platform
users in order to better understand our B.Duck Fans and their needs. See “Business — Our Strategies —
Establishing our “Fans Platform™” in this Prospectus for details.
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Concerns about the collection, use, disclosure or security of personal information or other
privacy-related matters, even if unfounded, may damage our reputation and adversely affect our results of
operations. Many jurisdictions, including China, have implemented various laws and regulations to
monitor the personal data and privacy protection. See “Regulatory Overview — PRC Laws and
Regulations — (G) Regulations relating to Personal Data or Privacy Protection” in this Prospectus for
details. The PRC governmental authorities are also continuing to consider the need for stricter control or
reform to the existing regulatory framework. For example, on 20 August 2021, the Standing Committee of
the National People’s Congress issued the Personal Information Protection Law of the PRC* ({H#E A [&
FF B A5 B £ 575 )), which has become effective from 1 November 2021. The Personal
Information Protection Law of the PRC sets forth detailed rules on handling personal information and
legal responsibilities.

We will strive to comply with applicable data protection laws and regulations, and other obligations
we may have with respect to privacy and data protection. Any failure or perceived failure to comply with
these laws, regulations or policies, or any system failure or compromise of the security of our proposed
platform that results in the unauthorised access to or release of our platform users’ data may result in
enquiries and other proceedings or actions against us by governmental authorities or the platform users,
as well as negative publicity and damage to our reputation and brand, each of which could have an
adverse effect on our business and results of operations. The risk that these types of events could
seriously harm our business is likely to increase as the size of our platform user base grows.

Furthermore, the PRC governmental authorities may promulgate new laws and regulations
regulating personal data and privacy protection. Our practices may become inconsistent with such new
laws or regulations, or the interpretation and application of existing laws or regulations, which is often
uncertain and in flux. If so, in addition to the possibility of fines, we may be required to make further
adjustments to our business practices so as to comply with the enacted laws and regulations. We cannot
assure you that the relevant regulators will not interpret or implement the laws or regulations in ways that
negatively affect us. Such changes to our business practices may incur additional costs as well. Failure or
perceived failure to comply with applicable laws and regulations related to the collection, use, or sharing
of personal information or other privacy-related and security matters could result in a loss of confidence
in us by customers and the platform users, which could adversely affect our business, financial condition

and results of operations.
RISKS RELATING TO THE INDUSTRY IN WHICH OUR GROUP OPERATES
Our Group operates in a highly competitive industry

Our Group operates in a highly competitive industry. Competitors in the HK—China character
licensing market include both large established international corporations and smaller licensors.
Increased competition may lead to a substantial increase of advertising and promotional activities among
the competitors, or predatory pricing behaviour. In addition, if the existing or future competitors offer
items that are better priced or more appealing to end users’ tastes, the end-consumers of our Group may
be diverted. In order to remain competitive, we may be forced to invoke more resources in advertising and
promotional activities, make price reductions or suffer a loss in market share which would materially and
adversely affect the business, financial conditions, and results of operations and growth prospects of our
Group.
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General macroeconomic conditions, particularly in Hong Kong and the PRC, may materially and
adversely affect our Group’s business, prospects, financial conditions and results of operations

Our business and operations are currently substantially based in Hong Kong and the PRC and the
businesses of the majority of our customers are directly affected by the overall performance of the
economy of Hong Kong and the PRC. As an open economy, Hong Kong’s economy is influenced by the
global economy and the PRC economy. The global, the PRC and Hong Kong economies are affected by,
among other things, legal and regulatory changes, political conditions in global markets, global levels of
liquidity and risk aversion, currency and interest rate fluctuations, concerns about natural disasters,
terrorism and war, level and volatility of interest rates and exchange rates, concerns over inflation, and
changes in investor confidence levels. All of these factors are beyond the control of our Group. If any of
the above factors changes unfavourably, our Group’s business, prospects, financial conditions and results
of operations may be materially and adversely affected.

RISKS RELATING TO DOING BUSINESS WHERE WE OPERATE

The state of the economy and social and political environment in Hong Kong may impact our
performance and financial conditions

Our Group’s business and operations are currently substantially based in Hong Kong and the PRC.
Any major changes to Hong Kong’s economic, social and political landscape will impact on our business.
If there is a downturn in the economy of Hong Kong, our results of operations and financial position may
be adversely affected. In addition to economic factors, social unrest or civil movements such as
occupation activities and protests may also affect the state of economy in Hong Kong and in such case,
our operations and financial position may also be adversely affected. Hong Kong is a special
administrative region of the PRC. It enjoys a high degree of autonomy and executive powers under the
principle of “one country, two systems” in accordance with the Basic Law. A high level of autonomy is
expected to be maintained as currently in place. However, there is no assurance that the economic,
political and legal developments in Hong Kong will not be adversely affected as a result of the exercise of
sovereignty by the PRC over Hong Kong. Recently, Hong Kong has witnessed an increasing number of
protests and social demonstrations. There is also no assurance that Hong Kong will not experience any
adverse economic, political or regulatory conditions due to events beyond our control, such as local
economic downturn, natural disasters, contagious disease outbreaks, terrorist attacks, or if the
government adopts regulations that place restrictions or burdens on our major clients or on our industry in
general. Any such economic, political and social instability, if significant and prolonged, could have a
material adverse effect on our business, financial conditions, results of operations and prospects.

Changes in the PRC’s economic, political and social conditions, as well as government policies,
could affect our business and prospects

A substantial part of our operations is located in the PRC and a substantial part of our revenue is
derived from our operations in the PRC. Therefore, our business, results of operations, financial
conditions and prospects are, to a significant extent, subject to the economic, political and social
conditions and government policies in the PRC. The economy of the PRC differs from the economies of
the most developed countries in many aspects, including but not limited to (i) the degree of government
involvement; (ii) the growth rate and degree of development; (iii) control of foreign exchange; and
(iv) allocation of resources.
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The PRC’s economy is used to be a planned economy, and a substantial portion of productive assets
in the PRC are still owned by the PRC government. The PRC government also exercises substantial
control over the PRC’s economic growth by allocating resources, setting monetary policies and providing
preferential treatment to particular industries or companies. While the PRC government has implemented
economic reform measures to introduce market forces and to establish sound corporate governance in
business enterprises, such economic reform measures may be adjusted, modified or applied
inconsistently from industry to industry, or across different regions of the country. Hence, we cannot
assure you that we may be able to benefit from all, or any, of the measures which are under constant
adjustments.

Uncertainties regarding interpretation and enforcement of the PRC laws and regulations may

impose adverse impact on us

China is the major market of our business. The character licensing industry in China is subject to
various laws and regulations. Any change in the scope or application of these laws, regulations or
approvals, however, may limit our ability to conduct our businesses, increase our costs, or increase
competition and could have a material adverse effect on our financial results. In addition, complying with
such laws and regulations may give rise to unexpected compliance costs that could have an effect on our
financial conditions and results of operations. Failure to comply with such laws and regulations could

also result in fines, penalties or lawsuits.

In particular, PRC laws and regulations concerning the character branding industry and IP aspect are
developing and evolving. Although we have taken measures to comply with the laws and regulations that
are applicable to our business operations and avoid conducting any non-compliant activities under the
applicable laws and regulations, the PRC governmental authorities may promulgate new laws and
regulations regulating the character branding industry and IP rights in the future. We cannot assure you
that our practice would not be deemed to violate any new PRC laws or regulations relating to the
character branding business.

Furthermore, the PRC legal system is based on written statutes and prior court decisions have
limited value as precedents on the interpretation, implementation and enforcement of the PRC laws and
regulations. As such, the outcome of dispute resolutions may not be consistent or predictable as in other
more developed jurisdictions and it may be difficult to obtain swift or equitable enforcement under the
PRC laws, or to obtain enforcement of judgement by a court of another jurisdiction.

From time to time, we may have to resort to administrative and court proceedings to enforce our
legal rights. However, since PRC administrative and court authorities have significant discretion in
interpreting and implementing statutory and contractual terms, it may be more difficult to evaluate the
outcome of administrative and court proceedings and the level of legal protection we enjoy than in more
developed legal systems. Such uncertainties, including uncertainties over the scope and effect of our
contractual, property (including IP) and procedural rights, could materially and adversely affect our

business and impede our ability to continue our operations.
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The PRC governmental authorities may promulgate new laws and regulations on live streaming
sales and live streaming hosts, which may adversely affect our business operations

We intend to strengthen our new economy online sales channels through expanding our live
streaming sales on e-commerce platforms. Yet, the PRC regulatory regime with regards to live streaming
sales, in particular the live streaming hosts, such as KOLs, is still evolving. The PRC governmental
authorities have been increasingly focused on regulations concerning live streaming sales activities and
the hosts. For example, the Administrative Measures for Livestreaming Market (for Trial
Implementation)* (A9#%% B #4585 & PR H# (7047 ) ) was promulgated in April 2021 and became effective
in May 2021. For more details, please refer to “Business — Our e-commerce and other business — Online

sales channels — Live streaming sales” in this Prospectus.

As the regulatory regime in relation to live streaming sales is subject to changes, we may be required
to make adjustments to our business practices in the future. Further, we cannot assure you that the
relevant regulatory authorities will not interpret or implement the laws and/or regulations in ways that
negatively affect us. PRC governmental authorities may promulgate new laws and regulations in this
regard, which may increase our compliance costs and subject us to heightened risks and challenges
associated with our live streaming sales. If we are unable to manage these risks, we may be subject to
penalties and fines, and our results of operations could be materially and adversely affected.

Fluctuation of RMB could materially affect our financial conditions and results of operations

The exchange rates of the RMB against the HK$ and other foreign currencies fluctuate and are
affected by, among other things, the policies of the PRC government and changes in the PRC’s and
international political and economic conditions. Our Group recorded net foreign exchange losses of
approximately HK$1.3 million and HK$0.5 million and net foreign exchange gains of approximately
HK$3.4 million and HK$0.3 million for FY2018 to FY2020 and 6M2021, respectively. The losses/gains
were mainly attributable to the depreciation or appreciation of RMB against HK$. See note 3.1(i)(a) to
the Accountant’s Report as set out in Appendix I to this Prospectus for further details of our foreign
exchange exposure. Any future exchange rate volatility relating to the RMB may lead to uncertainties in
the value of our net assets, earnings and dividends. The net proceeds from the Global Offering will be
denominated in HKS. Fluctuations in exchange rates, primarily those involving the HKS$, may affect the
relative purchasing power of these proceeds. Moreover, fluctuation in the exchange rate will affect the
relative value of earnings from and the value of any foreign currency-denominated investments our
Company make in the future. Any appreciation of the RMB against the HK$ or any other foreign
currencies may result in a decrease in the value of the foreign currency-denominated assets.
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Payment of dividends is subject to restrictions under the PRC law

As our Company is a holding company, we rely on dividends from our subsidiaries in the PRC for
cash requirements, including repayment of any debts our Group may incur. Under the current PRC law,
dividends may be paid only out of our PRC subsidiaries’ accumulated after-tax profits, if any, determined
in accordance with PRC accounting standards and regulations. Moreover, each of our PRC subsidiaries is
required to set aside a certain amount of its after-tax profits each year, if any, to fund certain statutory
reserves. These reserves are not distributable as cash dividends. In addition, in the future, if any of our
PRC subsidiaries incurs debt on its own behalf, the instruments governing the debt may impose
restrictions on its ability to pay dividends or make other payments to our Company. The inability of our
PRC subsidiaries to distribute dividends or other payments to our Company could significantly affect the

amount of capital available to supply the development and growth of our business.

Government control of foreign currencies may limit our foreign exchange transactions, including

dividend payments to our Company’s shareholders in foreign currencies

The RMB generally cannot be freely converted into any foreign currencies. As a significant amount
of our revenue was generated from the PRC during the Track Record Period, a portion of our cash may be
required to be converted into other currencies in order to meet our foreign currency needs, including cash
payment on declared dividends and expansion in overseas markets. Under the existing PRC foreign
exchange regulations, payments of current account items, including profit distributions, interest
payments and trade and service-related foreign exchange transactions, can be made in foreign currencies
without prior approval from the PRC State Administration of Foreign Exchange or the SAFE, subject to
certain procedures. Hence, our PRC subsidiaries are able to pay dividends in foreign currencies to our
Company without prior approval from the SAFE by satisfying certain procedural requirements. However,
there is no assurance that the foreign exchange policies regarding payment of dividends in foreign

currencies will continue.

Moreover, foreign exchange transactions under the capital account, including principal payments in
respect of foreign currency-denominated obligations, continue to be subject to limitations and require
prior approval of or shall be registered with the SAFE. The PRC government may further implement rules
and regulations in the future, which could restrict the use of foreign currency under current account and
capital account in certain circumstances. These restrictions could affect our ability to obtain foreign
currency through debt financing, or to obtain foreign exchange needed for our capital expenditure, and

could materially and adversely affect our business, financial conditions and results of operations.
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Inflation in the PRC in general may increase our cost of operations

Part of our operation is in the PRC. While the PRC economy has experienced rapid growth, such
growth has been accompanied by periods of high inflation. In order to control inflation in the past, the
PRC government has imposed controls on bank credits, limits on loans for fixed assets and restrictions on
state bank lending. Nevertheless, the effects of the stimulus measures implemented by the PRC
government since the global economic crisis in 2008 may have contributed to the occurrence of, and
continue increase in, inflation in the PRC. If such inflation is allowed to proceed without mitigating
measures by the PRC government, our operational costs will likely increase, and our profitability may be
materially reduced, as there is no assurance that we will be able to pass any cost increases onto our
customers. If the PRC government implements new measures to control inflation, these measures may
lead to a slower economic growth. A slowdown in the PRC economy may have a material adverse effect

on our business, results of operations, financial conditions and prospects.
We are subject to other risks by operating in SEA and South Korea
Our existing and future operations in SEA and South Korea are subject to the laws and regulations,
government policies and economic, social and political conditions of those jurisdictions. We are exposed
to a number of additional risks by operating in SEA and South Korea, which include but not limited to:
. reduced IP protections;
. difficulty in enforcing agreements, collecting receivables and protecting assets;
. unexpected changes in laws and regulations (or the interpretations thereof), government
policies, trade or monetary or fiscal policies or health or work safety regulations in relation to,
among other things, interest rates, foreign investment, company organisation, management,

business, tax and trade;

. fluctuation in the exchange rates of SEA currencies and South Korea won against the US$ and

other foreign currencies and inflation rates;

. social plans that prohibit or increase the cost of certain restructuring actions;

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

J limitations on repatriation of earnings;

. withholding or other taxes on remittances and other payments by subsidiaries, or
industry-specific taxes and fees;
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o investment restrictions or requirements;
. violence and civil unrest;
. changing labour conditions and difficulty in staffing our international operations;

. legal and regulatory differences and the burdens and costs of our compliance with a variety of

foreign laws;
J increases in taxes which we are obliged to pay and other differences in applicable tax laws; and

o political events, domestic or international acts of terrorism and hostilities, regional conflicts or

complications due to natural or nuclear disasters.

These uncertainties could have a material adverse effect on our business, results of operations and

financial conditions.
RISKS RELATING TO THE GLOBAL OFFERING
Termination of the Hong Kong Underwriting Agreement

Prospective investors should note that the Sole Representative (for itself and on behalf of the other
Hong Kong Underwriters) are entitled to terminate the obligations of the Hong Kong Underwriters under
the Hong Kong Underwriting Agreement by giving written notice to us upon the occurrence of any of the
events set out in “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public
Offering — Grounds for Termination” in this Prospectus at any time prior to 8:00 a.m. (Hong Kong time)
on the Listing Date. Such event may include, without limitation, acts of government or orders of any
courts, labour disputes, strikes, calamity, crisis, lock-outs, fire, explosion, flooding, civil commotion,
acts of war, acts of God, acts of terrorism (whether or not responsibility has been claimed), declaration of
a national or international emergency, riots, public disorder, economic sanctions, outbreaks of diseases or

epidemics.

There has been no public market for the Shares prior to the Listing and therefore the market price

and trading volume of the Shares following the Listing may be volatile

The Offer Price will be the result of negotiations between the Sole Representative (for itself and on
behalf of the Underwriters) and our Company. The Offer Price may be lower or higher than the market
price after the commencement of trading of the Shares on the Stock Exchange. Following the Listing, it is
possible that the Share price will fluctuate and may not always accurately reflect the underlying value of
our Group’s business. The value of the Shares may fluctuate and investors may realise less or more than
the original sum invested. The price that investors may realise for their holdings in our Company may be
influenced by a large number of factors including but not limited to investor perceptions of our Group and
our future plans and prospects, variations in the operating results of our Group, changes in our Group’s

key and senior management, and general political and economic conditions and other factors.
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There has been no public market for the Shares prior to the Listing. It is uncertain at present what
level of interest will be attracted from investors and accordingly what level of trading volume in the

Shares can be expected.

Additional equity fund raising may lead to dilution of shareholders’ interests and decrease in
market price of the Shares

We may find opportunities to grow through acquisitions that cannot currently be anticipated.
Secondary issue(s) of securities after the Global Offering may be necessary to raise the required capital to
capture these growth opportunities. If additional funds are raised by issuing new equity securities in the
future to new and/or existing Shareholders after the Listing, such new Shares may be priced at a discount
to the then prevailing market price. If existing Shareholders are not offered an opportunity to participate,

their shareholding interest in our Company will be diluted.

Also, if we fail to utilise the additional funds to generate the expected earnings, this could adversely

affect our financial results and in turn exerts pressure to the market price of our Shares.

Our Company will continue to be ultimately controlled by our Controlling Shareholders, whose
interests may differ from other Shareholders’ interests

As at the Latest Practicable Date, our Controlling Shareholders held approximately 75.36% of the
issued share capital of our Company, and the Controlling Shareholders will own approximately 66.32%
of the enlarged issued share capital of our Company upon completion of the Global Offering.
Accordingly, Mr. Hui through his capacity as a Director and through his shareholding, will have
substantial influence over the business, including overall strategies of our Group, adjustment to our
Group’s capital structure, election of Directors, the timing and amount of dividend payments and other
significant corporate actions. If the interests of Mr. Hui conflict with the interests of other Shareholders,

those other Shareholders’ interests may be prejudiced as a result.

Shares held by our Controlling Shareholders are subject to certain lock-up periods after the date on
which trading in the Shares commences on the Stock Exchange, details of which are set out in
“Underwriting” in this Prospectus. After such lock-up expires, our Controlling Shareholders may dispose
of Shares. Sales of substantial amount of the Shares in the public market or otherwise, or the perception

that these sales may occur, may materially and adversely affect the market price of the Shares.
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Future sale of the Shares or major divestment of the Shares by our Controlling Shareholders or

substantial shareholders of our Company may cause Share price to fall

The sale of a significant number of Shares by our Controlling Shareholders or substantial
shareholders in the public market after the Listing, or the perception that such sale may occur, could
adversely affect the market price of the Shares. Except as otherwise described in “Underwriting” in this
Prospectus and the restrictions set out by the Listing Rules, there are no restrictions imposed on our
Controlling Shareholders or substantial shareholders of our Company to dispose of their shareholdings.
Any major disposal of Shares by any of our Controlling Shareholders or substantial shareholders of our
Company may cause the market price of the Shares to fall. In addition, these disposals may make it more
difficult for our Group to issue new Shares in the future at a time and price that our Directors deem

appropriate, thereby limiting our ability to raise capital.

There may be dilution because of the issuance of Shares pursuant to the options which may be
granted under the Share Option Scheme

We may grant share options to eligible participants under the Share Option Scheme, who may be
employees, senior management and Directors. The exercise of share options under the Share Option
Scheme will result in an increase in the number of Shares, and may result in a dilution to the percentage
of ownership of the shareholders of our Company, the earnings per Share and net asset value per Share
depending on the exercise price. See “Statutory and General Information — D. Other Information —
15. Share Option Scheme” in Appendix IV to this Prospectus for details of the Share Option Scheme.

Historical dividends are not indicative of our Group’s future dividends

During the year ended 31 December 2018, Semk International effected payment of dividends of
approximately HK$10.0 million, which were declared by it during the year ended 31 December 2017, that
is, prior to the Track Record Period. For the years ended 31 December 2019 and 2020, dividends of
approximately HK$15.0 million and HK$15.0 million, respectively, were declared by Semk International
for distribution to its then shareholders. In addition, for the six months ended 30 June 2021, Semk
International and ENS Holdings declared dividends of approximately HK$24.1 million and HK$3.4
million to Semk Cayman and ENS International, respectively, for settlement of Semk Cayman’s and ENS
International’s considerations payable for their respective repurchase of shares from OJ VC pursuant to
the Reorganisation. All the dividends declared by our Group during the Track Record Period had been
fully settled as at the Latest Practicable Date. On 13 September 2021, our Company further declared
dividends in the amount of approximately HK$27.0 million out of our retained earnings. The value of
dividends declared and paid in previous years should not be relied on by potential investors as a guide to
the future dividend policy of our Group or as a reference or basis to determine the amount of dividends
payable in the future. There is no assurance that dividends will be declared or paid in the future, at a
similar level or at all. Our future declarations of dividends will be subject to, among other things, the
discretion of our Board. Any distributable profits that are not distributed in any given year may be
retained and available for distribution in subsequent years. To the extent profits are distributed as
dividends, such portion of profits will not be available to be reinvested in our operations. In any event,

there can be no assurance that we will be able to declare or distribute any dividend.
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Since there will be a gap of several days between pricing and trading of the Offer Shares, holders of
the Offer Shares are subject to the risk that the price of the Offer Shares could fall during the
period before trading of the Offer Shares begins

The Listing of our Shares is expected to be determined on the Price Determination Date. However,
our Shares will not commence trading on the Stock Exchange until they are delivered. As a result,
investors may not be able to sell or otherwise deal in Shares during that period. Accordingly, holders of
Shares are subject to the risk that the price of their Offer Shares could fall before trading begins as a result
of adverse market conditions or other adverse developments that could occur between the time of sale and

the time trading begins.

The laws of the Cayman Islands for minority shareholders’ protection differ somewhat from the

laws of Hong Kong or other jurisdictions

The corporate affairs of our Group are governed by the Memorandum, the Articles, and by the
Companies Act and the Companies Ordinance. The laws of the Cayman Islands relating to the protection
of the interests of minority shareholders may differ in some aspects from those established under statutes
and judicial precedent in existence in Hong Kong and other jurisdictions. The remedies available to our
Company’s minority shareholders may be different from those they would have under the laws of Hong
Kong and other jurisdictions. See “Summary of the Constitution of the Company and Cayman Islands
Companies Law — 3. Cayman Islands Companies Law and Taxation” in Appendix III to this Prospectus

for further information.

RISKS ASSOCIATED WITH THIS PROSPECTUS

We cannot guarantee the accuracy of facts and other statistics with respect to certain information
contained in this Prospectus

The information and statistics set out in the “Industry Overview” section and other sections of this
Prospectus were extracted from different official government publications, available sources from public
market research and other sources from independent suppliers, and from the independent industry report
prepared by Frost & Sullivan.

We engaged Frost & Sullivan to prepare an independent industry report in connection with the
Global Offering. The information from official government sources has not been independently verified
by our Company, the Sole Sponsor, the Sole Representative, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Co-Lead Managers, the Underwriters or any of our or their
respective directors and advisers, or any other persons or parties involved in the Global Offering, and no
representation is given as to its accuracy. Accordingly, the information from official government sources

contained herein may not be accurate and should not be unduly relied upon.
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Forward-looking statements are subject to significant risks and uncertainties and should not be

unduly relied upon

This Prospectus contains certain statements that are “forward-looking” and indicated by the use of
forward-looking terminology such as “believe”, “intend”, “anticipate”, “estimate”, “plan”, “potential”,
“will”, “would”, “may”, “should”, “expect”, “seek” or similar terms. Prospective investors are cautioned
that reliance on any forward-looking statement involves risk and uncertainties and that, even if our
Directors believe the assumptions related to those forward looking statements are reasonable, any or all
of those assumptions could prove to be inaccurate and as a result, the forward-looking statements based
on those assumptions could also be incorrect. The risks and uncertainties in this regard consist of those
identified in the risk factors discussed above. In light of these and other risks and uncertainties, the
enclosure of forward-looking statements in this Prospectus should not be regarded as representations by
our Company that the plans and objectives will be achieved, and investors should not place undue reliance
on such statements. Our Company does not undertake any obligation to update publicly or release any
revisions of any forward-looking statements, whether as a result of new information, future events, or

otherwise. See “Forward-looking Statements” in this Prospectus for further details.

Investors should not rely on any information contained in press articles or other media regarding
our Group or the Global Offering

We wish to emphasise to prospective investors that we do not accept any responsibility for the
accuracy or completeness of the information contained in any press articles or other media coverage
regarding us or the Global Offering, and such information that was not sourced from or authorised by us.
We make no representation to the appropriateness, accuracy, completeness or reliability of any
information contained in any press articles or other media coverage about our business or financial
projections, share valuation or other information. Accordingly, prospective investors should not rely on
any such information and should rely only on information included in this Prospectus in making any
decision as to whether to invest in our Shares.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

WAIVER IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

After the Listing, certain transactions, whereby our Group has entered into or will continue to
conduct, will constitute non-exempt continuing connected transactions for our Company under the
Listing Rules. These transactions are subject to reporting, annual review, announcement, circular and
independent Shareholders’ approval requirements under Chapter 14A of the Listing Rules, and our
Company has applied for waivers from compliance with the applicable requirements under Rule 14A.105
of Chapter 14A of the Listing Rules and the Stock Exchange has granted, a waiver from strict compliance
with the announcement, circular and independent Shareholders’ approval, requirements set forth in
Chapter 14A of the Listing Rules for such non-exempt continuing connected transactions. Further

information on such waiver is set forth in “Connected Transactions” in this Prospectus.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This Prospectus contains particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter
571V of the Laws of Hong Kong) and the Listing Rules for the purposes of giving information to the
public with regard to us. Our Directors (including any proposed director who is named as such in this
Prospectus) collectively and individually accept full responsibility for the accuracy of the information
contained in this Prospectus and confirm, having made all reasonable enquiries, that to the best of their
knowledge and belief the information contained in this Prospectus is accurate and complete in all
material respects and not misleading or deceptive, and there are no other matters the omission of which

would make any statement herein or in this Prospectus misleading.
OFFER SHARES ARE FULLY UNDERWRITTEN

This Prospectus is published solely in connection with the Global Offering and the Listing of the
Offer Shares, which is sponsored by the Sole Sponsor. The Hong Kong Offer Shares are fully
underwritten by the Hong Kong Underwriters under the terms and conditions of the Hong Kong
Underwriting Agreement. The International Underwriting Agreement relating to the International
Offering is expected to be entered into on or around the Price Determination Date, subject to agreement
on the Offer Price between the Sole Representative (for itself and on behalf of the Underwriters) and us.
The Global Offering is managed by the Sole Representative. If, for any reason, the Offer Price is not
agreed, the Global Offering will not proceed and will lapse. See “Underwriting” in this Prospectus for

further information about the underwriting arrangements.
INFORMATION ON THE GLOBAL OFFERING

This Prospectus is published solely in connection with the Hong Kong Public Offering, which forms
part of the Global Offering. The Global Offering comprises the Hong Kong Public Offering of initially
12,000,000 Offer Shares (subject to reallocation) and the International Offering of initially 108,000,000
Offer Shares (subject to reallocation and the Over-allotment Option). For applicants under the Hong
Kong Public Offering, this Prospectus and the GREEN Application Form contain the terms and
conditions of the Hong Kong Public Offering.

The Hong Kong Offer Shares are offered for subscription solely on the basis of the information
contained and the representations made in this Prospectus and subject to the conditions set out herein and
therein. No person is authorised in connection with the Global Offering to give any information, or to
make any representation, not contained in this Prospectus. Any information or representation not
contained herein shall not be relied upon as having been authorised by our Company, the Sole Sponsor,
the Sole Representative, the Joint Global Coordinators and Joint Bookrunners, the Joint Lead Managers,
the Co-Lead Managers, the Underwriters, any of their respective directors, officers, employees, agents,

representatives or any other person or party involved in the Global Offering.
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Neither the delivery of this Prospectus nor any offering, sale or delivery made in connection with the
Shares should, under any circumstances, constitute a representation that there has been no change or
development reasonably likely to involve a change in our affairs since the date of this Prospectus or imply
that the information contained in this Prospectus is correct as at any date subsequent to the date of this

Prospectus.

See “Structure of the Global Offering” in this Prospectus for details of the structure of the Global

Offering, including its conditions.

RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will be
required to confirm or by his/her/its acquisition of the Offer Shares will be deemed to confirm that

he/she/it is aware of the restrictions on the offer of the Offer Shares described in this Prospectus.

No action has been taken in any jurisdiction other than Hong Kong to permit an offer or the general
distribution of this Prospectus. Accordingly, this Prospectus may not be used for the purpose of, and does
not constitute, an offer or invitation in relation to the Global Offering in any jurisdiction or, in any
circumstance in which such an offer or invitation is not authorised, or to any person to whom it is

unlawful to make such an offer or invitation.

The distribution of this Prospectus and the offering of the Offer Shares in other jurisdictions are
subject to restrictions and may not be made except as permitted under any applicable laws, rules and
regulations of such jurisdictions pursuant to registration with or authorisation by the relevant regulatory
authorities as an exemption therefrom. In particular, the Hong Kong Offer Shares have not been publicly
offered or sold, directly or indirectly, in the PRC or the United States.

The Global Offering is made solely on the basis of the information contained and representations
made in this Prospectus. No person is authorised in connection with the Global Offering to give any
information, or to make any representation, not contained in this Prospectus, and any information or
representation not contained herein must not be relied upon as having been authorised by our Company,
the Sole Sponsor, the Sole Representative, the Joint Global Coordinators, Joint Bookrunners, the Joint
Lead Managers, the Co-Lead Managers, and any of their respective directors or affiliates of any of them

or any other person and party involved in the Global Offering.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Division of the Stock Exchange for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned in this Prospectus and any Shares
which may be issued upon the exercise of the Over-allotment Option and any options which may be
granted under the Share Option Scheme, being up to 10% of the Shares in issue on the Listing Date, on the
Stock Exchange. No part of the share or loan capital of our Company is listed or dealt in on any other

stock exchange and no such listing or permission of dealing is being or is proposed to be sought.
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Under section 44B(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance, if
the permission for the Shares offered under this Prospectus to be listed on the Stock Exchange has been
refused before the expiration of three weeks from the date of the closing of the Global Offering or such
longer period not exceeding six weeks as may, within the said three weeks, be notified to our Company
for permission by or on behalf of the Stock Exchange, then any allotment made on an application in
pursuance of this Prospectus shall, whenever made, be void. The Shares are freely transferable. Only
securities registered on the branch register of members of our Company kept in Hong Kong may be traded
on the Stock Exchange unless the Stock Exchange otherwise agrees.

OVER-ALLOTMENT OPTION AND STABILISATION

See “Structure of the Global Offering” in this Prospectus for details of the arrangements relating to
the Over-allotment Option and stabilisation. Assuming that the Over-allotment Option is exercised in
full, our Company may be required to allot and issue up to an aggregate of 18,000,000 additional new
Shares.

COMMENCEMENT OF DEALING IN THE SHARES

Assuming that the Global Offering becomes unconditional at or before 8:00 a.m. in Hong Kong on
Monday, 17 January 2022, it is expected that dealings in the Shares on the Stock Exchange will
commence at 9:00 a.m. on Monday, 17 January 2022. The Shares will be traded in board lots of 1,000
Shares each. The stock code of the Shares is 2250.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors for the Offer Shares are recommended to consult their professional advisers if
they are in doubt as to the taxation implications of the subscription for, purchase, holding or disposal of,
dealings in, or exercise of any rights in relation to the Shares. It is emphasised that none of our Company,
our Directors, the Sole Sponsor, the Sole Representative, the Joint Global Coordinators, Joint
Bookrunners, the Joint Lead Managers, the Co-Lead Managers, the Underwriters, any of their respective
directors, officers, employees, agents, representatives or any other person or party involved in the Global
Offering accepts responsibility for any tax effects on or liabilities of any person resulting from the
subscription for, purchase, holding or disposal of, dealings in, or the exercise of any rights in relation to
our Shares.

REGISTER OF MEMBERS AND STAMP DUTY

All the Offer Shares will be registered on our Company’s branch register of members to be
maintained in Hong Kong by our Company’s branch share registrar and transfer office, Boardroom Share
Registrars (HK) Limited at 2103B, 21/F, 148 Electric Road, North Point, Hong Kong. Our Company’s
principal register of members will be maintained in the Cayman Islands by our Company’s principal share
registrar and transfer office in the Cayman Islands. Only Shares registered on our Company’s branch
register of members maintained in Hong Kong may be traded on the Stock Exchange, unless the Stock
Exchange otherwise agrees. Dealings in the Shares registered on our Company’s branch register of
members maintained in Hong Kong will be subject to the Hong Kong stamp duty.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the approval of the listing of, and permission to deal in, the Shares on the Stock Exchange
and the compliance with the stock admission requirements of HKSCC, the Shares will be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the
Listing Date or any other date as determined by HKSCC. Settlement of transactions between participants
of the Stock Exchange is required to take place in CCASS on the second settlement day after any trading
day.

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational

Procedures in effect from time to time.

All necessary arrangements have been made for the Shares to be admitted into CCASS. If investors
are unsure about the details of CCASS settlement arrangement and how such arrangements will affect

their rights and interests, they should seek the advice of their stockbroker or other professional advisers.
LANGUAGE

If there is any inconsistency between the English version of this Prospectus and the Chinese version
of this Prospectus, the English version shall prevail. Names of any laws and regulations, governmental
authorities, institutions, natural persons or other entities which have been translated into English and
included in this Prospectus and for which no official English translation exists are unofficial translations

for your reference only.
EXCHANGE RATE CONVERSION

Unless otherwise specified, conversion of RMB or US$ into HKS$ in this Prospectus is based on the
following exchange rates (for illustration purposes only): HK$1.00 = RMBO0.85 or HK$7.75 = US$1.00.
No representation is made that any amounts in RMB or US$ were or could have been or could be

converted into HK dollars or US$ at such rates or any other exchange rates on such date or any other date.
ROUNDING

Certain amounts and percentage figures included in this document have been subject to rounding
adjustments, or have been rounded to a set number of decimal places. Accordingly, figures shown as
totals in certain tables may not be an arithmetic aggregation of the figures preceding them. Any
discrepancies in any table, chart or elsewhere between totals and sums of amounts listed therein are due

to rounding.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name
Executive Directors

Mr. Hui Ha Lam (#F & #%)

Mr. Kwok Chun Kit (ZRHRAE)

Mr. Cheung Chin Yiu (3R JE##)

Mr. Tse Tsz Leong (i#f ¥ 5¢)

Non-executive Directors

Mr. Wong Yin Shun Vincent
(F B

Mr. Chen Hongjiang (Bt IT)

Address Nationality

House 12, Meister House Chinese
1 Fairview Park Boulevard

Yuen Long

New Territories

Hong Kong

Flat F, 20/F, Block 2 Chinese
Hong Lai Garden

153 Tuen Mun Heung Sze Wui Road

New Territories

Hong Kong

Flat D, 8/F, Tower 6 Chinese
Century Gateway

83 Tuen Mun Heung Sze Wui Road

Tuen Mun

New Territories

Hong Kong

Flat A, 3/F, Block 7 Chinese
Yuet Wu Villa

Tuen Mun

New Territories

Hong Kong

1A, 34-36, Oxford Road Chinese
Kowloon Tong

Hong Kong

A-12B Yangqilou, Chinese

Overseas Chinese City
Nanshan District

Shenzhen

Guangdong Province
People's Republic of China
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Name Address Nationality

Independent non-executive Directors

Ms. Leung Ping Fun Anita Flat A, 23/F, Amber Garden Chinese
BHE) 70-72 Kennedy Road
Wan Chai
Hong Kong
Mr. Sung Chi Keung (AR i 5#) Unit A, 31/F, Tower 7 Chinese
98 Tai Ho Road, Parc City
Tsuen Wan
New Territories
Hong Kong
Dr. Chan Kai Yue Jason, Flat 9, 17/F, Block B Chinese
MH, JP (BR#F) Kornhill, 25-27 Hong Shing Street
Quarry Bay
Hong Kong

Further information of our Directors are disclosed in “Directors and Senior Management” in this

Prospectus.

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor : China Everbright Capital Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong

Sole Representative : China Everbright Securities (HK) Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong

Joint Global Coordinators : China Everbright Securities (HK) Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong
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Grand China Securities Limited
Room 503, 5/F

Loke Yew Building

50-52 Queen’s Road Central
Central

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F, Harcourt House

39 Gloucester Road

Hong Kong

Joint Bookrunners : China Everbright Securities (HK) Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Fosun Hani Securities Limited
Suite 2101-2105, 21/F
Champion Tower

3 Garden Road

Central

Hong Kong

Grand China Securities Limited
Room 503, 5/F

Loke Yew Building

50-52 Queen’s Road Central
Central

Hong Kong
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Guotai Junan Securities (Hong Kong) Limited
26/F-28/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F, Harcourt House

39 Gloucester Road

Hong Kong

Zhongtai International Securities Limited
7/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

Joint Lead Managers : China Everbright Securities (HK) Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Fosun Hani Securities Limited
Suite 2101-2105, 21/F
Champion Tower

3 Garden Road

Central

Hong Kong

Grand China Securities Limited
Room 503, 5/F

Loke Yew Building

50-52 Queen’s Road Central
Central

Hong Kong
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Co-Lead Managers

Guotai Junan Securities (Hong Kong) Limited
26/F-28/F, Low Block

Grand Millennium Plaza

181 Queen’s Road Central

Hong Kong

UOB Kay Hian (Hong Kong) Limited
6/F, Harcourt House

39 Gloucester Road

Hong Kong

Zhongtai International Securities Limited
7/F, Li Po Chun Chambers

189 Des Voeux Road Central

Hong Kong

First Shanghai Securities Limited
19/F

Wing On House

71 Des Voeux Road Central

Hong Kong

Innovax Securities Limited
Unit A-C, 20/F

Neich Tower

128 Gloucester Road

Wan Chai

Hong Kong

Livermore Holdings Limited
Unit 1214A, 12/F

Tower II Cheung Sha Wan Plaza
833 Cheung Sha Wan Road
Kowloon

Hong Kong

Maxa Capital Limited
Unit 1908

Harbour Center

25 Harbour Road
Wanchai

Hong Kong
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Legal advisers to the Company

uSmart Securities Limited
Unit 2606-07, 26/F

FWD Financial Centre

308 Des Voeux Road Central
Hong Kong

Zhong Jia Securities Limited
Unit D - F, 15/F

Neich Tower

128 Gloucester Road

Wan Chai

Hong Kong

As to Hong Kong laws:

Jingtian & Gongcheng LLP

Suite 3203-3207, 32/F, Edinburgh Tower
The Landmark

15 Queen’s Road Central

Hong Kong

As to PRC laws:

Beijing Zhong Lun Law Firm (Shenzhen Office)
8-10/F, Tower A

Rongchao Tower

6003 Yitian Road

Futian District

Shenzhen 518026

The PRC

As to PRC IP laws:

Guangdong Team Source Law Firm
Unit 01-08, 28/F, North Tower
Polyway Tower

No. 11-2 Xiancun Road

Tianhe District

Guangzhou 510630

The PRC
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Legal advisers to the Sole
Sponsor and the Underwriters

As to Hong Kong IP Laws:

Hogan Lovells
11th Floor

One Pacific Place
88 Queensway
Hong Kong

As to Cayman Islands and BVI laws:

Maples and Calder (Hong Kong) LLP
26th Floor

Central Plaza

18 Harbour Road

Wanchai

Hong Kong

As to Hong Kong laws in respect of certain litigation

matters:

Chungs Lawyers in association with
DeHeng Law Offices

28/F, Henley Building

5 Queen’s Road Central

Hong Kong

As to Hong Kong laws:

Eric Chow & Co. in Association with
Commerce & Finance Law Offices
29/F, 238 Des Voeux Road Central
Hong Kong

As to PRC laws:

Commerce & Finance Law Offices
12-14/F, China World Office 2

No. 1 Jianguomenwai Avenue
Chaoyang District

Beijing

PRC
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Auditor and reporting : PricewaterhouseCoopers
accountant Certified Public Accountants
Registered Public Interest Entity Auditor
22/F, Prince’s Building
Central, Hong Kong

Industry consultant : Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
Suite 2504
Wheelock Square
1717 Nanjing West Road
Shanghai 200040
China

Tax Consultant : PricewaterhouseCoopers Consultants (Shenzhen)
Limited
34/F, Tower A
Kingkey100, 5016 Shennan East Road
Luohu District
Shenzhen 518001
China

Receiving banks : DBS Bank (Hong Kong) Limited
11/F The Center
99 Queen’s Road Central
Hong Kong

Standard Chartered Bank (Hong Kong) Limited
18/F Standard Chartered Tower

388 Kwun Tong Road

Kowloon, Hong Kong

Compliance adviser : China Everbright Capital Limited
12/F, Everbright Centre
108 Gloucester Road
Wan Chai
Hong Kong
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CORPORATE INFORMATION

Registered office in the Cayman : PO Box 309
Islands Ugland House
Grand Cayman, KY1-1104
Cayman Islands

Headquarters and principal : Unit No. 2806
place of business in Hong Kong 28/F, The Octagon
6 Sha Tsui Road
Tsuen Wan

New Territories
Hong Kong

Company’s website : http://www.semk.net

(information contained in this website does not form part
of this Prospectus)

Authorised representatives : Mr. Hui Ha Lam (5 #%)
House 12, Meister House
1 Fairview Park Boulevard
Yuen Long, New Territories
Hong Kong

Mr. Tse Tsz Leong (#f T5¢)
(HKICPA)

Flat A, 3/F, Block 7

Yuet Wu Villa

Tuen Mun, New Territories

Hong Kong
Company secretary : Mr. Tse Tsz Leong (#f §5%)
(HKICPA)

Flat A, 3/F, Block 7

Yuet Wu Villa

Tuen Mun, New Territories
Hong Kong

Members of the Audit Committee : Mr. Sung Chi Keung (Rif5R) (chairman)

Ms. Leung Ping Fun Anita (2R A)
Dr. Chan Kai Yue Jason, MH, JP (BR4T)
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Members of the Remuneration
Committee

Members of the Nomination
Committee

Principal share registrar and
transfer office in the Cayman
islands

Hong Kong branch share
registrar and transfer office

Principal banker

Ms. Leung Ping Fun Anita (2N &) (chairperson)
Mr. Hui Ha Lam (35 )
Mr. Sung Chi Keung (Kif i)

Mr. Hui Ha Lam (FFE M) (chairman)
Mr. Sung Chi Keung (AKif5E)
Dr. Chan Kai Yue Jason, MH, JP (BR4 )

Maples Fund Services (Cayman) Limited
P.O. Box 1093, Boundary Hall

Cricket Square

Grand Cayman, KY1-1102

Cayman Islands

Boardroom Share Registrars (HK) Limited
2103B, 21/F, 148 Electric Road

North Point

Hong Kong

DBS Bank (Hong Kong) Limited
11/F., The Center

99 Queen’s Road Central

Hong Kong

Nanyang Commercial Bank, Limited

151 Des Voeux Road Central
Hong Kong
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INDUSTRY OVERVIEW

The information contained in this section and elsewhere in this Prospectus have been derived
from various official government publications, available sources from public market research and
other sources from independent suppliers, and from the independent research report prepared by
Frost & Sullivan. We engaged Frost & Sullivan to prepare an independent industry report in
connection with the Global Offering. The information from official government sources has not been
independently verified by our Company, the Sole Sponsor, the Sole Representative, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Co-Lead Managers, the
Underwriters or any of our or their respective directors and advisers, or any other persons or parties
involved in the Global Offering, and no representation is given as to its accuracy. Accordingly, the
information from official government sources contained herein may not be accurate and should not

be unduly relied upon.

SOURCE OF INFORMATION

We commissioned Frost & Sullivan, an independent market research and consulting firm, to conduct
an analysis of, and to prepare a report on, licensing markets in China for the period from 2016 to 2025.
We have agreed to pay a fee of RMB540,000 for the Frost & Sullivan Report, which we believe reflects
market rates for reports of this type. Frost & Sullivan is an independent global market research and
consulting firm founded in 1961 and based in the United States. It offers industry research and market
strategies and provides growth consulting and corporate training.

In preparing the Frost & Sullivan Report, Frost & Sullivan has relied on the statistics and
information obtained through primary and secondary research. Primary research includes interviewing
industry insiders, competitors, downstream customers and recognised third-party industry associations,
while secondary research includes reviewing corporate annual reports, databases of relevant official
authorities, independent research reports and publications, as well as the exclusive database established
by Frost & Sullivan over the past decades.

The forecasts were made by Frost & Sullivan based on the following assumptions:

. Government policies on the licensing industry in mainland China and Hong Kong will remain
unchanged during the forecast period;

d The licensing industry in mainland China and Hong Kong will be continuously growing and
driven by rising IP protection awareness and changing consumption habits, prosperity of the
internet and e-commerce, increasing creative capability of original IP, etc.

Frost & Sullivan conducts research on market size, share and segmentation analyses, competitor
tracking and corporate intelligence, etc. Some of the information extracted from the Frost & Sullivan
Report are also referred to in “Summary”, “Business” and “Financial Information” in this Prospectus.
Our Directors confirm that, to the best of their knowledge, there is no adverse change in the market since
the date of the Frost & Sullivan Report which may qualify, contradict or have an impact on the
information in this section.

Except as otherwise noted, all of the data and forecasts contained in this section are derived from the
Frost & Sullivan Report, various official government publications and other publications.
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INDUSTRY OVERVIEW

VALUE CHAIN OF CHARACTER LICENSING

Licensing refers to the mechanism that the licensor or licensing agent authorises the licensee to use
the IP rights by contracts and usually charge royalty as a proportion of sales of licensed goods or fixed fee
over a time period. Licensors can directly contact with licensees, or licensing agents can work as the
brokers between the licensors and licensees and monitor on behalf of licensors the usage of IPs by
licensees. The major players in licensing market generally include IP creators, licensors, licensing agents
and licensees. The following chart shows the value chain of licensing market:

IP Creator

e [P creators are individual
or groups of artists,
musicians, writers and
designers, etc. who
create IPs through
various carriers such as
images, novels,
cartoons, music, movies,
etc., which attract
audience’s attention and
likeness

Licensing
Agent

Licensor

Owners of IPs

Charging the licensee a
royalty fee for the right to
use IPs

Licensors can buy IPs
from original IP creators or
be IP creators themselves
Some licensors provide
brand or image
management and design
consultation services to

Licensee
Manufacturer
Retailer
PR and
marketing agent
LBE organizers

The licensee could be
manufacturer, retailer,
public relations and
marketing agent, LBE
organizer or etc. who
would make use of the
benefit from the
awareness and
attractiveness of the IP to
manufacture products
and to organise

Customer

¢ Product end
users

* LBE visitor

*  Other customers

End users who are
purchasing
licensed goods or
participate in
licensed
activities/events

the licensees activities/events

Source: Frost & Sullivan

CHARACTER LICENSING MARKET IN ASIA-PACIFIC

The total revenue of the character licensing market in the Asia-Pacific region is expected to rise
from approximately HK$12.2 billion in 2016 to approximately HK$14.3 billion in 2020, representing a
CAGR of approximately 4.0%. Character licensing market is expected to grow at a CAGR of
approximately 5.7% from 2021 to 2025, achieving approximately HK$19.2 billion in 2025.

Market Size of Character Licensing Market (by Total Revenue*), APAC, 2016-2025E

GR CAGR
-20) (21E-25E)

Market size ~ 4.0% 5.7%

HKD Billion

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Source: Frost & Sullivan
* Total revenue includes royalty fees from granting licensees the right to use the character IP as well as

other consulting and design fees charged during the course of licensing activities.

- 77 -



INDUSTRY OVERVIEW

In recent years, character licensing industry in the Asia-Pacific region is developing at a fast pace,
especially for regions like Japan, mainland China, Hong Kong, South Korea, Thailand, Malaysia and
Taiwan. Driven by the emergence of a variety of popular IPs and successful cases of IP commercialisation
in the above markets, such as the increasing popularity of trendy toys featured with character IPs in China
and Asia market, the market demand for licensing products in the Asia-Pacific region remains strong, and
hence the licensing industry in the Asia-Pacific region is expected to maintain a strong and continuous
growth going forward. Set out below are the retail sales value of character licensed goods of selected
Asia-Pacific countries and regions:

Retail Sales Value of Character Licensed Goods,
Selected Asia Pacific Countries and Regions, 2016 & 2020 & 2021E & 2025E

HKS Billion I 2016 1 2020 2021E [l 2025E
200
150 98.8 124.6
0 89.4 ‘ s
71.8 39.9 508
50 38.6
e e mg 07050607 208692 110031303133 27273041 25222841
0 |
Japan Mainland China Hong Kong South Korea Taiwan Thailand Malaysia
CAGR 16-20 5.6% 0.8% -4.9% -1.1% -0.9% -0.3% 2.8%
CAGR 21E-25E 6.0% 7.6% 43% 4.6% 1.3% 7.6% 10.7%
Source: Frost & Sullivan

OVERVIEW OF CHARACTER LICENSING MARKET IN MAINLAND CHINA AND HONG
KONG AS A WHOLE

The retail sales value of character licensed goods in mainland China and Hong Kong as a whole
increased from approximately HK$39.3 billion in 2016 to approximately HK$40.4 billion in 2020 at a
CAGR of approximately 0.7%.

In mainland China, the character licensed goods market had experienced rapid growth from 2016 to
2019. During this period, the growth of several leading character IPs such as Boonie Bears has raised
public awareness of their brands via IP commercialisation. Compared to 2017, the retail sales value of
character licensed goods shrank slightly in 2018. This is due to the funding pressure in China’s film and
TV industries since 2017, which is one of the main monetisation channels for character IPs. The IP
creators and designers were less incentivised to create new IP characters and hence the number of new IPs
created declined accordingly in 2018. In 2019, the market recovered as the aforementioned factor, i.e.,
the funding pressure in China’s film and TV industries, no longer influenced the market. In 2020, the
outbreak of COVID-19 led to a decrease in the retail sales value of the character licensed goods in
mainland China. In the future, due to the increasing creative capability domestic IPs and consumers’
rising awareness for IP protection, the retail sales value of character IP licensed goods is expected to
grow rapidly at a CAGR of approximately 7.6% from 2021 to 2025, and reach approximately HK$59.8
billion in 2025 in mainland China.

In Hong Kong, the character licensed goods market was relatively stable between 2016 and 2019.
Despite that, the character licensed goods market exhibited poor performance in 2020, given that the
consumer goods market in general was severely hit by the outbreak of COVID-19. In the future,
considering that the pandemic is gradually under control with the increasing vaccination rate and that the
retail market in Hong Kong is recovering, the character licensed goods market in Hong Kong is
anticipated to recover, albeit at a relatively slow pace.
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Retail Sales Value of Character Licensed Goods,
Mainland China and Hong Kong, 2016-2025E

HKD Billion CAGR CAGR
20 - 16-20 21E-25E

60 A
522
50 A

40 o
30

51.6
20

0 —0.7 0.6
2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

I Mainland China Hong Kong
Source: Licensing International, Frost & Sullivan

Market Size of Character Licensing Market by Total Revenue

Regarding the character licensing market, royalty revenue generated from merchandise sales
represents a substantial portion of the total revenue of the character licensing market in both mainland
China and Hong Kong.

In mainland China, the licensed merchandise segment accounted for approximately 76.7% of the
total revenue of the character licensing market, reaching approximately HK$3.1 billion in 2020. The
slight decrease in royalty revenue generated from licensed merchandise sales in 2018 compared with
2017 was because of the drop in the retail sales revenue of character licensed goods as a whole in 2018,
as a portion of retail sales revenue of character licensed goods is typically charged as royalty revenue. In
2019, the retail sales value of character licensed goods recovered, and the royalty revenue generated from
merchandise sales increased accordingly. In 2020, the outbreak of COVID-19 dramatically disrupted the
retail market, and as a subsegment of retail market, character licensed goods market declined as well. In
addition, as theatres and cinemas were closed to maintain social distancing, the release of new films were
postponed and the supply of new character IPs generated from new films was therefore limited. As a
result, the royalty revenue generated from retail sales decreased in 2020 compared to that of 2019.

In Hong Kong, the royalty revenue generated from merchandise sales was relatively stable between
2016 and 2019, since whereas in 2020, the retail market was hit by the outbreak of COVID-19. The Hong
Kong government has taken actions to prevent the further spread of COVID-19. As the COVID-19
pandemic being gradually contained with increasing vaccination rates in Hong Kong and many other
countries, the travel restrictions worldwide are anticipated to be gradually lifted. Therefore, the retail
market in Hong Kong is expected to exhibit gradual recovery. As a result, the retail sales value of
character licensed goods in Hong Kong is expected to catch up slowly, and the royalty revenue generated
from licensed merchandise sales is anticipated to return to the pre-pandemic level by 2023.

As for the royalty revenue from promotion and events, the royalty revenue generated from
promotion and events in mainland China and Hong Kong experienced high growth rate of 5.1% and 4.0%
CAGR from 2016 to 2020 respectively, and the royalty revenue generated from events in mainland China
and Hong Kong grew at a CAGR of 3.0% and 1.9% from 2016 to 2020, respectively. This is due to the
prevalence of interactive marketing in mainland China and Hong Kong in recent years. Interactive
marketing, also known as event-based marketing, is a creative strategy to boost sales, where licensees
could take a responsive approach to make connections with customers via the use of featured character
IPs in their marketing campaigns, which further assisted the character IPs to gain popularity quickly
while stimulating the revenue growth of the licensees. Motivated by the growing revenue, licensees were
increasingly willing to obtain licence of the character IPs from licensors, and thus the royalty revenue
from promotion and events exhibited considerable growth. In the future, the prevalence of interactive
marketing is anticipated to continue, and thus the royalty revenue from promotion and events is expected
to display continuous growth.
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Market Size of Character Licensing Market
(by Total Revenue), Mainland China, 2016-2025E

CAGR CAGR
(16-20) (21E-25E)

9 0,
HKD Billion Total 2.3% 10.0%
CAGR CAGR
16-20 21E-25E
1.7% 8.4%

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Royalty Revenue from Merchandise - Royalty Revenue from Promotion - Royalty Revenue from Events

Market Size of Character Licensing Market
(by Total Revenue), Hong Kong, 2016-2025E

CAGR CAGR
(16-20) (21E-25E)

Total 1.2% 2.2% CAGR CAGR
HKD Bill 16-20 21E-25E
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Royalty Revenue from Merchandise [l Royalty Revenue from Promotion [l Royalty Revenue from Events
Source: Frost & Sullivan, National Bureau Statistics of China, Licensing International
Market Drivers of Character Licensing Market
Rising IP Protection Awareness and Changing Consumption Behaviors in Mainland China

The PRC government has been promoting the importance of IP protection. In 2019, the State
Council issued the Opinions on Strengthening IP Protection P % %8 {b %0 ik =5 FE AR 58 1Y 2 L),
emphasising the importance of IP protection and helping to educate the public with an aim to raise public
awareness on the value of IP and the importance of IP protection. With the rising awareness for IP
protection in China, consumers are recognising the IP brand value with a preference for officially
licensed products, which is evidenced by the increasing purchase of such products. The consumers are
recognising the guaranteed quality and the embodied value and concepts in officially licensed products.
In addition, with increasing disposable income, consumers are more capable of affording the premium
price charged by officially licensed goods.

Increasing Creative Capability of Domestic IP in Mainland China

China is developing at a fast pace in original IP creation and innovation, and domestic IP creators
from the upstream content market such as animation, comic, game, and novel are emerging in mainland
China market in recent years. It is easier for domestic consumers to identify and recognise domestic
original IPs, hence some multinational retailers have sought to leverage on the rising value of domestic
IPs in marketing and have engaged in the sales of products bearing domestic IPs. The increasing creative
capability of original character IP in mainland China has strengthened the character licensing market.
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Adequate Infrastructure for Licensing Business in Hong Kong

The mature financial, legislative, and social infrastructure in Hong Kong together with its proximity
to mainland China and SEA countries are contributing to the prosperous development of licensing
business in Hong Kong. Hong Kong holds many signature events on licensing every year, including Hong
Kong International Licensing Show and Asian Licensing Conference, etc. These events have a broad
coverage of IP brands across industries, such as arts and culture, entertainment, apparel, fashion, and
lifestyle, which attract different players across various sectors along the licensing value chain worldwide.
As such, the developed infrastructure provided a foundation for the development of the licensing business
in Hong Kong, which further invigorated its character licensing market.

More Sophisticated Application of Technology in Licensing Business in Hong Kong

The adoption of advanced technologies such as virtual reality technology, augmented reality
technology, and 3D projection further enable IPs to interact with consumers via more immersive ways.
This would create more IP commercialisation opportunities. For instance, by using 3D projection,
licensed characters can interact with the audience directly in various scenarios such as museums and
featured events.

Competitive Landscape of Character Licensing Market In Mainland China

The character licensing market in mainland China is competitive and fragmented. Both international
and domestic licensors are active in the market. Domestic licensors are companies whose headquarters
are registered in Hong Kong or mainland China and international licensors are companies with
headquarters located outside Hong Kong or mainland China and establish branches or work with
third-party agencies to operate their IP rights in the local markets. International giants usually have
strong operational capabilities, design capacity and broad mass basis, which makes them competitive in
the licensing market in mainland China. The development of the character licensing market in mainland
China started later than some foreign markets. Over the recent years, some domestic licensors have
gained success in the character licensing market in mainland China due to their superior design and
branding capability. The emergence of large-scale domestic licensors in mainland China brought fast
development to the domestic character licensing market. Apart from multinational giants and large-scale
domestic licensors, there are numerous small-and-medium licensors emerging in the mainland China
character licensing market. However, most of the small-and-medium licensors are lacking licensing
talents to support sufficient market operation.

There were over 300 active character licensors in the character licensing market in mainland China
by the end of 2020. In 2020, we accounted for approximately 2.4% of the character licensing market in
mainland China in terms of licensing revenue and ranked among the top ten players in the character
licensing industry in mainland China. Among the domestic licensors (i.e. licensers with headquarters
registered in mainland China or Hong Kong), our Group, which is famous for our IP, B.Duck, was the
second largest domestic licensor of self-created characters in the character licensing market in mainland
China in terms of revenue.

With respect to the character licensing market in Hong Kong, our Group recorded revenue of
approximately HK$1.4 million in FY2020, accounting for approximately 0.7% of the market share in

terms of licensing revenue.

For the competitive strengths of our Group, please refer to “Business — Our Competitive Strengths”
in this Prospectus for a detailed discussion.

— 81—



INDUSTRY OVERVIEW

Market Share of Top Licensors in Character Licensing Market (by Revenue*),
Mainland China, 2020

Total = HK$ 3,994.7 million

48.5%
2.6%
12% | 2.3% ’

Il The Walt Disney Company [l Our Group I Universal Pictures
Il Ssanrio Co., Ltd Fantawild Holdings Inc. ViacomCBS Inc.
I Toei Animation Inc. Shueisha Inc. Others

Alpha Group Co., Ltd B Skynet (Shanghai) Brand Management Co., Ltd

Source: Company Annual Reports, Frost & Sullivan

Company Name Ry Mok
1 The Walt Disney Company 1,021.6 25.6%
2 Sanrio Co., Ltd 256.4 6.4%

3 Toei Animation Inc. 2324 5.8%
A Alpha Growp Co. Lid_ _ _ _ _ 1041_ _ _ _2.6% _
: 5 Our Group 94.6 2.4% ‘|
T6 Fantawild Holdings Inc. 023 23%

7 Shueisha Inc. 88.3 2.2%
3 Skynet (Shanghélg.?]rjgd Management 69.1 1.7%
9 Universal Pictures 50.5 1.3%
10 ViacomCBS Inc. 48.3 1.2%
Others 1,937.2 48.5%
Total 3,994.7 100.0%

Revenue refers to royalties from licensed merchandise goods, promotion and events as well as other
consulting and design fees charged during licensing activities.

Notes:

1.

The Walt Disney Company, a diversified worldwide entertainment company which principally engaged in (i)
media network; (ii) theme parks and consumer products; (iii) studio entertainment; and (iv) direct-to-consumer
streaming services.

Sanrio Co., Ltd is a Japanese character licensing company which principally engaged in (i) design and licensing
of character IP and copyrights; (ii) sales of social communication gifts, greeting cards, books and newspaper;
(iii) publishing and production of content media; and (iv) design and operation of theme parks.

Toei Animation Inc. is a Japanese entertainment company which principally engaged in (i) production of
animations for TV and movie theaters; (ii) licensing of TV series, video streaming and online game
applications; and (iii) operation of character retail stores and sales of character goods.

Alpha Group Co., Ltd is a Chinese entertainment and licensing company which principally engaged in (i)
production of cartoon and animation; and (ii) sales of toys and character goods.

Fantawild Holdings Inc. is a Chinese entertainment company which principally engaged in (i) design and

production of content and media; (ii) production of special effect films, animations and themed performance;
(iii) sales of consumer products; and (iv) design and development of theme parks.

— 82—



INDUSTRY OVERVIEW

6. Shueisha Inc. is a Japanese publishing company which principally engaged in (i) publication of books,
magazine and other literatures; and (ii) copyright management and licensing.

7. Skynet (Shanghai) Brand Management Co., Ltd is a Chinese brand licensing company which principally
engaged in (i) design and licensing of characters; and (ii) sales of character goods.

8. Universal Pictures is a US based film studio which principally engaged in (i) production of motion pictures and
movies; (ii) sales of consumer products; and (iii) design and development of games and digital platforms.

9. ViacomCBS Inc. is a US based media and entertainment company which principally engaged in (i) media
network; (ii) cable network and premium streaming services; and (iii) the release, distribution and/or licensing
of film and television products.

The following chart shows the ranking of top five domestic licensors in character licensing in
mainland China in 2020:

Top 5 Domestic Licensors in Character Licensing Market (by Revenue®),
Mainland China, 2020

N Revenue* s
Company Name (HKD million) Market Share

3 Fantawild Holdings Inc. 92.3 2.3%
Skynet (Shanghai) Brand Management
4 Co., Ltd 69.1 1.7%
5  Guangdong Winsing Company Limited 26.3 0.7%
Others 3,608.4 90.3%
Total 3,994.7 100.0%
* Revenue refers to royalties from licensed merchandise goods, promotion and events as well as other

consulting and design fees charged during licensing activities.

Source: Company Annual Reports, Frost & Sullivan

Note: Guangdong Winsing Company Limited, is a Guangzhou based animation company, engaging in
production and distribution of film and TV series in conjunction with licensing and merchandise
activities.

Entry Barriers for Character Licensing Market
IP Awareness and History

Consumers’ awareness and the history of an IP play important roles in determining the commercial
value of the IP. Existing market players of the character licensing market have established strong market
presence with their iconic IPs which have nurtured and grew an audience base. New entrants have to
invest heavily in marketing activities to increase awareness and accumulate audience over a long time
period before entering the licensing market.

Marketing and Branding Capabilities and IP Protection

The licensing value of an IP character depends heavily on its recognition. Appropriate marketing
and branding strategies and substantial resources or investment are required to improve character
recognition. The marketing capabilities of licensors also include introducing the character to the market,
promoting its exposure, communicating its value and maintaining a positive public impression. To
develop a well-received character, experiences of the market and continuous innovations are required. It
is hard for a new entrant to obtain the required capabilities.
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Once the character is developed and successfully marketed to the public, the company is required to
have IP protection measures to protect IP copyrights from infringement and counterfeit design which
would substantially harm the image and earnings of licensors. The requirement of well established IP
protection measures would be a barrier for new entrants.

Design Capability

Creating a popular character image and adapting the image to licensees’ products require strong
design capabilities. For entrants who are also the creators of IP characters, it would be easier for them to
redesign or adjust the character image according to licensees’ requirements individually. However, for
new entrants who enter into the market through direct acquisition of IPs, the lack of original design
capability would be a challenge for them to sustain their business and maintain a stable relationship with
licensees.

Talent Team

Human resource is the key to maintain the design capabilities of a character licensing company. A
team with strong design and operation talent and rich experience in licensing market is vital for
continuous development of a character and enhancing its commercial value. As the character licensing
industry is relatively new in mainland China, special talents for character licensing business are in
shortage. It takes high input of capital and time for new entrants to build a qualified team for character
licensing business.

Threats and Challenges Faced by the Character Licensing Market
Potential Negative Impact on IP Value due to Inappropriate Use of IP

In recent years, the reputation of some Chinese IPs got impaired as their images were used in
unsavoury contexts which resulted in negative impact on their IP value. The licensing of character IP to a
third party might involve certain risks of undermining the image of the character IP since the character IP
is automatically associated with and held accountable for the quality of the IP licensed goods or the
content of a promotional activity featuring that particular character IP. When an inferior product or an
irresponsible event planner use the IP, the public’s perception of the character IP would be negatively
affected and its image would be impaired. As such, the reputation of a character IP would be harmed in
the event of inappropriate commercialisation of that character IP.

Potential Impact of Counterfeits

Although the IP protection mechanism of the licensing market in mainland China is improving,
counterfeit IP products which closely mimick or imitate the popular character IPs, are inevitable. Such
misbehaviors of the licensing market could compromise the income of IP licensors as well as paying
licensees, which could prevent the character licensing market from growing steadily.

Shifting Consumer Preferences

Some character IPs have been created and commercialised for a considerable period of time, and
have attracted a particular generation of people through association with their childhood memories,
thereby securing a loyal fan base and consumer group. As the fans and/or potential customers of these
character IPs grow up, their preferences shift and they might lose interest in purchasing licensed goods of
these IPs. Therefore, if these long-standing IPs fail to sustain the loyalty of their consumer groups or
expand their fan base and target consumer group by attracting the younger generations, it is likely for
them to lose popularity and their ability to promote merchandise sales may be largely compromised.
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ANALYSIS OF CHARACTER IP PRODUCTS E-COMMERCE MARKET IN MAINLAND CHINA
Overview of E-commerce Market in Mainland China

Compared to traditional retail, e-commerce lowers costs of operating a business and overcomes the
geographical limitation. E-commerce through mobile phone applications further blurs the geographical
boundaries in the retail market.

E-commerce developed rapidly in mainland China from the first 10 years in the 21st century because
of favourable government policies and developing Internet infrastructure. The penetration rate of
e-commerce experienced a rapid growth from 2016 to 2020, reaching 26.0% in 2020, and because of the
outbreak of COVID-19, consumers are used to online channels more frequently during home quarantine.

The e-commerce market can be separated into three categories, namely B2B (Business to Business),
B2C (Business to Consumer), and C2C (Consumer to Consumer). Leading comprehensive e-commerce
platforms have dominated the B2C e-commerce market with the largest user traffic gathered.

Online retail sales value of the B2C e-commerce market is expected to increase from RMBS5.2
trillion in 2016 to RMB12.4 trillion in 2020 at a CAGR of 24.3%, and it is expected to further grow to
RMB21.6 trillion in 2025 at a CAGR of 11.1% from 2021 to 2025.

Internet infrastructure has been developing quickly since 2015. The total number of internet users in
China is expected to reach 976.3 million in 2020, and it is expected to further grow at a CAGR of 6.6%
from 2021 to 2025.

Live streaming is one of the fastest emerging channels in e-commerce market in mainland China and
represent a substantial portion of the growth of e-commerce market. Driven by the increasing expenditure
on entertainment and culture of consumers, the escalating demand for social activities through online
channels, the burgeoning mobile phone applications for short videos, and the emergence of professional
KOLs that e-commerce platforms or specialty live streaming platforms can leverage to boost sales, the
live streaming e-commerce market has exhibited tremendous growth in recent years. The live streaming
e-commerce market in terms of merchandise sales GMV in mainland China grew from HK$2.0 billion in
2016 to HK$1,463.9 billion in 2020 at a CAGR of 420.1%. Live streaming e-commerce market in
mainland China enjoyed rapid and substantial growth during the pandemic. The market is anticipated to
reach HK$6,571.5 billion in 2025 at a CAGR of 32.9% from 2021 to 2025. In the future, broader product
categories are expected to be sold during live streaming sales. Anchors on these live streaming platforms
are anticipated to utilise more diverse forms and develop new tactics to broadcast in order to distinguish
themselves from their peers. To improve the quality of their live streaming sessions which in turn would
retain their audience and boost sales, some anchors would invite special guests, such as film stars, to
participate in their live streaming sessions and interact with the audience. To leave a deep impression on
the viewers, some anchors would choose to broadcast outside the studio so as to create new content.
Furthermore, in order to nurture consumer interest in the products that they are promoting, anchors would
host the live streaming events right at the place of origin, production facility or the sales points of such
products to enable the viewers to gain more information of the products. By utilising various tactics and
developing new streaming styles, anchors would not only develop new content and forms but also
enhance their competitiveness, which in turn would drive other anchors to follow the trend and develop
new tactics and content to remain competitive in the live streaming market.
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Market Size of Live Streaming E-commerce Market (by Merchandise Sales GMV),
Mainland China, 2016-2025E

CAGR CAGR
HKS Billion (16-20) (21E-25E)

8,000 - Market size 420.1% 32.9%

6,571.5

6,000 ~

4,000 A

2,911.9
2,107.0
2,000 -
2.0 19.2 122.8
0
2016 2017 2018 2019 2020 2021E 2022 2023E 2024E 2025E
Source: Frost & Sullivan

Market Size of Character IP Licensed Goods E-commerce Market in Mainland China

The e-commerce market of the overall IP licensed goods in mainland China grew from HK$17.1
billion in 2016 to HK$30.3 billion in 2020 at a CAGR of 15.4%. Character IP licensed goods are expected
to account for approximately 54.1% of total market GMV of mainland China in 2020. Although
COVID-19 has impacted the overall IP products market, e-commerce market of IP licensed goods
remained stable in 2020 since consumers rely more on online channels to purchase during the pandemic,
such as through live streaming sales. The e-commerce market of character IP licensed goods in mainland
China increased from HK$11.7 billion in 2016 to HK$16.4 billion in 2020 at a CAGR of 8.8%, and it is
expected to grow to HK$31.8 billion in 2025.

Character IP has been taking up the largest portion of the IP market, whereas fashion IP and
corporate brand IP have experienced strong growth and gained more market share. As brand owners are
becoming more interested in art elements and brand value, the IP licensed goods e-commerce market in
mainland China is expected to have more diversified IP categories in the future. Driven by the
diversification of IP categories, the IP licensed goods e-commerce market is expected to grow
continuously from 2021 to 2025 in mainland China.

In character IP licensed goods segment, the e-commerce penetration rate is expected to reach 45.5%
in 2021 and further grow to 55.6% in 2025. The growth of e-commerce penetration rate is driven by the
more diversified ways to present character licensed goods on e-commerce platforms, such as through live
streaming, etc.

Market Size of E-commerce Market of IP Licensed Goods (by GMV),
Mainland China, 2016-2025E

CAGR CAGR

16-20 21E-25E

HKS$ Billion 53.0% 55.6%

50.3%
709 5.5% : .Gb Ca9% )
37.9% ’
60 56.

50 -
40 A
30 A
20 1

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Il Character Licensed Goods Il Other IP Licensed =@— E-commerce Penetration Rate of Character IP Licensed Goods*

Source: Frost & Sullivan, National Bureau Statistics of China, Licensing International

* E-commerce Penetration Rate of Character IP Licensed Goods = GMV of Character Licensed Goods /
Total Character IP Licensed Goods Retail Sales Value
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Market Size of Character IP E-commerce Market in Mainland China

Character IP products can be categorised into self-owned character IP products and character IP
licensed goods. E-commerce market of character IP products in mainland China grew from HK$13.7
billion in 2016 to HK$21.3 billion in 2020 at a CAGR of 11.7%. It is expected to grow to HK$41.5 billion
in 2025 at a CAGR of 12.5% between 2021 to 2025. Retailers are recognising the benefits of developing
self-owned IPs so as to glean more profits along the value chain. Through developing self-owned IPs,
they can save licensing cost, and build competitive advantage over other retailers in the same industry
which do not possess memorable IPs. On the other hand, the successful cases of domestic character IP
commercialisation through online channels also incentivised IP owners to enter the e-commerce market.

Market Size of E-Commerce Market of Character IP Products (by GMV),
Mainland China, 2016-2025E
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[ | Self-owned Character IP Products [ ] Character Licensed Goods
Source: Frost & Sullivan, Licensing International
Market Drivers of IP Products E-commerce Market in Mainland China
Data-driven Licensing Product Innovation

By accumulating a large amount of e-commerce purchase records, e-commerce platforms are better
equipped to understand their customers through their purchase behaviours. IP licensors and IP owner
operators also cooperate with e-commerce platforms for more data-driven product innovation to better
cater to the consumers’ tastes. It also facilitates overseas IPs’ first entry into the China market who have
little knowledge of the customers in China. In 2018, the British Museum began to collaborate with Tmall
for IP licensing. Tmall’s understanding of its target consumers in the cultural and creative industry has
helped the British Museum to quickly establish a strong presence in China.

More Digital Natives for Licensors to Capture

E-commerce platforms have gathered numerous potential customers of IP products, especially the
younger generations who have distinct a more aesthetic proposition. Younger customers are also more
active in online communities such as Animation, Comics and Games (ACG) forums, where IP culture has
a strong presence. These digital natives, growing up in the era with a widespread adoption of digital
technologies, are more likely to purchase IP products online. Therefore, e-commerce platforms bring
together a promising market for IP licensors to capture the attention of the younger generations.

Immersive Technologies Enhance Consumer Experience
Fans of IPs usually expect more than just visual elements when they purchase IP products online.
Immersive technologies such as VR and AR would enhance customers’ experience by presenting the IP

products vividly. Besides, consumers can also experience IP events online with immersive technologies.
Technology advancement would therefore give more possibilities to the IP industry in China.
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Market Trend of IP Products E-commerce Market in Mainland China
Mutual Promotion between IP Licensing and Time-honoured Brands

Since 2006, the Chinese Ministry of Commerce began to recognise the significance of brands with
long-history and exclusive technologies as time-honoured brands (£ %%) and encouraged them to
integrate online and offline retail channels to boost their sales. To attract Generation Z consumers, these
time-honoured brands turn to merchandise IP licensing and cooperate with e-commerce giants to engage
in data-driven product innovation. For example, in 2017, Tmall launched a programme to help the
time-honoured brands to capture young consumers and expand to overseas via IP licensing, cross-over
marketing, and product customisation. As a result, various time-honoured brands have regained their
popularity and successfully entered in the licensing goods e-commerce market. Both the time-honoured
brands and the IP licensing market would benefit from favourable policies and business intelligence from
e-commerce giants.

Comprehensive Marketing Solutions to Promote Licensed Products Online

The ripple effect of COVID-19 outbreak makes licensors and IP owner operators more sensitive to
return on investment and sales figures. They are seeking comprehensive marketing solutions for IP
licensed products such as livestream promotion and short-video advertising. E-commerce platforms,
which can gather a large number of potential consumers and present IP licensed products in interactive
and diverse ways, become a good choice for licensees and IP owner operators to drive consumers’
engagement and sales. In addition, e-commerce platforms can contribute to nurturing consumers’ interest
in the IP products on the early stage, and also help to attract customer traffic to offline channels such as
pop-up stores. In addition, IP licensors and IP owner operators nowadays rely more often on key opinion
leaders (KOL) whose followers take much regard for their recommendations instead of celebrities’
opinions. KOL engagement helps IP licensed products to promote brand, and to build trust and awareness
among the KOL’s followers. KOLs also can create high-quality content and contribute to a broader local
reaching out for the IP licensors.

Digitalisation of IP Licensing Value Chain via E-commerce Platforms

Besides selling IP licensed products online, licensors are moving key activities of the licensing
value chain including IP sourcing, licensing, marketing, and sales to online platforms. For example,
Alifish, a digital licensing platform owned by Ali Pictures, has established a long-term partnership with
leading IP licensors. Alifish helps the IP licensors to increase the commercial values by linking them up
with diversified downstream licensees, planning promotion events, and driving traffic to Tmall and
Taobao. Supported by e-commerce channels, IP licensing platforms move up the value chain by providing
comprehensive services to licensors.

More Tailored Marketing Campaigns on E-commerce Platforms

E-commerce platforms allow tailored marketing campaigns for IP licensors and IP owner operators
by leveraging big data and various interactive marketing channels, and eventually boost sales figures.
E-commerce platforms have accumulated extensive consumers’ purchase behaviour data which can be
used to personalise advertising contents and to better prime consumption behaviour. With a better
understanding of the consumers, e-commerce platforms also initiated promotion campaigns in recent
years.
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Membership marketing that helps IP licensees and IP owner operators to remain laser-focused on
their existing fans who are the right target group for their IPs is gaining more attention. This is because
new customer acquisition can be costly, and convincing an existing customer to repeatedly purchase the
IP licensed products can save most of the steps (such as consumer education) leading up to the purchase
by new customers. Thus, relying on loyalty programmes such as loyalty reward programmes to
incentivise repeated purchases would encourage consumers to patronise IPs.

Competitive Landscape of China IP Products E-commerce Market

Regarding IP products e-commerce market, online stores can be categorised into direct-sales stores
and licensee stores. An IP owner can either run online stores by itself and sell its IP products to customers
(i.e. direct-sales stores) or license IP rights to licensees who will be in charge of online store operation
(i.e. licensee stores). Direct-sales store model enables IP owner to diversify its business segment from
pure licensing business, and assist I[P owner to understand consumer preference and purchase habits
better by directly accessing to consumer market, to cooperate with e-commerce platforms closely, and to
have a better quality control on IP merchandise.

Regarding character IP product e-commerce market in mainland China, the market is highly
fragmented with diversified product categories as well as players (including licensee and licensors) who
are selling character IP products. Representative players include Disney (Disney IPs), Tsuburaya
Productions Co (Ultraman IP), and Sunrise International (Gundam IP), etc.

Regarding the self-owned character IP product e-commerce market in mainland China, the market is
fragmented with long-tail characteristics and diversified product categories. The sales value of our
Group’s character IP product e-commerce sales in mainland China in FY2020 amounted to approximately
HK$129.6 million, with a market share of approximately 2.6% in the self-owned character IP products
e-commerce market in mainland China in terms of sales value.

Market Share of Top 5 Players in Self-owned Character IP E-commerce Market
(by Sales Value), Mainland China, 2020

19.0%

Il Jinhong Fashion Group Co., Ltd I Alpha Group Co., Ltd
I Pop Mart International Group Limited Others

I Sanrio Co., Ltd

I8 The Walt Disney Company

Source: Company Annual Reports, Frost & Sullivan
Notes:
1. Jinhong Fashion Group Co., Ltd, headquartered in Nanjing, is an apparel company which designs, produces and

sells apparel products, including women’s wear, men’s wear, kids” wear.
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2. Pop Mart International Group Limited, is a Beijing based trendy culture and entertainment company, with
business focus on nurturing artists, incubating IPs and promoting trendy toys.

Company Name SalesV:Tllfe Market
(HKD million) Share
1 Jinhong Fashion Group Co., Ltd 929.9 19.0%
2 Pop Mart International Group Limited 900.8 18.4%
3 Sanrio Co., Ltd 501.0 10.2%
4 The Walt Disney Company 490.0 10.0%
5 Alpha Group Co., Ltd 321.6 6.6%
Others 1,756.7 35.8%
Total 4,900.0 100.0%
Source: Company Annual Reports, Frost & Sullivan

Entry Barriers of IP Products E-commerce Market
IP Barrier

In order to conduct licensed goods e-commerce business, operators must either possess self-owned
IPs or cooperate with licensors. Licensed goods e-commerce operators will naturally enjoy fan economy
effect (¥} 5% £ 7544 ) and benefit from the customer loyalties to the IP itself. Only with merchandises
featured with IPs can the operator make an entry to licensed goods e-commerce market, and therefore IP
becomes the most critical and fundamental entry barrier for the market.

E-commerce Operation Experience and Capacity Barrier

Licensed goods business operators equipped with abundant experiences in running e-commerce
business is another essential factor to succeed. Experienced team will consider various means including
KOLs or celebrities live streaming sale (EL#%7{7 ), collaboration with e-commerce shopping festivals
(e.g. Double-Eleven, Double-12 Day), scene online shopping (%5 5 241 - #4), etc. to maximise the IP
influence and promote merchandise to consumers. Operators who are not familiar with online business

operation may feel not adaptive to the e-commerce environment and fade in the market.
Product Design Capacity Barrier

The design capacity of IP-licensed products or merchandises is another entry barrier, and operators
with such capacity can ensure the product quality and appearances to be consistent with images or
messages that an IP is delivering to the public, and helps to widely spread IP influences. Operators with
little or poor product design capacity are very likely to fail in licensed goods e-commerce business.

Threats and Challenges of IP Products E-commerce Market
COVID-19 Impact on IP Products Market

COVID-19 has impacted the global retail market with consumers’ lower income expectation and
cutting down on daily spending. In addition, the release of films and cartoons were postponed, leading to
a decrease in IP supply in 2020. With less IP creation and consumers’ lower willingness to buy IP
products, the retail sales of IP licensed goods market decreased in 2020, and the growth of IP Products
E-commerce sales slowed down accordingly. However, the IP Products market recovered soon after the
spread of COVID-19 was controlled. The ripple effect of COVID-19 is expected to be limited in the long
run.
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Consolidation of E-commerce IP Products Market

The e-commerce market in mainland China is dominated by several giants such as Taobao, Tmall,
and JD.com. Inevitably, online licensing goods e-commerce market shows a high consolidation since
only leading e-commerce platforms have enough intelligence to help IP licensors and IP owner operators
expand their business. This may lead to fierce competition in traffic and advertising resources between IP
licensors and IP owner operators. However, the IP products e-commerce market is on its growth stage and
still has a large growth potential. In the future, e-commerce platforms are expected to become more aware
of the importance of IP licensing market and enhance their capability to attract IP licensors and IP owner

operators.
COST ANALYSIS

Staff cost is an important cost component of a character IP company, and is one of the major cost
components of our Group. From 2016 to 2020, the average annual salary of people who are working in the
culture, sport, and entertainment industry in mainland China grew from HK$93,600 to HK$120,500 at a
CAGR of 6.5%. It is expected to grow to HK$181,200 at a CAGR of 8.4% from 2021 to 2025. The rising
demand for graphic designers from various industries under the rapidly-growing economy in mainland
China, combined with the supply of talents in the industry, continuously drives the increase of salary
from 2016 to 2025.

With the consumption upgrade in mainland China, the youth population nowadays tends to spend
more time and money on products or services relating to self-entertainment, including anime, mobile
games and movies, leading to a further development of business in culture, sport and entertainment, and
which acts as a driving force for the future average salary in the relevant industries. Practitioners of the
cultural and entertainment industry who may benefit from such growth include designers, technicians,

administration staff, and management staff of the culture, entertainment, and sports business.

Average Annual Salary of Culture, Sport and Entertainment Industry
Mainland China, 2016-2025E

CAGR CAGR
(16-20) (21E-25E)
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Source: National Bureau of Statistics of China, Frost & Sullivan
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HONG KONG LAWS AND REGULATIONS

Apart from the general laws and regulations in Hong Kong applicable to our Group, there is no
specific regulatory framework in Hong Kong that governs the principal business activities of our Group,
namely the character licensing business and e-commerce and other business. The following sets out the
general laws and regulations in Hong Kong relating to (A) the business operation of our Group; (B) the
employment of our Group; and (C) the health and safety of our Group’s employees, which are applicable
to our Group.

(A) Business Operation of our Group
Trade Marks Ordinance (Chapter 559 of the laws of Hong Kong) (the “Trade Marks Ordinance”)

Under the Trade Marks Ordinance, words, designs, figurative elements and other distinctive
signs may be registered as trademarks to distinguish the goods or services of one business from
another. Once registered, use of an identical or confusingly similar mark by a third party in respect
of the same or similar goods or services will constitute trademark infringement. In infringement
proceedings, the trademark owner or exclusive licensee (subject to terms of the licence) may in its
own name, seek for an injunction, an order for delivery up or disposal of the infringing goods and
materials, discovery of the infringing transactions and damages or an account of the infringer’s
profits.

A trademark registration will be valid for a period of 10 years from the date of registration and
can be renewed indefinitely for further periods of 10 years. Renewal only involves the filing of the
appropriate form and payment of the prescribed fee within 6 months before expiry or within a grace
period of not more than 6 months, otherwise the registration will be removed. Within 6 months of
removal (which is not extendible), it is possible to request for restoration and renewal of the mark
with payment of a fee.

If after taking into account all factors such as use, recognition, history of operation, value,
registrations, enforcement and goodwill of a trademark as described in Schedule 2 of the Trade
Marks Ordinance about determination of well-known trade marks, the trademark is determined to be
well-known, it will enjoy protection as a well-known mark under the Paris Convention. As a
well-known mark, the mark can enjoy protection against conflicting marks, business identifiers and
domain names even in the absence of a trademark registration in Hong Kong.

A trademark which is not used for a continuous period of 3 years or more after the grant of
registration without any valid reason (such as import restrictions or government requirements) may
become vulnerable to an application by a third party to cancel.

Copyright Ordinance (Chapter 528 of the laws of Hong Kong) (the “Copyright Ordinance”)

Graphic works, photographs and sculptures are examples of artistic works which are protected
by the Copyright Ordinance irrespective of artistic quality, provided they are original, i.e. created by
their authors without copying from an earlier work. Copyright subsists automatically upon creation
of such artistic works without the requirement for registration. Generally speaking, copyright in an
artistic work continues for a period of life of the author plus 50 years.
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Hong Kong adopts an open qualification system whereby any original works created by any
person or published by any person anywhere in the world can qualify for protection in Hong Kong.
On the other hand, by virtue of international conventions which apply to Hong Kong by reason of the
PRC being a member, copyright owned by a Hong Kong entity is recognised and enforceable in

nearly 180 member countries around the world.

In the context of artistic works created in the course of employment, unless the employment

agreement provides otherwise, the employer is the owner of the copyright.

Copyright protects against unauthorised copying of the whole or a substantial part of the work
and against dealing with infringements. In an action for infringement, a copyright owner or its
exclusive licensee can apply for injunctions, discovery of infringing acts, damages or accounts of
profits and may apply for an order of delivery up or disposal of the infringing copies or articles
specifically designed or adapted for making infringing copies. If the infringement is flagrant, the

court may award additional damages as the justice of the case may require.

The Law on Passing Off

Passing off is a common law tort to protect a trader’s goodwill generated from use of
distinguishing features of his trade such as the use of distinctive names, trademarks or get-ups in the
absence of registered trademarks for such distinctive elements. Goodwill is commonly defined as
“the benefit and advantage of the good name, reputation, and connection of a business, the attractive
force which brings in custom”. Another trader should not use in his trade features which are
identical or similar to such distinguishing features and which may confuse customers into believing

that his goods or services are those of the owner of the goodwill.

The remedies in an action for passing off are similar to those available in an action for
infringement of a registered trademark, principally an injunction, discovery, delivery up or disposal

and damages or an account of profits.

Registered Designs Ordinance (Chapter 522 of the laws of Hong Kong) (the “Registered Designs

Ordinance”)

Designs registrable under the Registered Designs Ordinance are features of shape,
configuration, pattern or ornament which are novel, which appeal to the eye and which are applied
to an article by any industrial process. Once registered, no one else can use or deal with articles in
respect of which the design is registered, a design which is not substantially different whether or not
such design is copied from the registered design or made independently. The remedies are basically

the same as for copyright but there is no provision for additional damages.

The period of protection of a registered design is renewable for periods of 5 years, up to a
maximum of 25 years in total. If a registrable design is not registered, it can still enjoy automatic
copyright protection for 15 years from the end of the calendar year in which the design is first

applied to an article.
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Confidential Information

In a business context, breach of confidence is a common law tort which protects commercial
non-public information provided that the owner takes prudent steps to preserve the confidentiality
of such information. This cause of action can protect trade secrets, customer and supplier database
and other confidential business information. Duty of confidentiality can arise from contract, such as
contract of employment, or if the person receiving the information should know that such
information was imparted in circumstances importing an obligation of confidence. This duty binds
not only the person receiving the confidential information but also a third party who receives such
information knowing that the information has been disclosed by his informant in breach of

confidence.

Inland Revenue (Amendment) (No. 6) Ordinance 2018

The Legislative Council passed the base erosion and profit shifting (“BEPS”) and transfer
pricing (“TP”) Bill (i.e. the Inland Revenue (Amendment) (No. 6) Bill 2017 (“the Bill”) on 4 July
2018. The Bill was enacted as Inland Revenue (Amendment) (No. 6) Ordinance 2018 (“the BEPS
and TP Ordinance”) and came into force on 13 July 2018. In embracing the BEPS initiatives taken
by the Organisation for Economic Co-operation and Development (“OECD”), the BEPS and TP
Ordinance also implements the various minimum standards under the OECD’s BEPS Action Plan in

Hong Kong.
TP regulatory regime

The BEPS and TP Ordinance codifies the arm’s length principle into the Inland Revenue
Ordinance (“IRO”) and empowers the Inland Revenue Department (“IRD”) to impose TP
adjustments on either income or loss arising from non-arm’s length transactions between associated
persons that give rise to potential Hong Kong tax advantage.

TP documentation requirement

The BEPS and TP Ordinance introduces a mandatory “three-tiered” TP documentation

requirement in Hong Kong consisting of the following:

1. Master File;

II. Local File;

III. Country-by-country (CbC) Report.
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Master File and Local File
The law provides two types of exemptions to entities that engage in transactions with
associated enterprises from preparing Master File and Local File. The exemptions set out thresholds
base on
(i) Size-based business exemption thresholds
A Hong Kong taxpayer meeting any two of the below three size-based business exemption
thresholds for an accounting period is exempted from preparing the Master File and Local File
for that accounting period:
I.  Total annual revenue not exceeding HK$400 million;
II. Total value of assets not exceeding HK$300 million;
ITII. Average number of employees not exceeding 100

(i1) Volume-based related party transactions exemption thresholds

The following thresholds (per accounting period) apply for each category of related party

transactions for exemption purpose:
I.  Transfer of property (excluding financial assets/intangible assets): HK$220 million;
II. Transaction in respect of financial assets: HK$110 million;
ITI. Transfers of intangibles: HK$110 million;
IV. Any other transactions: HK$44 million
Unless either of the above size-based or volume-based exemptions applies, a Hong Kong
taxpayer is required to prepare Master File and Local File for an accounting period within nine
months after the end of that accounting period.
CbC Reporting and notification
A Hong Kong ultimate parent entity (UPE) of a multinational enterprise group with prior year
annual combined group revenues of HK$6.8 billion or above (approximately 750 million Euros) (i.e.

a reportable group) is required to file a CbC report in Hong Kong, unless the surrogate parent

entity-filling-elsewhere exception applies.
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Substantial activity requirement for concessionary tax regimes

The BEPS and TP Ordinance includes provision with the effect that concessionary tax
treatments in the tax regimes for corporate treasury centres, reinsurance business, shipping
business, aircraft lessors and aircraft leasing managers will be available only if the specified
threshold requirements for determining whether profits producing activities are carried out in Hong

Kong are met.

Deeming provision on income from intellectual property (“IP”)

A new section 15F is introduced such that where a person has contributed in Hong Kong to the
development, enhancement, maintenance, protection or exploitation of an IP and income is derived
by a non-Hong Kong resident who is an associate of that person from the use of or a right to use such
IP outside Hong Kong, the part of the income that is attributable to the value creation contributions
in Hong Kong will be regard as a taxable trading receipt arising in or derived from a trade or
business carried on in Hong Kong.

Personal Data (Privacy) Ordinance (Chapter 486 of the Laws of Hong Kong) (the “PDPO”)

Section 4 of the PDPO states that any person who controls the collection, holding, processing
or use of the personal data (a “data user”) shall not do any act, or engage in a practice, that
contravenes any of the data protection principles set out in Schedule 1 to the PDPO (the “Data
Protection Principles”) unless the act or practice, as the case may be, is required or permitted under
the PDPO. Personal data means any data (a) relating directly or indirectly to a living individual; (b)
from which it is practicable for the identity of the individual to be directly or indirectly ascertained;

and (c) in a form in which access to or processing of the data is practicable.

We may collect the personal data of our fans through the WeChat mini programme to be
developed by us in the future. Hence, we will be required to comply with the Data Protection
Principles. The Data Protection Principles set out that (1) personal data must be collected in a lawful
and fair way, for a purpose directly related to a function or activity of the data user. Data subjects
must be notified of the purpose for which the data is to be used for and the classes of persons to
whom the data may be transferred. Data collected should be adequate but not excessive; (2) personal
data must be accurate and should not be kept for a period longer than necessary for the fulfilment of
the purpose for which the data is or is to be used; (3) personal data must be used for the purpose for
which the data is collected or for a directly related purpose unless voluntary and explicit consent
with a new purpose is obtained from the data subject; (4) a data user shall take practicable steps to
safeguard any personal data held against unauthorised or accidental access, processing, erasure, loss
or use; (5) a data user shall take practicable steps to ensure that its policies and practices in relation
to personal data, the kind of personal data it holds and the main purposes for which the personal data
is or is to be used for are made known to the public; and (6) a data shall be entitled to request access

to personal data and must be allowed to correct the personal data if it is inaccurate.
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In the event of non-compliance with any of the principles above, the Privacy Commissioner for
Personal Data may serve an enforcement notice on a data user, directing the data user to remedy the
contravention and, where applicable, prevent any recurrence of the contravention. Section 50A of
the PDPO states that a data user who contravenes an enforcement notice commits an offence and
shall be liable to a fine of HK$50,000 and to imprisonment for two years, and to a daily penalty of

HK$1,000 if the contravention continues after the conviction.

The PDPO further criminalises misuse or inappropriate use of personal data in directing
marketing activities under Part 6A of the PDPO, non-compliance with data access request under
section 19 of the PDPO, and unauthorised disclosure of personal data collected without consent
from data users under section 64 of the PDPO.

An individual who suffers damage, including injured feelings, by reason of contravention of
the PDPO in relation to his or her personal data, may seek damages from the data user concerned in

civil proceedings.

Employment of our Group

Minimum Wage Ordinance (Chapter 608 of the laws of Hong Kong) (the “Minimum Wage
Ordinance”)

The Minimum Wage Ordinance establishes a statutory minimum wage regime to provide for a
minimum wage at an hourly rate for employees employed under a contract of employment under the

Employment Ordinance (Chapter 57 of the laws of Hong Kong), save for stipulated exceptions.

Statutory minimum wage became effective on 1 May 2011 and with effect from 1 May 2019,
the minimum wage rate is currently set at HK$37.5 per hour. Any provision of the employment
contract which purports to extinguish or reduce the right, benefit or protection conferred on the

employee by this Minimum Wage Ordinance is void.

The Minimum Wage Commission must report on any recommended changes in statutory
minimum wage at least once in every two years to the Chief Executive in Hong Kong, and the Chief

Executive may adjust the statutory minimum wage having regard to such recommendation.

Mandatory Provident Fund Schemes Ordinance (Chapter 485 of the laws of Hong Kong)

Under the Mandatory Provident Fund Schemes Ordinance, employers are required to enrol
their regular employees (except for certain exempted persons) aged between at least 18 but under 65
years of age and employed for 60 days or more in a Mandatory Provident Fund (“MPF”) scheme
within the first 60 days of employment.
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For both employees and employers, it is mandatory to make regular contributions into an MPF
scheme. For an employee, subject to the maximum and minimum levels of income (HK$25,000 and
HK$7,100 per month, respectively before 1 June 2014 or HK$30,000 and HK$7,100 per month,
respectively on or after 1 June 2014), an employer will deduct 5% of the relevant income on behalf
of an employee as mandatory contributions to a registered MPF scheme with a ceiling of HK$1,250
before 1 June 2014 or HK$1,500 on or after 1 June 2014. Employer will also be required to
contribute an amount equivalent to 5% of an employee’s relevant income to the MPF scheme,
subject only to the maximum level of income (HK$25,000 per month before 1 June 2014 or
HK$30,000 on or after 1 June 2014).

Health and Safety of our Group’s Employees

Occupational Safety And Health Ordinance (Chapter 509 of the laws of Hong Kong)

The Occupational Safety and Health Ordinance provides for the safety and health protection of
employees in workplaces, both industrial and non-industrial and is therefore applicable to our
Group’s employees in general. Among others, employer must, as far as reasonably practicable,

ensure the safety and health at work of all our employees by:

(a) providing and maintaining plant and work systems that are, so far as reasonably

practicable, safe and without risks to health;
(b) making arrangement for ensuring, so far as reasonably practicable, safety and absence of
risks to health in connection with the use, handling, storage or transport of plant or

substances;

(c) providing all necessary information, instruction, training and supervision to employees

as may be necessary to ensure, so far as reasonably practicable, safety and health;

(d) providing and maintaining the workplace, and safe access to and egress from the

workplace that are, so far as reasonably practicable, safe and without risks to health; and

(e) providing and maintaining work environment that is, so far as reasonably practicable,

safe and without risks to health.

An employer who fails to do so intentionally, knowingly or recklessly commits an offence and

is liable on conviction to a maximum fine of HK$200,000 and to imprisonment for six months.
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The Commissioner for Labour may also issue improvement notices against non-compliance of
the Occupational Safety and Health Ordinance, or suspension notices against activity of workplace
which may create imminent hazard to the employees. Failure to comply with such notices
constitutes an offence punishable by a maximum fine of HK$200,000 and HK$500,000 respectively
and imprisonment of up to 12 months.

Occupiers Liability Ordinance (Chapter 314 of the laws of Hong Kong)

The Occupiers Liability Ordinance regulates the obligations of a person occupying or having
control of premises on injury resulting to persons or damage caused to goods or other property

lawfully on the land.

The Occupiers Liability Ordinance also imposes a common duty of care on an occupier of
premises to take such care as in all the circumstances of the case is reasonable to see that the visitor
will be reasonably safe in using the premises for the purposes for which he is invited or permitted by

the occupier to be there.

Employees’ Compensation Ordinance (Chapter 282 of the laws of Hong Kong)

The Employees’ Compensation Ordinance establishes a no-fault and non-contributory
employee compensation system for work injuries and lays down the rights and obligations of
employers and employees in respect of injuries or death caused by accidents arising out of and in the
course of employment, or by prescribed occupational diseases. The Employees’ Compensation
Ordinance in general applies to all full-time and part-time employees who are employed under a

contract of service or apprenticeship in any employment.

Under the Employees’ Compensation Ordinance, all employers are required to take out
insurance policies to cover their liabilities both under the Employees’ Compensation Ordinance and
at common law for injuries at work in respect of all their employees. An employer who fails to
comply with the Employees’ Compensation Ordinance to secure an insurance cover is liable on

conviction to a maximum fine of HK$100,000 and imprisonment for two years.

The Employees’ Compensation Ordinance provides for payment of compensation to
employees who are injured in the course of employment. An employer is liable to pay compensation
in respect of personal injuries sustained by his employees by accident rising out of and in the course
of employment; or in respect of total or partial incapacity or death of employee results from
occupational diseases and is due to the nature of any employment in which the employee was

employed at any time within the prescribed period immediately preceding such incapacity or death.
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PRC LAWS AND REGULATIONS

The relevant laws and regulations application to the operations and business of our Group’s

subsidiaries in the PRC are set out below:
(A) Foreign Investment

Investment activities in the PRC by foreign investors are principally governed by the Catalogue of
Industries for Encouraging Foreign Investment (the “Encouraging Catalogue”), and the Special
Administrative Measures (Negative List) for Foreign Investment Access (the “Negative List”), which
were promulgated and are amended from time to time by MOFCOM and the NDRC, and together with
the Foreign Investment Law and its respective implementation rules and ancillary regulations. The
Encouraging Catalogue and the Negative List lay out the basic framework for foreign investment in
China, classifying businesses into three categories with regard to foreign investment: “encouraged”,
“restricted” and “prohibited”. Industries not listed in the Encouraging Catalogue or the Negative List
are generally deemed as falling into a fourth category “permitted” unless specifically restricted by other
PRC laws. On 27 December 2020, MOFCOM and the NDRC released the Catalogue of Industries for
Encouraging Foreign Investment (2020 Version) (%8716 £% & 7 2 H #(20204F-/7))). On 23 June
2020, MOFCOM and the NDRC promulgated the Special Administrative Measures (Negative List) for
Foreign Investment Access (2020 Version) (<&M & A Il 5 LS 1 (BT VS ) (20204F-FR))),
which became effective on 23 July 2020.

On 15 March 2019, the NPC, promulgated the Foreign Investment Law ({AMEi#% & %)) (the
“FIL”), which has come into effect on 1 January 2020 and replaced the trio of laws regulating
foreign investment in the PRC, namely, the PRC Equity Joint Venture Law ({H #& A R I A1 E A 4h
HEKEZFEIE)), the Wholly Foreign-Owned Enterprise Law (<H e A RSL AN B A& A 3£35))
and the PRC Cooperative Joint Venture Law ({91 % A R ILFNE] A& VEL & D 2E7E)). Tts
implementation of regulations promulgated by the State Council in December 2019 also came into
effect on 1 January 2020. The FIL, by means of legislation, establishes the basic framework for the
access, promotion, protection and administration of foreign investment in view of investment

protection and fair competition.
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According to the FIL, foreign investment shall enjoy pre-entry national treatment, except for
those foreign invested entities that operate in industries deemed to be either “restricted” or
“prohibited” in the “negative list”. The FIL provides that foreign invested entities operating in
foreign “restricted” or “prohibited” industries will require entry clearance and other approvals. The
FIL does not comment on the concept of “de facto control” or contractual arrangements with
consolidated affiliated entities, however, it has a catch-all provision under definition of “foreign
investment” to include investments made by foreign investors in China through means stipulated by
laws or administrative regulations or other methods prescribed by the State Council. Therefore, it
still leaves leeway for future laws, administrative regulations or provisions to provide for
contractual arrangements as a form of foreign investment. In addition, a foreign investment
information reporting system shall be established and foreign investors or foreign-funded
enterprises shall submit the investment information to competent departments for commerce
through the enterprise registration system and the enterprise credit information publicity system.
Furthermore, the FIL provides that foreign invested enterprises established according to the existing
laws regulating foreign investment may maintain their structure and corporate governance within
five years after the implementing of the FIL, which means that foreign invested enterprises may be
required to adjust the structure and corporate governance in accordance with the current PRC
Company Law ({H 3 A\ RFLFIE 22 7] ¥ )) and other laws and regulations governing the corporate

governance.

On 26 December 2019, the State Council promulgated the Implementation Rules of Foreign
Investment Law ({3 A R AL 40 % & 2 H i % 1) ), which took effect on 1 January 2020
and abolished the Regulation on the Implementation of the PRC Equity Joint Ventures Law ({ "' %
N BRILFE NG GRS B E M A])), Interim Provisions on the Contract Term of Equity
Joint Ventures ({1 AME B R & G E W E 1T BIE )), Detailed Rules for the Implementation of
the PRC Wholly Foreign-owned Enterprise Law (% A RILAIESNE LB A A])) and
Detailed Rules for the Implementation of the PRC Cooperative Joint Venture Law ({H #E A & AN
B AN G AE S P E AN HI) ). The implementation rules further clarified that the state
encourages and promotes foreign investment, protects the lawful rights and interests of foreign
investors, regulates foreign investment administration, continues to optimise foreign investment
environment, and advances a higher-level opening. On 30 December 2019, MOFCOM and SAMR
jointly promulgated the Measures for Information Reporting on Foreign Investment ({4Pp#% & 15
Eﬁ&%?ﬁ?ﬁi))), which became effective on January 1, 2020. Pursuant to the Measures for
Information Reporting on Foreign Investment, where a foreign investor carries out investment
activities in China directly or indirectly, the foreign investor or the foreign-invested enterprise shall

submit the investment information to the competent commerce department.
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(B) Intellectual Property Rights
Copyright

Pursuant to the Copyright Law of the PRC ({3 A R AL FIE ZAERETL)) (the “Copyright
Law”), which was promulgated on 7 September 1990 and amended on 27 October 2001, 26
February 2010 and 11 November 2020, and its related Implementing Regulations (' # A It
B 5 AERETL B MEM 1)) promulgated on 30 May 1991 and amended on 2 August 2002,
8 January 2011 and 30 January 2013, copyrights include personal rights such as the right of
publication and that of attribution as well as property rights such as the right of production and
that of distribution. Reproducing, distributing, performing, projecting, broadcasting or compiling
a work or communicating the same to the public via an information network without permission
from the owner of the copyright therein, unless otherwise provided in the Copyright Law, shall
constitute infringements of copyrights. The infringer shall, according to the circumstances of the
case, undertake to cease the infringement, take remedial action, and offer an apology, pay
damages, etc.

Trademark

The PRC Trademark Law ({13 A R ILHE P #7212 )) was promulgated by the Standing
Committee of the National People’s Congress (the “SCNPC”) on 23 August 1982, which came
into effect on 1 March 1983, amended on 22 February 1993, 27 October 2001, 30 August 2013
and 23 April 2019, and the PRC Trademark Implementing Regulations (€ 3£ A [ 0[] i 12
PE M) ) promulgated by the State Council (the “SC”) on 3 August 2002 which came into
effect on 15 September 2002 and amended on 29 April 2014. These laws and regulations
provide the basic legal framework for the regulation of trademarks in the PRC. The trademark
office is responsible for the registration and administration of trademarks throughout the
country. The PRC has adopted a “first-to-file” principle with respect to trademarks. The period
of validity of a registered trademark is ten years from the date of registration; renewal is
allowed thereafter and the period of validity of each renewal of registration is ten years. The
State Administration for Industry and Commerce has the power to investigate and handle any
act of infringement of the exclusive right to use a registered trademark according to law; if the
case is so serious as to constitute a crime, it shall be transferred to the judicial authority for
handling.

For a trademark applied for registration, the PRC Trademark Office shall, within nine
months upon receipt of application documents for trademark registration, complete the
examination in the form of either preliminary acceptance or rejection. In the case of
preliminary acceptance, the PRC Trademark Office shall make a three-month public
announcement thereof, subject to any interested party’s challenge. Depending on whether any
opposition application is filed against it, a trademark thus announced may either go through
opposition application review or be approved for registration upon the expiration of the

announcement period.
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For trademarks that have been successfully registered, application for revocation or
invalidation may be filed against these trademarks. The PRC Trademark Review and
Adjudication Board shall make a ruling within 12 months upon receipt of the invalidation
application. Such period may be prolonged for six months after certain approval. In the event
that the party concerned is dissatisfied with the ruling of the PRC Trademark Review and
Adjudication Board, it may appeal to the People’s Court within 30 days from receipt of the

notice.

The PRC Trademark Office shall make decision within nine months upon receipt of
application to revoke a trademark. Such period may be prolonged for three months after certain

approval.

The specific periods stipulated in the Implementing Regulations of the PRC Trademark

Law shall not be included in the trademark examination and hearing periods.
Taxation
Enterprise Income Tax

According to EIF Law, which was promulgated on 16 March 2007, came into effect on
January 1 2008 and was subsequently amended on 24 February 2017, 29 December 2018, and
the Implementation Rules to the EIT Law ({3 A R 3L A0 [5 4 2E Fr {5 BL ik EAEIE 1)) (the
“Implementation Rules”), which was promulgated on 6 December 2007, came into effect on 1
January 2008 and was amended on 23 April 2019, enterprises are divided into resident
enterprises and non-resident enterprises. A resident enterprise shall pay EIT on its income
deriving from both inside and outside China at the EIT rate of 25%. A non-resident enterprise
that has an establishment or place of business in the PRC shall pay EIT on its income deriving
from inside China and obtained by such establishment or place of business, and on its income
which derives from outside China but has actual relationship with such establishment or place
of business, at the EIT rate of 25%. A non-resident enterprise that does not have an
establishment or place of business in China, or has an establishment or place of business in
China but the income has no actual relationship with such establishment or place of business,

shall pay EIT on its income deriving from inside China at the reduced rate EIT of 10%.

The PRC and the government of Hong Kong entered into the Arrangement between the
Mainland of the PRC and Hong Kong for the Avoidance of Double Taxation and the Prevention
of Fiscal Evasion with respect to Taxes on Income (< [A1 1 7 5 4 Il 47 IR [ ) % 364 T 445 o ke
Yo B B AN B BT AL % BE)) (the “Arrangement”) on 21 August 2006 and
implemented the Arrangement from 1 January 2007. According to the Arrangement, the
withholding tax rate 5% applies to dividends paid by a PRC company to a Hong Kong resident,
provided that such Hong Kong resident directly holds at least 25% of the equity interests in the
PRC company. The 10% withholding tax rate applies to dividends paid by a PRC company to a
Hong Kong resident if such Hong Kong resident holds less than 25% of the equity interests in
the PRC company.
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Value-added Tax

According to the PRC Temporary Regulations on Value-added Tax ({H 3 A R A1 5] 4
EBE 174 %1)) (Order No. 538 of the State Council), which was amended on 10 November
2008, 6 February 2016, and 19 November 2017, and the Detailed Implementing Rules of the
Temporary Regulations on Value-added Tax ((M4{EBLE 1T BIE M40 HI)) (Order No. 65 of
the MOF), which was amended on 28 October 2011 and became effective on 1 November 2011,
any entities and individuals selling goods, providing labour services of processing, repairs or
maintenance, or selling services, intangible assets or real property in China, or importing
goods to China, shall be identified as taxpayers of value-added tax, and shall pay value-added
tax under the Interim Value-Added Tax Regulations of the People’s Republic of China. VAT
payable is calculated as output VAT minus input VAT. The VAT rate is 17% or, in certain limited
circumstances, 11%, depending on the products/services, excluding small-scale taxpayers as
defined in the Interim Regulations on Value-Added Tax of PRC. The rate of VAT for goods
exported by a taxpayer is 0, unless otherwise stipulated by the State Council.

According to provisions in the Notice on Adjusting the Value-added Tax Rates (B % 7
R E BB H)) (Cai shui [2018] No. 32) issued by the State Administration of
Taxation, Ministry of Finance, where taxpayers make VAT taxable sales or import goods, the
applicable tax rates shall be adjusted from 17% to 16% and from 11% to 10%, respectively. The
Notice became effective on 1 May 2018, and the adjusted VAT rates became effective at the

same time according to the Notice.

Furthermore, according to the Trial Scheme for the Conversion of Business Tax to
Value-added Tax (& ¥ERLSUEERIGAE %)) (Cai Shui 2011 No. 110), which was
promulgated by the MOF and the SAT, the State began to launch taxation reforms in a gradual
manner with effect from 1 January 2012, whereby the collection of value-added tax in lieu of
business tax items was implemented on a trial basis in regions showing significant radiating
effects in economic development and providing outstanding reform examples, beginning with
production service industries such as transportation and certain modern service industries.

On 20 March 2019, the MOF, the SAT and the General Administration of Customs jointly
issued the Announcement on Policies for Deepening the VAT Reform (B i G AL 34 (B ol &+
HBBUOKM/AE)) (the “Announcement 39”), to further slash value-added tax rates.
According to the Announcement 39, (i) for general VAT payers’ sales activities or imports that
are subject to VAT at an existing applicable rate of 16% or 10%, the applicable VAT rate is
adjusted to 13% or 9% respectively; (ii) for the agricultural products purchased by taxpayers to
which an existing 10% deduction rate is applicable, the deduction rate is adjusted to 9%;
(iii) for the agricultural products purchased by taxpayers for production or commissioned
processing, which are subject to VAT at 13%, the input VAT will be calculated at a 10%
deduction rate; (iv) for the exportation of goods or labour services that are subject to VAT at
16%, with the applicable export refund at the same rate, the export refund rate is adjusted to
13%; and (v) for the exportation of goods or cross-border taxable activities that are subject to
VAT at 10%, with the export refund at the same rate, the export refund rate is adjusted to 9%.
The Announcement 39 came into effect on April 1 2019 and shall prevail in case of any conflict

with existing provisions.
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State Taxation Administration (“STA”) Public Notice [2016] No. 42

On 29 June 2016, the STA issued the Public Notice regarding Refining the Reporting of
Related Party Transactions and Administration of Transfer Pricing Documentation (STA
Public Notice [2016] No. 42, hereinafter referred to as the “PN 42”). The PN 42 provides new
transfer pricing compliance requirements in the PRC, including Annual Reporting Forms for
Related Party Transaction (“RPT Forms”), CbC Reporting Form and Transfer Pricing
Documentation (“TPD”), all of which are substantial changes to the previous rules.
CbC Reporting Form Requirements

The CbCR Reporting Forms are required for the Chinese resident enterprise if:

. it is the ultimate holding company of the group with combined revenues over
RMBS5.5 billion, or

. it is nominated as the CbCR Reporting Entity.

TPD Requirements

PN 42 adopts a three-tiered approach for TPD, including master file, local file and special

issue file, and sets different thresholds for each file and type of transaction.

If the company meets either of the following criteria, a master file should be prepared:

d have cross-border related party transactions and belong to a group to which has

prepared the master file, or

. the total amount of related party transactions exceeds RMB1 billion.

The threshold for the local file are dependent on the type of related party transactions,

which are listed below.

RMB200 million for tangible assets transfer (in the case of toll process, the amount

in the annual customs record for toll processing should be included)

. RMB100 million for financial assets transfer

. RMB100 million for intangible assets transfer

. RMB40 million for other related party transaction in total
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STA Public Notice [2017] No. 6

On 17 March 2017, the STA issued the Public Notice of the State Taxation Administration
Regarding the Release of the “Administrative Measure for Special Tax Investigation
Adjustments and Mutual Agreement Procedures” (STA Public Notice [2017] No. 6, hereinafter
referred to as the “PN 6”). PN 6 provides rules on risk management, investigations and
adjustments, administrative review and mutual agreement procedures regarding the special tax

adjustment and other relevant issues.

PN 6 highlights the tax authorities’ emphasis on strengthening the monitoring of
enterprises’ profit levels, and improving enterprises’ compliance with the tax law through
special tax adjustment monitoring and administration as well as special tax investigation

adjustment.

PN 6 reinforces the transfer pricing administration on intercompany intangibles and
services transactions, and provides certain methods and principles for investigations and
adjustments. Taxpayers are advised to review and adjust, if necessary, their transfer pricing

policies in such transactions to ensure compliance with the new rules.

Transfer pricing administration of intangibles transactions

PN 6 provides rules on transfer pricing of intangibles, and reinforces the general principle
that “allocation of income generated by intangibles shall be commensurate with the
commercial activities and contribution to its value creation”. To allocate the income generated
by intangibles, the enterprise is required to perform an analysis of value contributed by parties
performing the functions of development, enhancement, maintenance, protection, exploitation
and promotion of the intangibles. Compared with the development, enhancement,
maintenance, protection, exploitation functions of intangibles in the OECD transfer pricing
guidelines, PN 6 includes “promotion” as an important function. In addition, under Public
Notice 6, a related party that only provides funding for the creation and exploitation of
intangibles, but does not actually undertake relevant risks shall be entitled to only a reasonable

return on the funding cost.

PN 6 introduces an important principle in relation to intangibles, and provides that “tax
authorities may make special tax adjustments on royalties that are not commensurate with the
economic benefit and result in a reduction in the taxable gross income or taxable income of
enterprise or their related parties”. Enterprises that have low profits or are even in a loss
position while paying a royalty may face a heavy burden of proof to demonstrate the alignment
between the royalty payment and its economic benefits, or the deduction of the royalty

payment may be disallowed.
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(D) Labour Protection in the PRC

According to the Labour Law of the PRC ({*# #e A\ RALFIE 45875 )) (Order No. 28 of the
President) (the “Labour Law”), which was promulgated by the Standing Committee of the National
People’s Congress on 5 July 1994, came into effect on 1 January 1995 and was amended on 27
August 2009 and 29 December 2018 respectively, an employer shall develop and improve its rules
and regulations to safeguard the rights of its workers. An employer shall develop and improve its
labour safety and health system, stringently implement national protocols and standards on labour
safety and health, conduct labour safety and health education for workers, guard against labour
accidents and reduce occupational hazards. Labour safety and health facilities must comply with
relevant national standards. An employer must provide workers with the necessary labour protection
gear that complies with labour safety and health conditions stipulated under national regulations, as
well as provide regular health checks for workers that are engaged in operations with occupational
hazards. Labourers engaged in special operations shall have received specialised training and
obtained the pertinent qualifications. An employer shall develop a vocational training system.
Vocational training funds shall be set aside and used in accordance with national regulations and
vocational training for workers shall be carried out systematically based on the actual conditions of
the company.

The Labour Contract Law of the PRC ({1 # NRILFE % H) 4 [F %)), which was
promulgated by the SCNPC on 29 June 2007, came into effect on 1 January 2008, and was amended
on 28 December 2012, and the Implementation Regulations on Labour Contract Law (%5 8 & [F] %
B % 1) )(Order No. 535 of the State Council), which was promulgated on 18 September 2008 and
became effective since the same day, regulate both parties through a labour contract, namely the
employer and the employee, and contain specific provisions involving the terms of the labour
contract. It is stipulated under the Labour Contract Law and the Implementation Regulations on
Labour Contract Law that a labour contract must be made in writing. An employer and an employee
may enter into a fixed-term labour contract, an un-fixed term labour contract, or a labour contract
that concludes upon the completion of certain work assignments, after reaching agreement upon due
negotiations. An employer may legally terminate a labour contract and dismiss its employees after
reaching agreement upon due negotiations with the employee or by fulfilling the statutory
conditions. Labour contracts concluded prior to the enactment of the Labour Contract Law and
subsisting within the validity period thereof shall continue to be honoured. With respect to a
circumstance where a labour relationship has already been established but no formal contract has
been made, a written labour contracts shall be entered into within one month from the effective date

of the Labour Contract Law.
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According to the Interim Regulations on the Collection and Payment of Social Insurance
Premiums (AT €& PR E AEALE 1706 ), the Regulations on Work Injury Insurance (£ A5 % B
%)), the Regulations on Unemployment Insurance ({KZEMRFEFA)) and the Trial Measures on
Employee Maternity Insurance of Enterprises ({{&ZEk T4 & fRBEsA1T L)), enterprises in the
PRC shall provide benefit plans for their employees, which include basic pension insurance,
unemployment insurance, maternity insurance, work injury insurance and basic medical insurance.
An enterprise must provide social insurance by processing social insurance registration with local
social insurance agencies, and shall pay or withhold relevant social insurance premiums for or on
behalf of employees. The Law on Social Insurance of the PRC ({3 A &t B 41 & PR B %)),
which was promulgated on 28 October 2010, came into effect on 1 July 2011 and was amended on 29
December 2018, has combined pertinent provisions for basic pension insurance, unemployment
insurance, maternity insurance, work injury insurance and basic medical insurance, and has
elaborated in detail the legal obligations and liabilities of employers who do not comply with

relevant laws and regulations on social insurance.

According to the Regulations on the Administration of Housing Provident Fund({f¥ /5 A& 4
B HGA)) (Order No. 262 of the State Council), which was promulgated and became effective on
3 April 1999, and was amended on 24 March 2002 and 24 March 2019, housing provident fund
contributions by an individual employee and housing provident fund contributions by his or her

employer shall belong to the individual employee.

The employer shall timely pay up and deposit housing provident fund contributions in full
amount and late or insufficient payments shall be prohibited. The employer shall process housing
provident fund payment and deposit registrations with the housing provident fund administration
centre. With respect to companies who violate the above regulations and fail to process housing
provident fund payment and deposit registrations or open housing provident fund accounts for their
employees, such companies shall be ordered by the housing provident fund administration centre to
complete such procedures within a designated period. Those who fail to process their registrations
within the designated period shall be subject to a fine ranging from RMB10,000 to RMB50,000.
When companies breach these regulations and fail to pay up housing provident fund contributions in
full amount as due, the housing provident fund administration centre shall order such companies to
pay up within a designated period, and may further apply to the People’s Court for mandatory

enforcement against those who still fail to comply after the expiry of such period.
(E) Foreign Exchange

The principal regulation governing foreign currency exchange in China is the Foreign
Exchange Administration Rules of the PRC (% A R ILAIE 41 HE R PR 1)) (the “Foreign
Exchange Administration Rules™). It was promulgated by the State Council of the PRC on 29
January 1996 and with effect from 1 April 1996 and amended on 14 January 1997 and 5 August
2008. Under these rules, Renminbi is generally freely convertible for payments of current account
items, such as trade and service-related foreign exchange transactions and dividend payments, but
not freely convertible for capital account items, such as capital transfer, direct investment,
investment in securities, derivative products or loans unless the prior approval by the competent

authorities for the administration of foreign exchange is obtained.
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Under the Foreign Exchange Administration Rules, foreign-invested enterprises in the PRC
may purchase foreign exchange without the approval of SAFE for paying dividends by providing
certain evidencing documents (board resolutions, tax certificates, etc.), or for trade and
services-related foreign exchange transactions by providing commercial documents evidencing
such transactions. They are also allowed to retain foreign currency (subject to a cap approval by
SAFE) to satisfy foreign exchange liabilities. In addition, foreign exchange transactions involving
overseas direct investment or investment and trading in securities, derivative products abroad are
subject to registration with the competent authorities for the administration of foreign exchange and
approval or filings with the relevant government authorities (if necessary).

According to the Circular on the Management of Offshore Investment and Financing and
Round Trip Investment By Domestic Residents through Special Purpose Vehicles (Bt 58 4 & R
AR R R B 2N E SR AR A B R AR B A R AR B A B R A ) ) (FE¥E[2014]1375%) (the
“SAFE Circular 37”), which is promulgated on 4 July 2014 and with effect from the same day, for
the purpose of the SAFE Circular 37, “special purpose vehicle” refers to an overseas enterprise
directly established or indirectly controlled by a domestic resident (including domestic institution
and domestic individual residents) for the purpose of engaging in investment and financing with the
domestic enterprise assets or interests he legally holds, or with the overseas assets or interests he
legally holds. A “domestic individual resident” refers to a Chinese citizen who holds an ID card of
Chinese domestic resident, military ID card, Armed Police ID card, as well as an overseas individual
who has no legal identity within the territory of China but habitually resides within the territory of
China due to reasons of economic interests. A domestic resident shall, before contributing the
domestic and overseas lawful assets or interests to a special purpose vehicle, apply to the foreign
exchange office for going through the procedures for foreign exchange registration of overseas
investments.

(F) Regulations Relating to E-Commerce

According to Measures for the Supervision and Administration of Online Trading ({8 4% 28 %)
BEEE PR )) (“the Measures™), which was issued by SAMR on 15 March 2021 and became
effective on 1 May 2021, the Measures shall apply to business activities involving the sale of
commodities or provision of services through the Internet and other information networks as well as
the supervision and administration thereof by market regulatory departments. No online trading
business may engage in business operations without a licence or permit in violation of any law,
regulation or decision of the State Council. Except under the circumstances where registration is not
required as prescribed in Article 10 of the E-Commerce Law, an online trading business shall
undergo market entity registration in accordance with the law. In addition, an online trading
business shall disclose commodity or service information in a comprehensive, truthful, accurate and
timely manner, and protect consumers’ right to know and right to choose.

In 31 August 2018, the National People’s Congress Standing Committee promulgated the
E-Commerce Law ({F& 7 Fi#5i%)), which took effect in 1 January 2019. The E-Commerce Law
proposes a series of requirements on e-commerce operators, including third-party e-commerce
platform operators, registered product or service providers of platforms, and online business
operators operating through a self-built website or any other network. For example, the
E-Commerce Law requires online business operators to clearly point out to consumers their tie-in
sales in which additional services or products are added by merchants to a purchase, and not to
assume consumers’ consent to such tie-in sales by default. The E-Commerce Law also organised
rules on e-commerce contact execution and performance between e-commerce product/service
providers and customers.
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Pursuant to the Provisions on Ecological Governance of Network Information Content* ({43#% {5
BANAEARERIHIE)), which was promulgated in December 2019 and became effective in March
2020, producers of network information contents shall abide by laws and regulations, follow public
order and good morals, and shall not harm national interests, public interests and the legitimate rights

and interests of others.

Pursuant to the Administrative Measures for Livestreaming Market (for Trial
Implementation)* (A84% EL#E 2 85 & BEHFZE (l47) )), which was promulgated in April 2021 and
became effective in May 2021, when engaging in livestreaming marketing activities, livestream
marketers (for the purpose of these Measures, “livestream marketers” refer to individuals that
directly engage in marketing to the public in online live-streaming marketing) shall abide by laws,
regulations and the relevant state provisions, follow the public order and morals, and publish
commodity or service information truthfully, accurately and comprehensively, and must not engage
in, among others, (i) the publication of false and misleading information to deceive or mislead the
users; or (ii) the marketing of products or goods which would infringe intellectual property rights or
do not fulfill the requirements for personal and property safety; (iii) other acts in violation of the

laws, regulations and relevant provisions of the State.
(G) Regulations relating to Personal Data or Privacy Protection

Pursuant to Cyber Security Law of the PRC ({13 A RN [E 44 45 4 4215 )), the “personal
information” refers to all kinds of information recorded by electronic or otherwise that can be used
to independently identify or be combined with other information to identify individuals’ personal
information including but not limited to: individuals’ names, dates of birth, ID numbers,
biologically identified personal information, addresses and telephone numbers, etc. The Cyber
Security Law also provides that: (i) to collect and use personal information, network operators shall
follow the principles of legitimacy, rightfulness and necessity, disclose rules of data collection and
use, clearly express the purposes, means and scope of collecting and using the information, and
obtain the consent of the persons whose data is gathered; (ii) network operators shall neither gather
personal information unrelated to the services they provide, nor gather or use personal information
in violation of the provisions of laws and administrative regulations or the scopes of consent given
by the persons whose data is gathered; and shall dispose of personal information they have saved in
accordance with the provisions of laws and administrative regulations and agreements reached with
users; (iii) network operators shall not divulge, tamper with or damage the personal information
they have collected, and shall not provide the personal information to others without the consent of
the persons whose data is collected. However, if the information has been processed and cannot be
recovered and thus it is impossible to match such information with specific persons, such
circumstance is an exception. Furthermore, under the Cyber Security Law, network operators of key
information infrastructure generally shall, during their operations in the PRC, store the personal

information and important data collected and produced within the territory of the PRC.
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The Administrative Measures on Internet Information Services prohibit ICP service operators
from insulting or slandering a third party or infringing upon the lawful rights and interests of a third
party. Under the Several Provisions on Regulating the Market Order of Internet Information
Services ((ﬁﬁﬁﬁﬂﬁ%ﬁ%ﬁHﬁ?%ﬁii%ﬁ}?%:f:ﬁ%%, issued by the MIIT in 2011, an ICP operator
may not collect any user personal information or provide any such information to third parties
without the consent of a user, unless otherwise stipulated by laws and administrative regulations. An
ICP service operator must expressly inform the users of the method, content and purpose of the
collection and processing of such user personal information and may only collect such information
necessary for the provision of its services. An ICP service operator is also required to properly keep
the user personal information, and in case of any leak or likely leak of the user personal information,
the ICP service operator must take immediate remedial measures and, in severe circumstances, to
make an immediate report to the telecommunications regulatory authority. In addition, pursuant to
the Decision on Strengthening the Protection of Online Information (B fin i 48 4% 15 B R & 1 P
7E)) issued by the Standing Committee of the National People’s Congress in December 2012 and
the Order for the Protection of Telecommunication and Internet User Personal Information ({&1F
N E B AE P RS ERGE R 2 )) issued by the MIIT in July 2013, any collection and use of user
personal information must be subject to the consent of the user, abide by the principles of legality,
rationality and necessity and be within the specified purposes, methods and scopes. An ICP service
operator must also keep such information strictly confidential, and is further prohibited from
divulging, tampering or destroying of any such information, or selling or proving such information
to other parties. Any violation of the above decision or order may subject the ICP service operator to
warnings, fines, confiscation of illegal gains, revocation of licences, cancellation of filings,
closedown of websites or even criminal liabilities. Furthermore, in June 2016, the Cyberspace
Administration of China issued the Administrative Provisions on Mobile Internet Applications
Information Services (<% B B 1 44 e I #2 e 5 S IR BS & LK %€ )), which became effective on
1 August 2016, to further strengthen the regulation of the mobile app information services. Pursuant
to these provisions, owners or operators of mobile apps that provide information services are
required to be responsible for information security management, establish and improve the
protective mechanism for user information, observe the principles of legality, rightfulness and
necessity, and expressly state the purpose, method and scope of, and obtain user consent to, the
collection and use of users’ personal information. In addition, the new Cyber Security Law also
requires network operators to strictly keep confidential users’ personal information that they have
collected and to establish and improve user information protective mechanism. On 28 November
2019, the Secretary Bureau of the Cyberspace Administration of China, the General Office of the
Ministry of Industry and Information Technology, the General Office of the Ministry of Public
Security and the General Office of the SAMR promulgated the Method for Identifying the Illegal
Collection and Use of Personal Information by Apps (CAPP#E %% B W 51 R MG BAT Ak
J7#)), which provides guidance for the regulatory authorities to identify the illegal collection and
use of personal information through mobile apps, and for the app operators to conduct
self-examination and self-correction and for other participants to voluntarily monitor compliance.
The Method for Identifying the Illegal Collection and Use of Personal Information by Apps lists six
types of illegal collection and usage of personal information, including “failure to publish rules on
the collection and usage of personal information”, “failure to expressly state the purpose, manner
and scope of the collection and usage of personal information”, “collecting and using personal
information without obtaining consents from users”, “collecting personal information irrelevant to
the services provided”, “providing personal information to other parties without obtaining consent”
and “failure to provide the function of deleting or correcting personal information as required by
law or failure to publish the methods for complaints and reports or other information”.
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On 22 August 2019, the Cyberspace Administration of China (the “CAC”) issued the
Provisions on the Cyber Protection of Children’s Personal Information ({ 5t # A8 A\ {5 B 4945 IR 7 5
7€), which became effective on 1 October 2019 and apply to the collection, storage, use, transfer
and disclosure of the personal information of the minors under the age of 14, or the Children, via the
Internet. According to the Law of the PRC on the Protection of Minors (2020 Revision) (£ W AR
FERE R AR AR (202018 7]) D), which became effective on 1 June 2021, information
processors must follow the principles of legality, legitimacy and necessity when processing personal
information of minors via internet, and must obtain consent from minors’ parents or other guardians
when processing personal information of minors under age of 14. In addition, internet service
providers must promptly alert upon the discovery of publishing private information by minors via

the internet and take necessary protective measures.

On 29 August 2015, the SCNPC issued the Ninth Amendment to the Criminal Law ({JFi%1& IE
% (JL))), effective on 1 November 2015. Any internet service provider that fails to comply with
obligations related to internet information security administration as required by applicable laws
and refuses to rectify upon order shall be subject to criminal penalty for (i) any large-scale
dissemination of illegal information; (ii) any severe consequences due to the leakage of the user
information; (iii) any serious loss of criminal evidence; or (iv) other severe circumstances.
Furthermore, any individual or entity that (i) sells or distributes personal information in a manner
which violates relevant regulations, or (ii) steals or illegally obtains any personal information is

subject to criminal penalty in severe circumstances.

On 20 August 2021, the Standing Committee of the National People’s Congress issued the
Personal Information Protection Law of the PRC* (% A\ R ILA B AME B R7E7L)) (the
“Personal Information Protection Law”), which became effective on 1 November 2021. The
Personal Information Protection Law sets forth detailed rules on handling personal information and
legal responsibilities, including but not limited to the scope of personal information and the ways of
processing personal information, the establishment of rules for processing personal information,
and the individual’s rights and the processor’s obligations in the processing of personal information.
The Personal Information Protection Law also strengthens the punishment for those who illegally
process personal information. We will take measures to ensure compliance of personal information
collection and protection, and these measures shall meet the requirements of the Personal
Information Protection Law in all material aspects, for example, formulating the privacy policy (&
FLBU) for our new online platform to obtain users’ consent at the time of account registration and
obtain their consent again when the privacy policy is modified, which inform the users of the
identity and contact information of the processor of personal information, the purpose of the
processing of personal information, the manner of processing, type of personal information
processed, the retention period, the manner and procedures for individuals to exercise their rights
under this law and other information prescribed by the relevant laws. In addition, we will formulate
and implement the internal specification to manage the security vulnerability and arrange auditing

as well as providing users with infringement complaint channels.
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OUR HISTORY

Our Group’s history can be traced back to 2001 when our founder, Mr. Hui, founded our principal
operating subsidiary, Semk Products, which was initially focused on the design business upon its
incorporation. In 2005, Mr. Hui created our signature character B.Duck and commenced the retail
business for B.Duck featured consumer merchandise. In order to maximise the use and coverage of our
B.Duck IPs, we began to develop our character licensing business through licensing our B.Duck character
to licensees for use in consumer merchandise and promotional items in Hong Kong since 2011. Over the
years, we have expanded our character licensing business to the PRC and other countries. Building on our
strength in character merchandise and promotion licensing services, we have extended to selling B.Duck
Family Characters-featured products through third-party e-commerce platforms in the PRC in 2015 to
satisfy our customers’ needs online. In addition, to a lesser extent, we sell products in bulk to some
corporate customers directly and to our fans through certain consignment stores during the Track Record
Period.

The popularity of B.Duck has driven us to create and launch new characters by adding new members
to the B.Duck Family Characters, such as Buffy, B.Duck Baby, Dong Duck and Bath’N Duck.

The following is a summary of our key business development milestones:

Year Milestone

2001 . Mr. Hui founded Semk Products

2005 . B.Duck was created

2011 d We commenced our character licensing business by licensing B.Duck IPs

for third party use in merchandises and promotional and marketing events

2012 . Our character licensing business expanded to South Korea
2013 d Our character licensing business expanded to the PRC and Malaysia
. We started our content and media business by crossing over with “Tower of

Saviors (“fiJ Z #%”)” mobile game primarily in Hong Kong as well as
featuring in a credit card programme

2014 . We expanded our character licensing business into Thailand

2015 . We licensed B.Duck IPs to an international fast food chain for organising
B.Duck themed birthday party in their restaurants in Hong Kong

d We commenced our e-commerce business by launching our first online

flagship store on Tmall, a well-known business to customer online shopping
platform in China
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2016 . We licensed B.Duck IPs to China Everbright Bank to be used on their credit
cards in China

2017 . We commercially launched Buffy and B.Duck Baby
2018 . We entered into a design consultation service contract with Nanjing
Overseas Chinese Town to collaborate on a B.Duck-featured theme park in
Nanjing
. We rolled out Dong Duck
2019 d We rebranded and relaunched an existing character, namely Bath’N Duck
2020 . We partnered with Shenzhen Tencent Computer Systems Company Limited

for our B.Duck to feature in “Game for Peace” (FI°F-}J%) and its related
marketing materials

. We jointly developed and distributed our B.Duck featured products with
Beijing Imperial Palace Culture Development Co., Ltd.* (365 # 5 & & 53¢
st AR~ w)

Our Company

Our Company was incorporated on 10 December 2020 as an exempted company in the Cayman
Islands with limited liability. Our Company has a number of wholly-owned subsidiaries incorporated or
established in the BVI, Hong Kong and the PRC. Details of the subsidiaries and their respective history

are set out below.

Our subsidiaries and major operating entities

Semk International

Semk International was incorporated on 7 August 2015 in the BVI as a business company with
limited liability with 50,000 shares at US$1.00 issued and allotted to Semk Global at par. On 6 September
2016, Semk Global transferred 5,000 shares to OJ VC at par. On 13 September 2016, Semk International
issued and allotted a further 5,625 shares to Semk Global and 625 shares to OJ VC at par. As a result,
Semk Global and OJ VC held 50,625 shares and 5,625 shares in Semk International, respectively which
also represented 90% and 10% of the then issued shares of Semk International, respectively. The
aforementioned transfer of Semk International shares to OJ VC and issue and allotment of the shares in
Semk International to OJ VC at par was due to OJ VC having initially invested HK$14.4 million in Semk
Holdings, one of our Controlling Shareholders. For details of the pre-IPO investment by OJ VC, see

“Investments by Former Investors™ in this section.
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In addition to the investment by OJ VC, pursuant to the Reorganisation and between September 2016
and April 2017, our Group introduced Wong’s International (through their indirect wholly-owned
subsidiary, Top Plenty), Regal Hotels (through their indirect wholly-owned subsidiary, Wealthy Smart),
Premier Noble and Sky Planner as our pre-IPO investors. For details of our pre-IPO investments, see
“Investments by Former Investors” and “Investments by the Pre-IPO Investors™ in this section.
Immediately upon completion of the pre-IPO investment by Sky Planner in Semk International, Semk
International was owned as to 68% by Semk Global, 9% by OJ VC, 10% by Top Plenty, 4% by Wealthy
Smart, 7% by Premier Noble and 2% by Sky Planner.

Further, pursuant to the reorganisation of character licensing business, Semk Global, OJ VC, Top
Plenty, Wealthy Smart, Premier Noble and Sky Planner transferred the entire issued shares in Semk
International to Semk Cayman in consideration of and in exchange of shares of Semk Cayman, see “A.
Part 1: Reorganisation — (ix) Share Exchange” in this section for more details. Pursuant to the
reorganisation of e-commerce and other business, our Company became the sole shareholder of Semk
International, see “B. Part 2: Reorganisation — (v) Transfer of the character licensing business to our
Group from Semk Cayman” in this section for details. As at the Latest Practicable Date, Semk

International was directly and wholly-owned by our Company.

Semk International is an investment holding company and does not currently conduct any business

activity.

Semk Investment

Semk Investment was incorporated in Hong Kong on 18 August 2015 as a limited liability company
with one share at HK$1.00 each allotted to Semk International. Since its incorporation and up to the
Latest Practicable Date, Semk Investment has been directly and wholly-owned by Semk International.
Pursuant to the Reorganisation, Semk Investment became an indirect wholly-owned subsidiary of our

Company.

Semk Investment is an investment holding company and does not currently conduct any business

activity.

Semk Products

Semk Products was incorporated in Hong Kong on 14 November 2001 as a limited liability
company. As at the date of incorporation, 2,600 shares, 2400 shares and 2,500 shares were allotted and
issued to Mr. Hui, Mr. Hui Ha Wing (the brother of Mr. Hui) and an Independent Third Party, respectively.
The then shareholders of Semk Products conducted various transfers and in 2017 and as a result Semk

Products became a direct wholly-owned subsidiary of Semk Investment.

-115-



HISTORY, CORPORATE STRUCTURE AND REORGANISATION

Semk Products has been one of the operating subsidiaries of our Group in Hong Kong and, as a

result of the Reorganisation, became an indirect wholly-owned subsidiary of our Company.

Before the Reorganisation, Semk Products principally conducted the character licensing business,
wholesaling, trading and/or exporting of consumer merchandise and promotional items business and
retail store business primarily in Hong Kong. As a result of the Reorganisation, Semk Products mainly

conducts the character licensing business.
Semk Hong Kong

Semk Hong Kong was incorporated in Hong Kong on 20 June 2007 as a limited liability company.
On the date of incorporation, one share in Semk Hong Kong was allotted and issued to Semk Products at
HK$1.00 each. On 20 June 2007, 99 shares were further allotted and issued to Semk Products at HK$1.00
each. On 19 January 2010, 100 shares were transferred to Semk Holdings at nominal consideration of
HK$100. On 7 February 2017, Semk Investment acquired the entire issued share capital of Semk Hong
Kong from Semk Holdings at a nominal consideration of HK$100 and Semk Hong Kong became a

wholly-owned subsidiary of Semk Investment.

Semk Hong Kong has been one of the operating subsidiaries of our Group in Hong Kong and as a

result of the Reorganisation, became an indirect wholly-owned subsidiary of our Company.

Before the Reorganisation, Semk Hong Kong principally conducted the character licensing
business, wholesaling, trading and/or exporting of consumer merchandise and promotional items
business and retail store business primarily in Hong Kong. As a result of the Reorganisation, Semk Hong

Kong mainly conducts the character licensing business.

Semk Licensing

Semk Licensing was established in the PRC with a registered capital of RMB8 million on 14 March
2016 and the sole owner of its equity interests is Semk Products. As at the Latest Practicable Date, the
registered capital of Semk Licensing has not been paid up. The registered capital shall be fully paid up
within 10 years from its business licence date pursuant to the articles of association of Semk Licensing.

Semk Licensing has been one of the operating subsidiaries of our Group in the PRC and as a result
of the Reorganisation, became an indirect wholly-owned subsidiary of our Company in the PRC. Semk

Licensing mainly provides character licensing services in the PRC.
Semk Fuzhou

Semk Fuzhou was established in the PRC with a registered capital of RMB1 million on 14
September 2018 and the sole owner of its equity interests is Semk Licensing. As at the Latest Practicable
Date, the registered capital of Semk Fuzhou has not been paid up. The registered capital shall be paid up

on or before 1 August 2048 pursuant to the articles of association of Semk Fuzhou.
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Semk Fuzhou is an indirect wholly-owned subsidiary of our Company. As at the Latest Practicable
Date, Semk Fuzhou had not yet commenced any business activity. Semk Fuzhou will provide character
licensing services in the PRC.

Semk BVI

Semk BVI was incorporated on 10 December 2020 in the BVI as a business company with limited
liability with one share of no par value issued and allotted to our Company. As part of the reorganisation
in relation to the e-commerce and other business, on 26 March 2021, our Company transferred its entire
shares in Semk BVI to Semk Products by (i) transferring its entire shares in Semk BVI to Semk
International; (ii) Semk International transferring its entire shares in Semk BVI to Semk Investment; and
(ii1) Semk Investment transferring its entire shares in Semk BVI to Semk Products. As a result, Semk BVI
became a wholly-owned subsidiary of Semk Products and an indirect wholly-owned subsidiary of our
Company.

Semk BVI is an investment holding company and does not currently conduct any business activity.
ENS Holdings

ENS Holdings was incorporated in Hong Kong on 18 August 2015 as a limited liability company. As
at the date of incorporation, one share in ENS Holdings was allotted and issued to ENS International at
HKS$1.00 each. As part of the reorganisation in relation to the e-commerce and other business, ENS
International transferred its entire share capital in ENS Holdings to Semk BVI by (i) transferring its
entire share capital in ENS Holdings to our Company on 10 March 2021; and (ii) our Company
transferring our entire share capital in ENS Holdings to Semk BVI on 11 March 2021. Throughout the
Track Record Period, ENS Holdings was controlled by Semk Global, one of our Controlling
Shareholders.

ENS Holdings mainly trades toys and accessories in Hong Kong. As a result, ENS Holdings became
a wholly-owned subsidiary of Semk BVI and an indirect wholly-owned subsidiary of our Company.

ENS Business

ENS Business was incorporated in Hong Kong on 12 August 2016 as a limited liability company. As
at the date of incorporation, one share in ENS Business was allotted and issued to ENS Holdings at
HK$1.00 each and it became a wholly-owned subsidiary of ENS Holdings.

ENS Business mainly trades toys and accessories in Hong Kong. As a result of the Reorganisation,
ENS Holdings became an indirect wholly-owned subsidiary of our Company.

ENS IT

ENS IT was established in the PRC with a registered capital of HK$0.5 million on 10 October 2015
and the sole owner of its equity interests is ENS Holdings. On 22 February 2017, the registered capital of
ENS IT was increased to HK$1.5 million. HK$0.5 million was paid up and the remaining HK$1.0 million
shall be fully paid up within 10 years from its business licence date pursuant to the articles of association
of ENS IT.
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ENS IT has been one of the operating subsidiaries of our Group in the PRC and, as a result of the
Reorganisation, became an indirect wholly-owned subsidiary of our Company. ENS IT mainly trades
apparels, toys and accessories on e-commerce platform in the PRC.

ENS Retailing

ENS Retailing was established in the PRC with a registered capital of RMB 100,000 on 23 December
2016 and the sole owner of its equity interests is ENS IT. As at the Latest Practicable Date, the registered
capital of ENS Retailing has not been paid up. The payment schedule of the registered capital shall be
determined by the shareholder of ENS Retailing in accordance with business need pursuant to the articles
of association of ENS Retailing.

ENS Retailing has been one of the operating subsidiaries of our Group in the PRC and, as a result of
the Reorganisation, became an indirect wholly-owned subsidiary of our Company. ENS Retailing mainly
trades toys and accessories in the PRC.

ENS Promotion

ENS Promotion was established in the PRC with a registered capital of RMBO0.1 million on 17
February 2017 and the sole owner of its equity interests is ENS IT. On 24 November 2017, the registered
capital of ENS Promotion was increased to RMB1.0 million. As at the Latest Practicable Date, the
registered capital of ENS Promotion has not been paid up. The payment schedule of the registered capital
shall be determined by the shareholder of ENS Promotion in accordance with business need pursuant to
the articles of association of ENS Promotion.

ENS Promotion has been one of the operating subsidiaries of our Group in the PRC and, as a result
of the Reorganisation, became an indirect wholly-owned subsidiary of our Company. ENS Promotion
mainly trades toys and accessories on e-commerce platform in the PRC.

ENS Trend

ENS Trend was established in the PRC with a registered capital of RMB1 million on 21 May 2018
and the sole owner of its equity interests is ENS IT. As at the Latest Practicable Date, the registered
capital of ENS Trend has not been paid up. The payment schedule of the registered capital shall be
determined by the shareholder of ENS Trend in accordance with business need pursuant to the articles of
association of ENS Trend.

ENS Trend became an indirect wholly-owned subsidiary of our Company as a result of the
Reorganisation. ENS Trend mainly trades apparel and accessories on e-commerce platforms in the PRC.

ENS Fashion

ENS Fashion was established in the PRC with a registered capital of RMB1 million on 22 May 2018
and the sole owner of its equity interests is ENS IT. As at the Latest Practicable Date, the registered
capital of ENS Fashion has not been paid up. The payment schedule of the registered capital shall be
determined by the shareholder of ENS Fashion in accordance with business need pursuant to the articles
of association of ENS Fashion.
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ENS Fashion became an indirect wholly-owned subsidiary of our Company as a result of the
Reorganisation. As at the Latest Practicable Date, ENS Fashion had not yet commenced any business
activity. ENS Fashion will trade apparel and accessories on e-commerce platforms in the PRC.

ENS Lishui

ENS Lishui was established in the PRC with a registered capital of RMB1 million on 31 May 2021
and the sole owner of its equity interests is ENS IT. As at the Latest Practicable Date, the registered
capital of ENS Lishui has not been paid up. The registered capital shall be paid up on or before 18 May
2026 pursuant to the articles of association of ENS Lishui.

ENS Lishui mainly trades apparel and accessories on e-commerce platforms in the PRC.
ENS Hangzhou

ENS Hangzhou was established in the PRC with a registered capital of RMBO0.5 million on 4 August
2021 and the sole owner of its equity interests is ENS IT. As at the Latest Practicable Date, the registered
capital of ENS Hangzhou has not been paid up. The registered capital shall be paid up on or before 31

December 2041 pursuant to the articles of association of ENS Hangzhou.

As at the Latest Practicable Date, ENS Hangzhou had not yet commenced any business activity. ENS

Hangzhou will trade apparel and accessories on e-commerce platforms in the PRC.

REORGANISATION

The following chart sets forth our corporate and shareholding structure immediately before the

Reorganisation.

. oJ vcC
0.01% Mr. Hui (Hong Kong)
89.3% [10.7%

Semk Holdings
(Hong Kong)

99.99% 100% 100% 100%
ENS Marketing Semk Global

(PRC) (BVI)

100%

- Subsidiary of our Company pursuant to the Reorganisation

Semk Shenzhen
(PRC)
(Note 4)
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Notes:

1. Before the Reorganisation, Semk Products and Semk Hong Kong were principally engaged in the character
licensing business, wholesaling, trading and/or exporting of consumer merchandise and promotional items
business and retail store business (i.e. e-commerce and other business). As a result of the Reorganisation, Semk
Products and Semk Hong Kong mainly conducts on our character licensing business.

2. Semk International and Semk Investment are investment holding companies and do not currently engage in any
business activity.

3. Since its establishment, Semk Licensing has been principally engaging in the character licensing business in
PRC.

4. Before the Reorganisation, Semk Shenzhen was dormant. Semk Shenzhen had been deregistered on 24 January
2019.

Prior to the Reorganisation, our Group carries out character licensing business, wholesaling, trading
and/or exporting of consumer merchandise and promotional items business and the retail store business.
Reorganisation of our Group was conducted in two major parts: (i) in order to concentrate on the
development of our character licensing business, our Group disposed the retail store business and
transferred e-commerce and other business to be held under separate holding vehicle in 2017; and (ii) in
preparation of the Listing, our Group underwent further reorganisation to include e-commerce and other

business in our Group in 2021. Key steps of our Reorganisation are as follows:

A. Part 1: Reorganisation of character licensing business

(i) Transferring the entire shareholding of OJ VC in Semk Holdings to Semk International

See “Investments by Former Investors” in this section for details of the transfer of the entire
shareholding of OJ VC in Semk Holdings to Semk International.

(ii) Transfer of character licensing business to our Group from ENS Marketing

On 1 October 2016, ENS Marketing completed the transfer of its character licensing business
and certain assets and liabilities in the PRC to Semk Licensing, one of our principal operating
subsidiaries, with a fair value of approximately RMB2.01 million as at 30 June 2016, which was

settled in full through distribution to Semk Licensing.

(iii) Transfer of the e-commerce and other business to ENS Business

On 29 December 2016, Semk Products and Semk Hong Kong completed the transfers of our
e-commerce and other business carried on by them respectively, and certain assets and liabilities in
Hong Kong to ENS Business, based on a carrying value of the assets and liabilities of the
e-commerce and other business as at 30 June 2016 of approximately HK$4.0 million and HK$6.3

million, respectively, which were settled in full through distribution to ENS Business.
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(iv) Disposal of the retail store business

The scale of our then retail store business was small in early 2017 as we only had total three
and 14 outlets in Hong Kong and the PRC, respectively. After assessing the costs involved in
carrying on retail store business, the then retail store business in Hong Kong and the PRC were
disposed to interested parties which were Independent Third Parties in 2017 in order to focus our

resources on our major revenue generating business segment, namely character licensing business.

On 20 January 2017, our then retail store business carried on by and certain assets and
liabilities in Hong Kong by Semk Products and Semk Hong Kong were transferred to an Independent
Third Party at a consideration of approximately HK$0.4 million and HK$0.2 million, respectively,
which was based on the respective carrying values of the assets and liabilities of our retail store
business in Hong Kong as at 30 June 2016. The aforesaid considerations of the said business

transfers were settled in full on 1 November 2017.

On 6 March 2017, ENS Marketing, which carried on our then retail store business in the PRC,
was transferred to an Independent Third Party at a consideration of approximately RMB9.3 million.
The aforesaid consideration was based on the respective carrying values of the assets and liabilities
of our retail store business in the PRC as at 30 June 2016. The aforesaid considerations of the said
transfer were settled in full by 24 November 2017.

(v) Acquisition of the entire issued share capital of Semk Hong Kong and Semk Products by
Semk Investment

On 7 February 2017, Semk Investment acquired the entire issued capital of Semk Hong Kong,
comprising 100 issued shares, from Semk Holdings at a nominal consideration of HK$100, which

were settled in full on the same day.

On 7 February 2017, Semk Investment acquired the entire issued capital of Semk Products,
comprising 1 issued share and 9,999 issued shares, from Mr. Hui and Semk Holdings respectively at
anominal consideration of HK$1 and HK$9,999 respectively, which were settled in full on the same
day.

Upon completion of the acquisitions on 7 February 2017, both Semk Hong Kong and Semk
Products became indirect wholly-owned subsidiaries of Semk International.

(vi) Deregistration of Semk Shenzhen

Semk Shenzhen was established in the PRC as a limited liability on 10 October 2015 and prior
to its deregistration, it was wholly-owned by Semk Investment. Given that Semk Shenzhen had no
operation and with a view to streamlining the structure of our Group, Semk Shenzhen was
deregistered on 24 January 2019.
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(vii) Establishment of Semk Fuzhou

Semk Fuzhou was established in the PRC as a limited liability with a registered capital of
RMBI1 million on 14 September 2018. See “Our subsidiaries and major operating entities — Semk

Fuzhou” in this section for more information on Semk Fuzhou.

(viii) First round of investments

OJ VC, our former investor initially invested in Semk Holdings in March 2013. See

“Investments by Former Investors” in this section for details of OJ VC’s investment in our Group.

During our first round of investments which was completed in April 2017, our Group
introduced Wong’s International (through their indirect wholly-owned subsidiary Top Plenty),
Regal Hotels (through their indirect wholly-owned subsidiary, Wealthy Smart), Premier Noble and
Sky Planner as our investors. Immediately upon completion of the investment by Sky Planner, Semk
International was owned as to 68% by Semk Global, 9% by OJ VC, 10% by Top Plenty, 4% by
Wealthy Smart, 7% by Premier Noble and 2% by Sky Planner.

(ix) Share Exchange

Pursuant to the Share Exchange Agreement, Semk Global, OJ VC, Top Plenty, Wealthy Smart,
Premier Noble and Sky Planner agreed to transfer the entire issued shares in Semk International to
Semk Cayman in consideration of and in exchange for 42,499 shares to Semk Global, 5,625 shares
to OJ VC, 6,250 Shares to Top Plenty, 2,500 Shares to Wealthy Smart, 4,375 Shares to Premier
Noble and 1,250 Shares to Sky Planner credited as fully paid, respectively. Upon completion of the
Share Exchange Agreement on 25 February 2019, Semk Cayman was owned as to 68% by Semk
Global, 9% by OJ VC, 10% by Top Plenty, 4% by Wealthy Smart, 7% by Premier Noble and 2% by
Sky Planner.

(x) Termination of investment by Premier Noble and Wealthy Smart

On 16 September 2019 and 6 April 2020, Premier Noble and Wealthy Smart entered into
termination agreements with Semk Global, respectively, pursuant to which the investment by
Premier Noble and Wealthy Smart would be terminated by transferring their respective shareholding
in Semk Cayman, namely, 4,375 shares and 2,500 shares, to Semk Global. See “Investments by
Former Investors” in this section for details of the termination of investment by Premier Noble and
Wealthy Smart.

Immediately upon termination of the pre-IPO investment by Premier Noble and Wealthy

Smart, Semk Cayman was owned as to 79% by Semk Global, 9% by OJ VC, 10% by Top Plenty and
2% by Sky Planner.
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(xi) Termination of investment by OJ VC

On 25 January 2021, OJ VC entered into agreements with Semk Cayman and ENS
International, pursuant to which the pre-IPO investment made by OJ VC would be terminated by
Semk Cayman and ENS International repurchasing OJ VC’s entire shareholding in Semk Cayman
and ENS International, namely, 5,625 shares of Semk Cayman and 5,000 shares of ENS
International, respectively. See “Investments by Former Investors” in this section for details of the
termination of pre-IPO investments. Immediately upon termination of the investment by OJ VC,
Semk Cayman was owned as to approximately 86.81% by Semk Global, 10.99% by Top Plenty and
2.20% by Sky Planner and ENS International was owned as to 100% by Semk Global.

Reasons for including the e-commerce and other business in our Group

According to the Frost & Sullivan Report, the penetration rate of e-commerce experienced a
rapid growth from 2015 to 2020, reaching 26.0% in 2020. The outbreak of COVID-19 acted as a
catalyst which further increased the penetration rate of e-commerce as it drastically changed
consumer spending behaviour. Customers tend to browse and/or purchase character IP products
through online channels rather than offline channels. The penetration rate of e-commerce is
expected to further grow to 27.7% in 2025. Our Directors believe that inclusion of e-commerce and
other business will allow our Group to capture both online and offline opportunities and create
synergy effect since our Group will be able to obtain more first-hand information regarding
merchandise sales through e-commerce platform such as customers’ spending habit, preference and
feedback on merchandise. We believe the inclusion of our e-commerce and other business in our
Group also paves the way to establish brand new and unified fans platform with the aim to enhance
the stickiness of our B.Duck fans.

Part 2: Reorganisation of e-commerce and other business
(i) Incorporation of our Company

On 10 December 2020, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability with an authorised share capital of US$50,000 divided into 50,000
Shares of a par value of US$1.00 each of which one Share was issued to an initial subscriber, which

transferred the one Share to ENS International on the same date. Following such transfer, the then
entire issued share capital of our Company was owned by ENS International.
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(ii) Incorporation of Semk BVI

On 10 December 2020, Semk BVI was incorporated in the British Virgins Islands as a business
company with limited liability and it was authorised to issue a maximum of 50,000 shares of one
class of no par value. One share was issued to our Company on 31 December 2020. The then entire

issued shares of Semk BVI was owned by our Company.
(iii) Acquisition of 2% of the issued share capital of ENS International by Sky Planner

On 4 March 2021, Sky Planner acquired 2% of the issued shares of ENS International,
comprising 900 issued shares from Semk Global at a consideration of approximately HK$2.25
million, which were settled in full on 8 March 2021. See “Investments by the Pre-IPO Investors” in
this section for details of our pre-IPO investments.

Upon completion of the acquisition, ENS International was owned as to 98% and 2% by Semk

Global and Sky Planner, respectively.
(iv) Acquisition of the entire issued share capital of ENS Holdings by our Company
ENS International transferred ENS Holdings to Semk BVI by:

(a) our Company acquiring the entire issued capital of ENS Holdings, comprising one issued
share, from ENS International on 10 March 2021. In consideration, our Company allotted
99 new shares, credited as fully paid, to ENS International; and

(b) Semk BVI acquiring the entire issued capital of ENS Holdings, comprising one issued
share, from our Company on 11 March 2021. In consideration, Semk BVTI allotted 99 new

shares, credited as fully paid, to our Company.

Upon completion of the acquisition on 11 March 2021, ENS Holdings became indirect
wholly-owned subsidiary of the Company.

(v) Transfer of the character licensing business to our Group from Semk Cayman

On 19 March 2021, the character licensing business was transferred to our Group by our
Company acquiring the entire issued shares of Semk International, comprising 62,500 issued shares,
from Semk Cayman. In consideration, our Company allotted 577 issued shares, credited as fully

paid, to Semk Cayman.

Immediately after the transfer on 19 March 2021, Semk International became a direct

wholly-owned subsidiary of the Company.
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(vi) Transfer of Semk BVI to Semk Products

On 26 March 2021, Semk BVI, which was an investment holding company that held the
operating subsidiaries of the e-commerce and other business, was transferred by our Company to
Semk Products by:

(i) Semk International acquiring the entire issued shares of Semk BVI, comprising 100
issued shares, from our Company. In consideration, Semk International allotting 2,500

new shares, credited as fully paid, to our Company;

(ii) Semk Investment acquiring the entire issued shares of Semk BVI, comprising 100 issued
shares, from Semk International. In consideration, Semk Investment allotting one new

share, credited as fully paid, to Semk International; and

(iii) Semk Products acquiring the entire issued shares of Semk BVI, comprising 100 issued
shares, from Semk Investment. In consideration, Semk Products allotting 1,000 new

shares, credited as fully paid, to Semk Investment.

Upon completion of the transfer on 26 March 2021, Semk BVI became a direct wholly-owned

subsidiary of Semk Products.
(vii) Distribution in specie

On 29 March 2021, the board of directors of Semk Cayman and ENS International declared a
special dividend by way of distribution in specie of their entire shareholding in our Company to
Semk Global, Top Plenty and Sky Planner in proportion to their respective shareholdings in Semk

Cayman and ENS International.

As a result, the total issued capital of our Company comprised of US$10,000 divided into
10,000 Shares were held as to 88.46%, 9.37% and 2.17% by Semk Global, Top Plenty and Sky

Planner.

(viii) Second round of investments

During our second round of pre-IPO investments which were completed in April 2021 and July
2021, our Group introduced Wisdom Thinker, Unite Way and City Legend as our pre-IPO investors.
See “Investments by the Pre-IPO Investors” in this section for details of our pre-IPO investments.
As one of the condition precedents of the pre-IPO investments made by Wisdom Thinker and Unite
Way, all the issued and unissued Shares with par value of US$1.00 each were subdivided into 100
Shares of US$0.01 each on 14 April 2021. Accordingly, following the completion of the
subdivision, our authorised share capital became US$50,000 divided into 5,000,000 Shares of
US$0.01 each with an issued share capital of US$10,000 divided into 1,000,000 Shares in issue.
Immediately upon completion of the second round of investments by Wisdom Thinker, Unite Way
and City Legend, our Company was owned as to 75.36% by Semk Global, 9.04% by Top Plenty,
2.66% by Wisdom Thinker, 2.10% by Sky Planner, 1.34% by Unite Way and 9.50% by City Legend.
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(ix) Increase in the authorised share capital of our Company, Share Subdivision, Capitalisation
Issue and Global Offering

On 20 December 2021, our Shareholders resolved that, among others, conditional upon the
grant of the listing approval (the “Listing Approval”) for the Listing of and permission to deal in
the Shares on the Main Board of the Stock Exchange, each of the existing issued and unissued
ordinary shares of par value of US$0.01 in the share capital of our Company be subdivided into 400
ordinary shares with a par value of US$0.000025 each such that the authorised share capital of our
Company would be US$50,000 divided into 2,000,000,000 Shares of par value of US$0.000025

each.

Conditional upon the share premium account of our Company being credited as a result of the
Global Offering, a sum of US$11,637.30 standing to the credit of the share premium account of our
Company will be capitalised and applied to paying up in full 465,492,000 Shares to be allotted and
issued to all the then existing Shareholders in proportion (as nearly as possible without involving
fractions so that no fraction of a share shall be allotted and issued) to their then shareholdings in our

Company.

Conditional upon the grant of the Listing Approval, our Company will offer 120,000,000
Shares, being an aggregate of approximately 12.0% of total issued share capital of our Company (as
enlarged by the Share Subdivision, the Shares offered under the Global Offering and Shares issued
under the Capitalisation Issue but excluding the Shares which may be issued upon exercise of the
Over-allotment Option and the share options which may be granted under Share Option Scheme

adopted by our Company).

After the Listing Approval is granted, the Shares will be listed on the Main Board of the Stock
Exchange.

INVESTMENTS BY FORMER INVESTORS

0oJvcC

Pursuant to a deed of grant of share warrant dated 28 March 2013 as supplemented on 31 August
2016, Semk Holdings granted and OJ VC subscribed two tranches of share warrants of Semk Holdings at
a consideration of HK$14.4 million. The consideration was determined based on the estimated earnings
before interest and taxes for the year ended 31 December 2013. Such consideration was fully settled on 28
March 2013, 9 September 2013, 26 March 2014, 9 April 2014 and 25 June 2014. On 6 September 2016,
the share warrants were converted into 120,000 shares of Semk Holdings, representing approximately
10.71% of the then issued share capital of Semk Holdings.
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Pursuant to the Reorganisation, on 6 September 2016, the two share warrants were converted into
120,000 shares of Semk Holdings, representing approximately 10.71% of the then issued share capital of
Semk Holdings which were purchased by Mr. Hui at par and on the same day, Semk Global transferred
5,000 shares of Semk International and 5,000 shares of ENS International to OJ VC at par. On 13
September 2016, Semk International immediately after completion of such further allotment, issued and
allotted a further 5,625 shares to Semk Global and 625 shares to OJ VC at par. As a result, (i) Semk Global
and OJ VC held 50,625 shares and 5,625 shares in Semk International, respectively which represented
90% and 10% of the then issued share capital of Semk International, respectively; and (ii) Semk Global
and OJ VC held 45,000 shares and 5,000 shares in ENS International, respectively which represented
90% and 10% of the then issued share capital of ENS International, respectively.

In 2019, our Group became aware that there were legal disputes relating to the beneficial ownership
of OJ VC’s shareholding in Semk Cayman and ENS International. In or around 2019, it came to our
Group’s knowledge that OJ VC entered into agreements with three individuals, who are Independent
Third Parties, without the knowledge or consent of our Group and Mr. Hui, pursuant to which these
individuals made cash payments to OJ VC and agreed that part of OJ JV’s shareholding in our Group was
held on trust for them in proportion to their cash contribution. In order to fully settle such litigation
proceedings, (i) OJ VC; (ii) Mary J Venture Capital Limited, the sole shareholder of OJ VC; and (iii) Mr.
Wong Chung Mang Jonah and Ms. Lo Sze Man, who were the ultimate beneficial owners of OJ VC,
entered into agreements with Semk Cayman and ENS International, pursuant to which the investment
made by OJ VC would be terminated by Semk Cayman and ENS International repurchasing OJ VC’s
entire shareholding in Semk Cayman and ENS International. On 25 January 2021, (i) Semk Cayman
repurchased 5,625 shares from OJ VC at a consideration of approximately HK$25.4 million (which took
into account of a dividend in the sum of HK$1,350,000 declared by Semk Cayman in 2020); and (ii) ENS
International repurchased 5,000 shares from OJ VC at a consideration of approximately HK$3.4 million,
which were both settled in full on the same day. As such, the consideration represented approximately
twice the initial consideration paid by OJ VC. The parties took into account of the uncertainties brought
by the legal disputes and the valuation of our Group at the time of the investment when determining the
consideration. Following the repurchase of OJ VC’s entire shareholding in Semk Cayman and ENS
International which was completed in January 2021, OJ VC ceased to have any relationship with our
Group.

Regal Hotels (through Wealthy Smart)

Pursuant to a share purchase agreement dated 29 December 2016 as supplemented on 24 February
2017, Wealthy Smart agreed to acquire 2,500 old shares of Semk International from Semk Global,
representing the then 4% issued share capital of Semk International at an initial consideration of
approximately HK$12.3 million. The initial consideration, which was determined based on the expected
valuation of the character licensing business as at 31 December 2016, was subsequently adjusted as the
subscription agreement dated 29 December 2016 (as amended by a supplemental agreement) contained a
price adjustment clause, pursuant to which Wealthy Smart was required to compensate Semk Global by
way of additional cash consideration if the net profit of Semk International and its subsidiaries for the
year ended 31 December 2016 was higher than expected. The adjusted consideration was fully settled on
29 December 2016 and 3 March 2017. On 30 December 2016, the said share transfer was completed and
2,500 old shares of Semk International were transferred to Wealthy Smart.
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At around the time of its investment, Wealthy Smart was a business company incorporated with
limited liability in the BVI and was wholly-owned by Regal Hotels, a company listed on the Main Board
of the Stock Exchange (Stock Code: 0078) and principally engages in the hotel operations and

management and property development business.

Due to inability to agree on the Listing timetable, Wealthy Smart decided to exercise the buy-back
option and cancel its investment in our Group and as such a termination agreement has been entered into
on 6 April 2020, pursuant to which the pre-IPO investment made by Wealthy Smart would be terminated.
On 7 April 2020, Wealthy Smart transferred 2,500 shares of Semk Cayman to Semk Global at a
consideration of approximately HK$14.5 million, represented an annual return of 6% simple interest on
the purchase price paid less after tax dividend received by Wealthy Smart, which was settled in full on 6
April 2020 by Semk Holdings.

Premier Noble

Pursuant to a share purchase agreement dated 24 January 2017 as supplemented on 24 February
2017, Premier Noble agreed to acquire 4,375 old shares of Semk International from Semk Global,
representing 7% of the issued share capital of Semk International at an initial consideration of
approximately HK$21.6 million. The initial consideration, which was determined based on the expected
valuation of the character licensing business as at 31 December 2016, was subsequently adjusted as the
subscription agreement dated 24 January 2017 (as amended by a supplemental agreement) contained a
price adjustment clause, pursuant to which Premier Noble was required to compensate Semk Global by
way of additional cash consideration if the net profit of Semk International and its subsidiaries for the
year ended 31 December 2016 was higher than expected. The adjusted consideration was settled on 4
January 2017, 26 January 2017 and 6 March 2017. On 1 February 2017, the said share transfer was

completed and 4,375 old shares were transferred to Premier Noble.

At around the time of its investment, Premier Noble was a business company incorporated with

limited liability in the BVI and was wholly-owned by Mr. Yan Kam Cheong.

Due to inability to agree on the Listing timetable, Premier Noble decided to exercise the buy-back
option and cancel its investment in our Group and as such it has provided a letter of warranty and
undertaking on 16 September 2019, pursuant to which the investment made by Premier Noble would be
terminated. On 17 September 2019, Premier Noble transferred 4,375 shares of Semk Cayman to Semk
Global at a consideration of approximately HK$24.45 million, represented an annual return of 6% simple
interest on the purchase price paid less after tax dividend received by Premier Noble, which was settled in
full on 16 September 2019 by Semk Holdings.
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INVESTMENTS BY THE PRE-IPO INVESTORS
Investment by Wong’s International (through Top Plenty)

Pursuant to share subscription agreement dated 22 August 2016 and as supplemented on 19
September 2016, Wong’s International agreed to subscribe 6,250 new shares of Semk International
representing the then 10% issued share capital of Semk International at an initial consideration of
HK$30.80 million. The initial consideration, which was determined based on the estimated valuation of
the character licensing business as at 31 December 2016, was subsequently adjusted as the subscription
agreement dated 22 August 2016 (as amended by a supplemental agreement) contained a price adjustment
clause, pursuant to which Wong’s International was required to compensate Semk Global by way of
additional cash consideration if the net profit of Semk International and its subsidiaries for the year ended
31 December 2016 was higher than expected. The adjusted consideration was settled on 21 September
2016 and 6 March 2017. On 21 September 2016, the said share allotment was completed and 6,250 new
shares of Semk International were allotted to Top Plenty, an indirect wholly-owned subsidiary of Wong’s
International.

Top Plenty is a limited liability company incorporated in Hong Kong and is indirectly and
wholly-owned by Wong’s International, a company listed on the Main Board of the Stock Exchange
(Stock Code: 0099) and engages in electronic manufacturing, original design and manufacturing and

property investment business.

Our Group became acquainted with Wong’s International in 2016 when we granted a licence for the
use of our B.Duck trademarks to one of their subsidiaries, Wong’s F&B Limited, to be used on beverages
from 1 July 2016 to 31 December 2018. The revenue charged to our Group by Wong’s F&B Limited
amounted to approximately HK$40,000 and HK$40,000 for the years ended 31 December 2017 and 2018,
respectively. To the best knowledge and belief of our Directors, apart from the aforesaid business
transaction, Pre-IPO Investment, Mr. Wong Yin Shun Vincent who is our non-executive Director and a
director of Semk International, there is no past or present relationship (including but not limited to
employment, financing and family relationships) between (a) Wong’s International, its directors, senior
management or any of their respective associates with (b) our Group, its subsidiaries, its shareholders,
directors, senior management or any of their respective associates. Since Wong’s International is a
company listed on the Stock Exchange (Stock Code: 0099), our Directors are of the view that the pre-1PO
Investment by Wong’s International will raise the profile of our Group and also allow our Group to benefit

from potential business opportunities.
Sky Planner

Pursuant to a share purchase agreement dated 28 March 2017, Sky Planner agreed to acquire 1,250
old shares of Semk International from Semk Global, representing 2% of the issued share capital of Semk

International at a consideration of approximately HK$7.58 million. On 12 April 2017, 1,250 old shares of

Semk International were transferred to Sky Planner and such consideration was settled on the same day.
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Pursuant to a share purchase agreement dated 4 March 2021, Sky Planner agreed to acquire 900 old
shares of ENS International from Semk Global, representing 2% of the issued share capital of ENS
International at a consideration of approximately HK$2.25 million. On 4 March 2021, 900 old shares of

ENS International were transferred to Sky Planner and such consideration was settled on 8 March 2021.

Sky Planner is a business company incorporated with limited liability in the BVI and is
wholly-owned as to 50% by Mr. Tsang Kin Chung Terry and as to 50% by Mr. Tsang Kin Ho. Sky Planner

principally engages in investment holding.

Our Group became acquainted with Mr. Tsang Kin Chung Terry and Mr. Tsang Kin Ho in 2013 when
we granted a licence for the use of our B.Duck trademarks to Mad Head Limited, a company controlled by
Mr. Tsang Kin Chung Terry and Mr. Tsang Kin Ho to be used on the mobile app named “Tower of
Saviors” ()i 2 3&) from 1 September 2013 to 31 August 2015. To the best knowledge and belief of our
Directors, (i) apart from the aforesaid business transaction and Pre-IPO Investment, there is no past or
present relationship (including but not limited to employment, financing and family relationships)
between (a) Tsang Kin Chung Terry, Mr. Tsang Kin Ho, Sky Planner, its directors, senior management or
any of their respective associates with (b) our Group, its subsidiaries, its shareholders, directors, senior
management or any of their respective associates. Since Mr. Tsang Kin Ho and Tsang Kin Chung Terry
are founders of Mad Head Limited which operates and owns the trademarks of “Towers of Saviors” (4 &
23, our Directors are of the view that our Group will benefit from opportunities in content and media

licensing.
Wisdom Thinker

Pursuant to a share purchase agreement dated 14 April 2021, Wisdom Thinker agreed to acquire
26,600 Shares from Semk Global, representing 2.66% of the issued share capital of our Company at a
consideration of HK$39.90 million. On 15 April 2021, 26,600 Shares were transferred to Wisdom
Thinker and such consideration was settled on the same day. In accordance with the anti-dilution clause
stipulated in the Shareholders’ Agreement, 965 Shares were transferred to Wisdom Thinker by Semk
Global upon the completion of the pre-IPO investment made by City Legend at nil consideration. On 9
July 2021, a supplemental agreement was entered between Wisdom Thinker, Semk Global and our
Company (the “Wisdom Thinker Supplemental Agreement”), pursuant to which Semk Global is
required to provide profit guarantee of the Company by payment of cash compensation to Wisdom
Thinker in the event that the audited net profit of the Group is lower than expected for each of the
financial years ended 31 December 2021 and 2022. See “Principal terms of our Pre-IPO Investments” in

this section for details of the profit guarantee.

Wisdom Thinker Limited was incorporated under the laws of the British Virgin Islands with limited
liability and is an investment holding company wholly-owned by Dr. Lee Ka-kit. Dr. Lee Ka-kit is the
co-chairman and the co-managing director of Henderson Land Development Company Limited, a
company listed on the Main Board of Stock Exchange (Stock Code: 0012) (“Henderson Land”).
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Our Group became acquainted with Wisdom Thinker in January 2021 through introduction by China
Everbright Securities. To the best knowledge and belief of our Directors, apart from Wisdom Thinker’s
pre-IPO investment, there is no past or present relationship (including but not limited to employment,
financing and family relationships) between (a) Dr. Lee Ka-kit and Wisdom Thinker, its directors, senior
management or any of their respective associates with (b) our Group, its subsidiaries, its shareholders,
directors, senior management or any of their respective associates. Since Dr. Lee Ka-kit is the
co-chairman and the co-managing director of Henderson Land, our Directors are of the view that the
pre-IPO investment by Wisdom Thinker will raise the profile of our Group and also allow our Group to
benefit from potential business opportunities.

Unite Way

Pursuant to a share purchase agreement dated 14 April 2021, Unite Way agreed to acquire 13,400
Shares from Semk Global, representing 1.34% of the issued share capital of our Company at a
consideration of HK$20.10 million. On 15 April 2021, 13,400 Shares were transferred to Unite Way and
such consideration was settled on 17 April 2021. In accordance with the anti-dilution clause stipulated in
the Shareholders’ Agreement, 486 Shares were transferred to Unite Way by Semk Global upon the
completion of the pre-IPO investment made by City Legend at nil consideration. On 9 July 2021, a
supplemental agreement was entered between Unite Way, Semk Global and our Company (the “Unite
Way Supplemental Agreement”), pursuant to which Semk Global is required to provide profit guarantee
of the Company by payment of cash compensation to Unite Way in the event that the net profit of the
Group is lower than expected for each of the financial years ended 31 December 2021 and 2022. See
“Principal terms of our Pre-IPO Investments” in this section for details of the profit guarantee.

Unite Way is a business company incorporated with limited liability in the BVI and is owned as to
51% by Mr. Lee Yi Kei and as to 49% by Mr. Ho Kin Wan. Unite Way principally engages in investment
holding. Mr. Lee Yi Kei and Mr. Ho Kin Wan are professional investors. Mr. Lee is the chief investment
officer of TM House Asset Management Limited. Mr. Ho has over 15 years of experience working in
various SFC-licensed financial institutions such as HSBC Broking Securities (Asia) Limited.

Our Group became acquainted with Mr. Lee Yi Kei and Mr. Ho Kin Wan in March 2021 through
introduction by China Everbright Securities. To the best knowledge and belief of our Directors, apart
from Unite Way’s pre-IPO investment, there is no past or present relationship (including but not limited
to employment, financing and family relationships) between (a) Mr. Lee Yi Kei, Mr. Ho Kin Wan, Unite
Way, its directors, senior management or any of their respective associates with (b) our Group, its
subsidiaries, its shareholders, directors, senior management or any of their respective associates. Since
Mr. Lee Yi Kei and Mr. Ho Kin Wan are professional investors who has over 10 years in the finance
industry, our Directors are of the view that the pre-IPO investment by Unite Way will diversify our
Company’s shareholder base and enhance the corporate governance of our Company.

City Legend

Pursuant to an investment agreement dated 7 July 2021 (the “City Legend Investment
Agreement”), City Legend agreed to (i) acquire 62,176 Shares from Semk Global, representing 6.0% of
the enlarged issued share capital of our Company; and (ii) subscribe for 36,270 new Shares, representing
3.5% of the enlarged issued share capital of our Company, at a consideration of approximately HK$90
million and HK$52.5 million, respectively. On 9 July 2021, 62,176 Shares were transferred by Semk
Global to City Legend and 36,270 new Shares were allotted and issued by our Company to City Legend.
The aforesaid consideration was settled on 9 July 2021.
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Pursuant to the City Legend Investment Agreement, Semk Global provided profit guarantee to City
Legend, details of which are set out in “Principal terms of our Pre-IPO Investments” in this section. Semk
Global has also granted rights relating to director nomination and redemption and provided undertakings
on restriction on transfer and lock-up to City Legend. Such rights and undertakings are similar to those
set out in the Amended and Restated Shareholders’ Agreement. See “Special Rights and Obligations

under the Amended and Restated Shareholders” Agreement” in this section for details of such rights.

Pursuant to the City Legend Investment Agreement, our Company agreed to use reasonable
endeavours to establish business cooperation with City Legend and OCT Limited on provision of
services, namely intellectual property licensing, sales events of cross-over products, design consultation,
product sales and other services as agreed subject to all applicable laws and provided that the Directors
will not breach their fiduciary duties. The parties will agree on the terms of cooperation, if appropriate,
upon separate discussion. In this connection, our Company has entered into a strategic cooperation
framework agreement with OCT (Asia) on 15 July 2021 in respect of mutual intention on deepening
strategic cooperation between the parties.

City Legend is a limited liability company incorporated in Hong Kong and is indirectly and
wholly-owned by OCT (Asia), a company listed on the Main Board of the Stock Exchange (Stock Code:
3366) which engages in comprehensive development, equity investment and fund management. OCT
(Asia) is in turn indirectly and non-wholly owned by OCT Limited, a company listed on the Shenzhen
Stock Exchange (Stock Code: 000069.SZ) which engages in integrated tourism business and real estate

business.

Our Group became acquainted with OCT Limited in 2018 when Nanjing Overseas Chinese Town, a
wholly-owned subsidiary of OCT Limited, entered into a design consultation service contract with our
Group to collaborate on a B.Duck-featured theme park in Nanjing. In 2020, our Group also entered into
a LBE licensing agreement with Guangdong Shunde Overseas Chinese Town Industrial Development Co.,
Ltd.* (& ARG E £ 5 B A R/A 7)) (“Shunde OCT”), which is a non-wholly-owned subsidiary
of OCT Limited, to collaborate on a B.Duck-featured marketing event. To the best knowledge and belief
of our Directors, apart from the aforesaid business transactions, pre-IPO investment and Mr. Chen
Hongjiang who is our non-executive Director, there is no past or present relationship (including but not
limited to employment, financing and family relationships) between (a) City Legend, Nanjing Overseas
Chinese Town, Shunde OCT, OCT (Asia), OCT Limited, their respective directors, senior management or
any of their respective associates and (b) our Group, our subsidiaries, shareholders, directors, senior
management or any of their respective associates. Since OCT (Asia) and OCT Limited are companies
listed on the Stock Exchange (Stock Code: 3366) and Shenzhen Stock Exchange (Stock Code:
000069.S7), respectively, our Directors are of the view that the pre-IPO investment by OCT Limited will

raise the profile of our Group and also allow our Group to benefit from potential business opportunities.
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Principal terms of our Pre-IPO Investments

The principal terms and conditions of the investment of each of our Pre-IPO Investors are as

follows:

Name of
Pre-IPO Investor

Ultimate beneficial owners of
the Pre-IPO Investors

Background of the Pre-IPO
Investors

Date of relevant agreement

Number of Shares

Shareholding in our Company
to be held by Pre-IPO
Tnvestor (Approximately)

— after Share Subdivision
and Capitalisation Issue
but before Listing

— upon Listing Yo'e ¥

Valuation at the time of
the Pre-IPO investment

Total amount of consideration
paid (Approximately)

Source of fund for
the Pre-IPO investment

Wong's International
(through Top Plenty)

Wong's International

Wong's International is a
company whose shares are
listed on the

Main Board of the Stock
Exchange (Stock Code: 0099)

22 August 2016 and
19 September 2016

6,250 new shares of Semk
International

9.04%

1.96%

Character licensing business
valuation: HK$331.8

... (Note2)
million

HK$33.18 million

internal resources

Sky Planner

Mr. Tsang Kin Chung Terry and
Mr. Tsang Kin Ho

Mr. Tsang Kin Chung Terry and
Mr. Tsang Kin Ho are
founders of Mad Head
Limited which operates
and owns the trademarks of
“Tower of Saviors”

(HEZ5)

28 March 2017 and 4 March
2021

1,250 old shares of Semk
International

900 old shares of ENS
International

210%

1.84%

Character licensing business
valuation: HK$379.2 million
(Note 3)

E-commerce and other business
valuation: HK$112.4 million

(Note 4)

Character licensing business:
HK$7.58 million

E-commerce and other business:
HK$2.25 million

personal resources

Wisdom Thinker

Dr. Lee Ka-kit

Dr. Lee Ka-kit is the
co-chairman and the
co-managing director of
Henderson Land, which is a
company whose shares are
listed on the Main Board of
the Stock Exchange
(Stock Code: 0012)

14 April 2021 and 9 July 2021

27,565 old shares of our
Company

2.66%

234%

Character licensing business
and e-commerce and other
business valuation: HK$1,500

million V¢ ¥

HK$39.90 million

personal resources
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Unite Way

M. Lee Yi Kei and
M. Ho Kin Wan

Mr. Lee Yi Kei and Mr. Ho Kin
Wan are professional
investors. Mr. Lee is the
founder and the chief
investment officer of TM
House Asset Management
Limited. Mr. Ho worked at
HSBC Brokerage Services
(Asia) Limited as a director
from 1982 to 2014

14 April 2021 and 9 July 2021

13,886 old shares of our
Company

1.34%

1.18%

Character licensing business
and e-commerce and other
business valuation: HK$1,500

million V¢ ¥

HK$20.10 million

pEISOHﬂl resources

OCT Limited
(through City Legend)

OCT Limited

OCT Limited is a company
whose shares are listed on the
Shenzhen Stock Exchange
(Stock Code: 000069)

OCT (Asia) is a company
whose shares are listed on the
Main Board of the Stock
Exchange (Stock Code: 3366)

7 July 2021

62,176 old shares and 36,270
new shares of our Company

9.50%

8.36%

Character licensing business
and e-commerce and other
business valuation: HKS1,500

million V¢ ¥

HK$142.50 million

internal resources



HISTORY, CORPORATE STRUCTURE AND REORGANISATION

Name of
Pre-IPO Investor

Utilisation status of the

proceeds of
the Pre-IPO investment

Payment date of consideration

Basis of determination of
the consideration

Cost per share and discount to
the Offer Price
(Approximately)

Use of proceeds from

the pre-IPO investment

Strategic benefits to our Group

Profit guarantee

Wong's International
(through Top Plenty)

Fully utilised

Sky Planner

Not applicable since the
pre-IPO investment is by way
of purchasing old shares of
Semk International.

21 September 2016 and 6 March 13 April 2017 and 8 March

217

2021

Wisdom Thinker

Not applicable since the

pre-1PO investment is by way
of purchasing
old shares of our Company

15 April 2021

Unite Way

Not applicable since the

pre-IPO investment is by way

of purchasing
old shares of our Company

17 April 2021

OCT Limited
(through City Legend)

The proceeds in relation to the
subscription of 36,270 new
shares of our Company are
intended to be utilised
towards our general working
capital. As at the Latest
Practicable Date, none of the
proceeds from the pre-1PO
investment had been utilised.

The proceeds in relation to the
purchase of the 62,176 old
shares of our Company are
not applicable.

9 July 2021

The consideration was determined based on arm’s length negotiations primarily with reference to our historical earnings and future prospects of our Group.

HKS$0.42 per Share after
Share Subdivision and
Capitalisation Issue.
Assuming an Offer Price of
HKS2.75 per Offer Share
(being the mid-point of the
indicative Offer Price range),
the price paid by the Pre-IPO
Investor is equivalent to a
discount of approximately
84.7% to such price per Offer
Share.

Development of the character
licensing business and
working capital of our Group.

HKS0.53 per Share after

Share Subdivision and
Capitalisation Issue.
Assuming an Offer Price of
HKS$2.75 per Offer Share
(being the mid-point of the
indicative Offer Price range),
the price paid by the Pre-IPO
Investor is equivalent to a
discount of approximately
80.7% to such price per Offer
Share.

by Sky Planner was by way of
purchasing old shares in
Semk International and ENS
International from Semk
Global.

HKS1.70 per Share after

Share Subdivision and
Capitalisation Issue.
Assuming an Offer Price of
HK$2.75 per Offer Share
(being the mid-point of the
indicative Offer Price range),
the price paid by the Pre-IPO
Investor is equivalent to a
discount of approximately
38.2% to such price per Offer
Share. (Note 5)

Not applicable. The investments ~ Not applicable. The investment

by Wisdom Thinker was by
way of purchasing old shares
of our Company from Semk
Global.

HKS$1.70 per Share after
Share Subdivision and
Capitalisation Issue.
Assuming an Offer Price of
HK$2.75 per Offer Share
(being the mid-point of the
indicative Offer Price range),
the price paid by the Pre-IPO
Investor is equivalent to a
discount of approximately
38.2% to such price per Offer
Share, Vere )

Not applicable. The investment
by Unite Way was by way of
purchasing old shares of our
Company from Semk Global.

HKS$1.70 per Share after
Share Subdivision and
Capitalisation Issue.
Assuming an Offer Price of
HK$2.75 per Offer Share
(being the mid-point of the
indicative Offer Price range),
the price paid by the Pre-IPO
Investor is equivalent to a
discount of approximately
38.2% to such price per Offer
Share. (Note 5)

Working capital of our Group.
Please also refer to
“Utilisation status of the
proceeds of the Pre-1PO
investment” in this table.

Our Directors are of the view that we can expand our shareholder base and benefit from the pre-IPO investors’ commitment to our Group and their investments demonstrate

their confidence in our operation and serve as an endorsement of our performance, strength and prospects.

Not applicable

Not applicable

2021 profit guarantee

2022 profit guarantee
HK$85,000,000

(Note 6),

HKS75,000,000

(Note 6),

134 -

2021 profit guarantee V' %

HK$75,000,000
2022 profit guarantee ' 9
HK$85,000,000

2021 profit guarantee

2022 profit guarantee

(Note 6),

HK$75,000,000

Note 6),

HK$85,000,000
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Notes:

1. The shareholding percentages are calculated on the basis of the number of Shares to be held by the Pre-IPO
Investors immediately after the completion of the Global Offering, the Share Subdivision and the Capitalisation
Issue (but without taking into account Shares which may allotted and issued pursuant to the exercise of the
Over-allotment Option and any options which may be granted under the Share Option Scheme).

2. Our Group commenced negotiations with Wong’s International in 2016 on its pre-IPO investment in our
Company when our Group’s business was at a smaller scale and therefore invested at lower valuation than other
pre-IPO investors. The initial consideration, which was determined based on the estimated valuation of the
character licensing business as at 31 December 2016 (represented a price-to-earnings ratio of 14 times of
estimated net profit of the character licensing business for the year ended 31 December 2016), was
subsequently adjusted as the subscription agreement dated 22 August 2016 (as amended by a supplemental
agreement) contained a price adjustment clause, pursuant to which Wong’s International was required to
compensate Semk Global by way of additional cash consideration if the net profit of Semk International and its
subsidiaries for the year ended 31 December 2016 was higher than expected.

3. Despite the valuation of Sky Planner’s pre-IPO investment in our character licensing business was based on the
actual valuation of the character licensing business as at 31 December 2016 (represented a price-to-earnings
ratio of 16 times of actual net profit of the character licensing business for the year ended 31 December 2016).
The valuation is higher than that of Wong’s International since negotiations with Sky Planner only commenced
in 2017 which was subsequent to negotiations with Wong’s International and our Group offered smaller portion

of shareholding to Sky Planner when compared to Wong’s International.

4. Sky Planner wished to invest in our e-commerce and other business in 2021 and the valuation of the e-commerce
and other business as at 31 December 2020 was used for valuation.

5. The consideration was determined based on the valuation of the character licensing business and e-commerce
and other business as at 31 December 2020 (represented a price-to-earnings ratio of 25 times of the adjusted net
profit under non-HKFRS financial measures of the character licensing business and e-commerce and other
business for the year ended 31 December 2020). Our Directors are of the view that our Group can be benefited
from the Pre-IPO Investments as they serve as an endorsement of our Group’s performance, strength and
prospects, which can assist us in broadening our shareholder base. In addition, considering the experience of
the management team of Wisdom Thinker, Unite Way and City Legend in business management and investment
and coupled with their business network, the Directors are of the view that they will be able to bring benefits to

our Group by providing recommendations on investments and business development.

6. Pursuant to the City Legend Investment Agreement, the Wisdom Thinker Supplemental Agreement and the
Unite Way Supplemental Agreement, Semk Global shall procure our Company to achieve the following
performance targets of the Group:

2021 profit guarantee: The audited consolidated net profit of our Company for the year ending 31 December
2021, after excluding government subsidies (income tax expenses derived from such government subsidies
should not be excluded), listing fees and share-based payments (the “Actual 2021 Net Profit”), shall not be less
than HK$75,000,000 (the “Expected 2021 Net Profit”).

2022 profit guarantee: The audited consolidated net profit of our Company for the year ending 31 December
2022, after excluding government subsidies (income tax expenses derived from such government subsidies
should not be excluded), listing fees and share-based payments (the “Actual 2022 Net Profit”), shall not be less
than HK$85,000,000 (the “Expected 2022 Net Profit”).
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Semk Global shall pay to each of Wisdom Thinker, Unite Way and City Legend as compensation an amount
determined as follows (the “Profit Guarantee Compensation”):

Ax(B-C)/B-D

A = The pre-IPO investors’ respective benchmark investment amount. The benchmark investment amount is
calculated by (i) dividing the shareholding of the relevant Pre-IPO Investor as at date of the issuance of
the audited consolidated financial statements by the shareholding of the relevant Pre-IPO Investor on the
respective closing dates of their investments or the dates of the supplemental agreements (as the case may
be) and (ii) multiplying the result in (i) by the consideration paid by the relevant Pre-IPO Investor under
their respective investment agreements.

B = The Expected 2021 Net Profit or the Expected 2022 Net Profit (as the case may be)
C = The Actual 2021 Net Profit or the Actual 2022 Net Profit (as the case may be)
D = Any cash compensation received in the previous year, if any

The profit guarantees above do not constitute any profit forecast of our Group under Rules 11.16 to 11.19 of the
Listing Rules, and the profit guarantee amount should not be regarded in any way as an indication of the
projected profit of our Group for the relevant financial year.

Semk Global will be solely responsible for settling the Profit Guarantee Compensation to Wisdom Thinker,
Unite Way and City Legend in the form of cash using its internal resources in the event that our Company fails
to achieve the Expected 2021 Net Profit and/or the Expected 2022 Net Profit. Therefore, there will not be any
impact on our business operations and financial position in the event that our Group fails to achieve the
Expected Net Profits.

Special Rights and Obligations under the Amended and Restated Shareholders’ Agreement

The Shareholders’ Agreement was superseded by the Amended and Restated Shareholders’
Agreement which was entered into among Semk Global, our Company and the Pre-IPO Investors. Set
forth below are certain material special rights granted to our Pre-IPO Investors pursuant to the Amended
and Restated Shareholders’ Agreement.

—  Redemption right

If our Company, its holding company or our subsidiaries (i) cannot achieve a listing of its
shares on the Main Board of the Stock Exchange with a minimum pre-offering valuation of our
Company of not less than HK$1,800 million within one year from the closing date of the
pre-IPO investments by Wisdom Thinker and Unite Way (i.e. by 14 April 2022); and (ii) there
is material violation of relevant laws and regulations, material integrity breach by Mr. Hui or
any members of our Group or any breach of the Amended and Restated Shareholders’
Agreement, which threatens the listing of the Company’s shares, the shares in its holding
company or its subsidiary (as the case may be) on the Main Board, the Pre-IPO Investors shall
have the right to request Semk Global or any parties nominated by it (which shall not be our
Company or any of our subsidiaries) to buy-back the relevant shares. The price of the buy-back
shares are as follows:

(i) inthe case of Top Plenty and Sky Planner, shall be based on an annual return of 6% simple

interest on such purchase price less after tax dividend, if any, received by Top Plenty and
Sky Planner; and
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(ii) in the case of Wisdom Thinker, Unite Way and City Legend, shall be based on an annual
return of 8% simple interest on such purchase price less (i) after tax dividend and (ii) cash
compensation received under the Profit Guarantee Compensation, if any, received by
Wisdom Thinker, Unite Way and City Legend.

The obligations and liabilities of Semk Global to buy-back the relevant shares from the
Pre-IPO Investors were secured by separate personal guarantee given by Mr. Hui, as the sole
shareholder of Semk Global.

Restriction on transfer and lock-up

The Pre-IPO Investors, being Top Plenty, Sky Planner, Wisdom Thinker, Unite Way and City
Legend, shall not at any time during the period commencing from the date of submission of the
listing application by our Company and ending on the expiry of six months immediately after

the Listing Date, transfer all or any part of their respective Shares to any third party.

Semk Global shall not at any time during the period commencing from the date of submission
of the listing application by our Company and ending on the expiry of 12 months immediately
after the Listing Date, transfer all or any part of its Shares to any third party and it will not hold
less than 30% of our Shares during the period of 24 months immediately following the
expiration of the first 12-Month lock-up period.

Pre-emptive rights

If our Company issue any Share or security or incur any obligation which is by its terms
convertible into or exchangeable or exercisable for Shares, unless such issue is approved by the
Pre-IPO Investors, each of the Pre-IPO Investors has an option to subscribe for the Shares, in
proportion to their respective shareholding in our Company, at the same price, terms and
conditions.

Right of first refusal

If any of the Shareholders to the Amended and Restated Shareholders’ Agreement proposes to
transfer any of the Shares to a third party purchaser, each of such other Shareholders shall have
a right of first refusal to purchase such shares on the same price, term and condition as the
proposed third-party transfer.

Tag-along right
In case Semk Global is to transfer all or any part of its Shares to any third party and such sale,
if completed, would result in Semk Global ceasing to hold 50% of all the issued Shares, the

Pre-IPO Investors have the right to sell all Shares held by them to such third party at a price no
less than the highest price per Share offered to Semk Global.
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—  Directors nomination right

Semk Global has the right to nominate at least four Directors and each of Top Plenty and City
Legend has the right to nominate one Director. Top Plenty and City Legend have exercised
their respective nomination right and Mr. Wong Yin Shun Vincent and Mr. Chen Hongjiang
were appointed as non-executive Directors on 28 April 2021 and 22 October 2021,

respectively.

Semk Global further undertakes to nominate and vote for a candidate designated by City
Legend as Director (and to vote for such individual’s removal as Director if requested by City
Legend) (the “Semk Global’s Undertaking”), provided that City Legend has not cumulatively
reduced the number of Shares it holds by more than 50% of the total number of Shares
subscribed and acquired by City Legend under the City Legend Investment Agreement (as

adjusted in accordance with any change in share capital).

—  Anti-dilution right

If our Company is to issue any share or any security or incur any obligation which is by its
terms convertible into or exchangeable or exercisable for Shares to any third party at a price
lower than the relevant valuation for the relevant Pre-IPO Investor, then Semk Global shall
compensate (i) Top Plenty and Sky Planner by way of share compensation; and (ii) Wisdom
Thinker, Unite Way and City Legend by way of either (a) cash compensation or (b) share
compensation at nil or minimal consideration transferred from Semk Global (to the extent

permitted by relevant laws and regulations) as elected by City Legend in its sole discretion.

Except for the restriction of transfer on the Pre-IPO Investors, which will end on the expiry of the
six months immediately after the Listing Date, all other special rights granted to the Pre-IPO Investors
will be terminated upon Listing. The Semk Global’s Undertaking, which constitutes private arrangement
between two Shareholders, is not subject to the Interim Guidance, Guidance Letter HKEX-GL43-12 and
Guidance Letter HKEX-GL44-12 and it will not be terminated upon Listing. For the avoidance of doubt,
the restriction on transfer and lock-up imposed on Semk Global will not be terminated upon Listing. See
“Special Rights and Obligations under the Amended and Restated Shareholders’ Agreement —

Restriction on transfer and lock-up” in this section for further details.

Save as disclosed above, there are no other side agreements, understanding, arrangements or
undertakings, verbal or in writing, between our Company (including any of our subsidiaries, their
directors, shareholders, senior management or any of their respective associates) and each of the Pre-IPO
Investors (including their beneficial owners and directors), in relation to their investments in our Group,

that are subsisting.
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Public float

As Sky Planner, Wisdom Thinker, Unite Way and City Legend are not our core connected persons,
Shares held by Sky Planner, Wisdom Thinker, Unite Way and City Legend, representing an aggregate of
approximately 13.72% of the enlarged share capital of the Company immediately upon Listing, will be
counted as part of the public float for the purposes of Rule 8.24 of the Listing Rules. Mr. Wong Yin Shun
Vincent (“Mr. Vincent Wong”) is appointed as one of two directors and chairman of Top Plenty on 22
December 2021. As chairman of Top Plenty, in case of an equality of votes, Mr. Vincent Wong shall have
a second or casting vote at board meetings of Top Plenty. Since (i) Top Plenty is required to take
instructions from its board of directors in relation to the voting or other disposition of shares of our
Company held by Top Plenty and (ii) the board of Top Plenty is controlled by Mr. Vincent Wong, a core
connected person of our Company, therefore Top Plenty will not be counted as part of public float for the

purposes of Rule 8.24 of the Listing Rules.
Sole Sponsor’s confirmation

Under the Interim Guidance on Pre-IPO Investments issued by the Stock Exchange on 13 October
2010 and as updated in March 2017, where the consideration for completion or divestment of the last
pre-IPO investment is settled within 28 clear days before the date of first submission of the listing
application form, the Stock Exchange will generally delay the first day of trading until 120 clear days
after the later of the completion or divestment of the last pre-IPO Investments. The last Pre-IPO
Investment was completed on 9 July 2021. On the basis that (i) the Listing is expected to take place on or
around 17 January 2022 which will be more than 120 clear days after the completion of the last Pre-IPO
Investment, and (ii) the special rights granted to the Pre-IPO Investors will terminate upon the Listing,
the Sole Sponsor has confirmed that the Pre-IPO Investment is in compliance with the Interim Guidance
on Pre-IPO Investments issued by the Stock Exchange on 13 October 2010 and as updated in March 2017,
the Guidance Letter HKEx-GL43-12 issued by the Stock Exchange in October 2012 and as updated in
July 2013 and March 2017 and the Guidance Letter HKEx-GL44-12 issued by the Stock Exchange in
October 2012 and as updated in March 2017.
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OVERVIEW

We are the second largest domestic character IP company and ranked fifth among all character IP
companies in China, in terms of character licensing revenue in 2020, and with a market share of around
2.4% according to the Frost & Sullivan Report. In terms of sales value in character IP product
e-commerce market in China, we had a market share of around 0.6% in 2020. IPs and our brand are at the
heart of our business. Our business comprises the creation, design, licensing, brand management and
marketing of our self-created, self-owned and iconic B.Duck Family Characters across multi channels.
We create and develop style guides, license our B.Duck Family Characters and brands to our licensees,
provide them with product design application services and allow them to use our characters on a diverse
range of products, including home lifestyle and living, apparel, accessories and infant personal care
products etc. We also sell our B.Duck Family Characters-featured products through fast growing online
channels, such as our Tmall flagship store, as well as our offline sales channels. Based on (i) there being
over 10.5 million subscriptions or follows in respect of our B.Duck Family Characters across various
major e-commerce platforms and online social media platforms by our B.Duck Fans located worldwide,
including over 3.6 million follows on Weibo, over 3.5 million follows on Tmall, over 1.0 million follows
on Facebook and over 0.9 million follows on VIP.com, as at the Latest Practicable Date; (ii) our B.Duck
Family Characters having been applied on a diverse range of products and services; and (iii) our previous
and ongoing collaborations with various high-profile corporations/brands across different business
sectors, such as Sanrio Co., “Game for Peace” (FI°F-}§¥) and Beijing Imperial Palace Culture
Development Co., Ltd.* At sl s = E S B R A BR A A]), we are of the view that the B.Duck Family
Characters have gained a high popularity and public attention, such that the public are able to associate
any B.Duck Family Characters with our Group.

The origin of our business can be traced back to 2005 when B.Duck, our iconic IP character which
we believe to be evergreen, was created by Mr. Hui, our founder, chairman, chief executive officer and
executive Director. Since B.Duck gained in popularity in the HK—China Market, we have created 25 other
characters, being family members and friends of B.Duck, including but not limited to Buffy, B.Duck
Baby, Dong Duck and Bath’N Duck. Our B.Duck Family Characters are designed under the motto of “Be
Playful” to appeal to a wide range of consumers across different geographies and demographics. B.Duck
has received a number of awards, including the “Asian Property of the Year” for 2016, 2018, 2019 and
2020 and the “China Property of the Year” and the “Licensed Promotion of the Year” in 2021 by Licensing
International and the “Hong Kong Premier Brand” in 2016 by The Chinese Manufacturers Association of
Hong Kong and Hong Kong Brand Development Council.

We have established a business model covering the entire value chain of the character branding
business, including character design and development, character licensing, character-featured
merchandising and character promotion and marketing, through which we built a large and growing
community of fans.

For our character licensing business, we operate a business model where our in-house artistic design
capabilities are fundamental to the creation and design of B.Duck Family Characters that appeal to
consumers with a wide range of interests. We design and create a wide spectrum of merchandise and
promotional items in diverse consumer industries, including retailers, LBE operators and banks etc. As at
30 June 2021, we had developed over 25,000 SKUs of our B.Duck Family Characters-featured products
and our products were sold to around 18 jurisdictions. We have also been focusing on licensing B.Duck
Family Characters as design features for different LBE as well as offering interactive contents on various
mobile media and social networks. Our extensive licensing network consisted of more than 300 licensees
and seven licensing agents during the Track Record Period, with a coverage of a diverse range of
consumer sectors and geographical locations including China, Hong Kong, Thailand, South Korea,
Malaysia and Mexico etc.
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For our e-commerce and other business, we mainly focus on the character IP product e-commerce
market, one of the subsegments of the broader IP product e-commerce market, and offer our B.Duck
Family Characters-featured products primarily through third-party e-commerce platforms in Hong Kong
and the PRC, such as Tmall, JD.com, VIP.com and HKTVmall, etc, to satisfy our customers’ needs online
and throughout the years. In addition, to a lesser extent, we also sell products in bulk to some corporate
customers directly and to the customers through certain consignment stores during the Track Record
Period. We engage various domestic OEM suppliers to outsource the production of our products and
procure products from the licensees of our merchandise licensing service, which we believe can enable us
to focus our resources on enhancing our character branding management, design, product and service
development, and sales and marketing management.

The table below sets forth the breakdown of our revenue by business segments during the Track
Record Period:

FY2018 FY2019 FY2020 6M2020 6M2021
HKS$'000 %  HK$000 %  HK$000 %  HK$000 %  HKS$000 %
(unaudited)

Character
licensing business 03,827 318 81,630  33.6 98,039  42.0 31,283 337 58,972 47.6
E-commerce and
other business 137,037  68.2 161,416  66.4 135,476 58.0 61,593  66.3 04,801 524
Total 200,804 100.0 243,046 100.0 233,515 100.0 92,876 100.0 123,773 100.0

OUR COMPETITIVE STRENGTHS

We believe that the following competitive strengths contribute to our success and differentiate us
from our competitors.

Well established brand name with a vast library of self-created characters

We are the second largest domestic character IP company and ranked fifth among all character IP
companies in China, in terms of character licensing revenue in 2020, and with a market share of
approximately 2.4% according to the Frost & Sullivan Report. We possess a diversified library of 26
self-created characters, with five main revenue-generating IP characters that we have commercially
launched, such as B.Duck, Buffy and B.Duck Baby, each with its own specific and tailor-made features
aiming to attract a wide spectrum of customers. We believe we have successfully created a comprehensive
character portfolio to meet the needs of our different customers, we have created, developed and nurtured
our proprietary catalogue of over 10 B.Duck Family Characters in almost a decade. B.Duck, our iconic
character which we believe to be evergreen, as evidenced by having strong brand recognition and a large
and growing community of more than 10.5 million subscriptions or follows on various e-commerce
platforms and social networking platforms by B.Duck Fans located worldwide and primarily in China,
Hong Kong, Thailand, South Korea and Malaysia with, in aggregate, over 740 million views of various
types of content in relation to the elements of B.Duck Family Characters as at the Latest Practicable Date.
At present, we have core fan bases among a wide range of age groups, with a focus on consumers in the
age group from 15 to 34 years old. Our IP character, B.Duck was awarded “Hong Kong Premier Brands”
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in 2016 by The Chinese Manufacturers Association of Hong Kong and Hong Kong Brand Development
Council, “Asian Property of the Year” in 2016, 2018, 2019 and 2020, the “China Property of the Year” and
the “Licensed Promotion of the Year” in 2021 by Licensing International, “Most Valuable Cartoon &
Animation IP Top 10” for four consecutive years from 2016 to 2019 by the Organising Committee of
China IP Industry Conference. Our B.Duck Family Characters have been applied to a wide spectrum of
products and content categories in four key areas, namely, (i) merchandise (such as apparel and
accessories, home lifestyle and living, personal care, footwear, consumer electronics, toys and baby
personal care); (ii) promotional items (such as corporate gifts, bonus point redemption gifts and other
advertising and sales promotional items); (iii) LBE in various forms (such as theme parks and attractions,
catering and promotional and marketing events); and (iv) content and media (such as children’s books,
credit cards, emotion stickers, and mobile games). Up to 30 June 2021, we had developed over 25,000
SKUs of our B.Duck Family Characters-featured products and our products were sold in around 18
jurisdictions. Our character library provides us with a variety of high quality character IP rights that
forms the foundation of our character branding business and increases potential monetisation
opportunities across our business segments.

As we strive to promote our B.Duck Family Characters to reach a broad base of customers through
various channels, we attracted a diverse base of business partners, including high profile corporations and
brands, to collaborate with us during the Track Record Period. In particular, in FY2020, we partnered
with Shenzhen Tencent Computer Systems Company Limited for our B.Duck to feature in “Game for
Peace”(FI°F-#59%), for certain in-game elements and products. We also entered into collaboration with
Beijing Imperial Palace Culture Development Co., Ltd.* (4t 5l 5= &= & b %8 B A7 BR A F]) (“Imperial
Palace”) and Liou Brand Management (Shanghai) Limited* (F i i 5% & (1) AR A) (“Liou”)
to jointly develop new style guides and IP rights. For instance, in respect of the collaboration with Liou,
we jointly created new style guides featuring renowned characters of Sanrio Co., Ltd, such as Hello Kitty
and Melody, and our own iconic character, B.Duck. The new style guides were jointly owned by us and
our collaboration partner then licensed to other licensees and used by them for the development of new
merchandise.

The second largest domestic character IP company and ranked fifth among all character IP
companies in China with a proven track record

Our Directors believe that we are a leading character IP company in Hong Kong and China and have
been engaging in the character branding business of such characters primarily in China since B.Duck, our
iconic character which we believe to be evergreen, was created in 2005 by Mr. Hui, our founder,
chairman, chief executive officer and executive Director. With an operating history of over 15 years, our
ranking rose from being the 10th largest licensor and the third largest domestic licensor in terms of
revenue in the China character IP licensing market in 2017 with a market share of approximately 1.1% to
being the second largest domestic licensor and the fifth largest licensor among all character IP companies
in China, in terms of character licensing revenue in 2020 with a market share of approximately 2.4%
according to the Frost & Sullivan Report. We also experienced notable growth during the Track Record
Period. Leveraging our business model which covers the entire value chain of the character branding
business, our revenue increased by approximately 16.3% from approximately HK$200.9 million for
FY2018 to approximately HK$233.5 million for FY2020 and by approximately 33.3% from
approximately HK$92.9 million for 6M2020 to approximately HK$123.8 million for 6M2021. Our
adjusted net profit under non-HKFRS financial measures increased by approximately 327.1% from
approximately HK$14.0 million for FY2018 to approximately HK$59.8 million for FY2020 and by
approximately 80.0% from approximately HK$14.2 million for 6M2020 to approximately HK$25.6
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million for 6M2021. We have also received various awards, such as “Best Licensing Team Award Top 10”
by Organising Committee of China IP Industry Conference in 2019 and 2020. Our Directors believe that
by leveraging the advantage with a proven track record in the character branding industry in the
HK-China Market, we are well positioned to capture growing business potential not only in China and

Hong Kong but also SEA and other strategic overseas markets.

Robust in-house character and design capabilities

We have built a team of creative professionals, including designers and artists, who play a critical
role in the proper functioning of character creation and product development process. Our in-house
design team is led by seasoned personnel who have been with our Group for over 15 years and possess
thorough understanding of our brand’s motto, market trends and fans’ preferences. The strength of our
product design and development capabilities is integral to our ability to offer a broad product portfolio
that appeals to our target customers and business partners. We achieve holistic design by monitoring the
entire process of character creation in-house from idea initiation and concepting, market research, and
prototyping to brand launch and assurance. We have a repeatable and scalable design and development
process to develop a wide diversity of consumer merchandise and content on multi-channels taking
account of cultural differences and consumer preference specific to different target markets. Our design
team provides the licensees and business partners with advice on how to improve the product
development and commercial value of their design works, in part by synthesising and helping to
incorporate the behaviour, preferences and interests of B.Duck fans so as to meet consumers’ evolving
tastes and preferences. Our design team also provides general and/or tailor-made style guides, design and
graphic instructions to foster customised consumption experience and to reinforce brand image. Up to 30
June 2021, we had created more than 950 style guides and developed more than 25,000 SKUs for different
consumer merchandise under our character licensing business. Our Directors believe that our in-house
design capabilities to create and develop our proprietary characters and products have positioned us well

to enhance our brand’s market presence, which is a key to our sustainable growth in the long run.

Extensive licensing network with a core focus on Asia and sophisticated licensing operation

During the Track Record Period, we had an extensive licensing network of more than 300 licensees
and seven licensing agents that covered a diverse range of consumer sectors and gained a widespread
reach to consumers across different regions with a focus in Asia, including China, Hong Kong and SEA
etc. We have developed a mature character licensing business model where we closely monitor our
licensees to make sure our character IP rights are being used in an appropriate manner in order to
maintain and protect our brand integrity. Our Directors believe that we bring significant value to the
character licensing process with our profound understanding of the character licensing industry in our
markets and our proprietary character IP rights. We believe that our active and close interactions with our
licensees, licensing agents, lice