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SUMMARY

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

There are risks associated with any investment. Some of the particular risks in
investing in the [REDACTED] are set forth in the section headed “Risk Factors” of this
document. You should read that section carefully before you decide to invest in the
[REDACTED].

OVERVIEW

We are a leading global intimate wear company that innovates, designs and manufactures
a wide range of intimate wear and functional sports products for leading global brands through
an innovative design manufacturer (“IDM”) business model. Our IDM business model has
spearheaded our rapid development into the world’s largest bra manufacturing company based
on production volume in 2014, according to the Frost & Sullivan Report. We offer a range of
intimate wear products, which include bras, sports bras, bra pads, panties and shape wear, and
functional sports products, which include sports shoes, functional seamless sportswear and
wearable related sports products.

Our Business Model

Unlike the traditional OEM or ODM business model, which only focuses on certain
stages of the production process, we are able to provide our customers with high value-added
and integrated IDM services ranging from product concept design, material and technological
development, specification design to production. By having an edge on developing and
integrating innovative technologies, equipment and materials across multiple industries, our
IDM business model constantly results in breakthroughs in product technology, structure and
functional design so as to provide innovative products that meet our customers’ needs and lead
the development of the industry. We believe that our IDM business model gives us a competitive
advantage at the front-end of the industry value chain which makes us a value-creator and
enables us to become a driving force for developing new products and break-through
technologies.



THIS DOCUMENT 1S IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

SUMMARY

The following chart illustrates our business model and the services we provide within the
industry value chain:
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Our IDM business model has brought us the following key competitive advantages with
respect to product functional and performance design, research and development:

. Cross-industry innovations: We strive to develop break-through products to lead
the industry. We are able to generate, grasp and realize ideas and develop
technologies across multiple industries and product lines. Our sports shoe
products are the best examples of our success in cross-industry and

2
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cross-product-line innovations. We believe our strong product design, research
and development capabilities are critical to successfully building and
maintaining our leading market position globally.

. Leading functional design capabilities: We focus on optimizing the functionality
of our products, and we efficiently commercialize new product functional and
performance designs. As a result, we believe that we have become an important
product development partner for our leading brand customers. As we focus on the
research and development of raw materials, functionality and comfortability, our
products can fulfill our customers’ high-quality and sophisticated requirements.

. Integration of up- and down-stream resources: In addition to working closely
with our customers on product development, we also integrate up- and
down-stream resources in the industry value chain and take part in core stages
related to research and development. We jointly develop new raw materials with
well-known suppliers in the intimate wear industry, including Inoac, Pacific
Textiles and Best Pacific while, at the same time, working together with other raw
material suppliers such as world-renowned chemical engineering companies
Henkel and Bluestar, to develop innovative functional materials and application
solutions. Some of these materials are exclusive for our use only.

Our Industry and Market Position

According to the Frost & Sullivan Report, from 2009 to 2014, in terms of production
volume, the global intimate wear manufacturing market grew from 13.2 billion units to 17.4
billion units, representing a CAGR of 5.7% during the period. The global intimate wear
manufacturing market, in terms of production volume, is expected to grow at a CAGR of 6.6%
over the next five years. According to the same report, the global production volume of bras
increased from approximately 3.6 billion units in 2009 to approximately 4.9 billion units in
2014, representing a CAGR of 6.4% from 2009 to 2014. The global production volume of bras
is expected to reach approximately 6.9 billion units, representing a CAGR of 7.1% from 2014 to
2019.

In 2014, we were the largest bra manufacturing company globally in terms of bra
production volume with a market share of approximately 1.0%, according to the Frost &
Sullivan Report.

Our Products

Our products can be divided into three categories: (1) bras and intimate wear (including
bras, sports bras, panties, shape wear and others); (2) bra pads and other molded products; and
(3) functional sports products (including sports shoes, functional seamless sportswear and
wearable related sports products). The following table sets forth a breakdown of our revenue by
product category, each expressed as an absolute amount and as a percentage of our total
revenue, for the periods indicated.

Fiscal 2013 Fiscal 2014 Fiscal 2015
HK$’000 (%) HK$’000 (%) HK$’000 (%)
Bras and intimate wear . . . . . 2,029,924 69.9 2,857,426 75.1 2,941,077 70.2
Bra pads and other molded
products . . ............ 833,530 28.7 796,694 21.0 774,793 18.5
Functional sports products . . 39,819 1.4 148,851 3.9 476,139 11.3
Total ................. 2,903,273 100.0 3,802,971 100.0 4,192,009 100.0
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Our Customers

We are an important product research and development partner and supplier for our
customers. The majority of our customers are internationally recognized intimate wear and
sporting goods brands that have a large consumer base. Our customers include:

. Intimate wear brands: Victoria’s Secret owned by LBrands; Bali and Maidenform
owned by Hanes Brands; and Calvin Klein and Warner’s owned by PVH.

. Sporting goods brands: VSX; adidas and Reebok owned by adidas Group; Under
Armour owned by Under Armour; and Champion owned by Hanes Brands.

VS X
| brands VICTORIA'S SECRET |||||||

HANES / cynm I, @howpio

PVH /ColvinKIein warners

adidas

GROUP

/3

Most of our major intimate wear brand customers have been associated with us for more
than ten years. We particularly benefit from our 15-year relationship with LBrands, the largest
retailer of lingerie in the U.S. Globally, we are one of LBrands’ largest suppliers of intimate
wear, and also closely partner with them from idea generation through product research and
development, to the final delivery of high-quality products.

A\ Reebok A

Our In-house Product Design, Research and Development Capability

As of the Latest Practicable Date, we had an in-house staff of approximately 900
employees in our product design, research and development department dedicated to product
development and technology advancement, and 79 sets of CNC milling machines, outpacing
most other bra manufacturers in the world. Many mainstream engineering skills or widely used
technologies in today’s intimate wear industry were originally developed or implemented by us.

Our Production and Supply Chain Management System

We have an integrated production control and supply chain management system through
which we closely monitor all key stages of our manufacturing processes. Our streamlined and
standardized production process utilizes automated technology to optimize production flow and
efficiency. As of the Latest Practicable Date, our Shenzhen facility had a total of 393 production

4
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lines and approximately 2,300 molding machines. In Fiscal 2015, we had an annual production
capacity of 58.7 million pieces of bras and intimate wear, 128.0 million pairs of bra pads and
other molded products and 3.7 million pieces of functional sports products. We plan to expand
our production capacity by constructing additional production facilities in multiple regions.

The following table sets forth certain information relating to our new facilities in Vietnam.

Production Facilities

Key Products

Planned Annual Capacity

Estimated Capital
Expenditures

Expected Timeline

Hai Phong, Vietnam Bras and intimate approximately HK$450 million 212 production lines
(First Vietnam wear 45,600,000 pieces expected to commence
facility). . . . . .. operation in the first

quarter of 2016.

Hai Phong, Vietnam Bra pads and approximately HK$400 million 24 production lines and
(Second Vietnam other molded 96,000,000 pairs approximately 2,000
facility). . . . . .. products molding machines

expected to commence
Functional sports approximately 3,600,000 operation in the third
products pieces quarter of 2016.

Hai Duong Province,  Sports shoes Under planning Under planning Expected to commence
Vietnam operation in 2017.
(Third Vietnam
facility). . . .. ..

Hai Phong, Vietnam Bras and intimate Under planning Under planning Expected to commence

(Fourth Vietnam
facility). . . .. ..

wear

operation in 2018.

Functional sports
products

In addition, in order to capture the attractive opportunities in the PRC market, we plan to
construct an additional facility in the Wujiang National Economic and Technological
Development Zone in Jiangsu Province, China. We entered into a memorandum of
understanding with the Management Commission of the Wujiang National Economic and
Technological Development Zone in August 2014 contemplating an acquisition of a parcel of
land with an aggregate site area of 377 mu for our use for a term of 50 years. The site area of the

parcel of land to be acquired will be subject to further negotiation and confirmation of both
parties.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths differentiate us from other industry
participants, have contributed to our success and will continue to enable us to increase our
market share and capture future growth opportunities:

. We are the largest bra manufacturing company globally and by leveraging our
innovation advantages, we have quickly grown into a trend-setting IDM company

. We possess pioneering innovation and research and development capabilities
which enable us to continuously introduce best-selling products

. Strategic cooperation with leading global brands and quality customers are
cornerstones of our success

. Our innovation and research and development capabilities enable us to
successfully expand our product lines into functional sports products
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. We have an efficient and timely production control and supply chain management
system
. We have an experienced, innovative and professional management team with an

entrepreneurial and research and development spirit and a proven track record

OUR BUSINESS STRATEGIES

Our goals are to continue to strengthen our position as a leading global intimate wear
IDM company and to become one of the leading players in the functional sports products
industry globally. We aim to achieve these goals through the following:

. Solidify and strengthen our core competitiveness of technology innovation
. Continue to expand our intimate wear businesses

. Further expand our product portfolio

. Further expand manufacturing capacities in multiple regions

SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as of March 31,
2013, 2014 and 2015 and for Fiscal 2013, 2014 and 2015, extracted from the Accountant’s
Report set out in Appendix I to this document. The following summary should be read in
conjunction with the consolidated financial information in Appendix I, including the
accompanying notes and the information set forth in “Financial Information” on pages
164-211.

Summary Consolidated Income Statements

The following table sets forth a summary of our summary consolidated income
statements for the periods indicated.

Fiscal 2013 Fiscal 2014 Fiscal 2015
HK$°000 HK$’000 HK$°000

Revenue ......... ... .. . . . ... .. 2,903,273 3,802,971 4,192,009
Costofsales ......... ... ... .. .. ... .. ..... (2,277,011) (3,012,621) (3,212,625)
Gross profit . ......... ... .. ... ... ..... 626,262 790,350 979,384
Otherincome . ..... .. ... ... 5,595 8,078 3,751
Other gains, net . ......................... 1,426 6,015 910
Distribution and selling expenses . ............ (74,422) (75,956) (79,337)
General and administrative expenses . .......... (279,201) (317,381) (311,195)
Research and development costs . ............. (96,382) (110,112) (125,792)
Gains/(losses) on derivative financial instruments . . 18,408 (49,516) 3,156
Finance costs,net . .. ...................... (48,861) (51,716) (50,696)
Profit before income tax ................... 152,825 199,762 420,181
Income tax expense . .............. ... (24,731) (32,851) (82,375)
Profit for theyear . ... .................... 128,094 166,911 337,806
Adjusted profit for the year'" . .. ... ... . ... .. 112,723 208,257 335,171

Note:

(1) Adjusted profit for the year refers to profit for the year without including gains/(losses) on derivative financial instruments
and related income tax impact, which is derived by deducting gains on derivative financial instruments from profit for the
year or adding losses on derivative financial instruments to profit for the year, as applicable, and excluding the related tax
impact. This non-GAAP financial data is a supplemental financial measure that is not required by, or presented in accordance

6
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with, HKFRSs and is therefore referred to as a “non-GAAP” financial measure. It is not a measurement of our financial
performance under HKFRSs and should not be considered as an alternative to profit from operations or any other
performance measures derived in accordance with HKFRSs or as an alternative to cash flows from operating activities or as

a measure of our liquidity.

Summary Consolidated Balance Sheets

The following table sets forth a summary of our consolidated balance sheets as of the
dates indicated.

As of March 31,

2013 2014 2015
HK$°000 HK$°000 HK$°000

Assets

Non-current assets . . ... ......uurnr.... 1,055,402 1,102,567 1,325,909
Current asSetS . .. .. 1,508,764 1,818,554 1,803,728
Total assets . ............................ 2,564,166 2,921,121 3,129,637
Total equity . ........................... 914,244 1,027,378 1,131,284
Liabilities

Non-current liabilities . ... ................. 333,677 367,867 559,441
Current liabilities . ... ......... . ... ...... 1,316,245 1,525,876 1,438,912
Total liabilities ... ....................... 1,649,922 1,893,743 1,998,353
Total equity and liabilities ................. 2,564,166 2,921,121 3,129,637
Net current assets . . ...................... 192,519 292,678 364,816
Total assets less current liabilities . . .. ... ... .. 1,247,921 1,395,245 1,690,725

Summary Consolidated Cash Flow Statements

The following table sets forth a summary of our consolidated cash flow statements for
the periods indicated.

Fiscal 2013 Fiscal 2014 Fiscal 2015
HK$’000 HK$°000 HK$°000
Net cash generated from operating activities . . . . 186,234 348,021 663,735
Net cash used in investing activities .......... (307,944) (275,313) (584,942)
Net cash generated from/(used in) financing
activities ... ... ... .. 201,188 518 (40,915)
Net increase in cash and cash equivalents . ... 79,478 73,226 37,878
Cash and cash equivalents at beginning
oftheyear . ...... ... .. .. ... .. .. .. ... 63,230 142,767 217,696
Currency translation differences .. ........... 59 1,703 (845)
Cash and cash equivalents at end of the year . . 142,767 217,696 254,729



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

SUMMARY

KEY FINANCIAL RATIOS

The following table sets forth key financial ratios as of the dates or for the periods
indicated. For further details of our key financial ratios, see “Financial Information — Major
Financial Ratios”.

As of As of As of
March 31,/ March 31,/ March 31,/
Financial Ratios Formulae Fiscal 2013 Fiscal 2014 Fiscal 2015
Profitability ratios:
1. Growth
a. Revenue growth ... ....... - 31.0% 10.2%
b. Net profit growth . . . . ... ... - 30.3% 102.4%
2. Profit margins
a. Gross margin . . .......... a. Gross profit/Revenue x 100.0% 21.6% 20.8% 23.4%
b. Net profit margin . . . .. ..... b. Profit for the year/ 4.4% 4.4% 8.1%
Revenue x 100.0%
Liquidity ratios:
I. Liquidity ratios . . .. .........
a. Current ratio .. .......... a. Current assets/Current liabilities 1.1 1.2 1.3
b. Quick ratio . ............ b. (Current assets — Inventories)/ 0.7 0.8 0.9
Current liabilities
2. Turnover ratios
a. Inventory turnover days . . . . .. a. Average inventories/ 82 67 64
Cost of sales x 365 days
b. Receivables turnover days b. Average trade receivables/ 30 36 39
(average collection period) . . Revenue x 365 days
c. Payables turnover days c. Average trade payables/ 42 35 38
(average payment period) . . . Cost of sales x 365 days

OUR SHAREHOLDING STRUCTURE

Immediately upon completion of the Capitalization Issue and the [REDACTED], Mr.
Hung will directly and indirectly, through Regent Marvel, own in total [REDACTED]% of the
issued share capital of our Company, not taking into account Shares that may be issued pursuant
to the exercise of the Over-allotment Option and any Shares which may be issued upon the
exercise of the options which may be granted under the Share Option Scheme. Accordingly, Mr.
Hung and Regent Marvel will continue to be our Controlling Shareholders.

RECENT DEVELOPMENT

Based on our unaudited financial information for the month ended April 30, 2015 as
extracted by us from the unaudited consolidated interim financial statements of the Group for
the month ended April 30, 2015, we recorded total revenue of HK$402.9 million.

NO MATERIAL ADVERSE CHANGE

After due and careful consideration, our Directors confirm that there had not been any
material adverse change in our financial, operational or trading position since March 31, 2015
and up to the date of this document.

LISTING EXPENSES

During the Track Record Period, we incurred listing expenses of approximately
HK$[REDACTED], of which HK$[REDACTED], HK$[REDACTED] and HK$[REDACTED]
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was recognized as general and administrative expenses in our consolidated income statements
for Fiscal 2013, 2014 and 2015, respectively, and HK$[REDACTED] was capitalized as
deferred expenses in our consolidated balance sheet as of March 31, 2015 to be recognized as a
deduction in equity. We expect to incur additional listing expenses (excluding underwriting
commission) of approximately HK$[REDACTED], of which HK$[REDACTED] is expected
to be recognized as general and administrative expenses in Fiscal 2016 and HK$[REDACTED]
is expected to be recognized as a deduction in equity directly. Our Directors do not expect such
expenses to have a material and adverse impact on our financial results in Fiscal 2016.

[REDACTED] STATISTICS

[REDACTED] size: Initially [REDACTED]% of the enlarged issued share capital of
our Company

[REDACTED] structure: Initially [REDACTED]% for the [REDACTED] (subject to
adjustment) and [REDACTED]% for the [REDACTED] (subject
to adjustment and the Over-allotment Option)

Over-allotment Option: Up to [REDACTED]% of the number of [REDACTED] initially
available under the [REDACTED]

[REDACTED] per Share: HKS$[REDACTED] to HK$[REDACTED] per [REDACTED]

Based on an Based on an
[REDACTED] of [REDACTED] of
HK$[REDACTED] per HK$[REDACTED] per
[REDACTED] [REDACTED]
Our Company’s capitalization upon completion
of the [REDACTED]V® .. ... ... ........ HK$[REDACTED] HK$[REDACTED]
Unaudited pro forma adjusted net tangible asset per
Share™® .. ... ... HKS$[REDACTED] HK$[REDACTED]
Notes:

(1)  All statistics in the table are based on the assumption that the Over-allotment Option is not exercised and without taking into
gc%ount any Shares which may be issued upon the exercise of the options which may be granted under the Share Option

cheme.

(2)  The calculation of market capitalization is based on [REDACTED] Shares expected to be issued immediately upon
completion of the Capitalization Issue and [REDACTED] and assuming that [REDACTED] Shares are issued and
outstanding immediately upon completion of the Capitalization Issue and [REDACTED].

(3)  The unaudited pro forma adjusted net tangible asset value per Share is calculated after making the adjustments referred to in
Appendix II “Unaudited Pro Forma Financial Information” in this document and on the basis of [REDACTED] Shares are
issued and outstanding immediately upon completion of the Capitalization Issue and [REDACTED].

FUTURE PLANS AND USE OF PROCEEDS

We estimate the net proceeds of the [REDACTED] which we will receive, assuming an
[REDACTED] of HK$[REDACTED] per [REDACTED] (being the mid-point of the
[REDACTED] range stated in this document), will be approximately HK$[REDACTED], after
deduction of underwriting fees and commissions and other estimated expenses in connection
with the [REDACTED] assuming the Over-allotment Option is not exercised. We intend to use
the net proceeds of the [REDACTED] for the following purposes:

1. approximately [REDACTED]%, representing approximately HK$[REDACTED],
will be used to increase our production capacity, including constructing
additional production facilities and purchasing additional machineries, and
enhancing our research and development capabilities;

2. approximately [REDACTED]%, representing approximately HK$ [REDACTED],
will be used to repay part of our borrowings; and

3. approximately [REDACTED]%, representing approximately HK$[REDACTED],
will be used as our working capital and general corporate purposes.

The above allocation of the proceeds will be adjusted on a pro rata basis in the event that
the [REDACTED] is fixed at a higher or lower level compared to the midpoint of the estimated
[REDACTED] range.

For further information relating to our future plan and the use of proceeds from the
[REDACTED], see “Future Plans and Use of Proceeds”.
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SUMMARY

DIVIDEND POLICY

We may distribute dividends by way of cash or by other means that we consider
appropriate. A decision to declare and pay any dividends would require the approval of the
Board and will be at their discretion. In addition, any final dividend for a financial year will be
subject to Shareholders’ approval. The Board will review the dividend policy from time to time
in light of the following factors in determining whether dividends are to be declared and paid:
our results of operations;
our cash flows;
our financial condition;
contractual restrictions;
our Shareholders’ interests;
our general business conditions and strategies;
our capital requirements;
the payment by our subsidiaries of cash dividends to us; and
other factors the Board may deem relevant.

We are a holding company incorporated in the Cayman Islands. Our ability to pay
dividends depends on the payment of dividends to us by our subsidiaries including our
subsidiaries in China. In particular, each of our PRC subsidiaries may pay dividends only out of
its accumulated distributable profits, if any, determined in accordance with its articles of
association, and the accounting standards and regulations in China. Moreover, pursuant to
relevant PRC laws and regulations applicable to our subsidiaries in the PRC, each of our PRC
subsidiaries is required to set aside a certain amount of its accumulated after tax profits each
year, if any, to fund statutory reserves. These reserves may not be distributed as cash dividends.
Furthermore, if we or any of our subsidiaries incur debt on our or its own behalf in the future,
the instruments governing the debt may restrict our or their ability to pay dividends or make
other payments to our Shareholders or to us.

We declared dividends of HK$54.0 million, HK$63.0 million and HK$230.0 million,
respectively, in Fiscal 2013, 2014 and 2015. We currently intend to adopt, after our Listing, a
general annual dividend policy of declaring and paying dividends on an annual basis of no less
than [REDACTED]% of our distributable net profit attributable to the Group for any particular
financial year.

RISK FACTORS

There are certain risks involved in our operations and in connection with the
[REDACTED], many of which are beyond our control. These risks can be categorized into (i)
risks relating to our industry and business, (ii) risks relating to doing business in the PRC, and
(iii) risks relating to the [REDACTED]. For example, our top five customers accounted for
68.6% of our total revenue in Fiscal 2015 and decreases in our sales to any of them would
materially and adversely affect our operations and financial results. In addition, we do not have
long-term purchase commitments from our customers, which may subject us to uncertainty and
revenue volatility from period to period. A detailed discussion of all the risk factors involved
are set forth in “Risk Factors” on pages 25-48 and you should read the whole section carefully
before you decide to invest in the [REDACTED].

NON-COMPLIANCE

As of the Latest Practicable Date, we leased and constructed several properties in
Shenzhen, Guangdong Province, the PRC to operate as production plants, warehouses, offices,
research and development center and other auxiliary facilities. We and relevant lessors do not
possess the required ownership related certificates and/or permits for the Shenzhen Guangming
Properties with a total GFA of 399,518.42 sq.m., of which a total GFA of 285,604.73 sq.m. is
production related. Based on interviews with relevant government authorities and relevant
remedial measures taken by us, our PRC legal advisors are of the opinion that the risk of
Shenzhen Guangming Properties being demolished or expropriated is remote and we can
continue to use the Shenzhen Guangming Properties. See “Business — Properties” for details.
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DEFINITIONS

In this document, unless the context otherwise requires, the following terms shall
have the meanings set out below.

“adidas Group”

“Articles” or “Articles of
Association”

“Best Pacific”

“Bluestar”

>

“Board” or “Board of Directors’

“business day”

“B VI”
“CAGR”

“Capitalization Issue”

“Cayman Companies Law” or
“Companies Law”

adidas AG, a company incorporated in Germany, and
its subsidiaries being one of our customers and an
independent third party

[REDACTED]

the articles of association of our Company adopted on
(@], 2015 which will become effective upon the
Listing Date, as amended from time to time, a
summary of which is set out in Appendix III to this
document

Best Pacific Textile (Hong Kong) Ltd, a company
incorporated in Hong Kong, and its affiliates, and is
one of our suppliers and an independent third party

Bluestar Silicones Shanghai Co., Ltd., a company
incorporated in the PRC, and its affiliates and is one
of our suppliers and an independent third party

the board of directors of our Company

any day (other than a Saturday, Sunday or public
holiday) on which banks in Hong Kong are generally
open for business

the British Virgin Islands
compound annual growth rate

the issue of 884,990,000 Shares to be made upon
capitalization of certain sums standing to the credit of
the share premium account of our Company as referred
to in the paragraph headed “A. Further Information
About Our Group — Resolutions in writing of our
Shareholders passed on [@]” in Appendix IV to this
document

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

11
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“CCASS” the Central Clearing and Settlement System
established and operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a direct
participant or a general clearing participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a
custodian participant

“CCASS Investor Participant” a person admitted to participate in CCASS as an
investor participant who may be an individual or joint
individuals or a corporation

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

“China” or “the PRC” the People’s Republic of China excluding, for the
purpose of this document, Hong Kong, Macau and
Taiwan

“CNAS” China National Accreditation Service for Conformity

Assessment (W B 54 5 B K 0] 2 B )

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

“Companies (Winding Up and the Companies (Winding Up and Miscellaneous
Miscellaneous Provisions) Provisions) Ordinance (Chapter 32 of the Laws of
Ordinance” Hong Kong), as amended or supplemented or

otherwise modified from time to time

“Company” or “our Company” Regina Miracle International (Holdings) Limited, a
company incorporated in the Cayman Islands with
limited liability on September 21, 2010, and, except
where the context otherwise requires, all of its
subsidiaries, or where the context refers to the time
before it became the holding company of its present
subsidiaries, its present subsidiaries

“Controlling Shareholders” has the meaning ascribed thereto in the Listing Rules
and, unless the context otherwise requires, refers to
Mr. Hung and Regent Marvel

“CSRC” China Securities Regulatory Commission ( {2 72
EEBEHEZEY)

12
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DEFINITIONS

“Director(s)”
6‘EIT”
“EIT Law”

“EIT Rules”

“gU”
“Fiscal 2013~
“Fiscal 2014”
“Fiscal 2015~

“former Companies Ordinance”

“Frost & Sullivan Report”
4‘GDP’7

“GFA”

% LIS E3]

“Group”, “our Group”, “we”,
“Our” Or “us’9

“Hanes Brands”

“Henkel”

the director(s) of our Company
enterprise income tax
the PRC Enterprise Income Tax Law

the Regulation on the Implementation of the PRC
Enterprise Income Tax Law

the European Union

the fiscal year of our Company ended March 31, 2013
the fiscal year of our Company ended March 31, 2014
the fiscal year of our Company ended March 31, 2015
the Companies Ordinance (Chapter 32 of the Laws of
Hong Kong), as in force from time to time before the
commencement date of the Companies Ordinance

an industry report prepared by Frost & Sullivan

gross domestic product

gross floor area

[REDACTED]

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 (or before such associated companies of
our Company), the business operated by such
subsidiaries or their predecessors (as the case may be)

Hanesbrands Inc., a company incorporated in
Maryland, the United States, and its affiliates, and is
one of our customers and an independent third party

Henkel (China) Investment Co., Ltd., a company

incorporated in the PRC, and its affiliates, and is one
of our suppliers and an independent third party
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DEFINITIONS

“HK$” Hong Kong dollars, the lawful currency of Hong
Kong

“HKFRS” Hong Kong Financial Reporting Standards issued by
the Hong Kong Institute of Certified Public
Accountants

“HKSCC” Hong Kong Securities Clearing Company Limited

“HKSCC Nominees” HKSCC Nominees Limited, a wholly-owned

subsidiary of HKSCC

“Hong Kong” the Hong Kong Special Administrative Region of the
PRC
[REDACTED]
“Hong Kong Share Registrar” [REDACTED]
“Hong Kong Underwriter” the underwriter of the [REDACTED] listed in the
section headed “Underwriting — Hong Kong

Underwriter” in this document

“Hong Kong Underwriting the underwriting agreement dated [REDACTED],
Agreement” relating to the [REDACTED] and entered into by,
among others, the Sole Global Coordinator, the Hong

Kong Underwriter and our Company

“Honour First HK” Honour First (Hong Kong) Limited ({515 (& #5) A R
/vy (formerly known as Honour First (Hong Kong)
Limited (—P& (F#) AMRAA)), a company
incorporated in Hong Kong with limited liability on
July 5, 2005 and an indirectly wholly owned
subsidiary of our Company

14



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

“independent third party(ies)”

“Inoac”

“International Underwriters”

“International Underwriting
Agreement”

“Latest Practicable Date”

person(s) or company(ies) and their respective
ultimate beneficial owner(s), who/which, to the best
of our Directors’ knowledge, information and belief,
having made all reasonable enquiries, is/are not
connected with our Company or our connected
persons as defined under the Listing Rules

Inoac Corporation, a company incorporated in Japan,
and its affiliates, and is one of our suppliers and an
independent third party

[REDACTED]

the group of international underwriters that is
expected to enter into the International Underwriting
Agreement to underwrite the [REDACTED]

the international underwriting agreement relating to
the [REDACTED], which is expected to be entered
into by, among others, the Sole Global Coordinator,
the International Underwriters and our Company on
or about [REDACTED]

[June 15,] 2015, being the latest practicable date prior
to the printing of this document for the purpose of
ascertaining certain information contained in this
document
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“LBrands” L Brands, Inc., a company incorporated in Ohio, the
United States, and its affiliates, and is one of our
customers and an independent third party

“Listing” the listing of the Shares on the Main Board of the
Stock Exchange

“Listing Committee” the listing committee of the Stock Exchange

“Listing Date” the date, expected to be on or about [REDACTED],
on which the Shares are listed on the Stock Exchange
and from which dealings in the Shares are permitted
to commence on the Stock Exchange

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

“Memorandum of Association” or the memorandum of association of our Company
“Memorandum” adopted on [@], 2015
“MOFCOM” Ministry of Commerce of the PRC (H % A [ H: 1 [

FAHSER) or its predecessor, the Ministry of Foreign
Trade and Economic Cooperation of the PRC (H1 3 A
B SL AN B B KE T 5 )

“Mr. Hung” Mr. Hung Yau Lit (#:{#/f8), also known as Mr. YY
Hung (#tJ#25), Chairman of the Board, chief

executive officer, an executive Director and our
Controlling Shareholder

[REDACTED]
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DEFINITIONS

“Over-allotment Option”

“Pacific Textiles”

“PBOC”

“PRC Government” or “State”

“Price Determination Agreement”

“Price Determination Date”

“PVH”

“QIB”

“REACH”

“Regent Marvel”

the option expected to be granted by our Company to
the International Underwriters, exercisable by the
Sole Global Coordinator (on behalf of the
International Underwriters), pursuant to which our
Company may be required to allot and issue up to an
aggregate of [REDACTED] Shares at the
[REDACTED] to, among other things, cover
over-allocations in the [REDACTED], if any

Pacific Textiles Limited, a subsidiary of Pacific
Textiles Holdings Limited, a company incorporated
in Hong Kong, and is one of our suppliers and an
independent third party

People’s Bank of China (H1 [ A R 4R1T)

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

the agreement to be entered into by the Sole Global
Coordinator (on behalf of the Hong Kong
Underwriter) and our Company on the Price
Determination Date to record and fix the
[REDACTED]

the date, expected to be on or about [REDACTED],
on which the [REDACTED] will be determined and,
in any event, not later than [REDACTED]

PVH Corp., a company incorporated in Delaware, the
United States, and its affiliates, and is one of our
customers and an independent third party

a qualified institutional buyer as defined in Rule
144A

the European Union Registration, Evaluation,
Authorization and Restriction of Chemicals

Regent Marvel Investment Holdings Limited, a
company incorporated in the British Virgin Island
with limited liability on June 2, 2015 and a
substantial shareholder of our Company
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DEFINITIONS
“Regulation S” Regulation S under the U.S. Securities Act
“RM Management” Regina Miracle Management Limited, a company

incorporated in Hong Kong with limited liability on
April 14, 2015 and an indirectly wholly owned
subsidiary of our Company

“RM Shenzhen” Regina Miracle (Shenzhen) Co., Ltd. (HEE PR IN K
(TR A FRZS 7)), a company incorporated under the
laws of the PRC on April 17, 2014 and an indirectly
wholly owned subsidiary of our Company

“RMB” Renminbi, the lawful currency of the PRC

“RMI HK” Regina Miracle International Limited (4E¥ e [ FE A
FRZ> ), a company incorporated in Hong Kong with
limited liability on May 20, 1998 and an indirectly
wholly owned subsidiary of our Company

“RMI Suzhou” Regina Miracle International (Suzhou) Co., Ltd. (4
2B B (85 0) AR F]), a company incorporated
under the laws of the PRC on January 26, 2015 and an
indirectly wholly owned subsidiary of our Company

“RMI Vietnam” Regina Miracle International (Vietnam) Co., Ltd., a
company incorporated under the laws of Vietnam on
March 20, 2014 and an indirectly wholly owned
subsidiary of our Company

“RMI Vietnam BVI” Regina Miracle International (Vietnam) Limited (4
2O (R ) A RA R (formerly known as
Regina Miracle International (Group) Limited (42
We s % (£E 18]) A FR /A F])), a company incorporated in
the British Virgin Island with limited liability on July
12, 2007 and an indirectly wholly owned subsidiary
of our Company

“RMI Vietnam HK” Regina Miracle International (Vietnam) Limited (4
U B (B ) AR A]) (formerly known as
Regina Miracle International (Holdings) Limited (4
2B FE (#21) A PR 7)), a company incorporated
in Hong Kong with limited liability on March 28,
2006 and an indirectly wholly owned subsidiary of
our Company
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DEFINITIONS

“RMIA Shenzhen” Regina Miracle Intimate Apparel (Shenzhen) Co.,
Ltd. (EAAMEZ RN (BRI ARRAF]), a company
incorporated under the laws of the PRC on February
6, 2006 and an indirectly wholly owned subsidiary of
our Company

“RMIG HK” Regina Miracle International (Group) Limited (2
e B P (52 ) A BRA A]) (formerly known as Regina
Miracle International Enterprises Limited (42 1ig
P4 254 FR/AF])), a company incorporated in Hong
Kong with limited liability on November 14, 2005
and an indirectly wholly owned subsidiary of our
Company

“RMIG Suzhou BVI” Regina Miracle International Group (Suzhou) Limited
(HERZ e R AE ) (BRN) A BR/A F]) (formerly known
as Regina Miracle Investment Holdings Limited) , a
company incorporated in the British Virgin Island
with limited liability on August 7, 2014 and an
indirectly wholly owned subsidiary of our Company

“RMIG Suzhou HK” Regina Miracle International Group (Suzhou) Limited
(HEZ e B BE AR 1 (R JN) ABRAR]), a company
incorporated in Hong Kong with limited liability on
October 6, 2014 and an indirectly wholly owned
subsidiary of our Company

“RMIH BVI” Regina Miracle International (Holdings) Limited (#
2B B ($#211) AR/ 7)), a company incorporated
in the British Virgin Island with limited liability on
March 30, 2007 and a directly wholly owned
subsidiary of our Company

“RoHS” the European Union Restriction of Hazardous
Substances Directive

“Rule 144A” Rule 144 A under the U.S. Securities Act

“SAFE” State Administration of Foreign Exchange of the PRC
EEINE T T ETY 00

“SAT” State Administration of Taxation of the PRC (FF#E A
B G A B [ A BT )

“SFC” the Securities and Futures Commission of Hong Kong
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“SFO”

“Shareholder(s)”

“Share Option Scheme”

“Shares”

“Sole Sponsor”

“Sole Global Coordinator”,

“Sole Bookrunner” or
“Sole Lead Manager”

“Stabilizing Manager”
“State Council”

“Stock Exchange”

“SVHC”

“Track Record Period”

“Under Armour”

“Underwriters”

“Underwriting Agreements”

“United Kingdom” or “U.K.”

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

holder(s) of Shares

the share option scheme we conditionally adopted
pursuant to a resolution passed by our Shareholders
on [@], 2015, the principal terms of which are set out
in the section “Statutory and General Information —
D. Other Information — 1. Share Option Scheme” in
Appendix IV

ordinary shares in the capital of our Company with
nominal value of US$0.01 each

Morgan Stanley Asia Limited (EEAR 1 FFF] 55 A R
2]

[REDACTED]

square meter

[REDACTED]

the PRC State Council (H7#E A & 3 A1 B B 75 Bt )
The Stock Exchange of Hong Kong Limited

the Regulations Standards with respect to Substances
of Very High Concern

the Fiscal 2013, 2014 and 2015

Under Armour, Inc., a company incorporated in
Maryland, the United States, and is one of our
customers and an independent third party

the Hong Kong Underwriter and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

the United Kingdom of Great Britain and Northern
Ireland
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DEFINITIONS
“U.S.” or “United States” the United States of America
“US$”, “USD” or “U.S. dollars” United States dollars, the lawful currency of the

United States

“U.S. Securities Act” the United States Securities Act of 1933, as amended,
and the rules and regulations promulgated thereunder

“VSIpP” the Vietnam Singapore Industrial Park
[REDACTED]
In this document, the terms “associate”, “close associate”, “connected person”,

“connected transaction”, “core connected person”, “controlling shareholder”, “subsidiary”
and “substantial shareholder” shall have the meanings given to such terms in the Listing Rules,
unless the context otherwise requires.

If there is any inconsistency between the Chinese names of the entities or enterprises
established in the PRC mentioned in this document and their English translations, the Chinese
names shall prevail. The English translations of the Chinese names of such PRC entities are
provided for identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

meanings or usages of these terms.

This glossary of technical terms contains terms used in this document in connection
with us. As such, these terms and their meanings may not correspond to standard industry

“3D7’

“AIR foam”

“assembly line balancing process”

“CAD/CAM”

“CNC milling machine”

“FOB EX]

“GPS 2
“GSD system”
G‘IDM9’

“ODM”

“OEM”

“PLM system”

“QI system”

3 dimensions

a foam material used for bra and bra pad production,
jointly developed by us and Inoac

the process of optimizing an assembly line with
regard to certain given factors, such as cycle time and
number of work stations

computer-aided design and computer-aided
manufacturing technology

computer numerical control milling machine

free on board, which means that the seller pays for
transportation of the goods to the port of shipment as
well as loading costs; the buyer pays cost of marine
freight transport, insurance, unloading and
transportation from the arrival port to the final
destination; and the passing of risks occurs when the
goods are loaded on board at the port of shipment

global positioning system

garment sewing data system

an innovative design manufacturer

an original design manufacturer, which refers to a
company that designs in-house and manufactures a
product which ultimately will be branded by its
customer for sale

an original equipment manufacturer, which refers to a
company that manufactures a product in accordance
with its customer’s designs which ultimately will be
branded by its customer for sale

product lifecycle management system

raw material quality joint inspection system
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“RFID system” radio-frequency identification technology system
“RFT system” Right-First-Time system, a quality management
system through which we conduct quality checks

during the production process

“SAP system” the SAP ERP system, an enterprise resource planning
software developed by the German company SAP SE

“standard minute value” the time required for a qualified worker working at
standard performance to perform a given task

“WIP” work-in-progress
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FORWARD-LOOKING STATEMENTS

This document contains certain forward-looking statements and information relating to
the Company and our subsidiaries that are based on the beliefs of our management as well as
assumptions made by and information currently available to our management. When used in this
document, the words “aim”, “anticipate”, “believe”, “could”, “expect”, “going forward”,
“intend”, “may”, “ought to”, “plan”, “project”, “seek”, “should”, “will”, “would” and the
negative of these words and other similar expressions, as they relate to the Group or our
management, are intended to identify forward-looking statements. Such statements reflect the
current views of our management with respect to future events, operations, liquidity and capital
resources, some of which may not materialize or may change. These statements are subject to
certain risks, uncertainties and assumptions, including the other risk factors as described in this
document. You are strongly cautioned that reliance on any forward-looking statements involves
known and unknown risks and uncertainties. The risks and uncertainties facing the Company
which could affect the accuracy of forward-looking statements include, but are not limited to,
the following:

. our business prospects;

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

. our business strategies and plans to achieve these strategies;

. general economic, political and business conditions in the markets in which we
operate;

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

markets in which we operate;

. the effects of the global financial markets and economic crisis;

. our ability to reduce costs;

. our dividend policy;

J the amount and nature of, and potential for, future development of our business;
. capital market developments;

. the actions and developments of our competitors; and

. change or volatility in interest rates, foreign exchange rates, equity prices,

volumes, operations, margins, risk management and overall market trends.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
and undertake no obligation to update or otherwise revise the forward-looking statements in this
document, 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 document 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 in this document are qualified by reference to the cautionary
statements in this section.

In this document, statements of or references to our intentions or those of the Directors

are made as of the date of this document. Any such information may change in light of future
developments.
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In addition to other information in this document, you should carefully consider the
following risk factors before making any investment decision in relation to the
[REDACTED]. Any of the following risks may materially and adversely affect our
business, financial condition or results of operations, or otherwise cause a decrease in the
trading price of the [REDACTED] and cause you to lose part or all of the value of your
investment in the [ REDACTED].

RISKS RELATING TO OUR INDUSTRY AND BUSINESS

Our top five customers accounted for 68.6% of our total revenue in Fiscal 2015 and any
decrease in our sales to any of them would materially and adversely affect our operations
and financial results.

A majority of our revenue is derived from a limited number of customers. In Fiscal 2013,
2014 and 2015, sales to our largest customer accounted for 32.2%, 35.0% and 30.0% of our total
revenue, respectively, while sales to our five largest customers accounted for 68.4%, 71.3% and
68.6% of our total revenue, respectively.

Our current concentration on a few significant customers exposes us to the risks of
substantial losses if a single, dominant customer stops engaging in businesses with us or
significantly reduces orders to us. Specifically, any of the following events, among others, may
cause material fluctuations or declines in our revenue and have a material and adverse effect on
our business, financial condition and results of operations:

. the reduction, delay or cancelation of purchase orders from one or more of our
significant customers;

. the reduction in the purchase price of our products;

. the rejection of products manufactured by us for one or more of our significant
customers due to manufacturing defects or other reasons;

. the decision by one or more of our significant customers to select one or more of
our competitors to supply products;

. the loss of one or more of our significant customers and our failure to identify and
obtain additional or replacement customers that can replace the lost sales volume
at satisfactory pricing or other terms; or

. the failure or inability of any of our significant customers to make timely
payment for our products.

We anticipate that our dependence on a limited number of high-quality customers will
continue for the foreseeable future. We cannot assure you that our customer relationships will
continue to develop or if these customers will continue to generate significant revenue for us in
the future. Any failure to maintain our existing customer relationships or to expand our
customer base will materially and adversely affect our results of operations and financial
condition.
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We do not have long-term purchase commitments from our customers, which may subject
us to uncertainty and revenue volatility from period to period.

We do not have long-term purchase commitments from our customers. Our customers’
purchases are made on a purchase order basis, and it is difficult to forecast quantities of future
purchase orders. Although our customers typically place order forecast six to 12 months in
advance, these order forecasts are non-binding and we are subject to reduced lead-times in
customer orders as customers may cancel or defer their orders or change the size or timing of
their orders on short notice. We cannot assure you that the production volume or our customers’
purchase orders will be consistent with our expectation when we plan for our expenditures.
Cancelations, reductions or postponements of purchase orders by a major customer or by a
group of customers could adversely affect business, financial condition and our results of
operations.

In addition, we make significant decisions, including determining the levels of business
that we will seek and accept, production schedules, raw material procurement commitments,
personnel needs and other resource requirements, based on our estimates of customer
requirements. The short-term nature of our customers’ commitments and the possibility of rapid
changes in demand for their products reduce our ability to estimate accurately future customer
requirements. On occasion, customers may require rapid increases in production, which can
strain our resources. Although we have increased our manufacturing capacity and have planned
further expansion, we may not have sufficient capacity at any given time to meet our customers’
demands. Although many of our costs and operating expenses are relatively flexible, a reduction
in customer demand could still negatively impact our gross margin and results of operations.

Our success as a leading intimate wear IDM company depends to a great extent on our
research and development capabilities and failure to derive the desired benefits from our
product research and development efforts may hurt our competitiveness and profitability.

Our success as a leading intimate wear IDM company is dependent on our ability to
develop new products and more efficient production capabilities. We make significant
investments in product research and development, in particular, to improve the quality of our
products and expand our new product offerings, which we believe are factors crucial for our
future growth and prospects. In Fiscal 2013, 2014 and 2015, we incurred research and
development costs of HK$96.4 million, HK$110.1 million and HK$125.8 million, respectively.
We cannot assure you that our future product research and development projects will be
successful or be completed within the anticipated time frame or budget, or that our newly
developed products will achieve wide market acceptance. Even if such products can be
successfully commercialized, there is no guarantee that they will be accepted by our customers
and achieve anticipated sales target or in a profitable manner.

In addition, we cannot assure you that our existing or potential competitors will not
develop products which are similar or superior to our products. It is often difficult to project the
time frame for developing new products and the duration of market window for these products,
there is a substantial risk that we may have to abandon a potential product that is no longer
commercially viable, even after we have invested significant resources in the development of
such product. If we continue to fail in our product launching efforts, our business, prospects,
financial condition and results of operations may be materially and adversely affected.
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Our results of operations could be adversely affected if we fail to keep pace with customer
demands and preferences for product design, research and development and
manufacturing of our products.

We design, develop and manufacture intimate wear (including bras, sports bras, panties,
shape wear and others), bra pads and other molded products, and functional sports products
(including sports shoes, functional seamless sportswear and wearable related sports products)
for world leading intimate wear and sporting goods companies. The intimate wear and sporting
goods markets are affected by rapid changing fashion trends and consumer preferences as well
as changes in consumers’ spending patterns, which are often difficult to predict. Consequently,
our success depends on our ability to accurately identify these factors and take them into
account during our product planning and manufacturing process. This requires a combination of
various elements, including, without limitation, accurate analysis and prediction of market
trends, timely collection of consumer feedback, strong research and development capability and
flexible and cost-effective product production. If we are unable to successfully anticipate,
identify or timely react to changing consumer preferences or market trends or if we misjudge
the market for our products, the growth and success of our business could be materially and
adversely affected, potentially resulting in significant decreases in sales. Specifically, any of
the following events, among others, may have a material and adverse effect on our business,
financial condition and results of operations:

. failure to remain competitive in our product design, research and development
capabilities;
. failure to maintain short cycles for product design, research and development

while meeting evolving industry production standards;

. inability to maintain the high-quality of our manufacturing;
. failure to maintain our efficient and cost-effective production operation; or
. inability to distribute our products in a timely and efficient manner in response to

customer demand; or

. failure to recruit or train sufficient research and development employees.

Our success depends on our customers’ ability to successfully market and sell their
products developed and manufactured by us.

The majority of our customers are brand-name intimate wear and sporting goods
companies, and the majority of our revenue is derived from sales to these customers.
Consequently, our business and results of operations are directly affected by the demands for
our customers’ products. If the sales of our major customers’ products developed and
manufactured by us decrease or do not grow as we expect, our customers may decrease the
quantity or purchase price of their purchase orders, which could materially and adversely affect
our business, financial condition and results of operations.
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We depend on a stable and adequate supply of quality raw materials which are subject to
price volatility and other risks.

In Fiscal 2013, 2014 and 2015, our costs of raw materials accounted for 42.0%, 42.5%
and 40.3%, respectively, of our total revenue over the same periods. As a result, our production
volume and production costs depend on our ability to source quality key raw materials, such as
fabric, foam, glue and accessories at competitive prices. We procure our raw materials mainly
from the reputable and large suppliers, and generally do not enter into long-term supply
agreements.

If we are unable to obtain raw materials in the quantities, of a quality or at a price that we
require, our production volume, quality of products and profit margins may be adversely
affected. Raw materials used in our production are subject to price volatility caused by external
conditions, such as market supply and demand, commodity price fluctuations, currency
fluctuations, fluctuations in transportation costs, changes in governmental policies and natural
disasters. There was no significant fluctuation on the prices of our key raw materials during the
Track Record Period. However, historically our key raw materials experienced fluctuations.
Therefore, there is no assurance that our raw material cost will not increase significantly in the
future. Our ability to pass increased raw material costs along to our customers may be limited
by competitive pressure. We cannot assure you that we will be able to raise the prices of our
products sufficiently to cover increased costs resulting from increases in the cost of our raw
materials or overcome the interruption of sufficient supply of qualified raw materials for our
products. As a result, any significant price increase of our raw materials may have an adverse
effect on our profitability and results of operations.

Furthermore, we depend on a limited number of key suppliers. During the Track Record
Period, we jointly developed new raw materials with well-known suppliers in the intimate wear
industry, such as the foam supplier Inoac and fabric suppliers Pacific Textile and Best Pacific,
while, at the same time, working with other raw material suppliers such as world-renowned
chemical engineering companies Henkel and Bluestar, to develop innovative functional
materials and application solutions. Some of these raw materials are provided to us exclusively.
Such collaborations differentiate our products from those of our competitors. In Fiscal 2013,
2014 and 2015, purchases from our five largest suppliers accounted for 45.4%, 46.9% and
46.4% of our total purchases, respectively, while our largest supplier for the same periods
accounted for 15.7%, 15.4% and 15.0% of our total purchases, respectively. Although we
believe that we have a good working relationship with our key suppliers, if our current key
suppliers decide to terminate business relationships with us or if the raw materials supplied by
our current suppliers fail to meet our standard, or if our current supplies of raw materials are
interrupted for any reason, qualified suppliers may not be readily available and we may not be
able to easily switch to other suppliers in a timely fashion, which may materially and adversely
affect our business and financial results.

We may face labor shortages, increases in labor costs and labor disputes which could
adversely affect our growth and results of operations.

Our production activities are labor intensive and dependent on the availability of a large
number of skilled and unskilled labor. In Fiscal 2013, 2014 and 2015, our employee benefit
expenses included in cost of sales amounted to HK$762.5 million, HK$1,058.4 million and
HK$1,156.0 million, respectively, representing 26.3%, 27.8% and 27.6% of our total revenue,
respectively. Shortage of labor, inefficient labor management or any labor disputes may result in
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disruption of our business operations, which may in turn have a material and adverse effect on
our business, prospects, financial condition and results of operations. In particular, if we cannot
recruit sufficient or sufficiently trained labor for our additional production facilities in Hai
Phong, Vietnam, Hai Duong Province, Vietnam and Wujiang, Suzhou, Jiangsu Province, the
PRC, our expansion plan and production activities may be negatively affected or even
interrupted.

In addition, labor costs in China have been increasing in recent years and our labor costs
in the PRC could continue to increase as well. If labor costs in the PRC continue to increase, our
production costs will increase which may in turn affect the selling prices of our products. We
may not be able to pass on these increased costs to consumers by increasing the selling prices of
our products in light of competitive pressure in the markets where we operate. In such
circumstances, our profit margin may decrease, which could have an adverse effect on our
results of operations.

A majority of the owned and leased properties at our Shenzhen facility may be subject to
legal irregularities.

As of the Latest Practicable Date, we have not obtained required ownership related
certificate and/or permits from the local government authorities for a majority of the owned and
leased properties at our Shenzhen facility. We refer to these properties collectively as the
Shenzhen Guangming Properties. See “Business — Properties” for more details. As advised by
our PRC legal advisors, there is a potential risk that the relevant government authorities may
deem the leases of the Shenzhen Guangming Properties invalid and those properties may be
demolished or forfeited by the government authorities or we may be subject to fines.

Although our PRC legal advisors are of the opinion that we may continue to use the
Shenzhen Guangming Properties, we cannot guarantee that the Shenzhen Guangming Properties
will not be demolished or forfeited and that we will not be forced to vacate the Shenzhen
Guangming Properties. In the event that the Shenzhen Guangming Properties are demolished or
forfeited, we will be forced to relocate our operations at our Shenzhen facility. Based on
currently available information, we estimate the costs to relocate the Shenzhen Guangming
Operations (as defined in “Business — Properties”) to be approximately HK$19.3 million. In
addition, we may incur losses of businesses during the relocation process and may be subject to
damages claims from our customers due to delayed delivery of products. Any such relocation
could disrupt our operations and materially and adversely affect our business, financial
condition, results of operations and growth prospects.

Any disruption of our current production facility could reduce or restrict sales and
materially and adversely affect our business.

As of the Latest Practicable Date, we operated one facility in Shenzhen, China, for our
production and warehousing. We produce and store our raw materials, work-in-progress and
finished products at our production facility. Although we are in the process of establishing
additional production facilities in Hai Phong, Vietnam and Hai Duong Province, Vietnam, we
currently depend on our Shenzhen facility for the continued operation of our business.

Natural disasters or other unanticipated catastrophic events, including storms, fires,
explosions, earthquakes, terrorist attacks and wars, as well as changes in governmental
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planning for the land underlying our facility, could significantly impair our ability to
manufacture our products and operate our business. In addition, an aggregate GFA of
325,456.22 sq.m. of production facilities, warehouses and offices at our Shenzhen facility are
leased properties. Such leases are renewable upon expiration. Our ability to renew existing
leases upon their expiry is crucial to our production activities, operations and profitability. At
the end of lease terms, if we are unable to negotiate an extension, we may be forced to relocate
our operations at our Shenzhen facility. Our facility and equipment would be difficult and costly
to replace or relocate on a timely basis. If we experience any unanticipated catastrophic events
that force us to shut down our production facility or unable to renew our current leases, our
production will be severely disrupted, which may in turn materially and adversely affect our
business and results of operations. Catastrophic events could also destroy any inventory located
in our production facility. The occurrence of any catastrophic event could result in the
temporary or long-term closure of our production facility, severely disrupt our business
operations and materially and adversely affect our results of operations and financial condition.

We may not be able to continue to successfully expand our product offerings.

Since our inception, a significant portion of our revenue has been generated from sales
of bras and intimate wear. Backed by our comprehensive research and development capabilities
accumulated in the production of intimate wear, we have been able to strategically expand into
adjacent product areas including the sporting goods industry.

Going forward, to enhance our growth, we plan to continue to expand the range of our
product offerings to diversify our product portfolio. Expanding into new product categories
requires us to make substantial capital expenditures in new manufacturing facilities and
equipment and commit substantial resources to develop new product designs and the
technologies required to manufacture new products. Manufacturing new and technologically
advanced products is a complex process requiring high levels of innovation and skilled research
and development personnel, as well as the accurate anticipation of technological and market
trends. We cannot assure you that we will be able to identify, develop and manufacture new
products successfully, if at all, or on a timely basis. We also may not be able to develop the
underlying core technologies necessary to manufacture these new products, license these
technologies from third parties, or become competitive in the market. In addition, we cannot
assure you that the new products will be launched on time, or the developed products will be
well received by customers and gain market acceptance. If we fail to successfully develop and
sell these new products, our results of operations and prospects could be materially and
adversely affected.

Any downtime for maintenance and repair of our equipment could lead to business
interruptions that could be expensive and harmful to our reputation and to our business.

Our machinery and equipment may be subject to breakdowns. Significant downtime
associated with the maintenance and repair of equipment used in our manufacturing facilities
will result in temporary interruption of our production. Although we have implemented a
comprehensive maintenance system for our facilities and equipment, including scheduled
downtimes for maintenance and repairs and regular inspections of facilities and equipment, the
failure of equipment manufacturers or our team to provide timely repairs on our equipment
could interrupt the operation of our production facility for extended periods of time. Such
extended downtime could result in lost revenue for us. We may lose customers and may be
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unable to regain those customers thereafter. As a result, our business and results of operations
could be materially and adversely affected.

Our intellectual property rights are critical to our success and failure to protect such
intellectual property rights may materially and adversely affect our ability to compete.

Our patents, trade secrets, trademarks and other intellectual property rights are
important to our business. As of the Latest Practicable Date, we had a total of 85 issued patents
(including 26 in the U.S., 21 in the PRC and 38 in other countries and regions) and 32 pending
patent applications. All of our patents relate to our production process and our product design.

In addition, we cannot assure you that infringement of our intellectual property rights by
other parties does not exist now or will not occur in the future. We seek to protect our
proprietary technologies, production processes, documentation and other written materials
primarily through intellectual property laws and contractual restrictions. We also require
employees and suppliers with access to our proprietary information to execute confidentiality
agreements with us. As of the Latest Practicable Date, we were not aware of any material
violation or infringement of our patents, trade secrets, trademarks and other intellectual
property rights. In addition, our intellectual property rights may not be adequately protected
because:

. other parties may still misappropriate our technologies despite the existence of
laws or contracts prohibiting it;

. policing unauthorized use of our intellectual property may be difficult, expensive
and time consuming, and we may be unable to determine the extent of any
unauthorized use;

. enforcement under intellectual property laws in China may be slow and difficult
in light of the application of such laws and the uncertainties associated with the
PRC legal system; and

. our patents, registered trademarks and trade names may be invalidated,
circumvented or challenged either in the PRC or in foreign countries.

To protect our intellectual property rights and maintain our competitive advantage, we
may engage in legal proceedings against parties who we believe are infringing upon our
intellectual property rights. Legal proceedings are often costly and may divert management
attention and our other resources away from our business. In certain situations, we may have to
initiate legal proceedings in foreign jurisdictions, in which case we are subject to additional
risks as to the result of the proceedings and the amount of damages that we can recover. In
addition, we have no insurance coverage against litigation costs and would have to bear all costs
arising from such litigation to the extent we are unable to recover them from other parties.

We may be exposed to intellectual property infringement and other claims by third
parties, which, if successful, could cause us to pay significant damage awards and incur
other costs.

Our success depends largely on our ability to use and develop our technology and
know-how without infringing the intellectual property rights of third parties. We cannot assure
you that we will not be subject to claims of infringement upon the intellectual property rights of
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third parties. The validity and scope of any potential claims relating to our production
technology and know-how involve complex scientific, legal and factual questions and analysis
and, therefore, may be highly uncertain. The defense and prosecution of intellectual property
suits, patent opposition proceedings and related legal and administrative proceedings can be
both costly and time consuming and may significantly divert the efforts and resources of our
technical and management personnel. An adverse determination in any such litigation or
proceedings to which we are a party may subject us to significant liability to third parties,
require us to seek licenses from third parties, pay ongoing royalties, or redesign our products or
subject us to injunctions prohibiting the manufacture and sale of our products or the use of our
technologies. Protracted litigations may also result in our customers or potential customers
deferring or limiting their purchase of our products until resolution of such litigations.

Failure to protect the intellectual property of our customers could harm our business.

Our success depends on our ability to protect the intellectual property of our customers.
We cannot assure you that our customers’ designs, trademarks, patents and other intellectual
property rights that we have access to during the manufacturing process will not be
misappropriated despite the stringent precautions that we have taken to protect those rights. As
of the Latest Practicable Date, we were not aware of any incident of failure to protect the
intellectual property rights of our customers. In the event that our policies and the precautions
we have taken do not adequately safeguard our customers’ intellectual property rights, our
customers could cease sharing their latest designs of product outlook or other work with us and
even reduce or discontinue their purchase orders with us, which would have a material adverse
effect on our business, financial condition and results of operations.

Our business relies on the proper operation of our information technology systems, any
malfunction of which for extended periods could materially and adversely affect our
business.

Our business relies on the proper functioning of our information technology systems. We
use our advanced information technology platform, which seamlessly integrates the SAP
system, Fast React production control system, RFID system, GSD system, QI system and PLM
system, to enable us to efficiently and reliably retrieve and analyze our operational, including
procurement, sales, inventory, logistics, production, customer and financial, data and
information on a real time basis. We use our information technology platform to assist us in
planning and managing our production, budgeting, human resources, inventory control, sales
management and financial reporting. As a result, our information technology platform is critical
for us in monitoring the inventory and sales levels and for our customers to place orders with us.
Although we did not experience any information technology system breakdown during the
Track Record Period, we cannot assure you that our information technology systems will
always operate without interruption.

Any malfunction to a particular part of our information technology systems may
adversely affect our operations and our results of operations. In addition, we need to constantly
upgrade and improve our information technology systems to keep up with the continuous
growth of our operations and business. We may not always be successful in installing, running
or implementing new software or advanced information technology systems as required by our
business development. All of these may have a material and adverse impact on our business,
financial situation and results of operations.
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Loss of service of our Chairman and other key personnel or any failure to attract and
retain necessary talents may materially and adversely affect our business, prospects,
financial condition and results of operations.

The success of our business has been and will continue to depend on the continuing
service of our key employees. In particular, Mr. Hung, our founder and Chairman, who has over
16 years of experience in the intimate wear manufacture industry, has been pivotal to our
success. We rely on his expertise and experience in developing business strategies, product
development, business operation and his relationship with customers. If we lose the services of
Mr. Hung, we may not be able to find a suitable replacement for him with comparable
knowledge and experience, and our business, prospects, financial condition and results of
operations may be materially and adversely affected. In addition, members of our senior
management team also have extensive industry experience and play a pivotal role in our daily
operations and formulating our business strategies. The loss of the services of any of our key
executives could have a material and adverse effect on our business and operations.

Our success also depends on our ability to attract and retain talented personnel, in
particular, our research and development personnel as well as skilled molding designers. We
may not be able to attract or retain all the key personnel we need. We may also need to offer
better remuneration and other benefits to attract and retain key personnel and therefore cannot
assure you that we will have the resources to fully achieve our staffing needs or that our costs
and expenses will not increase significantly as a result. Our failure to attract and retain
competent personnel, and any increase in staffing costs to retain such personnel may have a
negative impact on our ability to maintain our competitive position and to grow our business. If
this occurs, our business, financial condition and results of operations may be materially and
adversely affected.

We may not be successful in expanding our operations, managing our growth effectively or
opening our new facilities in a timely manner.

We have experienced significant growth during the Track Record Period. In order to
meet growing customer demand for our products, we have in the past few years increased our
production capacity and output, and expanded, trained and managed our rapidly growing
workforce. In response to this increased demand, we have undertaken to establish an additional
three production facilities in Hai Phong, Vietnam and another production facility in Hai Duong
Province, Vietnam. We may undertake future expansion projects based on our future business
requirements. We expect the four Vietnam facilities to commence production in the first quarter
of 2016, the third quarter of 2016, 2017 and 2018, respectively.

The success of our Hai Phong facilities, Hai Duong facility and any future expansion
projects depends on a few factors beyond our control, such as the progress of the construction
conducted by the third party construction company, local laws and regulations and government
support, including in the form of tax breaks, the continuing availability of low-cost skilled labor
and customer demand for our expanded production capacity. In addition, the integration of the
Hai Phong facilities, Hai Duong facility and any future expansion projects into our existing
operations may be subject to unforeseeable delays, which may, among other things, increase our
integration costs, strain our production capacity at other locations, cause delays in delivery of
customer orders and decrease our production efficiency. Accordingly, we may not be able to
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achieve in a timely or cost-effective manner the expansion of our operations or the management
of our growth. If we are unable to manage our growth effectively, we may not be able to take
advantage of market opportunities, execute our business strategies or respond to competitive
pressures which could have a material adverse effect on our results of operation and prospects.

We are subject to various regulatory and customer-imposed guidelines and may not be
successful in maintaining an effective quality control system.

In addition to PRC laws and regulations, we are subject to a variety of guidelines
imposed by our customers relating to production safety, health and environmental conditions,
and our customers require us to implement an internal quality control system to perform various
inspections over the course of the entire manufacturing process. In addition, most of our
customers require us to comply with specific guidelines based on the U.S., EU and other
international product safety and restricted and hazardous materials laws and regulations that are
applicable in the jurisdictions into which they sell their products. Although we have been in full
compliance with our customers’ stringent quality control requirements, we cannot assure you
that our quality control system will continue to be effective. Any significant failure or
deterioration of our quality control system in respect of, among other things, our production
process and product inspection, may seriously damage our product quality and have a material
adverse effect on our reputation in the market among our existing or prospective customers,
which may, in turn, lead to reduced orders or loss of customers in the future, severely harming
our business, financial condition and results of operations.

We grant credit terms to our customers and our working capital and cash flow position
may be adversely affected if our customers fail to settle or delay in making their payments.

Our financial position and profitability are dependent on the creditworthiness of our
customers. Currently, we grant credit terms to our customers ranging from 30 days to 120 days,
depending on the past payment history and the length of business relationship with the relevant
customers. In Fiscal 2013, 2014 and 2015, our trade and bills receivables were HK$273.3
million, HK$471.5 million and HK$430.7 million, respectively, while our trade and bills
receivable turnover days were 30, 36 and 39, respectively. We did not make provisions for bad
debt during the Track Record Period pursuant to the HKFRS and our accounting policies.
However, there is no assurance that we will not encounter doubtful or bad debts due to a
slow-down of industry growth, individual customer’s deferrating financial condition or
otherwise in the future. Should we experience any unexpected delay or difficulty in collecting
receivables from our customers, our cash flows, financial condition and results of operations
may be materially and adversely affected.

We face risks associated with the sale of our products internationally.

A significant portion of our revenue is derived from sales to customers outside the PRC.
The sale of our products to international markets exposes us to a number of risks, including
when it comes to fluctuations in foreign currency exchange rates; increased costs and difficulty
associated with understanding the local market trend in the various countries; costs associated
with providing services and support in overseas markets; and failure to obtain or maintain
qualifications for our products overseas. Furthermore, there are difficulty and costs relating to
compliance with different commercial and legal requirements overseas, including unanticipated
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changes in prevailing economic conditions and regulatory requirements and trade barriers such
as export requirements, tariffs, taxes and other restrictions. Our business in foreign markets
requires us to respond timely and effectively to rapid changes in market conditions in the
relevant countries and to the above challenges. Any change in one or more of the factors
described above may have a material adverse effect on our business, growth prospects, financial
condition and results of operations.

We may be involved in legal or other proceedings arising out of our operations, including
product liability claims, from time to time and may face significant liabilities as a result.

We may be involved from time to time in disputes with various parties involved in our
business operations, including but not limited to our customers, suppliers, employees, logistics
service providers, insurers and banks. These disputes may lead to legal or other proceedings,
which may result in damages to our reputation, substantial costs and diversion of our resources
and management’s attention. In addition, we may encounter additional compliance issues in the
course of our operations, which may subject us to administrative proceedings and unfavorable
results, and result in liabilities and delays relating to our production or product launch
schedules. We cannot assure you as to the outcome of such legal proceedings, and any negative
outcome may materially and adversely affect our business, financial condition and results of
operations.

We are also exposed to potential product liability claims in the event that there is any
damage caused by defective products. A successful product liability claim against us could
require us to pay for substantial damages. Product liability claims against us, whether or not
successful, are costly and time-consuming to defend. Though we never recall any of our
products in the past, in the event that our products prove to be defective, we may be required to
redesign or recall such products. We cannot assure you that a product liability claim will not be
brought against us in the future. A product liability claim, with or without merit, could result in
significant adverse publicity against us, and could have a material adverse effect on the
marketability of our products and our reputation, which in turn, could have a material adverse
effect on our business, financial condition and results of operations.

We may require additional funding to finance our operations, which may not be available
on terms acceptable to us or at all, and if we are able to raise funds, the value of your
investment in us may be negatively impacted.

We believe that our current cash and cash equivalents and the anticipated cash flows
from operations will be sufficient to meet our anticipated cash needs for the next 12 months. We
may, however, require additional cash resources to finance our continued growth or other future
developments, including any investments or acquisitions we may decide to pursue. To the extent
that our funding requirements exceed our financial resources, we will be required to seek
additional financing or to defer planned expenditures. There can be no assurance 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:

J our future financial condition, results of operations and cash flows;

. general market conditions for capital raising and debt financing activities; and
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J economic, political and other conditions in China and elsewhere.

Furthermore, if we raise additional funds through equity or equity-linked financings,
your equity interest in our Company may be diluted. Alternatively, if we raise additional funds
by incurring debt obligations, 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. Servicing such debt obligations could also be burdensome to our
operations. If we fail to service 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
condition could be materially and adversely affected.

Our manufacturing operations are subject to a variety of health and safety laws and
regulations.

We are subject to a variety of health and safety laws and regulations imposed by the PRC
government. Compliance with existing and future health and safety laws and regulations could
subject us to costs or liabilities, including monetary damages and fines; impact our production
capabilities; result in suspension of our business operations; and generally impact our financial
performance. Although we have not experienced any violations of such health or safety laws and
regulations, we cannot assure you that such event will not happen in the future. If we are held
liable for damages in the event of any injury or other violation of applicable health or safety
laws or regulations, we may also be subject to adverse publicity and our financial condition and
results of operations could be materially and adversely affected.

We may not successfully mitigate our exposures to foreign exchange and interest rate
fluctuation risks through purchases of derivative financial instruments.

During the Track Record Period, we entered into foreign exchange forward contracts and
interest rate swap contracts to mitigate our exposures of the Renminbi against the U.S. dollar
and our interest rate risk exposure, respectively. As of March 31, 2013, 2014 and 2015, the
notional principal amount of our foreign exchange forward contracts in respect of Renminbi
against U.S. dollar was US$17.0 million, US$64.5 million and US$34.5 million, respectively,
while the notional principal amount of our interest rate swap contracts in respect of fixed
interest rate and floating interest rate of HIBOR was HK$400.0 million, HK$520.0 million and
HK$520.0 million, respectively.

According to the terms of such foreign exchange forward contracts, a certain amount of
money subject to a cap as specified in the contracts will be payable by the bank to the Group or
by the Group to the bank on roughly a monthly basis, depending on the exchange rates of
Renminbi/U.S. dollar at the various valuation dates specified in each foreign exchange forward
contract. In essence, the foreign exchange forward contracts worked in such a way that the more
Renminbi appreciates against the U.S. dollar as compared to a pre-agreed exchange rate, the
higher the net amount of payment that the Group will receive from the bank; and the more
Renminbi depreciates against the U.S. dollar as compared to a pre-agreed exchange rate, the
higher the net amount of payment that the Group would be required to pay to the banks.
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According to the terms of such interest rate swap contracts, the Group and the bank agreed to
exchange interest rate cash flows, based on a specified notional amount from a floating interest
rate to a fixed interest rate.

During the Track Record Period, we had gains on derivative financial instruments of
HK$18.4 million and HK$3.2 million in Fiscal 2013 and 2015, respectively, but incurred losses
on derivative financial instruments of HK$49.5 million in Fiscal 2014. If Renminbi depreciates
against U.S. dollars substantially or if the interest rate moves in the different direction as we
expected in the future, our obligation to pay to the banks under the outstanding foreign
exchange forward contracts and interest rate swap contracts may adversely affect our cash flows
and financial position.

Our Controlling Shareholders have agreed to indemnify us for any losses we may suffer
from settlements of our outstanding foreign exchange forward contracts with the banks on or
after April 1, 2015 in excess of the amount of HK$90.8 million which was recorded as derivative
financial instruments — liabilities on our consolidated balance sheet as of March 31, 2015.
With respect to our outstanding foreign exchange forward contracts as of the Latest Practicable
Date, we have provided for and booked a fair value loss in an aggregate amount of HK$90.8
million in our consolidated income statements and such fair value loss may, depending on the
relevant foreign exchange rates as of the respective dates of settlement of the outstanding
foreign exchange forward contracts, be realized in Fiscal 2016 or thereafter. Any actual loss on
settlement of these 13 outstanding foreign exchange forward contracts in Fiscal 2016 and
thereafter in the amount of less than HK$90.8 million will not be recorded as a loss to our
consolidated income statements in Fiscal 2016 and thereafter, and the difference between
HK$90.8 million and the actual loss on settlement (up to HK$90.8 million) will be reversed and
credited as a gain to our consolidated income statements for the corresponding periods. Any
actual loss on settlement of these 13 outstanding foreign exchange forward contracts in Fiscal
2016 and thereafter in excess of HK$90.8 million will be indemnified by our Controlling
Shareholders.

For derivative financial instruments that we may purchase in the future, we have
implemented and will continue to evaluate and implement internal control measures to evaluate
and monitor our purchases of derivative financial instruments. See “Financial Information —
Analysis of Selected Consolidated Balance Sheet Items — Derivative financial instruments” for
more details. However, there is no assurance we may successfully mitigate our exposures to
foreign exchange and interest rate fluctuation risks through purchases of derivative financial
instruments in the future.

Our insurance coverage may not be adequate to cover all the risks related to our business
and operations.

Our insurance coverage may not adequately protect us against all risks relating to our
business and operations. We do not possess certain types of insurance in relation to our business
operations, such as environmental damage insurance. No assurance can be given that our
operations will be free of accidents. There is no assurance that we will be able to maintain
sufficient insurance coverage in the future. As a result, losses incurred as a result of any
defective product claim, business interruption, litigation or natural disaster may have a material
adverse effect on our business, financial condition and results of operations.
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Future strategic alliances or acquisitions could expose us to risks that may have a material
and adverse effect on our business, reputation and results of operations.

We may form strategic alliances with other companies in the intimate wear and sporting
goods industries in order to enhance our competitive position. Through strategic alliances, we
may access our partner’s expertise, skills, resources and knowledge in this new business.
Strategic alliances with third parties could expose us to certain risks, including risks associated
with sharing information and non-performance or breach of strategic alliance agreements, any
of which may adversely affect our business. In addition, if our strategic partner suffers any
negative publicity or harm to their reputation due to events unrelated to us, such as violations of
applicable laws and regulations, we may also suffer negative publicity or sustain harm to our
reputation.

In the future, we may acquire additional businesses that complement our existing
businesses and expand our business scale. In addition to constructing additional facilities in
Vietnam, our management may also explore the possibilities of establishing other overseas
presence. The integration of new businesses or overseas presence may prove to be an expensive
and time-consuming procedure. We can offer no assurance that we will be able to successfully
integrate the newly acquired businesses and overseas presence or operate the acquired
businesses in a profitable manner. Our failure to locate an appropriate acquisition target, to
successfully integrate and operate acquired businesses, and to identify substantial liabilities
associated with acquired businesses, may materially and adversely impact our operations and
profits.

We are subject to risks in relation to transportation services.

We typically adopt FOB Hong Kong as the international trade term. We arrange for
delivery of products from our warehouses to Hong Kong ports either through our own delivery
team or through third-party logistics services providers. Delivery disruptions to transport
operators may occur due to various reasons beyond our control, including transportation
bottlenecks, typhoon, flood, earthquakes and other natural disasters and labor strikes, and could
lead to delayed or lost deliveries. In addition, our products may face the risk of theft or damage
due to any poor handling by us or the logistics companies. If our products are not delivered to
Hong Kong ports on time, or are damaged or lost during delivery, we may have to pay
compensation to the relevant parties and could lose certain customers as well as suffer harm to
our reputation.

RISKS RELATING TO DOING BUSINESS IN THE PRC

The economic, political and social conditions in the PRC, as well as government policies,
laws and regulations, could affect our business, financial condition and results of
operations.

Substantially all our business operations are in the PRC and substantially all of our
revenue is derived from our operations in the PRC. Accordingly, our results of operations and
prospects are, to a significant degree, subject to economic, political and legal developments in
China. The economy of the PRC differs from the economies of most developed countries in
many respects, including the extent of government involvement, its level of development, its
growth rate and its control over foreign exchange. China’s economy has been transitioning from
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a planned economy to a more market-oriented economy. In recent years, the PRC Government
has implemented measures emphasizing market forces for economic reform, the reduction of
State ownership of productive assets and the establishment of sound corporate governance in
business enterprises. However, a portion of productive assets in the PRC is still owned by the
PRC Government. The PRC Government continues to play a significant role in regulating
industrial development. It also exercises significant control over PRC’s economic growth
through the allocation of resources, controlling payment of foreign currency-denominated
obligations, setting monetary policies and providing preferential treatments to particular
industries or companies. All of these factors could affect the economic conditions in the PRC
and, in turn, our business.

Adverse developments in PRC’s economy or an economic slowdown in the PRC may
reduce the demand for our products and services and have a material adverse effect on our
business, financial condition, results of operations and prospects.

We conduct all of our business and generate all of our revenues in the PRC. As a result,
economic developments in the PRC have a significant effect on our business, financial condition
and results of operations, as well as our prospects. In recent years, the PRC has been one of the
world’s fastest growing economies in terms of GDP growth. However, the global financial crisis
that unfolded in 2008 and continued in the past few years has led to a marked slowdown in the
economic growth of the PRC. For example, the GDP growth rate of the PRC decreased from
11.4% in 2007 to 7.4% in 2014. The global economy may continue to deteriorate in the future
and continue to have an adverse impact on PRC’s economy. Any significant slowdown in the
PRC economy could have a material adverse effect on our business and operations. In

particular:

. during a period of economic slowdown, there is a greater likelihood that more of
our customers or counterparties could become delinquent in respect of their
obligations to us;

. we may not be able to raise additional capital on favorable terms, or at all; and

. trade and capital flows may further contract as a result of protectionist measures

introduced in certain markets, which could cause a further slowdown in
economies and materially and adversely affect our business and prospects.

In addition, factors such as consumer, corporate and government spending, business
investment, volatility of the capital markets and inflation all affect the business and economic
environment, the growth of the PRC intimate wear and sporting goods industries and ultimately,
the profitability of our business. Our labor and other costs may also increase due to pressure
from inflation. Any future calamities, such as natural disasters, outbreak of contagious diseases
or social unrest, may cause a decrease in the level of economic activities and adversely affect
the economic growth in the PRC, Asia and elsewhere in the world.

As such, if PRC’s economy experiences significant adverse developments or a
significant downturn, our business, financial condition and results of operations would be
materially and adversely affected.
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Uncertainties with respect to the PRC legal system could limit the legal protections
available to you and us.

Our operating subsidiaries are incorporated under and governed by the laws of the PRC.
The PRC legal system is based on written statutes. Prior court decisions may be cited for
reference but have limited precedential value. In 1979, the PRC government began to
promulgate a comprehensive system of laws and regulations governing economic matters in
general, such as foreign investment, corporate organization and governance, commerce,
taxation and trade. As substantially all of our businesses are conducted in the PRC, our
operations are principally governed by PRC laws and regulations. However, since the PRC legal
system continues to rapidly evolve, the interpretations of many laws, regulations and rules are
not always uniform and enforcement of these laws, regulations and rules involves uncertainties,
which may limit legal protections available to us. Furthermore, intellectual property rights and
confidentiality protections in the PRC may not be as effective as in the United States or other
countries. In addition, we cannot predict the effect of future developments in the PRC legal
system, including the promulgation of new laws, changes to existing laws or the interpretation
or enforcement thereof, or the preemption of local regulations by national laws. These
uncertainties could limit the legal protections available to us and other foreign investors,
including you. In addition, any litigation in the PRC may be protracted and result in substantial
costs and diversion of our resources and management attention.

PRC regulation of loans and direct investment by offshore holding companies to PRC
entities may delay or prevent us from using the proceeds of the [REDACTED] to make
loans or additional capital contributions to our PRC subsidiaries.

In utilizing the proceeds from the [REDACTED], as an offshore holding company of our
PRC subsidiaries, we may make loans to our PRC subsidiaries, or we may make additional
capital contributions to our PRC subsidiaries. Any loans to our PRC subsidiaries are subject to
PRC regulations and approvals. For example, loans by us to our wholly owned PRC subsidiaries
in China to finance their activities cannot exceed statutory limits and must be registered with
the SAFE or its local counterpart. We may also decide to finance our PRC subsidiaries through
capital contributions. These capital contributions must be approved by the MOFCOM or its
local counterpart. We cannot assure you that we will be able to obtain these government
registrations or approvals on a timely basis, if at all, with respect to future loans or capital
contributions by us to our subsidiaries or any of their respective subsidiaries. If we fail to
receive such registrations or approvals, our ability to use the proceeds of the [REDACTED] and
to capitalize our PRC operations may be negatively affected, which could materially and
adversely affect our liquidity and our ability to fund and expand our business.

We rely on dividends paid by our subsidiaries for our cash needs, and any limitation on the
ability of our subsidiaries to make payments to us could have a material and adverse effect
on our ability to conduct our business.

We are a holding company incorporated in the Cayman Islands and operate our core
businesses through our operating subsidiaries in the PRC. We rely on dividends paid by these
subsidiaries for our cash needs, including the funds necessary to pay any dividends and other
cash distributions to our shareholders, to service any debt we may incur and to pay our
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operating expenses. The payment of dividends by entities established in China is subject to
limitations. Regulations in China currently permit payment of dividends only out of
accumulated profits as determined in accordance with accounting standards and regulations in
China. Each of our PRC subsidiaries is also required to set aside at least 10% of its after-tax
profit based on PRC accounting standards each year to its general reserves or statutory capital
reserve fund until the aggregate amount of such reserves reaches 50% of its respective
registered capital. Our statutory reserves are not distributable as loans, advances or cash
dividends. We anticipate that in the foreseeable future our PRC subsidiaries will need to
continue to set aside 10% of their respective after-tax profits to their statutory reserves. In
addition, if any of our PRC subsidiaries incurs debt on its own behalf in the future, the
instruments governing the debt may restrict its ability to pay dividends or make other
distributions to us. Any limitations on the ability of our PRC subsidiaries to transfer funds to us
could materially and adversely limit our ability to grow, make investments or acquisitions that
could be beneficial to our business, pay dividends and otherwise fund and conduct our business.

In addition, under the Enterprise Income Tax Law, or EIT Law, the Notice of the State
Administration of Taxation on Negotiated Reduction of Dividends and Interest Rates, or Notice
112, which was issued on January 29, 2008, the Arrangement between the PRC and the Hong
Kong Special Administrative Region on the Avoidance of Double Taxation and Prevention of
Fiscal Evasion, or the Double Taxation Arrangement (Hong Kong), which became effective on
December 8, 2006, and the Notice of the State Administration of Taxation Regarding
Interpretation and Recognition of Beneficial Owners under Tax Treaties, or Notice 601, which
became effective on October 27, 2009, dividends from our PRC subsidiaries paid to us through
our Hong Kong subsidiary may be subject to a withholding tax at a rate of 10%, or at a rate of
5% if our Hong Kong subsidiary is considered as a “beneficial owner” that is generally engaged
in substantial business activities and entitled to treaty benefits under the Double Taxation
Arrangement (Hong Kong). Furthermore, the ultimate tax rate will be determined by treaty
between the PRC and the tax residence of the holder of the PRC subsidiary. We are actively
monitoring the withholding tax and are evaluating appropriate organizational changes to
minimize the corresponding tax impact.

We may be classified as a “resident enterprise” for PRC enterprise income tax purposes,
which could result in unfavorable tax consequences to us and our non-PRC shareholders.

The EIT Law provides that enterprises established outside of China whose “de facto
management bodies” are located in China are considered “resident enterprises” and are
generally subject to the uniform 25% enterprise income tax rate on their worldwide income. In
addition, a circular issued by the State Administration of Taxation on April 22, 2009 regarding
the standards used to classify certain Chinese-invested enterprises controlled by Chinese
enterprises or Chinese group enterprises and established outside of China as “resident
enterprises” clarified that dividends and other income paid by such “resident enterprises” will
be considered to be PRC source income, subject to PRC withholding tax, currently at a rate of
10%, when recognized by non-PRC enterprise shareholders. This circular also subjects such
“resident enterprises” to various reporting requirements with the PRC tax authorities. Under the
implementation regulations to the enterprise income tax, a “de facto management body” is
defined as a body that has material and overall management and control over the manufacturing
and business operations, personnel and human resources, finances and properties of an
enterprise. In addition, the circular mentioned above sets out criteria for determining whether
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“de facto management bodies” are located in China for overseas incorporated, domestically
controlled enterprises. However, as this circular only applies to enterprises established outside
of China that are controlled by PRC enterprises or groups of PRC enterprises, it remains unclear
how the tax authorities will determine the location of “de facto management bodies” overseas
incorporated enterprises. Therefore, although substantially all of our management is currently
located in the PRC, it remains unclear whether the PRC tax authorities would require or permit
our overseas registered entities to be treated as PRC resident enterprises. We do not currently
consider our Company to be a PRC resident enterprise. However, if the PRC tax authorities
disagree with our assessment and determine that we are a “resident enterprise,” we may be
subject to enterprise income tax at a rate of 25% on our worldwide income and dividends paid
by us to our non-PRC shareholders as well as capital gains recognized by them with respect to
the sale of our Shares may be subject to a PRC withholding tax. This will have an impact on our
effective tax rate, a material adverse effect on our net income and results of operations, and may
require us to withhold tax on our non-PRC shareholders.

We face uncertainties with respect to indirect transfers of equity interests in our PRC
subsidiaries by our non-PRC holding companies.

On February 3, 2015, the Announcement on Certain Issues Concerning Enterprise
Income Tax for Indirect Transfer of Assets by Non-resident Enterprises (B i JF J& A & [ 3
o8 P A 2 T AR B T R A5 )) (Circular No.7 by State Administration of Taxation in
2015) (or Circular No.7) was promulgated by the PRC State Administration of Taxation, which
abolished certain provisions in the Notice on Strengthening the Administration of Enterprises
Income Tax on Non-Resident Enterprises (<BiA I 5E I o B Ja B AR 3 I fE i 38 e 15 40> 2E 7 15
B BEAY 4 F1)) (Guoshui Han[2009] Circular No.698) (or Notice N0.698) issued by the PRC
State Administration of Taxation on December 10, 2009.

When a non-resident enterprise transfers the assets (including equity interests) in an
overseas holding company, which directly or indirectly owns PRC taxable properties, including
shares in a PRC company, for the purposes of avoiding PRC enterprise income taxes through an
arrangement without reasonable commercial purpose, such indirect transfer should be
reclassified and recognized to be a direct transfer of the assets (including equity interests) of a
PRC resident enterprise in accordance with the Enterprise Income Tax Law, unless the overall
arrangements relating to an indirect transfer of PRC Taxable Assets fulfill one of the following
conditions: (i) where a non-resident enterprise derives income from the indirect transfer of PRC
Taxable Assets by acquiring and selling equity interests of a listed overseas company on a
public market; and (ii) where the non-resident enterprise had directly held and transferred such
PRC Taxable Assets, the income from the transfer of such PRC Taxable Assets would have been
exempted from enterprise income tax in the PRC under an applicable tax treaty or arrangement.
Although the exemptions above are clarified in Circular No.7, there is limited guidance and
practical experience regarding the application of Circular No.7 and the related SAT notices and
it remains uncertain whether such exemptions will be applicable to the transfer of our Shares or
whether any future acquisition by us outside of the PRC involving PRC Taxable Assets will be
reclassified by applying Circular No.7. Therefore, the PRC tax authorities may deem any
transfer of our Shares by our Shareholders that are non-resident enterprises, or any future
acquisition by us outside of the PRC involving PRC Taxable Assets, to be subject to the
foregoing regulations, which may subject our Shareholders or us to additional PRC tax
reporting obligations or tax liabilities. Any such outcome could have a material adverse effect
on our business, financial condition, results of operations and prospects.
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It may be difficult to effect service of process upon us or our Directors or executive officers
who reside in China or to enforce against them in China any judgments obtained from
non-PRC courts.

Some of our Directors and executive officers reside within the PRC, and most of our
assets and substantially all of the assets of those persons are located within the PRC. It may not
be possible for investors to effect service of process upon us or those persons inside the PRC or
to enforce against us or them in the PRC any judgments obtained from non-PRC courts. China
does not have treaties providing for the reciprocal recognition and enforcement of judgments of
courts in the United States, the United Kingdom, Japan or most other western countries.
However, judgments rendered by Hong Kong courts may be recognized and enforced in China if
the requirements set forth by the Arrangement on Mutual Recognition and Enforcement of
Judgments in Civil and Commercial Matters by Courts of Mainland and of the Hong Kong
Special Administrative Region Pursuant to Agreed Jurisdiction by Parties Concerned (i [A iy
BAL AT 8 R I A IR T 05 5 A L R AT R B AT R O B O ) R S R AR B % PE) are met.
Therefore recognition and enforcement in China of judgments of a court in any of these
jurisdictions other than Hong Kong in relation to any matter not subject to binding arbitration
provisions may be difficult or impossible.

Fluctuations in the value of the Renminbi and the PRC government’s control over foreign
currency conversion may adversely affect our business and results of operations and our
ability to remit dividends.

We mainly operate in Hong Kong and the PRC and most of our operating expenses are
denominated in Renminbi while most of our sales are denominated and settled in U.S. dollars.
In addition, the net proceeds from the [REDACTED] and any dividends we pay on our Shares
will be in Hong Kong Dollars. Therefore, fluctuations in the exchange rates between the
Renminbi and the Hong Kong Dollar or U.S. Dollar may affect the relative purchasing power in
Renminbi terms. Fluctuations in the exchange rates may also cause us to incur foreign exchange
losses and affect the relative value of any dividend distributed by us.

Movements in Renminbi exchange rates are affected by, among other things, changes in
political and economic conditions and China’s foreign exchange regime and policy. PBOC
regularly intervenes in the foreign exchange market to limit fluctuations in Renminbi exchange
rates and achieve certain exchange rate targets and policy goals. From mid-2008 to mid-2010
the Renminbi traded within a narrow range against the U.S. Dollar. In June 2010 the People’s
Bank of China announced the removal of the de facto peg. Following this announcement, the
Renminbi has appreciated from approximately RMB6.83 per U.S. Dollar to RMB6.12 per U.S.
Dollar as of June 15, 2015. We cannot assure you that the Renminbi will not appreciate or
depreciate significantly in value against the Hong Kong Dollar or the U.S. Dollar in the future.

In addition, conversion and remittance of foreign currencies are subject to PRC foreign
exchange regulations. It cannot be guaranteed that under a certain exchange rate, we shall have
sufficient foreign exchange to meet our foreign exchange needs. Under China’s current foreign
exchange control system, foreign exchange transactions under the current account conducted by
us, including the payment of dividends, do not require advance approval from the SAFE, but we
are required to present relevant documentary evidence of such transactions and conduct such
transactions at designated foreign exchange banks within the PRC that have the licenses to carry
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out foreign exchange business. Foreign exchange transactions under the capital account,
however, normally need to be approved by or registered with the SAFE or its local branch unless
otherwise permitted by law. The PRC government may also at its discretion restrict access in the
future to foreign currencies for current account transactions. Any insufficiency of foreign
exchange may restrict our ability to obtain sufficient foreign exchange for dividend payments to
shareholders or satisfy any other foreign exchange obligation. If we fail to obtain approvals
from the SAFE to convert Renminbi into any foreign exchange for any of the above purposes,
our potential offshore capital expenditure plans and even our business, may be materially and
adversely affected.

SAFE regulations may limit our ability to finance our PRC subsidiaries effectively and
affect the value of your investment and may make it more difficult for us to pursue growth
through acquisitions.

If we finance our PRC subsidiaries through overseas shareholder loans or additional
capital contributions, registration with and/or approval of PRC governmental authorities are
required. Any overseas shareholder loans to our PRC subsidiaries must be registered with the
local branch of SAFE as a procedural matter and such loans cannot exceed the difference
between the total amount of investment our PRC subsidiaries are approved to make under the
relevant PRC laws and their respective registered capital. In addition, the amounts of the capital
contributions are subject to the approval of the MOFCOM or its local counterpart. On March 30,
2015, SAFE issued the Circular on the Reforming of the Management Method of the Settlement
of Foreign Currency Capital of Foreign-Invested Enterprises, or SAFE Circular 19, which
became effective on June 1, 2015. Under SAFE Circular 19, a foreign-invested enterprise may
also choose converting its registered capital from foreign currency to RMB on
self-discretionary basis, but shall not use such converted registered capital to provide entrusted
loans or repay loans between non-financial enterprises. A foreign-invested enterprise with
equity investments as main business can use the RMB capital converted for equity investments
within the PRC.

In light of the various requirements imposed by PRC regulations on loans to and direct
investment in PRC entities by offshore holding companies, we cannot assure you that we will be
able to complete the necessary government registrations or obtain the necessary government
approvals on a timely basis, or at all, with respect to future loans or capital contributions by us
to our PRC subsidiaries and conversion of such loans or capital contributions into Renminbi. If
we fail to complete such registrations or obtain such approvals, our ability to contribute
additional capital to fund our PRC operations may be negatively affected, which could
materially and adversely affect our liquidity and our ability to fund and expand our business.

The enforcement of the PRC labor contract law, social insurance law and other labor
related regulations may materially affect our business, financial condition and results of
operations.

Pursuant to the PRC Labor Contract Law, or the Labor Contract law, effective in January
2008 and amended in July 2013, and its implementation rules that became effective in
September 2008, employers are subject to strict requirements in terms of signing labor
contracts, minimum wages, paying remuneration, determining the term of employees’ probation
and unilaterally terminating labor contracts. In the event that we decide to terminate the

44



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

RISK FACTORS

employment of some of our employees or otherwise change our employment or labor practices,
the Labor Contract Law and its implementation rules may limit our ability to effect those
changes in a desirable or cost-effective manner, which could adversely affect our business and
results of operations. On October 28, 2010, the Standing Committee of the National People’s
Congress promulgated the PRC Social Insurance Law, or the Social Insurance Law, which
became effective on July 1, 2011. According to the Social Insurance Law, employees must
participate in pension insurance, work-related injury insurance, medical insurance,
unemployment insurance and maternity insurance and the employers must, together with their
employees or separately, pay the social insurance premiums for such employees.

As the interpretation and implementation of the Labor Contract Law, the Social
Insurance Law and other labor related regulations (the “labor-related laws and regulations”)
are still evolving, we cannot assure you that our employment practice do not and will not violate
labor-related laws and regulations in the PRC, which may subject us to labor disputes or
government investigations. If we are deemed to have violated relevant labor laws and
regulations, we could be required to provide additional compensation to our employees and our
business, financial condition and results of operations could be materially and adversely
affected.

Inflation in the PRC could negatively affect our profitability and growth.

Economic growth in the PRC has, during certain periods, been accompanied by periods
of high inflation, and the PRC government has implemented various policies from time to time
to control inflation. For example, the PRC government introduced measures in certain sectors to
avoid overheating of the PRC economy, including increasing interest rates and capital reserve
thresholds at PRC commercial banks. The effects of the stimulus measures implemented by the
PRC government since the global economic crisis that commenced in 2008 and the continued
growth in the overall economy since then have resulted in sustained inflationary pressures. If
these inflationary pressures continue and are not mitigated by PRC government measures, our
cost of sales will likely increase, and our profitability could be materially reduced, as there is no
assurance that we would be able to pass any cost increases onto our customers. Measures
adopted by the Chinese government to control inflation may also slow economic activity in the
PRC and materially reduce demand for our products as well as materially decrease our revenue
growth as well as profitability.

We face risks of health epidemics and other natural disasters, which could severely disrupt
our business operations.

Our business could be affected by the outbreak of HINI1, or the swine flu, avian
influenza, severe acute respiratory syndrome, or SARS, or another epidemic. Beginning in
2013, there were reports of outbreaks of highly pathogenic avian flu, caused by the H7N9 virus,
in various parts of the PRC. An outbreak of avian flu in the human population could result in a
widespread health crisis that could adversely affect the economy and financial markets of the
PRC. Additionally, any recurrence of SARS, similar to the occurrence in 2003 which affected
the PRC, Hong Kong, Taiwan, Singapore, Vietnam and certain other countries and regions,
would also have similar adverse effects. Such disruptions could materially disrupt our business
operations and materially reduce earnings.
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Our operations are also vulnerable to natural disasters or other catastrophic events,
including wars, terrorist attacks, snowstorms, earthquakes, typhoons, fire, floods, power
failures and shortages, water shortages, hardware failures, computer viruses, and similar events
which may or may not be foreseeable or otherwise within our control. If any natural disaster or
catastrophic event were to strike in the future in China, especially in the areas where our
operations are located, we might suffer losses as a result of business interruptions and our
business, financial condition and results of operations might be materially and adversely
affected.

RISKS RELATING TO THE [REDACTED]
There has been no prior public market for our Shares.

Prior to the [REDACTED], there has not been a public market for our Shares. An active
public market may not develop or be sustained after the [REDACTED]. The initial
[REDACTED] range for our Shares was the result of, and the [REDACTED] will be the result
of, negotiations among us and the Sole Global Coordinator on behalf of the Underwriters and
may not be indicative of prices that will prevail in the trading market after the [REDACTED].

We have applied to list and deal in our Shares on the Stock Exchange. However, even if
approved, being listed on the Stock Exchange does not guarantee that an active trading market
for our Shares will develop or be sustained. If an active market for our Shares does not develop
after the [REDACTED], the market price and liquidity of our Shares may be adversely affected.
As aresult, you may not be able to resell your Shares at prices equal to or greater than the price
paid for the Shares in the [REDACTED].

The market price of our Shares may be volatile, which could result in substantial losses for
investors purchasing Shares in the [REDACTED].

The market price of our Shares may fluctuate significantly and rapidly as a result of a
variety of factors, many of which are beyond our control, including:

. actual and anticipated variations in our results of operations;

. changes in securities analysts’ estimates or market perception of our financial
performance;

. announcement by us of significant acquisitions, dispositions, strategic alliances

or joint ventures;
. recruitment or loss of key personnel by us or our competitors;

. market developments affecting us or the intimate wear manufacture or sports
goods manufacture industries;

. regulatory or legal developments, including litigation;

. the operating and stock price performance of other companies, other industries
and other events or factors beyond our control;

. fluctuations in trading volumes or the release of lock-up or other transfer
restrictions on our outstanding Shares or sales of additional Shares by us; and
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. general economic, political and stock market conditions in Hong Kong, the PRC
and elsewhere in the world.

Moreover, in recent years, stock markets in general have experienced significant price
and volume fluctuations, some of which have been unrelated or disproportionate to the
operating performance of the listed companies. These broad market and industry fluctuations
may adversely affect the market price of our Shares.

Since there will be a gap of several days between pricing and trading of our [REDACTED],
the price of our [REDACTED] could fall below the [REDACTED] when the trading
commences.

The [REDACTED] 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, which is expected to be [four] Hong Kong business days after the
pricing date. As a result, investors may not be able to sell or deal in our Shares during that
period. Accordingly, holders of our Shares are subject to the risk that the price of our Shares
could fall below the [REDACTED] when the trading commences as a result of adverse market
conditions or other adverse developments, that could occur between the time of sale and the
time trading begins.

Purchasers of Shares will experience immediate dilution and may experience further
dilution if we issue additional Shares in the future.

Based on the [REDACTED] range, the [REDACTED] is expected to be higher than the
net tangible book value per Share prior to the [REDACTED]. Therefore, you will experience an
immediate dilution in pro forma net tangible book value per Share. In addition, we may issue
additional Shares or equity-related securities in the future under our Share Option Scheme or to
raise additional funds, finance acquisitions or for other purposes. If we issue additional Shares
or equity-related securities in the future, the percentage ownership of our existing Shareholders
may be diluted. In addition, such new securities may have preferred rights, options or
pre-emptive rights that make them more valuable than or senior to the Shares.

There can be no assurance if and when we will pay dividends in the future.

Distribution of dividends shall be formulated by our Board of Directors at their
discretion and will be subject to shareholders’ approval. A decision to declare or to pay any
dividends and the amount of any dividends will depend on various factors, including but not
limited to our results of operations, cash flows and financial condition, operating and capital
expenditure requirements, distributable profits as determined under IFRS, our Articles of
Association, market conditions, our strategic plans and prospects for business development,
contractual limits and obligations, payment of dividends to us by our operating subsidiaries,
taxation, and any other factors determined by our Board of Directors from time to time to be
relevant to the declaration or suspension of dividend payments. As a result, although we have
declared interim dividends in the past, there can be no assurance whether, when and in what
form we will pay dividends in the future or that we will pay dividends in accordance with our
dividend policy. See “Financial Information — Dividend Policy” for more details of our
dividend policy.
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Our Controlling Shareholders may exert substantial influence over our operation and may
not act in the best interests of our public Shareholders.

Immediately upon completion of the Capitalization Issue and the [REDACTED], our
Controlling Shareholders will own approximately [REDACTED]% of our issued share capital,
without taking into account of the Shares which may be issued upon the exercise of the
Over-allotment Option. Therefore, they will be able to exercise significant influence over all
matters requiring Shareholders’ approval, including the election of directors and the approval of
significant corporate transactions. They will also have veto power with respect to any
shareholder action or approval requiring a majority vote except where they are required by
relevant rules to abstain from voting. Such concentration of ownership also may have the effect
of delaying, preventing or deterring a change in control of the Group that would otherwise
benefit our Shareholders. The interests of the Controlling Shareholders may not always align
with our Company or your best interests. If the interests of the Controlling Shareholders
conflict with the interests of our Company or our other Shareholders, or if the Controlling
Shareholders choose to cause our business to pursue strategic objectives that conflict with the
interests of our Company or other Shareholders, our Company or those other Shareholders,
including you, may be disadvantaged as a result.

Sale, or perceived sale, of substantial amounts of our Shares in the public market could
adversely affect the prevailing market price of our Shares.

The Shares held by our existing Shareholders are subject to certain lock-up periods
expiring six and 12 months after the date on which trading in our Shares commences on the
Stock Exchange, details of which are set out in “Underwriting”. Our existing Shareholders may
dispose of Shares that they may own now or in the future. Sales of substantial amounts of our
Shares in the public market, or the perception that these sales may occur, could materially and
adversely affect the prevailing market price of our Shares.

Facts and statistics in this document relating to the PRC economy and the industry in
which we operate may not be fully reliable.

Facts and statistics in this document relating to China and the industry in which we
operate, including those relating to the PRC economy and the intimate wear industry in China,
are derived from various publications of governmental agencies or independent third parties
which we believe are reliable. We cannot guarantee, however, the quality or reliability of these
materials. We believe that the sources of this information are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such information. We
have no reason to believe that such information is false or misleading in any material respect or
that any material fact has been omitted that would render such information false or misleading.
The information has not been independently verified by us, the Sole Sponsor, the Sole Global
Coordinator, the Sole Bookrunner and the Sole Lead Manager or any other party involved in the
[REDACTED] and no representation is given as to its accuracy and completeness. Investors
should not place undue reliance on such facts or statistics.
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Further information about the Directors and other senior management members are set
out in the section headed “Directors, Senior Management and Employees” in this document.
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Sole Sponsor Morgan Stanley Asia Limited
46/F, International Commerce Centre
1 Austin Road West

Kowloon
Hong Kong
Sole Global Coordinator, [REDACTED]
Sole Bookrunner or
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Legal Advisors to Our Company As to Hong Kong and U.S. laws:

Simpson Thacher & Bartlett
35/F, ICBC Tower

3 Garden Road

Central

Hong Kong

As to PRC law:

Deheng Law Offices (Shenzhen)
Storey 11, Section B Anlian Plaza

No. 4018 Jintian Road, Futian District
Shenzhen, PRC

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

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

As to Vietnam law:

Vietnam International Law Firm
Kumho Asiana Plaza Saigon

Suite 4.4-4.6

39 Le Duan St, District 1

Ho Chi Minh City

Vietnam

Legal Advisors to the Sole Sponsor As to Hong Kong and U.S. laws:
[REDACTED] Sullivan & Cromwell
28th Floor
Nine Queen’s Road Central
Hong Kong
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As to PRC law:

Fangda Partners

21/F, China World Tower, Tower 3
No. 1 Jian Guo Men Wai Avenue
Beijing, PRC

Auditor and Reporting PricewaterhouseCoopers
Accountant Certified Public Accountants
22/F, Prince’s Building
Central
Hong Kong
Industry Consultant Frost & Sullivan

Suit 2802-2803, Tower A
Dawning Center

500 Hongbaoshi Road
Shanghai, PRC

Compliance Advisor Guotai Junan Capital Limited
27th Floor, Low Block
Grand Millennium Plaza
181 Queen’s Road Central
Hong Kong

Receiving Banks [REDACTED]
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Hong Kong
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83 Des Voeux Road Central
Hong Kong
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32/F, 4-4A Des Voeux Road Central
Hong Kong

Bank of China (Hong Kong) Limited
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The information presented in this section is derived from various official
government publications and other publications and from the market research report
prepared by Frost & Sullivan, which was commissioned by us, unless otherwise indicated.
We believe that the sources of the information are appropriate sources for the information
and we have taken reasonable care in extracting and reproducing the information. We
have no reason to believe that such information is false or misleading in any material
respect or that any fact has been omitted that would render the information false or
misleading in any material respect. The information has not been independently verified
by us, the Sole Sponsor, the Underwriters or any of our or their respective directors,
officers or representatives or any other person involved in the [REDACTED] and no
representation is given as to its accuracy or completeness. The information and statistics
may not be consistent with other information and statistics compiled within or outside of
China.

SOURCE OF INFORMATION

In connection with the [REDACTED], we have commissioned Frost & Sullivan, an
independent third party, to conduct an analysis of, and to report on the global intimate wear
industry from 2009 to 2014. The report we commissioned, or the Frost & Sullivan Report, has
been prepared by Frost & Sullivan independent of our influence. We paid Frost & Sullivan a fee
of RMBS850,000 for the preparation of the report, which we consider reflects market rates.
Founded in 1961, Frost & Sullivan has 40 global offices with more than 2,000 industry
consultants, market research analysts, technology analysts and economists. It offers industry
research and market strategies and provides growth consulting and corporate training.

The Frost & Sullivan Report that we commissioned includes information on the global
intimate wear industry and its sub-segments and other market and economic data, which have
been quoted in this document. Frost & Sullivan’s independent research was undertaken through
(i) researching diverse markets in different life cycles; (ii) referencing to publications and
reports; (iii) focusing on challenges, problems, and the needs of industry participants; (iv)
relying on primary market research; (v) focusing on detailed, comprehensive, “bottom-up” data
collection techniques; and (vi) utilizing systematic measurements. Projected data was obtained
from historical data analysis plotted against macroeconomic data as well as specific
industry-related drivers. In compiling and preparing the Frost & Sullivan Report, Frost &
Sullivan has adopted the following assumptions: (i) the global economy is likely to maintain a
steady growth in the next decade; (ii) the global social, economic and political environment is
likely to remain stable in the forecast period, which ensures the stable and healthy development
of the intimate wear industry; and (iii) there will be no wars or large scale disasters during the
forecast period.

Except as otherwise noted, all the data and forecast in this section are derived from the
Frost & Sullivan Report.

THE IDM MODEL

With continuous development of the intimate wear manufacture market, a new business
model under the IDM concept has emerged and rapidly spearheaded the intimate wear industry.
According to the Frost & Sullivan Report, this new business model is superior to the traditional
OEM and ODM business models. It focuses on the overall industry value chain including every
stage of developing and producing products and covers the interaction between early stages
such as conceptualizing the products and designing the specifications and later stages such as
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research and development and production. In the overall intimate wear industry, the Group has
been a pioneer in the area of IDM.

The following chart sets forth the Group’s unique market positioning as an IDM
company.

Creative Product Ideas and
Insightful Product Optimization

Advanced Technology Innovative Design Efficient Production

and Manufacturer Capacity and Diversified
Professional Talents (IDM) Products

Superior Client Resources and
Stable Supply Chain

Barriers to Entry into the Intimate Wear IDM Market

According to the Frost & Sullivan Report, the major barriers to entry into the intimate
wear IDM market include sophisticated supply network, market insight, industry know-how,
long-standing relationships with customers, significant research and development expenses and
labor cost and professional talents.

Growth Drivers and Trend of the Intimate Wear IDM Market

According to the Frost & Sullivan Report, the key growth drivers of the intimate wear
IDM market include the following:

. Increasing demand for high value-added products. With rising standards of living
and consumption upgrades, consumers nowadays pursue a better quality lifestyle
by having higher requirements on product quality and functionality. Accordingly,
manufacturers are more focused on the design, research and development of
products.

. Gradual integration of the industry value chain. Ever-evolving and continually
growing demand from branded owners and end-consumers has posed certain
limitations for traditional OEMs or ODMs. In response to this situation and to
expand business scope, the IDM business model has emerged with an aim to
integrating the overall industry value chain.

. Fierce market competition. With the intimate wear manufacture market getting
much more mature, the competition is not confined in production price and
efficiency. Amid the intensive competition, certain leading intimate wear
manufacturers have developed the IDM business model to gain a larger market
share thanks to their extensive manufacturing experience and thorough market
knowledge.

According to the Frost & Sullivan Report, the IDM market is still in an early stage of
development. However, given the limitations of traditional OEM and ODM business models in
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the areas of innovation, research and development, the emerging IDM business model is
expected to gradually overtake the traditional OEM and ODM business models.

GROWTH OF THE GLOBAL ECONOMY

As the world’s largest national economy, the U.S. achieved nominal GDP of
US$17,418.3 billion in 2014 and its nominal GDP is expected to steadily grow at a rate of 3.6%
in the next five years. On the other hand, the nominal GDP of major European countries and
Japan had slight fluctuations in the past few years, but the economic power and purchasing
power in those countries are still strong and continuously strengthened.

Consumer Expenditure on Intimate Wear

Consumers in developed countries typically spend more on intimate wear products
compared to developing countries. For instance, in 2014, consumers in the U.S., U.K. and Japan
spent an average of US$73.9, US$87.1 and US$85.0 on intimate wear, respectively, whereas
Chinese consumers on average spent only US$26.4 on intimate wear. The following chart sets
forth actual and estimated per capita consumption expenditure on intimate wear by country for
the periods indicated.

US$

EU.S. ®EUK. ®Japan ®China
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Source: Frost & Sullivan

Consumer Expenditure on Sports Footwear

From 2009 to 2014, the global per capita expenditure on sports footwear increased
steadily from US$9.1 to US$12.6, representing a CAGR of 6.7%, and is expected to grow at a
CAGR of 8.3% from 2014 to 2019, which demonstrates a faster growing trend.

OVERVIEW OF THE GLOBAL INTIMATE WEAR MARKET

Intimate wear, also known as undergarment, refers to a kind of clothing that people wear
close to skin or under other clothes. It is generally made of cotton, viscose staple fiber,
polyester, polyamide, acrylic, spandex and others. Intimate wear products can be divided into
several categories including bra, panties, intimate sportswear and others.

Market Size and Growth of the Global Intimate Wear Industry

From 2009 to 2014, the total retail sales value of the global intimate wear industry
increased from US$238.2 billion to US$326.9 billion, representing a CAGR of 6.5% during the
same period. It is estimated that the total retail sales value of the global intimate wear industry
will reach US$463.9 billion by 2019, representing a CAGR of 7.3% from 2014 to 2019. The
following chart sets forth actual and estimated total retail sales value of the global intimate wear
industry for the periods indicated.
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The PRC is the largest market for intimate wear products in terms of total retail sales
value in 2014, followed by the U.S. and Japan. The total retail sales value of intimate wear
products in the PRC has increased rapidly in the past years and is expected to grow at a similar
rate for the next few years, according to Frost & Sullivan.

The mass market is the largest and fastest-growing segment in the bra market, a major
sub-category of intimate wear products. From 2009 to 2014, the mass market has experienced
significant growth. In terms of total retail sales value of bras, the market share of the mass
market increased from 39.2% to 45.1%, representing a CAGR of 10.3% during the same period.
The average price of bras in the mass market typically ranges from US$10 to US$65, being the
upper price limit for the low-end market and lower price limit for the high-end market. In light
of a large consumer base and an increasing demand, the mass market is expected to reach a
market share of 53.1% by the end of 2019. The Company has focused on the mass market which
offers attractive opportunities for rapid development in the future. The following chart sets forth
actual and estimated total retail sales value of bra products (including sports bras) by target
market for the periods indicated.

2009-2014 2014-2019E

Target Markets/Billion US$ 2009 2014 2019E CAGR CAGR
Low-end Market'" . ... .. .. 21.2 26.9 33.0 4.9% 4.2%
Mass Market™® . ......... 23.9 39.1 68.0 10.3% 11.7%
High-end Market® ... .. .. 15.9 20.6 27.1 5.3% 5.6%

Total Retail Sales Value . . 61.0 86.6 128.1 7.3% 8.1%
Notes:

(1)  Refers to the bra market with a lower average selling price than the mass market.
(2)  Refers to the bra market with an average price range of US$10 to US$65.

(3)  Refers to the bra market with a higher average selling price than the mass market.
Source: Frost & Sullivan

Market Size and Growth of the Global Sports Intimate Wear Market

Sports intimate wear is a sub-category of intimate wear which can be worn in public
places during physical exercise, dancing or other sports activities. Sports intimate wear
products include sports bras, sport panties, sports leggings, sports tights, sports socks and
others. Sports intimate wear products are typically designed to provide comfort and protection
to consumers during sports activities.

As increasing attention is paid on comfort and performance during sports activities,
more and more athletes and sports enthusiasts choose to purchase functional sports intimate
wear, such as sports bras. In terms of total retail sales value, the global sports intimate wear
market grew at a CAGR of 11.5% from 2009 to 2014 and is expected to grow at a CAGR of
12.5% from 2014 to 2019. The following chart sets forth actual and estimated total retail sales
value of the global sports intimate wear market for the periods indicated.

61



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

Billion US$ CAGR 12.5%
50 +
40 | CAGR 11.5%
30

20 1135 146 160
10 -

0 A

2009 2010 2011 2012 2013 2014 2015E 2016E 2017E 2018E 2019E

Source: Frost & Sullivan

With increasing health awareness and higher expectations of the functional sportswear,
the demand for comfortable sports intimate wear has continuously risen, which in turn
stimulated the growth of the global sports bra market. From 2009 to 2014, the total retail sales
value of the global sports bra market demonstrated a rapid growth with a CAGR of 12.7%. It is
expected that the market will continue to grow at a CAGR of 14.2% from 2014 to 2019. The
following chart sets forth actual and estimated retail sales value of the global sports bra market
for the periods indicated.
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Major Brand Owners in the Intimate Wear Market

The following table sets forth the major brand owners, their retail sales value and market
share in the intimate wear market in 2014:

Retail Sales Value

Country Company (Million US$) Market Share in 2014
US............ 1. L Brands Inc. * 4,540.8 *19.2%
2. Hanesbrands Inc. ¢ 2.707.5 *11.5%
3. PVH Corp. *2.301.2 *9.8%
UK. .......... 1. Marks & Spencer PLC * 1,549.5 * 27.7%
2. Debenhams PLC *279.1 *5.0%
3. Gold Group International *273.0 *4.9%
Japan .. ........ 1. Wacoal Holdings Corp. * 1,060.4 *9.8%
2. Gunze Ltd. * 6553 °6.1%
3. Fast Retailing Co., Ltd. *515.1 * 4.8%

Source: Frost & Sullivan
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We have a long-standing relationship with leading players in the intimate wear market.
As shown in the above table, the leading brand owners in the U.S., UK and Japanese intimate
wear markets include L Brands Inc., Hanesbrands Inc., PVH Corp., Marks & Spencer PLC and
Wacoal Holdings Corp. All of these companies are our customers. In particular, in the U.S.
market, L. Brands Inc., Hanesbrands Inc. and PVH Corp. together accounted for 40.5% of the
market share based on the retail sales value in 2014.

OVERVIEW OF THE GLOBAL INTIMATE WEAR MANUFACTURING MARKET

An intimate wear manufacturer typically provides manufacturing services with
self-running factories and transforms raw materials into finished goods. In addition to
manufacturing, some manufacturers are also responsible for the design of intimate wear.

The industry value chain of the intimate wear market has several different stages, from
early stages such as idea conception, product design and research and development to later
stages such as manufacturing, branding and sales. According to the Frost & Sullivan Report, the
development process of the intimate wear manufacturing market can be divided into three
stages, namely, the initial, growth and mature stages. Those manufacturers who make
components or products as specified by a certain brand owner that are then branded and
marketed by the brand owner are OEMs. Others who design and manufacture their own products
are ODMs. The products created by ODMs are eventually sold to different companies with
slight modifications and rebranded accordingly. The concept of OEM and ODM was invented
during the initial stage. According to Frost & Sullivan, the intimate wear manufacturing market
is expected to step into the mature stage in 2025. During this phase, the manufacturers are likely
to pay higher attention to research and development, quality control and communications and
feedback.

Market Size and Growth of the Intimate Wear Manufacturing Market

From 2009 to 2014, in terms of production volume, the global intimate wear
manufacturing market grew from 13.2 billion units to 17.4 billion units, representing a CAGR
of 5.7% during the period. The global intimate wear manufacturing market, in terms of
production volume, is expected to grow at a CAGR of 6.6% in the upcoming five years. The
production volume of intimate wear products in the PRC has also increased at a CAGR of 6.2%
from 2009 to 2014 and is expected to increase at a CAGR of 7.3% from 2014 to 2019. The
following chart sets forth actual and estimated production volume of intimate wear products in
the global and PRC intimate wear manufacture markets for the periods indicated.
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The bra manufacture market has also experienced a significant growth in the production
volume. The global production volume of bras increased from 3.6 billion units in 2009 to 4.9
billion units in 2014, representing a CAGR of 6.4% from 2009 to 2014. The global production
volume of bras is expected to reach 6.9 billion units, representing a CAGR of 7.1%, from 2014
to 2019. The production volume of bras in the PRC is expected to reach 4.2 billion units by 2019
at a CAGR of 7.7% from 2014 to 2019. The following chart sets forth actual and estimated
production volume of bras (including sports bras) globally and in the PRC for the periods
indicated.
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PRC as a Leading Exporter of Intimate Wear Products

The PRC has become one of the leading exporters of intimate wear products in recent
years due to its competitive labor force, well-developed supply chain and rich manufacturing
experience. From 2011 to 2014, PRC’s export volume of intimate wear products increased from
8.6 billion units to 10.8 billion units, while its export value of intimate wear products increased
from US$10.6 billion to US$14.6 billion. The higher growth of export value as compared with
the export volume indicates that Chinese manufacturers have been able to charge higher prices
by offering value-added services. From 2011 to 2014, PRC’s export volume of intimate wear to
the U.S. and U.K. increased at a CAGR of 8.4% and 14.5%, respectively.

The following chart sets forth PRC’s export value of intimate wear for the periods
indicated.
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Competitive Landscape of the Global Bra Manufacturing Industry

In 2014, the Group was the largest bra manufacture company globally in terms of bra
production volume with a market share of approximately 1.0%. The following chart sets forth
the production volume and the market share of the top four bra manufacturers globally in 2014.
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Bra Production

Volume Market Share*

Company (Million) (%)

1 Regina Miracle .........coooiiiiiiiiiiiiiiiii e, 48.2 1.0

2 A COMPANY eeriiiiiiiie it e e e e eanes 45.1 0.9

3 B Company ... 41.8 0.8

4 C COMPANY eeiiiiieiiiie et et eai e 39.8 0.8
Total Production Volume .........................cooiiiiii. 174.9 3.5
Overall Global Production Volume (2014) .................... 4,920.0 100.0

* Include sports bras.
Source: Frost & Sullivan

Growth Drivers and Trend of the Intimate Wear Manufacturing Market

According to the Frost & Sullivan Report, the key growth drivers of the PRC intimate
wear manufacturing market include the following:

. Macroeconomy. PRC’s rapid and stable economic development has created
favorable conditions for the development of the textile manufacturing industry,
which further drives the growth of the intimate wear manufacturing market.

. Increasing consumer demand. With rising standards of living, purchasing power
and health awareness, demand for products with higher quality is expected to
increase.

. Improved research and development capabilities and vertical integration.

Advanced manufacturing technologies have led to the improvement of production
efficiency and product quality, allowing intimate wear manufacture companies to
shorten development period and ensure product standardization. In addition,
vertical integration of different segments of the industry value chain from
product concept design to sales has granted significant competitive advantages to
manufacture companies in the intimate wear industry.

. Regulations. PRC’s government has implemented a number of policies with an
aim to promoting the development of the clothing industry which has also
contributed to the growth of the domestic intimate wear manufacturing
companies.

In addition, according to the Frost & Sullivan Report, intimate wear manufacturing
companies continue to strengthen their competitiveness through vertical integration. They also
seek to diversify their product offerings to target consumer groups of different age ranges,
genders and consumption propensity. With wearable technology becoming more popular, there
is a trend of incorporating electronic technologies in the intimate wear industry. As a result of
consumption upgrade and fierce competition, intimate wear manufacture companies are
expected to improve their research and development capabilities and build brand awareness,
which in turn may lead to higher market concentration in the future.

INDUSTRY TREND OF THE SPORTS FOOTWEAR MARKET
Market Size and Growth of the Sports Footwear Market

The total retail sales value of the global sports footwear market increased from US$62.0
billion in 2009 to US$90.4 billion in 2014, representing a CAGR of 7.8%, and is expected to
reach US$142.5 billion in 2019. The U.S. sports footwear market, in terms of total retail sales
value, grew steadily from US$15.0 billion in 2009 to US$20.2 billion in 2014, representing a
CAGR of 6.1%. In contrast, the PRC sports footwear market grew at a faster rate of a CAGR of
12.4% from 2009 to 2014 and is predicted to reach a global market share of 19.6% in 2019. The
following table sets forth actual and estimated total retail sales value of the global sports
footwear market for the periods indicated.
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Affordable pricing is one of the key factors driving the rapid growth of the mass market.
The average price of sports footwear in the mass market typically ranges from US$30 to US$90.
As a result of the increased demand and intensified competition, from 2009 to 2014, in terms of
total retail sales value of sports footwear, the market share of the mass market increased from
43.7% to 52.8% at a CAGR of 12.0% from 2009 to 2014. The mass market of the global sports
footwear industry is expected to grow at a CAGR of 14.4% from 2014 to 2019, reaching a
market share of 65.6% by the end of 2019. The following table sets forth the global retail sales
value of sports footwear by target market.

2009-2014 2014-2019E

Target Markets/Billion US$ 2009 2014 2019E CAGR CAGR
Low-end Market™ . . ... ... 21.1 24.7 27.2 3.1% 2.0%
Mass Market™® . ......... 27.1 47.7 93.5 12.0% 14.4%
High-end Market® . ... ... 13.8 18.0 21.8 5.5% 3.9%

Total Retail Sales Value . . 62.0 90.4 142.5 7.8% 9.5%
Notes:

(1)  Refers to the sports footwear market with a lower average selling price than the mass market.
(2)  Refers to the sports footwear market with an average price range of US$30 to US$90.

(3)  Refers to the sports footwear market with a higher average selling price than the mass market.
Source: Frost & Sullivan

Market Size and Growth of the Sports Footwear Manufacturing Market

In terms of production volume, the global sports footwear manufacturing market grew
from 2,470.1 million pairs in 2009 to 3,267.3 million pairs in 2014 at a CAGR of 5.8% and is
expected to grow at a CAGR of 7.1%, reaching 4,601.8 million pairs in 2019. The PRC sports
footwear manufacturing market has also been growing rapidly in the past five years and has a
great prospect. According to Frost & Sullivan Report, 1,222.0 million pairs of sports footwear
are expected to be produced in the PRC in 2019.

PRC as the Leading Exporter of Sports Footwear Products

Compared with sports footwear manufacturers in other countries and areas, such as
Vietnam, Thailand and Africa, sports footwear manufacturers in the PRC have enjoyed several
competitive advantages, including larger economies of scale and superior design and innovation
capabilities.

The PRC has a large volume of production and exports in the global sports footwear
market. With the recovery of the global economy, the PRC exported 144.0 million pairs of

66



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

INDUSTRY OVERVIEW

sports footwear with the total export value of US$2.3 billion in 2013. In 2014, the total export
value of sports footwear in the PRC increased to US$2.4 billion, while the total export volume
of sports footwear decreased to 135.9 million pairs. This indicates a gradual increase in the
average export price of sports footwear and a relatively stronger bargaining power of the PRC
footwear manufacturers against brand companies.

Our Competitive Advantages

For our competitive advantages, please see “Business — Our Competitive Strengths” for
more details.

RAW MATERIAL ANALYSIS

The major raw materials of our intimate wear products include polyester, polyamide and
spandex. The fluctuation of cost of raw materials directly affects intimate wear companies’ cost
structure and product pricing. According to the Frost & Sullivan Report, raw material costs for
intimate wear will see much less fluctuations in the future as a result of a stable supply and
demand of these raw materials. The following chart sets forth historical prices of major raw
materials for intimate wear in the PRC for the periods indicated:
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The price of polyester, a major raw material for intimate wear, fluctuated between
RMB9,760 per ton and RMB10,800 per ton during 2009 and 2014. The average price of
polyester decreased to RMB9,820 per ton as of the Latest Practicable Date.

The price of polyamide decreased from RMB29,850 per ton in 2011 to RMB22,700 per
ton in 2014 due to weak demand for polyamide. The average price of polyamide increased to
RMB26,250 per ton as of the Latest Practicable Date.

The price of spandex slightly increased from RMB46,300 per ton in 2009 to RMB51,050
per ton in 2014. The average price of spandex slightly decreased to RMB50,900 per ton as of the
Latest Practicable Date.

See “Financial Information — Factors Affecting Our Financial Condition and Results of
Operations — Our ability to control production costs” for details of analysis of the impact of
changes in raw material prices on our results of operations and “Financial Information —
Factors Affecting Our Financial Condition and Results of Operations — Fluctuations in foreign
currency exchange rates” for details of analysis of the impact of currency exchange rate
fluctuations on our business.
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This section sets out the summary of major laws and regulations of the PRC in
certain aspects related to our business and operation. As this section is only a summary, it
does not contain the detailed analysis of the Chinese laws related to our business and
operation.

RELEVANT LAWS AND REGULATIONS ON INCORPORATION, OPERATION AND
MANAGEMENT OF WHOLLY FOREIGN-OWNED ENTERPRISES

The establishment requirements, approval procedures, daily operation and other relevant
matters of a wholly foreign-owned enterprise shall be subject to of the Law of the People’s
Republic of China on Wholly Foreign-Owned Enterprises ({H#E A RILF1E 7NE > 2E15))
promulgated by the SCNPC on April 12, 1986 with effect from the same date and subsequently
amended on October 31, 2000, as well as the Rules for the Implementation of the Law of the
People’s Republic of China on Wholly Foreign-Owned Enterprises (H 3 A &30 [ 7 & 1>
EREMANR])) promulgated by the Ministry of Foreign Economic Relation and Trade (the
predecessor of the Ministry of Commerce) on December 12, 1990 and subsequently amended by
the State Council on April 12, 2001 and February 19, 2014.

Except provided otherwise by relevant laws or regulations on foreign investment, the
incorporation, operation and management of a company established in the PRC shall be subject
to the Company Law of the People’s Republic of China ({3 N RILFE > H]HE), the
“Company Law”) promulgated by the Standing Committee of the National People’s Congress
(the “SCNPC”) on December 29, 1993, became effective on July 1, 1994, and subsequently
amended on December 25, 1999, August 28, 2004, October 27, 2005 and December 28, 2013.

Any investment activities conducted by foreign investors in the PRC shall be subject to
the Catalogue for the Guidance of Foreign Investment Industries ({ZPMp % & i 455 H 8% ),
the “Guidance Catalogue”), the latest version of which was jointly promulgated by the
National Development and Reform Commission and the Ministry of Commerce on March 10,
2015 and came into effect on April 10, 2015. The Guidance Catalogue divides the industries for
foreign investment into three categories: (i) Encouraged Category, (ii) Restrained Category, and
(iii) Prohibited Category. Except otherwise restricted by applicable PRC laws or regulations,
foreign investors are permitted to invest in the industries that fall into the Permitted Category,
i.e., the industries not listed in the Guidance Catalogue.

RELEVANT LAWS AND REGULATIONS AGAINST UNFAIR COMPETITION

According to the Law of the People’s Republic of China against Unfair Competition
(P EE N R ILFN B A IE & 3 515 ), the “Anti-Unfair Competition Law”) promulgated by
the SCNPC on September 2, 1993 with effect from December 1, 1993, operators shall not
undermine their competitors by engaging in improper activities, including but not limited to,
market confusion, commercial bribery, misleading false publicity, infringement of trade
secrets, price dumping, illegitimate premium sale and commercial libel.

Any operators who violate the Anti-Unfair Competition Law by engaging in the

foregoing unfair competitive activities shall be ordered to cease such illegal activities, eliminate
the influence of such activities or compensate for the damages caused to any party. The
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competent supervision and inspection authorities may also confiscate the illegal gains or
impose fines on such operators. For severe cases, their business licenses may be revoked. Such
operators may even be prosecuted if the illegal activities constitute crime.

RELEVANT LAWS AND REGULATIONS ON PRODUCT QUALITY AND CONSUMER
PROTECTION

Product Quality

According to the Product Quality Law of the People’s Republic of China ({3 A &3t
I ZE - &5 ), the “Product Quality Law”) promulgated by the SCNPC on February 22,
1993 with effect from September 1, 1993 and subsequently amended on July 8, 2000, the
manufacturers shall be held responsible for the quality of their products and the sellers shall
take measures to maintain the quality of the products they sell.

Any manufactures or sellers who violate the Product Quality Law may be subject to (i)
administrative penalties including suspension of production or sale, ordered correction of
illegal activities, confiscation of products subject to illegal production or sale, imposition of
fines, confiscation of illegal gains and, in severe cases, revocation of business license, and (ii)
criminal liabilities if the illegal activity constitutes crime.

Protection of Consumers’ Rights and Interests

According to the Law of the People’s Republic of China on the Protection of Consumers’
Rights and Interests ({H#E A RILAIE T 235 i 45 (R 7875 ), the “Consumers Protection
Law”) promulgated by the SCNPC on October 31, 1993 with effect from January 1, 1994 and
subsequently amended on August 27, 2009 and October 25, 2013, operators providing
commodities or services for consumers shall observe social morality, operate in good faith, and
safeguard the consumers’ lawful rights and interests.

Under the Consumers Protection Law, operators are required to ensure that the products
produced and sold meet the requirements for safeguarding human health and ensuring human
and property safety. Failing to do so will lead to various penalties, including suspension of
production and sale, confiscation of the products and illegal earnings, imposition of fines,
revocation of business licenses, and/or even criminal liabilities.

Tort Liability

According to the Law of the People’s Republic of China on Tort Liability ({3 A 3t
B E AL 1%)) promulgated by the SCNPC on December 26, 2009 with effect from July 1,
2010, in the event of damage arising from a defective product, the infringee may seek
compensation from either the manufacturer or seller of such product. If the damage is caused by
the inherent defects of the products, the manufacturer shall be held responsible and the seller, if
having made the compensation, shall be entitled to seek reimbursement from the manufacturer.
If, on the other hand, the defects of the products are caused by the fault of the seller, the seller
shall be held responsible and the manufacturer, if having made the compensation, shall be
entitled to seek reimbursement from the seller.

69



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY OVERVIEW

RELEVANT LAWS AND REGULATIONS ON ENVIRONMENTAL PROTECTION

According to the Law of the People’s Republic of China on Environmental Protection ({713
N RS E B 5L R #7%)) promulgated by the SCNPC on December 26, 1989 with effect from the
same date and subsequently amended on April 24, 2014, the Environmental Protection Administrative
Department of the State Council is empowered to formulate the environmental quality standards and
pollutant discharge standards of the PRC at national level. The provincial, autonomous and municipal
people’s governments, subject to report for record to the Environmental Protection Administrative
Department of the State Council, may formulate local environmental quality standards and pollutant
discharge standards for the subjects not yet regulated under the respective national standards and may
formulate stricter standards for the subjects regulated under existing national standards. Enterprises
shall comply with both national and local standards.

According to the Law of the People’s Republic of China on Evaluation of Environmental
Effects ({13 A LA B BR 45 72 2451875 ) ) promulgated by the SCNPC on October 28, 2002
and implemented on September 1, 2003, the Regulations on the Administration of Construction
Project Environmental Protection ({5 IH H 3R 5 R & #A])) promulgated by the State
Council on November 29, 1998 with effect on the same date, and the Administrative Measures
for Acceptance upon Completion of Construction Project Environmental Protection ({# & JH H
5 T IR B IR GE By U /8 B F9% ) ) promulgated on December 27, 2001 and implemented on
February 1, 2002 by the State Environmental Protection Administration (the predecessor of the
Ministry of Environmental Protection), the PRC has carried out the categorized administration
for the evaluation of environmental effects of construction projects based on the extent of
effects to the environment. The construction units shall submit to the relevant administrative
departments of environmental protection the report on the environmental effects or the report
form for the environmental effects, which shall be prepared by institutions with corresponding
qualifications, or the registration form for the environmental effects as stipulated and obtain
approvals from such administrative departments prior to the construction. Environmental
protection facilities shall be designed, built and put into operation together with the whole
construction project. Upon completion of the construction projects, the construction units shall
apply to the administrative departments of environmental protection for examination and
approval of the environmental protection facilities before the construction projects can be put
into operation.

RELEVANT LAWS AND REGULATIONS ON EMPLOYMENT MATTERS

According to the Law of the People’s Republic of China on Labor ({H 3 A &350 5 45
B %)) promulgated by the SCNPC on July 5, 1994 with effect from January 1, 1995, which was
subsequently amended on August 27, 2009 and the Law of the People’s Republic of China on
Labor Contract ({13 A\ RILFE 5584 [7]%)) promulgated on June 29, 2007 with effect
from January 1, 2008 and subsequently amended on December 28, 2012, labor relationship
establishes between the employers and the employees from the date of employment. The
employers shall enter into the written labor contracts with employees. The employer shall pay
the employees, in accordance with the labor contracts and relevant laws and regulation, the
labor remuneration on time and in full amount.
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According to the Law of the People’s Republic of China on Social Insurance ({* % A &
LA B AL € R BE %)) (promulgated by the SCNPC with effect from July 1, 2011), the Decision
of the State Council on Establishing a Unified Basic Pension System for Employees Working in
Enterprises (B B BH A 6 37 %t — W0 A ZE0% LI AT 2R B il EE P2 )) (promulgated by
the State Council with effect from July 16, 1997), the Decision of the State Council on
Establishing the Urban Employees’ Basic Medical Insurance System ({[BI%5 B B 7 2 37 30 Bk
T A A B LR e il BE A P22 )) (promulgated by the State Council with effect from December
14, 1998), the Provisional Measures on Birth Insurance for Employees Working in Enterprises
(A ZEE TAE B R B AT HEE)) (promulgated by the former Ministry of Labor with effect
from January 1, 1995), the Regulations on Work-Related Injury Insurance (15 - B MA1))
(promulgated by the State Council with effect from January 1, 2004 and subsequently amended
on December 20, 2010), and the Regulations on Unemployment Insurance ({235 0R B 51))
(promulgated by the State Council with effect from January 22, 1999), employers in the PRC
shall conduct registration of social insurance with the competent authorities, and make
contributions to the basic pension insurance, basic medical insurance, work-related injury
insurance, unemployment insurance and maternity insurance for their employees. If employers
fail to pay the social insurance, other than for legitimate reasons such as force majeure, the
competent authority shall request the employers to pay the overdue payment or the deficit and
the overdue fine within a specific term. In the event of failure to make the aforesaid payment, an
additional fine may be imposed.

According to the Regulations on Management of Housing Provident Fund ({5 A& 4
E P91 ) promulgated by the State Council on April 3, 1999 with effect on the same date and
subsequently amended on March 24, 2002, the employers must register with the competent
housing provident fund management center and, upon the examination by such management
center, complete procedures for opening an account at the relevant banks for the deposit of their
employees’ housing provident fund. Employers are required to pay, on behalf of their
employees, to housing funds. In the event of any failure of the employers to register or to pay
the housing provident fund, the competent housing provident fund management center shall
request for completing the formalities or paying the overdue amount or the deficit within a
specific term. Failure to do so may result in an overdue fine.

RELEVANT LAWS AND REGULATIONS ON FOREIGN EXCHANGE

According to the Regulations on the Foreign Exchange Control of the People’s Republic
of China ({H % A R LN [ 41 [ 4 #L5 f91 ) ) promulgated by the State Council on January 29,
1996 with effect on the same date, and subsequently amended on January 14, 1997 and August
5, 2008, the foreign exchange control is divided into the foreign exchange control of the current
account items and that of the capital account items (such as domestic direct investments by
foreign investors, the issuance and trading of negotiable securities or the derivative products,
overseas borrowing and external guarantee). For the purpose of current account items,
Renminbi may be converted into foreign currencies without prior approval; however, the
foreign exchange income and expenditure of current account items shall be based on authentic
and lawful trading activities. Capital account items, on the other hand, require the prior
approval from or file for record with the State Administration of Foreign Exchange (the
“SAFE”) or its local branch, as well as registration with such competent authority, for
conversion of Renminbi into a foreign currency and remittance of the foreign currency.
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The SAFE promulgated on May 11, 2013 the Notice for the Provisions for
Administration of Foreign Exchange Relating to Inbound Direct Investment by Foreign
Investors published by the State Administration of Foreign Exchange and the package
documentation (B4 EE HE 5 B EQ 88 OB 4% & & 1 0 B4 % B AME S LR ) i E
SCHERAE D)), which standardized and simplified the foreign exchange operating procedures
and standards in terms with direct investments by foreign investors with regards to the foreign
exchange registration, the account opening and usage, the income and expenditure of the funds
and the purchase and sales of foreign exchange.

On March 30, 2015, SAFE issued the Circular on the Reforming of the Management
Method of the Settlement of Foreign Currency Capital of Foreign-Invested Enterprises ({[#%
AINRE B S5 B A A0 A P A A 3 AR AN 4 4 TS HE O A AT, or SAFE Circular 19,
which became effective on June 1, 2015. Under SAFE Circular 19, a foreign-invested enterprise
may also choose to convert its registered capital from foreign currency to RMB on
self-discretionary basis, but the use of such converted registered capital is subject to certain
limitations, including but not limited to, that a foreign-invested enterprise shall not use such
converted registered capital to provide entrusted loans or repay loans between non-financial
enterprises, or use such converted registered capital for expenditures beyond its business scope
or expenditures prohibited by PRC laws or regulations. Foreign-invested enterprises with equity
investments as their main business can use the Renminbi capital converted for equity
investments within the PRC. Ordinary foreign-invested enterprises other than the ones
mentioned above, by following the stipulated procedures under Circular 19, may use their
capital in foreign currencies or their converted Renminbi capital for equity investments within
the PRC.

RELEVANT LAWS AND REGULATIONS ON TAXES
Enterprise Income Tax

According to the Law of the People’s Republic of China on Income Tax ({1 % A [ F1
15 Fi1%)) promulgated by the SCNPC on March 16, 2007 and implemented on January 1,
2008, and the Implementation Rules for the Enterprise Income Tax Law of the PRC ({H #E A &3
R A 2E P AR BLIR B % 49]) ) enacted on December 6, 2007 by the State Council and became
effective on January 1, 2008 (collectively, the “EIT Law”), enterprises as taxpayers are divided
into resident enterprises and non-resident enterprises. According to the EIT Law, resident
enterprises are defined as enterprises that are established in the PRC in accordance with PRC laws,
or that are established in accordance with the laws of foreign countries but whose actual or de facto
control entity is within the PRC. Non-resident enterprises are defined as enterprises that are set up
in accordance with the laws of foreign countries and whose actual administration is conducted
outside the PRC, but (i) have entities or premises in the PRC, or (ii) have no entities or premises but
have income generated from the PRC. According to the EIT Law, foreign invested enterprises in the
PRC falls into the category of resident enterprises, which shall pay enterprise income tax for the
income originated from domestic and overseas sources at a uniform rate of 25%. Non-resident
enterprises that have establishments or premises within the PRC shall pay enterprise income tax at
a rate of 25% on its income originated from such establishment or premises and the income
generated overseas but actually related to their establishment or premises in the PRC. For the
non-resident enterprises that have no establishment or premises in the PRC, or those have
establishment or premises in the PRC but whose income has no actual relationship to such
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establishment or premises, their income originated from the PRC shall be subject to withholding
enterprise income tax at a tax rate of 10%. According to the EIT Law, dividends paid to foreign
investors of foreign-invested companies are subject to withholding tax at a rate of 10%, unless
otherwise provided in the relevant tax agreements entered into with the central government of the
PRC. According to the Arrangement between the Mainland of China and Hong Kong Special
Administrative Region on the Avoidance of Double Taxation and Prevention of Fiscal Evasion with
Respect to Taxes on Income (€ AV A7 i 4 Al 47 IR 150 B 7 3 Jor 75 ek G B 0 4803 R B L s i
()% HE)), if an enterprise in Hong Kong directly holds at least 25% of the equity of an enterprise in
the PRC, then the withholding tax rate shall be 5% for the dividends distributed by the enterprise in
the PRC to the enterprise in Hong Kong.

Dividend Tax

Pursuant to the Circular of the State Administration of Taxation on Relevant Issues
relating to the Implementation of Dividend Clauses in Tax Agreements (2 <8 5 48 )5 BE 7> 4
TR I 2 B G 3K A B ] JE 38 1)), which was promulgated by the State Administration
of Taxation and became effective on February 20, 2009, all of the following requirements shall
be satisfied in order to enjoy the preferential tax rates provided under a tax agreement: (i) the
tax resident that receives dividends shall be a company as provided in the tax agreement; (ii) the
equity interests and voting shares of the PRC resident company directly owned by the tax
resident reaches the percentages specified in the tax agreement; and (iii) the equity interests of
the PRC resident company directly owned by such tax resident at any time during the twelve
months prior to receiving the dividends reach a percentage specified in the tax agreement.

According to the Administrative Measures for Non-resident Enterprises to Enjoy
Treatments under Tax Treaties (Trial) (IE & B = 2B Wi & 78 & #HEE GL4T) )), which
came into effect on October 1, 2009, if a non-resident enterprise that receives dividends from a
PRC resident enterprise wishes to enjoy the preferential tax treatments under the tax
agreements, it shall submit an application for approval to the competent tax authority.

Value-added Tax

According to the Interim Regulations of the People’s Republic of China on Value-Added
Tax ({H A R AL B 34 (E R 1748 61)) promulgated by the State Council on December 13,
1993 with effect from January 1, 1994 and subsequently amended on November 10, 2008 and the
Detailed Rules for the Implementation of the Provisional Regulations of the PRC on Value-added
Tax (Revised in 2011) (<2 A R 3 AN 0 1 (B W 47 M 07 B Bt 40 H) (20 1 14R 1B 3T) D)
promulgated by the Ministry of Finance and the State Administration of Taxation on December 15,
2008 and amended and came into effect on November 1, 2011 (collectively, the “VAT Law”), all
enterprises and individuals that engage in the sale of goods, the provision of processing, repair and
replacement services, and the importation of goods within the territory of the PRC shall pay
value-added tax at the rate of 17%, except when specified otherwise.
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RELEVANT LAWS AND REGULATIONS ON INTELLECTUAL PROPERTIES
Patent

According to the Patent Law of the PRC ({3 A RILFIE HF]iL)) which was
promulgated on March 12, 1984 and came into effect on April 1, 1985 and was subsequently
amended on September 4, 1992, August 25, 2000 and December 27, 2008, respectively, patent
protection is divided into three categories: (i) Invention patent, (ii) Utility Model patent and
(ii1) Design patent. According to the Patent Law of the PRC, after the grant of the patent right
for an invention or utility model, except where otherwise provided for in the Patent Law, no
entity or individual may, without the authorization of the patent owner, exploit the patent, that
is, make, use, offer to sell, sell or import the patented product, or use the patented process, or
use, offer to sell, sell or import any product which is a direct result of the use of the patented
process, for production or business purposes. After a patent right is granted for a design, no
entity or individual shall, without the permission of the patent owner, exploit the patent, that is,
for production or business purposes, manufacture, offer to sell, sell, or import any product
containing the patented design. Where the infringement of a patent is decided, the infringer
shall, in accordance with the regulations, undertake to cease the infringement, take remedial
action, and pay damages, etc.

Trademark

The Trademark Law of the PRC ({1 % A RILFIE L)) was promulgated on
August 23, 1982 and came into effect on March 1, 1983 and was subsequently amended on
February 22, 1993, October 27, 2001 and August 30, 2013 respectively. Pursuant to the
Trademark Law of the PRC, the right to exclusive use of a registered trademark shall be limited
to the trademark which has been registered and to commodities on which the use of a trademark
has been approved. The period of validity of a registered trademark shall be ten years
commencing from the day the registration is approved. If a registrant needs to continue to use
the registered trademark after the period of validity, an application for renewal of registration
shall be made within twelve months before the expiration. The period of validity for each
renewal of registration shall be ten years. Any of the following acts shall be an infringement
upon the right to exclusive use of a registered trademark: (i) using a trademark which is
identical with a registered trademark on the same kind of commodities without a license from
the registrant of the registered trademark; (ii) using a trademark which is similar to a registered
trademark on the same kind of commodities, or using a trademark that is identical with or
similar to the registered trademark on similar goods without a license from the registrant of the
registered trademark, which is likely to cause confusion; (iii) selling commodities that infringe
upon the right to exclusive use of a registered trademark; (iv) counterfeit or unauthorized
production of the label of another’s registered trademark, or sale of any such label that is
counterfeited or produced without authorization; (v) changing a registered trademark and
putting the commodities with the changed trademark into the market without the consent of the
registrant of the registered trademark; (vi) providing, intentionally, convenience for activities
infringing upon others’ exclusive right of trademark use, and facilitating others to commit
infringement on the exclusive right of trademark use; or (vii) causing other damage to the right
to exclusive use of a holder of a registered trademark.
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The registrant of a registered trademark may license others to use its registered
trademark through the trademark license agreement. Where the registered trademark is
licensed, the name of the licensee and manufacturing location shall be indicated on the product
with the licensed registered trademark. The trademark license agreement shall be filed with the
State Trademark Office for record.

Relevant Laws and Regulations on Handling Illegal Constructions Left over from the
Process of Rural Urbanization

In order to address the issue of illegal constructions due to historical reasons such as
rural urbanization, local government of the Shenzhen Municipality has promulgated a series of
laws and regulations to identify and handle illegal constructions in Shenzhen. Pursuant to the
Decision for Handling Illegal Constructions Left over from the Process of Rural Urbanization
(KB R 3k T Al JRE sk 238 B8 7R VA B SR W I B PR ZE ), the “Decision”) issued by the Standing
Committee of the Shenzhen Municipal People’s Congress and came into effect on May 27,
20009, illegal constructions built between March 5, 1999 and October 28, 2004 in Shenzhen, and
those built between October 28, 2004 and the date of effect of the Decision, i.e. May 27, 2009,
without approvals from relevant district governments, might be considered as illegal
constructions left over from the process of rural urbanization (the “Historical Illegal
Constructions”). Such Historical Illegal Constructions will be subject to the handling by the
Shenzhen Government by ways of confirming ownership, demolishing, expropriating or
granting temporary use of the properties.

According to the Decision, the Shenzhen Government will conduct general survey on
Historical Illegal Constructions. Only those recorded in such survey might be confirmed
ownership pursuant to the Decision. The Decision requires the parties who built or manage the
Historical Illegal Constructions to report such constructions to the relevant sub-district office
where such constructions are located within the time limit set forth in the Decision. Those not
reported within the time limit will be demolished or expropriated after the survey on Historical
Illegal Constructions mentioned-above is finalized.

The Shenzhen Government further promulgated the Pilot Measure for the
Implementation of the Decision on December 30, 2013, which came into effect on April 1, 2014,
stipulating the review procedures in confirming ownership of the Historical Illegal
Constructions in the pilot areas determined by the Shenzhen Government.
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OVERVIEW

We are a leading global intimate wear company that innovates, designs and manufactures
a wide range of intimate wear and functional sports products for global leading brands through
an IDM business model. Our Company was incorporated in the Cayman Islands on September
21, 2010 and is the holding company of our Group.

Our founder and a Controlling Shareholder, Mr. Hung, first became involved in
manufacturing of shoulder pads in 1985. Our current business as an intimate wear manufacturer
was started in 1998, when Mr. Hung changed focus from manufacturing shoulder pads, which
were experiencing a decline in demand during the late 1990s as shoulder pads became less and
less fashionable, and set up production facilities in Shenzhen to manufacture bra pads by
leveraging on the molding technology and other know-how he had accumulated from
manufacturing shoulder pads.

We introduced computer-aided mold design technology in 1999, which started over
development of IDM business model. This IDM business model has propelled our rapid
development into the world’s largest bra manufacturing company based on production volume
in 2014, according to the Frost & Sullivan Report. The IDM business model, unlike traditional
OEM or ODM business models which only focus on certain stages of the production process,
starts from product conceptualization and focuses on every segment of the overall industry
value chain. In the same year, we began to develop business relationships with leading global
brands. We started mass-producing bras, panties and shape wear in 2008; and, sports products,
such as sports bras, functional seamless sportswear and wearable related sports products in
2011. We officially commenced production of the Speedform sports running shoes series in
2013.

We manufacture a range of intimate wear products, which include bras, sports bras, bra
pads, panties and shape wear, and functional sports products, which include sports shoes,
functional seamless sportswear and wearable related sports products. Unlike the traditional
OEM or ODM business models, which only focus on certain stages of the production process,
we differentiate ourselves by providing customers with high value-added and integrated IDM
services ranging from product concept design, material and technological development,
specification design to high-quality production.
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BUSINESS MILESTONES

The following is a summary of key milestones in our history:

Year

1998

1999

2000

2003-2004

2006

2007

2008

2010

2011

2013

2014

Major Events

RMI HK established in Hong Kong with a focus on bra pads production

We introduced computer-aided mold design technology which
transformed the traditional hand-made mold. This new technology
increased the precision of the mold and quality of the products and has
been applied extensively throughout the entire intimate wear industry. As
a result of the introduction of this new technology, we embarked on our
IDM business model

In collaboration with one of our customers, we developed bra pads with a
built-in oil bag

We introduced 3D hemming technology and hot melt adhesive technology
which are unprecedented in the intimate wear industry

We launched hot-pressed integrated one-piece bra
We were granted the Enterprise Award jointly presented by DHL and
South China Morning Post for excellence in innovation, research and

development

Our Chairman Mr. Hung was awarded with “Young Industrialist Awards of
Hong Kong” by the Federation of Hong Kong Industries

We expanded our production facilities in Shenzhen and officially
commenced our mass production of bras, panties and shape wear

We received the Femmy Award granted by the U.S. Underfashion Club

We were certified as a municipal research and development center
(Technology Center) by the Shenzhen municipal government

We were granted a national laboratory certificate (% & 5§ % 58 vl 75 &)
by the China National Accreditation Service for Conformity Assessment

(42 A B KRR T B )

We commenced our sports bra and sportswear business with Under
Armour

We began jointly developing the Speedform sports running shoes series
with Under Armour

Speedform sports running shoes officially commenced production

Speedform sports running shoes received the German reddot award 2014
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DEVELOPMENT OF OUR GROUP STRUCTURE

The following chart sets forth the corporate structure as of the Latest Practicable Date:

Mr. Hung

‘ 100%

20%

Regent Marvel
(BVI)
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(Cayman Islands)

‘ 100%
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100%

100%

100%
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RMI Vietnam BVI
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RMI Vietnam HK
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RM Shenzhen
(PRC)

RMI Vietnam
(Vietnam)
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Establishment of our Company, RMIH BVI and Regent Marvel

(1) Our Company

Our Company was incorporated in the Cayman Islands as an exempted company with
limited liability on September 21, 2010 and became the holding company of our Group on April
18, 2011, when Mr. Hung transferred his entire interest in RMIH BVI to our Company.

On June 30, 2011, our Company underwent a capital increase, pursuant to which Mr.

Hung injected US$65,730,386 into our Company, and our Company continued to be wholly
owned by Mr. Hung.
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(2) RMIH BVI

RMIH BVI was incorporated in the BVI on March 30, 2007 by Mr. Hung. It first acted as
the holding company of RMIG HK and Honour First HK and then became the intermediate
holding company of our Group when Mr. Hung transferred his entire interest in RMIH BVI to
our Company on April 18, 2011 at a consideration of US$1.00. Subsequently, on June 30, 2011,
RMIH BVI underwent a capital increase, pursuant to which our Company injected
US$65,730,386 into RMIH BVI, and RMIH BVI continued to be wholly owned by our
Company.

RMIH BVI is currently the holding company of our subsidiaries in Hong Kong, PRC,
BVI and Vietnam.

(3) Regent Marvel

Regent Marvel was incorporated in the BVI on June 2, 2015 by Mr. Hung to act as a
holding company of part of his interest in our Company. On June 3, 2015, Mr. Hung transferred
80% equity interest in our Company to Regent Marvel at a consideration of US$80.

Our Principal Operating Subsidiaries
(1) RMI HK

RMI HK is our first operating subsidiary. It was established in Hong Kong on May 20,
1998 by Mr. Hung and Mr. Tam Wing Cheong, who held 80% and 20% equity interest,
respectively, upon its incorporation. Mr. Tam Wing Cheong has been our employee since
October 2002, and acted as the trustee of Mr. Hung and held the shares in RMI HK for and on
behalf of, and subject to the directions of Mr. Hung. The trust arrangement was put in place to
meet the legal requirements at that time that a Hong Kong company must have a minimum of
two shareholders.

The principal activity of RMI HK is the manufacture and sale of bra pads. RMI HK
started the development of IDM business model in 1999 and carried out its manufacturing
activities through Red Star Shun Cheong Shoulder Pad Factory (Shenzhen) Limited (4L 215 &
T R (I A FRZA ) (“Shun Cheong Factory”) from 1999 to 2003, and Shenzhen Baoan
Gongming Yulv Regina Miracle Intimate Apparel Factory (GEIITHE %A ERMEZIRN
K ) (“RM Intimate Apparel Factory”) from September 2003 to August 2014, which were
used as our in-house processing plants pursuant to contract processing agreements (Shun
Cheong Factory and RM Intimate Apparel Factory, collectively the “Previous Bra Processing
Facilities”). RMI HK started manufacturing bra pads through its wholly-owned subsidiary, RM
Shenzhen in August 2014.

On June 24, 1999, Mr. Tam Wing Cheong transferred a 4% interest in RMI HK to Mr.
Hung at a consideration of HK$1.0 and a 16% interest in RMI HK to Ms. Sze Shui Ling, Mr.
Hung’s niece, at a consideration of HK$1.0 at Mr. Hung’s instructions. Subsequent to the
transfer, Mr. Hung owned 84% of RMI HK and Ms. Sze Shui Ling owned 16% of RMI HK, and
Ms. Sze Shui Ling took up the role of trustee for Mr. Hung in place of Mr. Tam Wing Cheong.
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On January 22, 2002, RMI HK underwent a capital increase, pursuant to which Mr. Hung
and Ms. Sze Shui Ling (acting on behalf of Mr. Hung) injected HK$4.8 million into RMI HK,
following which Mr. Hung and Ms. Sze Shui Ling owned 96% and 4% of RMI HK, respectively.

On November 10, 2004, Ms. Sze Shui Ling transferred a 2% interest in RMI HK to Mr.
Hung at a consideration of HK$100,000 at Mr. Hung’s instructions, following which Mr. Hung
and Ms. Sze Shui Ling owned 98% and 2% of RMI HK, respectively. Subsequently, on
December 17, 2004, Ms. Sze Shui Ling transferred the remaining 2% interest in RMI HK to Ms.
Choy King Ngor (“Mrs. Hung”), Mr. Hung’s spouse, at a consideration of HK$100,000 at Mr.
Hung’s instructions, following which Mr. Hung and Mrs. Hung owned 98% and 2% of RMI HK,
respectively. Mrs. Hung took up the role of trustee for Mr. Hung in place of Ms. Sze Shui Ling.

On June 15, 2005, RMI HK underwent a capital increase, pursuant to which Mr. Hung
and Mrs. Hung (acting on behalf of Mr. Hung) injected HK$5.0 million into RMI HK, following
which Mr. Hung and Mrs. Hung continued to own 98% and 2% of RMI HK, respectively.

On June 30, 2011, in order to implement a new corporate structure and to insert RMIH
BVI as an intermediate holding company, the issued shares of RMI HK were converted into
non-voting deferred shares and, on the same date, RMIH BVI subscribed for 100 newly issued
ordinary shares of RMI HK at a consideration of HK$100. Subsequently, on December 30,
2011, RMI HK repurchased all of the non-voting deferred shares held by Mr. Hung and Mrs.
Hung at a total consideration of HK$10,000,000. As a result of these transactions, RMT HK
became the wholly-owned subsidiary of RMIH BVI and there have been no changes in
shareholdings since then.

2) RM Shenzhen

RM Shenzhen was established in PRC on April 17, 2014 as a wholly foreign-owned
enterprise by RMI HK, and took over the business of RM Intimate Apparel Factory in August
2014. RM Shenzhen has an initial registered capital of HK$20 million, the entire amount of
which was contributed in cash by RMI HK and there have been no changes in shareholdings
since its incorporation.

(3) RMIG HK

RMIG HK was established in Hong Kong on November 14, 2005 by Mr. Hung. The
principal activity of RMIG HK is trading bras, panties and sports products manufactured by
RMIA Shenzhen.

On May 7, 2007, Mr. Hung transferred all his equity interest, being 5,000,000 shares in
RMIG HK to RMIH BVI at a consideration of HK$5.0 million. There have been no changes in
shareholdings since then.

(4) RMIA Shenzhen

RMIA Shenzhen was established in PRC on February 6, 2006 by RMIG HK to
manufacture bras, panties and sports products for RMIG HK.
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RMIA Shenzhen has undergone several capital increases and, as of the Latest Practicable
Date, has a registered capital of HK$300 million. RMIA Shenzhen has been wholly-owned by
RMIG HK since its incorporation.

(5) Honour First HK

Honour First HK was established in Hong Kong on July 5, 2005. Mr. Hung purchased
one share from the subscriber at a consideration of HK$1 on July 18, 2005 and, on the same
date, Mr. Hung and Mrs. Hung subscribed 7,999 shares and 2,000 shares at a consideration of
HK$7,999 and HK$2,000, respectively. Subsequently, on March 29, 2010, Mr. Hung and Mrs.
Hung transferred their entire interest in Honour First HK to RMIH BVI. There have been no
changes in shareholdings since then.

The principal activity of Honour First HK is to provide trading services for and received
commission from some of our specific U.S. customers.

(6) RM Management

RM Management was established in Hong Kong on April 14, 2015 and has been
wholly-owned by RMIH BVI since incorporation. RM Management is an investment holding
company and has not carried on any business as of the Latest Practicable Date.

Recent Expansion of in the PRC and Vietnam

Since the start of our Track Record Period on April 1, 2012, we have continued to expand
our manufacturing capabilities. We first embarked on building new manufacturing facilities in
Vietnam and then in Suzhou City, Jiangsu Province, China. The corporate development of our
Vietnam and Suzhou facilities are set out below:

Vietnam

We established RMI Vietnam in Vietnam on March 20, 2014 as our wholly-owned
subsidiary to act as the Group’s operating subsidiary for the Vietnam facilities. RMI Vietnam is
held by RMI Vietnam HK, our wholly-owned subsidiary, which is in turn held by RMI Vietnam
BVI, which is wholly-owned by RMIH BVI. RMI Vietnam BVI was established in the BVI on
July 12, 2007 and RMI Vietnam HK was established in Hong Kong on March 28, 2006. They
became our wholly-owned subsidiaries on November 28, 2013 and December 11, 2013,
respectively. RMI Vietnam has not commenced production as of the Latest Practicable Date.

Suzhou

We established RMI Suzhou in the PRC as a wholly foreign owed enterprise on January
26, 2015 as our wholly-owned subsidiary to act as the Group’s operating subsidiary for future
expansion in Suzhou. RMI Suzhou is held by RMIG Suzhou HK, our wholly-owned subsidiary,
which is in time held by RMIG Suzhou BVI, which is wholly-owned by RMIH BVI. RMIG
Suzhou BVI was established in the BVI on August 7, 2014 and RMIG Suzhou HK was
established in Hong Kong on October 6, 2014. RMI Suzhou has not commenced business
operation as of the Latest Practicable Date.
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CORPORATE STRUCTURE

The following chart sets forth our shareholding structure immediately after the
completion of the [REDACTED] and the Capitalization Issue, assuming that the
Over-allotment Option is not exercised:
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OVERVIEW

We are a leading global intimate wear company that innovates, designs and manufactures
a wide range of intimate wear and functional sports products for leading global brands through
an IDM business model. Our IDM business model has spearheaded our rapid development into
the world’s largest bra manufacturing company based on production volume in 2014, according
to the Frost & Sullivan Report. We offer a range of intimate wear products, which include bras,
sports bras, bra pads, panties and shape wear, and functional sports products, which include
sports shoes, functional seamless sportswear and wearable related sports products.

Unlike the traditional OEM or ODM business model, which only focuses on certain
stages of the production process, we are able to provide our customers with high value-added
and integrated IDM services ranging from product concept design, material and technological
development, specification design to production. By having an edge on developing and
integrating innovative technologies, equipment and materials across multiple industries, our
IDM business model constantly results in breakthroughs in product technology, structure and
functional design so as to provide innovative products that meet our customers’ needs and lead
the development of the industry. We believe that our IDM business model gives us a competitive
advantage at the front-end for the industry value chain which makes us a value-creator and
enables us to become a driving force for developing new products and breakthrough
technologies.

As an IDM company, we are not only a key supplier to our major customers but also their
product research and development partner. Our major customers include many leading global
brands, including Victoria’s Secret owned by LBrands; Bali and Maidenform owned by Hanes
Brands; and Calvin Klein and Warner’s owned by PVH, in the intimate wear industry, and VSX;
adidas and Reebok owned by adidas Group; Under Armour owned by Under Armour; and
Champion owned by Hanes Brands, in the sporting goods industry. Most of our major intimate
wear brand partners have been associated with us for more than ten years. In particular, our
15-year relationship with LBrands has been mutually beneficial. Globally, we are one of
LBrands’ largest suppliers of intimate wear, and also closely partner with them from concept
design through product design and development, to the final delivery of high-quality products.

We believe our strong research and development capabilities are critical to successfully
building and maintaining our leading market position globally. We focus on developing the
functionality of our products, and in addition to closely monitoring the trend of technological
revolutions across different industries, we also strive to integrate industry resources, up- and
down-stream, in order to create a win-win for our partners and ourselves. According to the Frost
& Sullivan Report, many mainstream engineering skills or widely used technologies in today’s
intimate wear industry were originally developed or implemented by us. Moreover, we also
jointly developed many products with major leading global intimate wear brands. Backed by
our innovation and research and development capabilities, expertise and core technologies
accumulated in the production of intimate wear, we are able to generate and realize innovative
ideas across multiple industries and product lines, which allows us to successfully and
strategically expand our product categories. Our product portfolio has expanded from intimate
wear to functional sports products, such as sports shoes, functional seamless sportswear and
wearable related sports products.

We plan to continue to expand our product portfolio and solidify and strengthen the
relationships with our brand partners. Furthermore, we plan on continuing to capture growth
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opportunities and expand our market share through strategic expansion of our manufacturing
capacities in multiple regions. We are in the process of establishing an additional two
production facilities in the VSIP in Hai Phong, Vietnam. We plan to begin constructing another
production facility in the VSIP in Hai Phong, Vietnam in 2016. We also plan to establish new
production facilities in Hai Duong Province, Vietnam, and in Wujiang, Suzhou, Jiangsu
Province, China. These additional production facilities will expand our manufacturing
capacities in order to support our rapid business growth.

Benefiting from the competitive advantages by being an IDM company as well as our
experienced, innovative and professional management team with an entrepreneurial spirit, we
had significant revenue and profit growth during the Track Record Period. Our revenue
increased from HK$2,903.3 million in Fiscal 2013 to HK$3,803.0 million in Fiscal 2014, and
further to HK$4,192.0 million in Fiscal 2015, representing a CAGR of 20.2% from Fiscal 2013
to Fiscal 2015. Our adjusted profit increased from HK$112.7 million in Fiscal 2013 to
HK$208.3 million in Fiscal 2014, and further to HK$335.2 million in Fiscal 2015, representing
a CAGR of 72.4% from Fiscal 2013 to Fiscal 2015.

OUR COMPETITIVE STRENGTHS

We believe the following competitive strengths differentiate us from other industry
participants, have contributed to our success and will continue to enable us to increase our
market share and capture future growth opportunities:

We are the largest bra manufacturing company globally and by leveraging our innovation
advantages, we have quickly grown into a trend-setting IDM company

We are a leading global intimate wear company that innovates, designs and manufactures
a wide range of intimate wear and functional sports products for leading global brands through
an IDM business model. Our IDM business model has spearheaded our rapid development into
the world’s largest bra manufacturing company based on production volume in 2014, according
to the Frost & Sullivan Report. We offer a range of intimate wear products, which include bras,
sports bras, bra pads, panties and shape wear, and functional sports products, which include
sports shoes, functional seamless sportswear and wearable related sports products.

We are able to provide our customers with high value-added and integrated IDM services
ranging from product concept design, material and technological development, specification
design to production. By having an edge on developing and integrating innovative technologies,
equipment and materials across multiple industries, our IDM business model constantly results
in breakthroughs in product technology, so as to provide innovative products that meet our
customers’ needs and lead the development of the industry. We believe that our IDM business
model gives us a competitive advantage at the front-end of the industry value chain which
makes us a value-creator and enables us to become a driving force for developing new products
and break-through technologies.
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Our IDM business model enables us to:
. develop break-through products to lead the industry;

. focus on developing the functionality of our products, and integrate industry
resources, up- and down-stream, in addition to closely monitoring the trend of
technology revolutions across different industries;

. provide our brand partners with high value-added and integrated services;

. rely on our strong research and development capabilities and utilize technologies
across multiple industries to successfully expand our product offerings; and

. consistently be a first mover in launching new technologies that influence the
industry and develop our intellectual property portfolio which provides us with
significant competitive advantages and creates a barrier to entry for our
competitors.

We were certified as a municipal research and development center (Technology Center)
by the Shenzhen municipal government in 2011. We were granted a national laboratory
certificate (B % & B % 58 1] % #) by the CNAS in 2011. We also were recognized as a high and
new technology enterprise by the Shenzhen municipal government in 2007.

In recognition of our continuous technological breakthroughs and innovative products in
the industry, we received the German reddot award 2014 and the Femmy Award by the U.S.
Underfashion Club in 2010. We were granted the Enterprise Award jointly presented by DHL
and South China Morning Post in 2006 for excellence in innovation, research and development.
In addition, we also are consistently recognized by our customers. We were granted the Apparel
Rookie of the Year Award presented by Under Armour in 2011, and the PVH Product Innovation
Award presented by PVH in 2012 and 2014.

We possess pioneering innovation and research and development capabilities which enable
us to continuously introduce best-selling products

Our core management philosophy is that “innovation will bring us more opportunities
and more opportunities will bring us growth together”. Our IDM business model enables us to
generate innovative ideas across multiple industries and product lines. Moreover, it also enables
us to integrate resources from up- and down-stream aspects of the industry and to take part in
key stages within the industry’s value chain in relation to research and development. We focus
on developing the functionality of our products, and thus we are able to develop break-through
products for our customers and lead the industry.

According to the Frost & Sullivan Report, many mainstream engineering skills or widely
used technologies in today’s intimate wear industry were originally developed or implemented
by us, including the CAD/CAM technologies, 3D hemming skill, hot melt adhesive technology,
injection molding technology and 3D printing technology. These technologies can effectively
solve issues frequently encountered in the traditional production process, enhance the
appearance and comfort of bras or improve the traditional manufacturing method and are
important milestones of our cross-industry innovations.
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In addition, we have jointly developed new raw materials with well-known suppliers in

the intimate wear industry, including Inoac, Best Pacific and Pacific Textiles while, at the same

time, working together with other raw material suppliers such as world-renowned chemical

engineering companies Henkel and Bluestar, to develop innovative functional materials and

application solutions. Some of these materials are exclusive for our use only. Such

collaborations effectively differentiate our products from those of our competitors.

Inoac. In 2013, we jointly developed AIR foam with the Japanese firm Inoac.
This new material is 70% lighter than traditional foam and provides full support
without adding extra weight.

Henkel. In 2011, we and Henkel jointly developed the application solution to
utilize the HM-388 holt-melt glue in the production process of intimate wear. The
HM-388 holt-melt glue has advantages of high elasticity and breathability,
extreme softness and great anti-yellowing capability. It effectively replaces the
traditional solvent-based glue and is more environment-friendly.

Best Pacific. In 2009, we and Best Pacific jointly developed the 100% spandex
fabric which is used in our seamless bras. This type of fabric is highly elastic,
closer fit to body and traceless, and successfully replaces the traditional elastic.

Bluestar. In 2012, we and Bluestar jointly developed the silicone which is used in
our bra pads. This material provides a natural skin-like touch with extra softness
and comfort.

As a result of our strong research and development capabilities and utilization of

technologies across multiple industries, we are able to continuously develop and launch
innovative products which can meet consumer demand. We have developed the following key
products for a number of internationally recognized brands:

Warner’s Unbelievable collection. We developed wireless bras by replacing steel
with 3D plastic materials with an aim to providing consumers with extra comfort.

Maidenform’s Comfort Devotion collection. In 2012, we applied the extra soft
foam with brushed fabric and developed the Comfort Devotion collection for
Maidenform, which also is among their best selling collections of bras.

Under Armour’s speedform sports running shoes series. In 2011, we began
jointly developing the speedform sports running shoes series with Under Armour
which are innovative in craftsmanship, product appearance and improved
comfortability and have been warmly received by the market since their launch in
2013.

Reebok’s Cross fit sports bra and sportswear series. Since 2013, we have
implemented seamless adhesive and screen print technologies to develop a series
of close-fitting functional sportswear for Reebok which carries the features of
high breathability, snug-fitting and high elasticity.
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We place great emphasis on the research and development of new technologies and
product innovations, as well as the protection of our intellectual property rights. As of the Latest
Practicable Date, we have received a total of 85 issued patents (including 26 in the U.S., 21 in
the PRC and 38 in other countries and regions) and 32 pending patent applications. Most of our
patents are invention patents and utility model patents. We believe that our strong intellectual
property portfolio enables us to maintain our leading market position.

Strategic cooperation with leading global brands and quality customers are cornerstones
of our success

We design, develop and manufacture intimate wear and functional sports products for a
broad customer base which includes many of the world’s leading brand owners. As we have
continuously focused on innovation and developed high value-added products that set out to
meet consumer demand, we have been able to boost our customers’ sales, thereby creating a
win-win situation for our high-quality customers and ourselves, and solidifying our
collaborative relationships with them. According to the Frost & Sullivan Report, the leading
brand owners in the U.S., UK and Japanese intimate wear markets include LBrands, Hanes
Brands, PVH, Marks & Spencer PLC and Wacoal Holding Corp. All of these companies are our
customers. In particular, according to the Frost & Sullivan Report, in the U.S. intimate wear
market, our customers together accounted for 40.5% of the market share based on the retail
sales value in 2014.

Our key customers include:

. Intimate wear brands: Victoria’s Secret owned by LBrands; Bali and Maidenform
owned by Hanes Brands; and Calvin Klein and Warner’s owned by PVH.

. Sporting goods brands: VSX; adidas and Reebok owned by adidas Group; Under
Armour owned by Under Armour; and Champion owned by Hanes Brands.

Most of our major intimate wear brand customers have been associated with us for more
than ten years. In particular, our 15-year relationship with LBrands has been mutually
beneficial. Globally, we are one of LBrands’ largest suppliers of intimate wear, and also closely
partner with them from concept design through product design and development, to the final
delivery of high-quality products. We provide LBrands with high value-added and integrated
solutions for the design and manufacture of products, including the research and development
of the structure, functionality, raw materials and engineering skills of products. We also
recommend high-quality suppliers to LBrands as part of our collaborative process. Over the
years, many of its best-selling products have been developed by us.

Although we have entered into the sporting goods industry for only a few years, by
leveraging our strong innovation and research and development capabilities, we have developed
stable relationships with some internationally recognized sports brands. In particular, we have a
strong relationship with Under Armour. Working together with Under Armour, we jointly
developed the award-winning Speedform sports shoes, which are innovative in terms of their
craftsmanship, product appearance and improved comfortability. These shoes have been highly
regarded by the market since their launch.
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We have been careful in selecting customers and focused on product innovations, both of
which are foundations for our continuous mutual growth. The business of our key customers has
been growing, which in return enables us to grow in parallel with them. Based on our
experience, when our customers decide to expand their product offerings, they are willing to
choose to work with us. In recognition of our innovation capabilities and mature manufacturing
skills, our collaboration with Under Armour, initially starting with sports shoes, has also
expanded into wearable related sports products. In addition, these collaborations have further
strengthened our skill sets and experience in product functional and performance design,
research and development, and thus have enhanced our competitiveness. We believe that such
mutually beneficial relationships will continue to strengthen our market presence and our
competitive position globally.

Our innovation and research and development capabilities enable us to successfully
expand our product lines into functional sports products

As an IDM company, supported by our comprehensive innovation and research and
development capabilities and core technologies accumulated in the production of intimate wear,
our product portfolio has expanded from intimate wear to sports bras, and further to functional
sports products, such as sports shoes, functional seamless sportswear and wearable related
sports products.

The launch of sports bras is an important milestone in the expansion of our product
portfolio. The demand for high-quality sports bras has been increasing throughout the years,
and armed with our thorough understanding of comfort and functional requirements of intimate
apparel, we developed several innovative sports bras for our customers in 2011. Moreover, we
have successfully entered into the sports shoes market that has a huge market size. The popular
Speedform running shoes of Under Armour are another achievement of the expansion of our
product portfolio. In addition, we started to cooperate with wearable electronic device
companies to commence our business in wearable related sports products. The following chart
sets forth the achievements of the expansion of our product portfolio. See “— Our Products”
below for pictures of our functional sports products.

Product Brand Series Technology/Importance

Sports Bras ... ... adidas Running Bra adidas’s star product
Workout Bra

Sports Shoes .. ... Under Armour Speedform The first shoe to apply 3D
molding technology to produce
a heel cup that eliminates any
stitching and is made from a
single piece of material, which
maximizes the fit and comfort
of each shoe
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Product Brand Series Technology/Importance
Functional seamless ~ Reebok CrossFit Seamless close-fitting functional
sportswear . ... . sportswear which carries the
features of high breathability,
close-fitting and high elasticity
Wearable Related Under Armour Heart rate Straps and T-shirts for use with a
Sports Product . . monitoring strap monitoring device that
and T-shirt measures heart rate during

exercise

We have an efficient and timely production control and supply chain management system

We have an integrated production control and supply chain management system under
which we closely monitor all key stages of our manufacturing processes. Such systems give us
greater control over efficiency, quality, costs, as well as the flexibility that is necessary to
respond to changing market trends and customer requirements.

. Production control system:

*  We maintain an advanced information technology platform, which integrates
the SAP enterprise resource planning system, Fast React production control
system, RFID system and GSD system, to handle matters such as order
processing, production planning, capacity analysis, WIP monitor and
delivery of products, so that we are able to effectively and efficiently
monitor, analyze and manage our inventory levels, production capacity and
quality control.

*  We are in the process of implementing the lean manufacturing system to
optimize our production process and shorten the internal lead time. We aim
to maximize our production efficiency and inventory levels by standardizing
our production process so that we can swiftly respond to changing customer
demand.

*  We have developed a complete quality management system (i.e. the RFT
system) in every stage of our operation process, from the testing of raw
materials to the manufacturing, packaging, transportation and storage
stages, all with a view to complying with customers’ highest quality
standards.

. Supply chain management system:

Over the years, we have developed and maintained close and stable relationships
with many world-renowned suppliers to ensure a steady supply of raw materials.
Helping our suppliers to progress and become more competitive so as to achieve
cooperation that leads to mutual growth has always been one of our core
strategies.

*  We arrange for our quality control staff to selectively carry out on-site
inspections of raw materials at our suppliers’ facilities before they are
delivered to us. Such arrangement allows us to take full advantage of our QI
joint inspection system and solve issues at an early stage.
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*  We evaluate our suppliers periodically based on a range of factors, including
raw material quality and the ability to meet our delivery timeline which in
turn helps us to build a fast, high-quality supply chain.

We have an experienced, innovative and professional management team with an
entrepreneurial and research and development spirit and a proven track record

We have an experienced and innovative management team with an entrepreneurial spirit,
extensive operational expertise and an in-depth understanding of our industry. Mr. Hung, our
founder and chairman, has accumulated over 16 years of experience in the industry and in 2007
was awarded with “Young Industrialist Awards of Hong Kong” by the Federation of Hong Kong
Industries. Mr. Hung focuses on technological innovation and has led the Group to introduce the
CAD/CAM technologies and other pioneering technologies in the intimate wear industry. It was
under Mr. Hung’s leadership that we grew into a trend-setting IDM company. Our IDM business
model has become the core competency of our enterprise development. Our general manager of
technology development, Mr. Huang Guoxian, and our chief research and development and
design officer, Mr. Liu Zhenqiang, each has over 16 years of experience in the intimate wear
industry. Mr. Huang invented several products, including the hot-press integrated seamless
one-piece bra. He has extensive experience in the development of new technologies.

With an average of approximately 15 years of experience in their respective fields, and
most of whom have been with us for more than ten years, members of our senior management
team have made great contributions to our Company. We share the same management
philosophy after years of cooperation. Across the organization, our management has fostered a
corporate culture of commitment to innovation, and spearheaded our rapid development into the
largest global bra manufacturing company. Our management continues to innovate and lead us
to success in the sporting goods industry. Most of the talents in our management team are
trained and promoted internally, which leads to greater employee stability and loyalty. In
addition, we place a strong emphasis on encouraging, training, and retaining our employees.
Some of the members of our product design, research and development team are recruited from
universities or institutes with which we have a long-term cooperation, and started from entry
level positions within our company. Some of them have become core members of our team. We
believe that the industry knowledge and experience of our senior management and our product
design, research and development team members have been a crucial element to our success.
Under the leadership of our management team, we believe we will continue to create value and
deliver sustainable growth for our shareholders in the future.
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OUR BUSINESS STRATEGIES

Our goals are to continue to strengthen our position as a leading global intimate wear
IDM company and to become one of the leading players in the functional sports products
industry globally. We aim to achieve these goals through the following:

Solidify and strengthen our core competitiveness of technology innovation

In order to continuously launch break-through technologies and products which
strengthen our relationships with existing brand partners, we will continue to devote substantial
resources to cross-industry and cross-product-line technology innovations and research and
development activities. Our planned initiatives in this area include the following:

. Train and recruit new talents. We intend to strengthen our existing research and
development capabilities by offering better training programs to our research and
development team, cooperating with universities to recruit additional
experienced research and development personnel and recruiting international
talents to bolster our already accomplished team.

d Strengthen the co-development relationship with raw material suppliers. We will
strengthen our co-development relationship with suppliers and jointly develop
innovative raw materials which will be used to produce high-quality products.
This will further differentiate us from our competitors and foster a barrier to
entry.

. Increase investments in new infrastructure. In order to maintain our competitive
position in the industry, we plan to continue developing or purchasing additional
computerized design system and new equipment which, we believe, can improve
our production efficiency as well as support our developing new products to
satisfy consumer demand. We also plan to upgrade our existing manufacturing
equipment tailored to different production requirements of different products so
as to increase our production efficiency.

. Protect intellectual property rights. We intend to continue making investments in
developing and patenting new technologies. We also plan to strengthen our
competitive advantages in research and development by rigorously protecting our
intellectual property and proprietary know-how.

Continue to expand our intimate wear businesses

We will continue to expand our intimate wear businesses and strengthen our market
position in the intimate wear industry. Our planned initiatives in this area include the following:

. Strengthen the competitiveness of our core products. We will continuously
maintain a close relationship with our existing brand partners. By providing
innovative products to our customers, we not only help our customers to increase
their sales revenue but also boost the shares of our products in their product lines.
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Coordinate with customers’ expansion plan. We intend to continue coordinating
with customers’ expansion plans in various geographic markets and/or brands.
We will assist our customers to develop new products in new geographic markets.
We will also assist them with product diversification to establish or maintain their
multi-brand strategy with an aim to proactively exploring and capturing growth
opportunities in different segments of the market.

Enhance our ability to deliver high value-added and integrated services. We will
continue to enhance our ability to deliver high value-added and integrated
services in areas such as continuous research and development of innovative and
high-quality products and fast product delivery, so as to strengthen our existing
relationships with our brand partners.

Further expand our product portfolio

We intend to leverage our experience and market-leading position in the intimate wear

industry to expand into functional sports products (including sports shoes, functional seamless

sportswear and wearable related sports products) industries which we believe can continue to

grow our business and broaden our customer base through diversified product portfolio. Our

planned initiatives in this area include the following:

Sports shoes. We will gradually increase the proportion of sports shoes sales as a
percentage of revenue. Different from other ordinary sports shoes manufacturers,
we will focus on developing and producing functional seamless sports shoes that
are more close-fitted to feet which rely on our innovation capabilities and mature
manufacturing skills we have accumulated through the years in the intimate wear
industry.

Functional seamless sportswear. We will continue to make use of the
technologies and development concepts accumulated during the design and
development of intimate wear to develop functional sports products that have
better comfort level so as to expand our business in this field.

Wearable related sports products. The wearable electronic technology has
become more and more popular. It has become a challenging trend within the
industry to integrate wearable electronic devices into everyday clothing. We
believe that we are able to hold onto this trend with all the skills we have
accumulated throughout the years of developing intimate wear products.
Recently, we have started to jointly develop wearable related sports products with
some of our major customers. In response to the high growing potential of
wearable sports products, we plan to strengthen our relationships with leading
high-tech companies to combine technologies and skills in the electronic and
intimate wear industries. As a result of these synergies, we plan to develop
intimate and comfortable wearable related sports products.
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Further expand manufacturing capacities in multiple regions

We plan to continue to explore and capture growth opportunities and expand our market
share through strategic expansion of our manufacturing capacities in multiple regions. In the
meantime, we plan to deploy a more robust information technology platform and
higher-efficiency production planning systems to optimize our production efficiency as well as
minimizing our inventory level. In addition, multiple facilities in different regions can help us
to diversify our risks. We plan to establish the following new facilities in addition to our
existing facilities.

. Hai Phong, Vietnam facilities. We are in the process of establishing an additional
two production facilities in the VSIP in Hai Phong, Vietnam. We plan to
manufacture bras, sports bras, bra pads and functional seamless sportswear in
these two facilities. We also plan to begin constructing another production
facility in the VSIP in Hai Phong, Vietnam in 2016. We expect these three
facilities in Hai Phong, Vietnam to commence production by the first quarter of
2016, the third quarter of 2016, and 2018, respectively.

i Hai Duong Province, Vietnam facilities. We also plan to construct an additional
one production facility in VSIP in Hai Duong Province, Vietnam, where we plan
to manufacture sports shoes. This facility is expected to commence production in
2017.

. Wujiang, Suzhou, Jiangsu Province, China facility. In order to capture the
attractive opportunities in the PRC market, we plan to construct an additional one
facility in the Wujiang National Economic and Technological Development Zone
in Jiangsu Province, China. We entered into a memorandum of understanding
with the Management Commission of the Wujiang National Economic and
Technological Development Zone in August 2014 contemplating an acquisition
of a parcel of land with an aggregate site area of 377 mu for our use for a term of
50 years. The site area of the parcel of land to be acquired will be subject to
further negotiation and confirmation of both parties.

These additional production facilities will expand our manufacturing capacities in order
to meet our rapid business growth.

As of the Latest Practicable Date, we have not identified any specific acquisition targets.
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OUR BUSINESS MODEL

We are a leading global intimate wear company that innovates, designs and manufactures
a wide range of intimate wear and functional sports products for leading global brands through
an IDM business model. Our IDM business model has spearheaded our rapid development into
the world’s largest bra manufacturing company based on production volume in 2014, according
to the Frost & Sullivan Report. We offer a range of intimate wear products, which include bras,
sports bras, bra pads, panties and shape wear, and functional sports products, which include
sports shoes, functional seamless sportswear and wearable related sports products.

We offer a high value-added and integrated design and manufacture solution for
internationally recognized intimate wear and sporting goods brands. Unlike the traditional
OEM or ODM business model, which only focuses on certain stages of the production process,
our IDM business model starts from product concept design and focuses on every segment of the
overall industry value chain. By having an edge on developing and integrating innovative
technologies, equipment and materials across multiple industries, our IDM business model
constantly results in breakthroughs in product technology, structure and functional design so as
to provide innovative products that meet our customers’ needs and lead the development of the
industry. We believe that our IDM business model gives us a competitive advantage at the
front-end of the industry value chain which makes us a value-creator and enables us to become
a driving force for developing new products and breakthrough technologies.
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The following chart illustrates our business model and the services we provide within the

industry value chain:
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As an IDM company, supported by our comprehensive innovation and research and
development capabilities and core technologies accumulated in the production of intimate wear,
we have been able to generate and realize innovative ideas across multiple industries and
product lines, which allows us to successfully and strategically expand our product categories.
Our product portfolio has expanded from intimate wear to sports bras, and further to functional
sports products, such as sports shoes, functional seamless sportswear and wearable related
sports products, as shown in the chart below:
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We pride ourselves on possessing strong design, research and development capabilities
and providing value-added services to our customers. We have been an important product
research and development partner and supplier for internationally recognized intimate wear and
sports brands with a large consumer base, including Victoria’s Secret owned by LBrands; Bali
and Maidenform owned by Hanes Brands; and Calvin Klein and Warner’s owned by PVH, in the
intimate wear industry, and VSX; adidas and Reebok owned by adidas Group; Under Armour
owned by Under Armour; and Champion owned by Hanes Brands, in the sporting goods
industry. See “— Product Functional and Performance Design, Research and Development” and
“— Sales and Marketing — Customers” below for details.

OUR PRODUCTS

Our products can be divided into three categories: (1) bras and intimate wear (including
bras, sports bras, panties, shape wear and others); (2) bra pads and other molded products; and
(3) functional sports products (including sports shoes, functional seamless sportswear and
wearable related sports products).
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The following table sets forth a breakdown of our revenue by product category, each
expressed as an absolute amount and as a percentage of our total revenue, for the periods
indicated.

Fiscal 2013 Fiscal 2014 Fiscal 2015
HK$’000 (%) HK$’000 (%) HK$’000 (%)
Bras and intimate wear . . . .. 2,029,924 69.9 2,857,426 75.1 2,941,077 70.2
Bra pads and other molded
products . . ............ 833,530 28.7 796,694 21.0 774,793 18.5
Functional sports products . . 39,819 1.4 148,851 3.9 476,139 11.3
Total ................. 2,903,273 100.0 3,802,971 100.0 4,192,009 100.0

In Fiscal 2015, the price range of our products charged to customers was HK$40 to
HK$80, HK$6 to HK$30 and HK$80 to HK$220 per piece, respectively, for bras and intimate
wear, bra pads and other molded products and functional sports products. The sales of our
products are seldom subject to seasonality.

Bras and Intimate Wear

Our bra and intimate wear product category primarily includes bras, sports bras, panties,
shape wear and others.

Bras
The following table sets forth some examples of our bras.
Major Year of
Product Customers Product Features Launch Pictures
Victoria’s Secret’s LBrands * Smooth, sexy and 2014
T-shirt Bra . . .. made to disappear
under the sheerest of
cotton
WARNER’S PVH e Replace the wire with 2013
Unbelievable plastic strips to
Unwire ...... increase the comfort
level
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Major Year of
Product Customers Product Features Launch Pictures

Comfort Devotion =~ Maidenform ¢ Significantly increase 2012
(Demi) ...... wearing comfort
through the use of a
special brush
technique which
softens surface
materials together
with the pairing of
the foam

Sports Bras

Supported by our knowledge of comfort and functional requirements of intimate apparel
accumulated in the production of intimate wear over the past fifteen years and our skill bases on
craftsmanship, materials and product structure accumulated throughout the years, we
successfully developed several sports bras which are innovative in the sports bra industry for
our customers in 2011.

Based on our experience, when our quality customers in the intimate wear industry
decide to expand their sports bra business, they typically choose to work with us, thereby
bringing us significant business opportunities. For those sports brands which did not work with
us before, considering our track record of product development with a focus on comfort and
functional requirements of intimate apparel and our technology advantages accumulated in the
production of bras, they are more willing to work with us.

The following table sets forth some examples of our sports bras.

Major Year of
Product Customers Product Features Launch Pictures
Victoria’s Secret’s  LBrands * Maximum support in 2011
Incredible size A-DDD, padded
Sports Bra . . .. straps and bands for

comfort with every
move, cushioned

underwire
Armour Bra . . . .. Under e Seamless technology 2011
Armour eliminates painful

rubbing and chafing

* Removable cup pads
which deliver support
and a streamlined
silhouette, and are
built specifically for
different sizes and
performances
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Major Year of
Product Customers Product Features Launch Pictures
Running Bra .... adidas * High support molded 2013 ﬂ

cup, different design
feature between
different cup range.
Uses a plastic wire
for larger sizes

Bra Pads and Other Molded Products

A bra pad is the major component of a bra which directly affects the functionality and
wearing comfort. In addition to finished products, i.e. bras, we also develop, manufacture and
sell bra pads to other intimate wear manufacturers for their onward sale to intimate wear brand
companies. Our other molded products primarily include molded shoe uppers for functional
sports shoes. Our molded shoe uppers are seamless, stichless, multi-functional and effectively
enhance the appearance and comfort of shoes and related products. This line of business has
been our business focus in recent years.

Functional Sports Products

We have been able to leverage existing expertise on lingerie manufacturing and expand
into adjacent product areas and to deliver break-through innovations in the sporting goods
industry. We commenced the design and manufacture of functional sports products in 2011. Our
functional sports products include sports shoes, functional seamless sportswear and wearable
related sports products. The following table sets forth some examples of our functional sports

products.
Major Year of
Product Customers Product Features Launch Pictures
SpeedForm ... .. Under * Ergonomic uppers 2013 no P
Armour and seamless heels P f

provide great support k«;____,)’ g

and coverage for the
feet

e Ultrasonic sewing
technique provides
skin-like touch and
breathable and
durable uppers
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Major Year of
Product Customers Product Features Launch Pictures

CrossFit . ...... Reebok * Graduated light 2013 T
weight compression
* Antimicrobial and
playdry
* Bonded back seams
t 'é i Ll

Going forward, we intend to leverage our experience and market-leading position in the

intimate wear industry to further expand the range of product offerings under our sports
products business so as to continue to grow our business, broaden our customer base through
diversified product portfolio, and deepen relationships with our customers.

PRODUCT FUNCTIONAL AND PERFORMANCE DESIGN, RESEARCH AND
DEVELOPMENT

Overview

We place great emphasis on innovation and research and development, as we believe that
it is the cornerstone to our competitiveness, growth and development. We believe that our focus
on product functional and performance design, research and development is key to our past and
future successes. Our IDM business model has brought us the following key competitive
advantages with respect to product functional and performance design, research and
development:

. Cross-industry innovations. We strive to develop break-through products to lead
the industry. We are able to generate, grasp and realize ideas and develop
technologies across multiple industries and product lines. Our sports shoe
products are the best examples of our success in cross-industry and
cross-product-line innovations. We believe our strong product design, research
and development capabilities are critical to successfully building and
maintaining our leading market position globally.

. Leading functional design capabilities. We focus on optimizing the functionality
of our products, and we efficiently commercialize new product functional and
performance designs. As a result, we believe that we have become an important
product development partner for our leading brand customers. As we focus on the
research and development of raw materials, functionality and comfortability, our
products can fulfill our customers’ high-quality and sophisticated requirements.
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. Integration of up- and down-stream resources. In addition to working closely
with our customers on product development, we also closely monitor the trend of
technology revolutions across multiple industries, integrate up-and down-stream
resources in the industry value chain and take part in core stages related to
research and development. We jointly develop new raw materials with
well-known suppliers in the intimate wear industry, including Inoac, Pacific
Textiles and Best Pacific while, at the same time, working together with other raw
material suppliers such as world-renowned chemical engineering companies
Henkel and Bluestar, to develop innovative functional materials and application
solutions. Some of these materials are exclusive for our use only. Such
collaborations effectively differentiate our products from those of our
competitors. See “— Suppliers and Raw Materials” for details.

We strategically focus on the design and development of high value-added products
which we believe have a higher growth potential. We interact with our customers periodically
and proactively present our latest product innovations to them. See “— Design, Research and
Development Process” below for details. In Fiscal 2013, 2014 and 2015, our research and
development costs were HK$96.4 million, HK$110.1 million and HK$125.8 million,
respectively, accounting for 3.3%, 2.9% and 3.0%, respectively, of our total revenue during the
same periods. Investments in research and development include mainly salaries and benefits for
our research personnel. We plan to continue to invest in product functional and performance
design, research and development and focus on innovations in order to remain competitive.

Our In-house Product Functional and Performance Design, Research and Development
Capability

As of the Latest Practicable Date, we had an in-house staff of approximately 900
employees in our product design, research and development department dedicated to product
development and technology advancement. We employ a dedicated product design, research and
development team for each of our major customers. We believe this arrangement ensures greater
specialization of each brand while simultaneously protecting confidentiality of each brand
customer’s trade secrets and other intellectual property rights. Our design, research and
development department is headed by our chief research and development and design officer,
who has over 16 years of experience in the intimate wear industry. He led the development of
several innovative intimate wear products. Some of the members of our product design, research
and development team are recruited from the universities or institutes that specialized in design
and manufacturing with which we have a long-term cooperation. They start from entry level
positions to pursue a promising career path with our company under a well-established talent
development and promotion system. Among these employees, some have become core members
of our team. We have a well-established internal promotion system to cultivate talents and we
are committed to proactively build talent pool to maintain our industry leading research and
development capacity in the future.

Bra cup molding is the key process in producing bras. We believe that both good CNC
milling machines and experienced bra molding designers are indispensable to assure molding
quality and cup shape conformity. As of the Latest Practicable Date, we had 79 sets of CNC
milling machines which, according to the Frost & Sullivan Report, outpaced most other bra
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manufacturers in the world. We believe experienced bra molding designers are capable of
adjusting parameters of CNC milling machines to ensure production precision and quality. As of
the same date, our in-house design, research and development department comprised
approximately 50 bra molding designers who have on average worked for us for eight years.
They have in-depth knowledge of products and have accumulated a broad range of applicable
skills. As a result, we have strong molding capabilities in the industry. In addition, over the
years, we have accumulated extensive product development database which enables us to
develop new technologies and products more efficiently.

According to the Frost & Sullivan Report, many mainstream engineering skills or widely
used technologies in today’s intimate wear industry were originally developed or implemented
by us.

. In 1999, we introduced the CAD/CAM technology which can effectively solve
issues frequently encountered in the traditional manual production process, such
as imprecision, inefficiency and inferior quality. Moreover, this new technology
can facilitate the rapid fabrication of bra cup molds. Such technology has become
the mainstream engineering skill for mid- to high-end intimate wear
manufacturers.

. In 2003, we jointly developed a hemming skill with two European suppliers to
manufacture seamless and stitchless bras. This skill can effectively enhance the
appearance and comfort of bras and has become a popular practice within the
industry.

. In 2004, we introduced the hot melt adhesive technology. Compared with the
traditional method, it is more environment-friendly and carries the advantages of
faster coating speeds, lower energy consumption and higher breathability. This
technology has been widely adopted within the industry by companies that
manufacture high-end products.

. In recent years, we also introduced the injection molding technology and 3D
printing technology, both of which are examples of cross-industry technology
transfers in the intimate wear industry.

We undertake the majority of our research and development activities in-house. We also
collaborate with our brand customers and raw material suppliers to develop new products, raw
materials or technologies. According to our arrangements with our brand customers, we retain
the proprietary right to developed patents and other intellectual property rights. We also retain
rights to self-developed patents and other intellectual properties. In addition, according to our
arrangements with our suppliers, we have the exclusive right to produce certain types of product
using the jointly developed raw material.

We were certified as a municipal research and development center (Technology Center)
by the Shenzhen municipal government in 2011. We were granted a national laboratory
certificate (| % H B % 58 Al i &) by the CNAS in 2011. We were also recognized as a high and
new technology enterprise by the Shenzhen municipal government in 2007.

In recognition of our continuous technological breakthroughs and innovative products in
the industry, we received the German reddot award 2014 and the Femmy Award by the U.S.
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Underfashion Club in 2010. We were granted the Enterprise Award jointly presented by DHL
and South China Morning Post in 2006 for excellence in innovation, research and development.
In addition, we are also consistently recognized by our customers for excellence in innovation,
research and development. We were granted the Apparel Rookie of the Year Award presented by
Under Armour in 2011 and the PVH Product Innovation Award presented by PVH in 2012 and
2014.

As of the Latest Practicable Date, we had a total of 85 issued patents globally. See “ —
Intellectual Property” for details. Among the 85 issued patents, we believe that 12 are critical to
our achievements. The following table sets forth details of our major patents.

Patent Name Features Jurisdiction Expiry Date Patent Number

Brassiere . . ... .. A one-piece molded bra U.S. January 21, 2023 7,179,150
which incorporates a
seamless breast cup
structure, providing
seamless comfort

Back wing for Apply 100% spandex to the PRC April 16, 2020 7L 201020164100.5
brassiere . . . ... back wing. Through the U.S. July 7, 2030 8,221,188

ultrasonic welding process,

it makes the back wing

smoother, more elastic,

stronger, more durable and

lighter and ensures the

wearing support and

comfort
Improved support Apply an improved support PRC February 24, ZL 201120050955.X
structure for a structure to the cup in the 2021
brassiere . . .. .. brassiere, and it is shaped Japan November 15, 3173285
to follow the lower curve of 2021

a wearer’s breasts, which Hong Kong October 27, 2019 1153345
strengthens the support for

the breasts and improves

wearer’s wearing comfort

Brassieres . ... .. Achieve different U.S. November 21, 8,388,406
composition by piecing 2031
materials together with
ultrasonic which gives
different hand feels for
different parts of the cup

Cushioned Molded brassiere cup Japan June 14, 2020 3162257
Brassiere .. ... reducing the underwire u.S. August 21, 2030 8,419,503
pressure to a wearer’s body, = Hong Kong August 7, 2020 1179461
thus enhance comfortable
feeling
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Patent Name Features Jurisdiction Expiry Date Patent Number
Breast cup Brassiere cup using gel U.S. November 3, 8,956,199

assembly and a padding which keeps a 2032

brassiere natural touch

incorporating

such a breast cup
Footwear .. ... .. New type of footwear which PRC August 29, 2021 ZL 201120318319.0

uses molded uppers. The
uppers have seamless inner
surface which is achieved
by ultrasonic and bonding.
Light, tidy and great
comfort for the wearer

Design, Research and Development Process

Our research and development process for a new product typically takes four to 12
weeks, depending on the nature of the product or technology. We are typically responsible for
the design, research and development of product functions and features while our brand
customers are typically responsible for the exterior design of products.

Our research and development process for a new product or technology is typically as
follows.

Idea Generation

Our product design, research and development department regularly holds brainstorming
sessions across different departments to collect the most updated information regarding the
market trend, raw materials, manufacturing technology, production skills, equipment and
consumer needs. With the latest information in mind, our research and development can be done
from multiple perspectives, and we can also increase the performance of our existing products
and come up with a whole new product innovation.

Feasibility Analysis

The product design, research and development department further analyzes initial design
concepts produced during the idea generation process to confirm product development projects,
which are then assigned to respective project teams for further development. We have sample
development teams specializing in each product line of bras, bra pads, sports bras, sportswear,
shape wear, panties and sports shoes. Each of the project teams is usually led by a project
supervisor, and comprise a project manager, a designer, a material developer, a mold designer
and other supporting members. The respective project teams conduct initial feasibility analysis
at an earlier stage of development. We also align initial product development projects with our
internal profit target for each product category to assess costs and estimate prices.
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Product Planning, Product Engineering and Comprehensive Testing

The project team commences product planning and product engineering based on
detailed product designs, including product features, structures, functions, motifs, colors and
tones, garment types and ornament style. Our internal laboratory also conducts tests on raw
material, work-in-process and prototypes before proceeding to the production of product. All
products are subject to various strict fitting and wear test as well as performance tests, before
identified as mature and marketable. We own the rights to our prototypes which we developed.
Our product design, research and development department also conducts project risk
assessment on each project.

Product Testing Center

We have the top-quality testing equipment and hire professional third parties to conduct
physical, chemical and wearing functionality testing, environmental testing and hazardous
materials control to the apparels and textile fabrics. Our central laboratory holds the quality
principles of “science and fairness and satisfaction and high-efficiency” to ensure the quality of
our products. Our central laboratory was accredited by the CNAS and world-renowned brand
companies such as LBrands.

Solicitation of Orders

We interact with customers regularly, during which we introduce our product prototypes
to customers, and solicit orders for next seasons.

Placement of Orders

After our customers place initial orders, our product design, research and development
department and marketing team liaise with our customers to refine the prototype and confirm
product specifications, such as size range and other product details, before launching the
production project. We use these orders, along with pre-orders, to determine our production
schedule as well as raw material procurement.

Pre-production

Before the new product officially enter the workshop for production, industrial
engineering department and technology department will follow the process flow and use the
materials for mass production to undergo a small-scale trial production. The purpose is to
discover any possible problem that might happen in the production, and at the same time
optimizing the production process to ensure efficient mass production. To ensure the quality of
the mass production, the trial products also need to undergo various product performance tests
including raw material tests, work-in-process and final product tests.
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Focus and Milestones

Our ability to continuously and successfully introduce influential and trend-setting new
products to the market is significantly attributable to our commitment to innovations. During
our design, research and development process, we take into account a variety of factors,
including product functionality, consumer wearing experience, raw materials, upcoming market
trends, customer requirements and feedbacks and engineering skills. In particular, we endeavor
to upgrade our product functions, maximize the fit and comfort of our products, improve our
mold design capability and develop new functional raw materials. As we focus on the research
and development of raw materials, structure, functionality and comfortability, our products can
fulfill our customers’ high-quality and sophisticated requirements.

We have continuously introduced and brought to market new technologies and products
that lead the technology advancements and breakthroughs in the industry while simultaneously
influencing industry trends. We possess a number of exclusive patents on these technologies.
Such ability allows us to attract and retain leading brand partners and is critical to the success of
our business.

The following table sets forth the milestones of our research and development efforts
since our inception.

Year Major Events
1999 . .. . Introduction of computer-aided mold design technology
2000 ... Launch of gel bra pad with built-in oil bag
2001, ..o Launch of stretch bra pad

2002 ... Introduction of shaving technology

2003 ... Introduction of 3D hemming technology
2004 ... Introduction of hot melt technology

2005 ... Launch of stretch and cozy cup pads

2006 ... One-piece seamless bra

2007. oo Introduce no-show light cup

2008 .. Launch of memory bra pad

2009 .. Launch of bra pad that increased cup size
2010 ..o Launch of wire cushion series

2011 .o Launch of sports bra

2012 .o Launch of plastic wire

2013 .. Launch of seamless functional sport shoes
2014 .. Launch of T-shirt bra

SALES AND MARKETING

We sell and market our products directly through our internal sales and marketing
personnel. Our marketing efforts are based primarily on our research and development
capabilities and the ability to provide our customers with value-added services as well as the
established expertise and experience of our key management personnel, their level of
participation in the industry and the contacts such management personnel have developed
among existing and potential customers in the industry. Our customers require sophistication in
product design, production sale, speed and reliable delivery. Over the years, our ability to
consistently meet and exceed our customers’ high-quality and sophisticated requirements has
allowed us to develop strong relationships with our customers and to attract and retain leading
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international name brand companies as customers. In addition, we visit our customers regularly
to present them with our latest technologies and products as well as to gather information,
answer questions and provide after-sales support.

The majority of our brand customers are located in overseas markets. While we also sell
bra pads to other bra manufacturers, the majority of our customers are brand-name intimate
wear and sporting goods companies. As of the Latest Practicable Date, we had over 100
customers covering over 18 brands. As of the same date, we had a sales and marketing team of
approximately 100 personnel. They have years of experience and knowledge in the industry and
can swiftly respond to our customers’ needs while communicating simultaneously with other
departments in the company, which enables us to provide better services to our customers.

In Fiscal 2013, 2014 and 2015, our distribution and selling expenses were HK$74.4
million, HK$76.0 million and HK$79.3 million, respectively, accounting for 2.6%, 2.0% and
1.9%, respectively, of our total revenue during the same periods.

Geographic Segments

We categorize our revenue based on the country in which the customer is headquartered.
During the Track Record Period, a significant portion of our revenue was derived from sales to
customers in the Unites States. The following table sets out a breakdown of our revenue by
geographic region, each expressed as an absolute amount and as a percentage of our total
revenue, for the periods indicated.*

Fiscal 2013 Fiscal 2014 Fiscal 2015
HK$°000 (%) HK$’°000 (%) HK$’000 (%)
Unites States .. .......... 1,839,750 63.4 2,689,681 70.7 2,955,768 70.5
Europe. . ............... 185,020 6.4 224,897 5.9 384,770 9.2
Hong Kong ............. 426,243 14.7 427,044 11.2 353,169 8.4
PRC .................. 159,959 5.5 173,611 4.6 170,013 4.1
Japan. . ...... ... ... ... 50,671 1.7 113,001 3.0 128,384 3.1
South Asia™ .. ... ..., .. 128,252 4.4 89,358 2.4 72,402 1.7
South-east Asia® . .. ...... 94,293 3.2 50,784 1.3 70,566 1.7
Other countries/regions® . . . 19,085 0.7 34,595 0.9 56,937 1.3
Total revenue . .......... 2,903,273 100.0 3,802,971 100.0 4,192,009 100.0

Notes:

(1)  Includes Bangladesh, Sri Lanka and India.

(2)  Includes Malaysia, Indonesia, Singapore, Philippines, Vietnam and Thailand.
(3)  Include Taiwan, Turkey, Australia, Colombia and others.

* The products are delivered globally by our customers.

Customers

We are an important product research and development partner and supplier for our
major customers. The majority of our customers are internationally recognized intimate wear
and sporting goods brands with a large consumer base. Our customers include:

. Intimate wear brands: Victoria’s Secret owned by LBrands; Bali and Maidenform
owned by Hanes Brands; and Calvin Klein and Warner’s owned by PVH.
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. Sporting goods brands: VSX; adidas and Reebok owned by adidas Group; Under
Armour owned by Under Armour; and Champion owned by Hanes Brands.

VS X
| brands VICTORIA'S SECRET |||||||

HANES / cyvm) L. @uoapion

PVH /ColvinKIein warners

adidas

GROUP

/3

When selecting our customers, we consider and evaluate a number of factors, including
their brand position, growth potential and innovation requirement. We have strategically
focused on mid- to high-end brands which we believe have a higher growth potential and require
more value-added services. We believe that our ability to identify and work with right partners
is key to our rapid growth and success.

A\ Reebok A

In Fiscal 2013, 2014 and 2015, sales to our largest customer, LBrands, accounted for
32.2%, 35.0% and 30.0% of our total revenue, respectively, while sales to our five largest
customers accounted for 68.4%, 71.3% and 68.6% of our total revenue, respectively. See “Risk
Factors — Risks Relating to Our Industry and Business — Our top five customers accounted for
68.6% of our total revenue in Fiscal 2015 and any decrease in our sales to any of them would
materially and adversely affect our operations and financial results”.

Although a majority of our revenue was derived from a limited number of customers
during the Track Record Period, over the years, we have developed mutually beneficial and
complementary relationships with our major customers. We are not only a supplier for our
major customers but also their important product research and development partner.
Accordingly, we believe that we will continue to benefit from the attractive growth
opportunities in the global intimate wear and sporting goods industries in the future. As we have
continuously focused on innovations and developed high value-added products that set out to
meet consumer demand, we have been able to boost our customers’ sales, thereby creating a
win-win situation for our high-quality customers and ourselves and strengthening our
cooperation relationships with them.
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Most of our major intimate wear brand customers have been associated with us for more
than ten years. We particularly benefit from our 15-year relationship with LBrands, the largest
retailer of lingerie in the U.S. Globally, we are one of LBrands’ largest suppliers of intimate
wear, and also closely partner with them from idea generation through product research and
development, to the final delivery of high-quality products. We provide LBrands with high
value-added and integrated solutions for the design and manufacturing of products, including
the research and development of the structure, functionality, raw materials and engineering skill
of products. We also recommend high-quality raw material suppliers to LBrands as part of our
collaborative process. Over the years, many of its best-selling products have been developed by
us.

Supported by our comprehensive innovation and research and development capabilities
and core technologies accumulated in the production of intimate wear, we have been expanding
and will continue to expand our product lines into functional sports products which we believe
can continue to grow our business and broaden our customer base through diversified product
portfolio. Although we have entered into the sporting goods industry for only four years, by
leveraging our strong innovation and research and development capabilities, we have developed
stable relationships with some of the internationally recognized brands. In particular, we have a
strong relationship with Under Armour, an American sports brand. In 2013, working together
with Under Armour, we jointly developed the Speedform sports shoes. This product received the
German reddot award 2014, and is highly regarded by the market due to its distinctive features.

None of our Directors or their respective associates or any Shareholder (whom to the
knowledge of our Directors owns more than 5% of the issued Shares) had any interest in any of
the Group’s five largest customers during the Track Record Period and as of the Latest
Practicable Date.

During the Track Record Period and as of the Latest Practicable Date, we did not have
material disputes with our customers.

Purchase, Payment and Other Arrangements

We do not have any long-term contracts with any of our customers. Our customers’
purchases are made on a purchase order basis. Our customers typically place order forecast six
to 12 months in advance, and typically place purchase orders on a monthly basis. We typically
grant our customers a credit period of 30 to 120 days. Our customers typically settle their trade
payables by bank transfers or letters of credit.

Pricing Strategies

We strategically focus on the development and sale of mid- to high-end products, which
enable us to charge a higher margin. The price which we charge varies depending on
negotiations with our customers. We typically determine prices of our products by reference to
a number of factors, including production costs, expected profit margins and market analysis of
the retail price of the product, while also taking into account other important factors, such as
complexity in design and manufacturing and expected level of sales.
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PRODUCTION
Our Production Facility

We manufacture all of our products in-house at our production facility and do not
outsource our production to third-party manufacturers. We believe that such arrangements
enable us to provide better protection of our proprietary know-how and other intellectual
property rights as well as accumulating the knowledge and expertise required for optimizing the
production efficiency.

We currently operate one facility in Shenzhen, China, for our production facilities,
warehouses and offices. It currently occupies approximately 230,000 sq.m. of land with a total
GFA of 325,456.22 sq.m. This facility commenced operation in 1998. As of the Latest
Practicable Date, our Shenzhen facility was comprised of 26 production buildings.

We generally segregate exclusive production areas for different customers. The size of
each segregated production area ranges from a confined portion of a production building
separated from other production areas to a whole production building. The segregation of
production areas is partly made at the instruction of our customers and serves to protect the
proprietary nature of their products and the production processes thereof. Typically, a customer
with a large dedicated production area for the manufacture of its products stations its staff at
such production building in supervisory, technical, quality control and monitoring capacities.
We generally assign dedicated senior production personnel to work exclusively for such
customer.

Our Production Process

We have an integrated production control and supply chain management system through
which we closely monitor all key stages of our manufacturing processes. Our streamlined and
standardized production process utilizes automated technology to optimize production flow and
efficiency. The production cycle of our products varies depending on the product produced and
specific customer requirements. Typically, bras require 60-90 days to produce, bra pads and
other molded products require 30-60 days to produce, and sports shoes require 90-100 days to
produce.

We are in the process of implementing the lean manufacturing system to optimize our
production process and shorten the internal lead time. We aim to maximize our production
efficiency and minimize our inventory levels so that we can swiftly respond to changing
customer demand. The principal advantages of the lean manufacturing system are summarized
below:

. Lowering the cost. By analyzing the production process and making use of the
data more efficiently, we are able to avoid unnecessary waste and lower the cost
of labor and raw materials and production time so as to reduce our overall
production cost.

. Minimizing the inventory level. By implementing the lean manufacturing system,
we are able to improve the production plan and lower the inventory level in all
stages of our manufacturing processes which helps to increase the inventory
turnover rate.
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. Shortening the manufacturing processes. By analyzing the lead time in the stages
of manufacturing processes, we are able to carve out all low-efficient or
unnecessary segments in the manufacturing processes and integrate and optimize
the manufacturing processes so as to shorten the order delivery time.

d Increasing the production efficiency. By analyzing the standard minute value in
the stages of our manufacturing processes, we are able to balance the assembly
line process, further optimize resource allocation and increase production
efficiency and capacity.

. Reducing waste. By standardizing the manufacturing processes as well as
introducing the traffic light system and RFID system, we are able to analyze data
of every work station, improve the manufacturing processes and lower the
product defect rate so as to achieve “Right at the First Time” and avoid
unnecessary waste during the manufacturing processes.

The following diagrams summarize the key steps of our manufacturing processes for
each of our major products.
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Our Production Capacity and Utilization Rate

As of the Latest Practicable Date, our Shenzhen facility had a total of 393 production
lines (367 for bras and intimate wear and 26 for functional sports products) and approximately
2,300 molding machines for bra pads and other molded products. Although our production
buildings are tailored to meet the needs of specific customers and product lines, in some cases
we are able to re-engineer our machinery and production lines to accommodate the manufacture
of other products, thereby allowing us to meet unexpected or sudden changes in production
volume.

We have maintained consistently high utilization rates during the Track Record Period.
The following table sets forth a summary of our annual production capacity in terms of the
number of products produced and utilization rates for each of our product categories in our
Shenzhen facility for the periods indicated.

Fiscal 2013 Fiscal 2014 Fiscal 2015
Production Utilization Production Utilization Production Utilization
Product Category: Capacity Rate™ Capacity Rate™ Capacity Rate™
(pieces/pairs) (%) (pieces/pairs) (%) (pieces/pairs) (%)
Bras and intimate wear . ... ... 40,700,000 88 51,600,000 90 58,700,000 90
Bra pads and other molded
products . .. ... ... .. 106,000,000 90 117,000,000 89 128,000,000 91
Functional sports products . . . . . 670,000 89 1,590,000 87 3,700,000 90

(1)  The utilization rate is calculated based on the actual output for the relevant year divided by the actual designed output
capacity for the relevant year on an annualized basis.
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Equipment Maintenance

Major production machinery and equipment used in our production facility include
molding machines, hot melt machines, 3D hemming machines, ultrasonic machines,
hot-pressed machines, sewing machines and various kinds of testing machines, all of which are
readily available from multiple suppliers. We own all of our production machinery and
equipment. We regularly monitor and upgrade our production machinery and equipment with an
aim to maximizing production efficiency. As of the Latest Practicable Date, the average age of
our major production machinery and equipment was approximately 7.7 years.

We have implemented a comprehensive maintenance system for our facilities and
equipment, including scheduled downtimes for maintenance and repairs and regular inspections
of facilities and equipment. This allows us to operate our production lines at optimal levels. We
carry out cleaning and maintenance of our production equipment on a quarterly basis to prolong
their useful life. Our comprehensive maintenance system helps us to continue to maintain
operating efficiency and high-quality control standards. We did not experience any material or
prolonged interruptions to our production process due to equipment or machinery failure during
the Track Record Period.

Production Expansion Plan

In order to grow our business, we plan to expand our production capacity by constructing
additional production facilities in multiple regions. The following table sets forth certain
information relating to our new facilities.

Planned Annual Estimated Capital

Production Facilities Key Products Capacity Expenditures Expected Timeline

Hai Phong, Bras and intimate ~ approximately HK$450 million 212 production lines
Vietnam wear 45,600,000 expected to commence
(First Vietnam pieces operation in the first
facility) . ...... quarter of 2016.

Hai Phong, Vietnam Bra pads and approximately HKS$400 million 24 production lines and
(Second Vietnam other molded 96,000,000 approximately 2000
facility) .. ... .. products pairs molding machines

expected to commence
Functional sports  approximately operation in the third
products 3,600,000 quarter of 2016.
pieces

Hai Duong Province,  Sports shoes Under planning Under planning Expected to commence
Vietnam operation in 2017.
(Third Vietnam
facility) .. .....

Hai Phong, Vietnam Bras and intimate ~ Under planning Under planning Expected to commence
(Fourth Vietnam wear operation in 2018.
facility) . ......

Functional sports
products
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In addition, in order to capture the attractive opportunities in the PRC market, we plan to
construct an additional facility in the Wujiang National Economic and Technological
Development Zone in Jiangsu Province, China. We entered into a memorandum of
understanding with the Management Commission of the Wujiang National Economic and
Technological Development Zone in August 2014 contemplating an acquisition of a parcel of
land with an aggregate site area of 377 mu for our use for a term of 50 years. The site area of the
parcel of land to be acquired will be subject to further negotiation and confirmation of both
parties.

These additional production facilities will expand our manufacturing capacities to meet
our future business requirements. In addition, we plan to deploy a more sound production
planning system, including a full implementation of the lean manufacturing system in these new
facilities to optimize our production efficiency as well as minimizing our inventory level.

SUPPLIERS AND RAW MATERIALS

The principal raw materials we use in the production of our products include fabric,
foam, glue and accessories. We typically work with reputable and large suppliers to secure
principal raw materials used in our production process. We carefully select our suppliers and
require them to satisfy certain evaluation and assessment criteria. Before we engage a new
supplier, our supply chain department evaluates various aspects of a supplier, including its
ability to meet our customers’ requirements, production capacity and innovation capability. We
place great emphasis on a supplier’s ability to provide specific materials and to satisfy our
specific research and development requirements.

In addition, some of our customers designate suppliers of raw materials that we are
mandated to use in manufacturing their products. However, our customers typically do not
designate suppliers of functional raw materials.

We have developed stable relationships with our key suppliers over the years. Most of
our key suppliers have cooperated with us for more than seven years. Helping our suppliers to
progress and achieve cooperation that leads to mutual growth has been one of our core
strategies. We have jointly developed new raw materials with world-renowned suppliers in the
intimate wear industry while, at the same time, working with other raw material suppliers to
develop innovative functional materials and application solutions. Some of these raw materials
are provided to us exclusively. Such collaborations effectively differentiate our products from
those of our competitors.

Set forth below are our major joint collaborations with suppliers.

B Inoac. In 2013, we jointly developed AIR foam with the Japanese firm Inoac.
This new material is 70% lighter than traditional foam and also provides full
support without adding extra weight. We applied AIR foam to our product and
produced a whole new bra pad that is softer and lighter which in return provides
ultimate wearing comfort.

. Henkel. In 2011, we and German glue supplier Henkel jointly developed the
application solution to utilize the HM-388 holt-melt glue to our lamination
process during the production of intimate wear products. The HM-388 holt-melt
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glue is a custom-made adhesive material which has advantages of high elasticity,
high breathability, extreme softness and great anti-yellowing capability. These
advantages are more evident when applying to the shape wear and sportswear
which we put great efforts in developing. The HM-388 hot-melt glue effectively
replaces the traditional solvent-based glue and makes the whole production
process more environment-friendly.

. Best Pacific. In 2009, we jointly developed 100% spandex fabric with Best
Pacific and utilized our adhesive skill to apply this unique fabric on our seamless
bras. The 100% spandex fabric is highly elastic, closer fit to body and traceless. It
successfully replaces the traditional elastic and performs the best when applying
to intimate wear and shape wear.

. Bluestar. In 2012, we jointly developed the silicone which is used in our bra pads
with Bluestar. This type of silicone is originally used in the medical care
industry; however, we managed to place it in bra pads so that it provides a natural
skin-like touch with extra softness and comfort.

We generally do not enter into long-term supply agreements. Our raw material purchases
are made on a purchase order basis, and we specify the product type, unit price, quantity,
delivery timeline and other items in each purchase order we send to our suppliers. We generally
place purchase orders with our suppliers after we have received a purchase order from the
relevant customer. Payment terms granted by our suppliers vary depending on a number of
factors including our relationships with them and the size of the transactions. Our suppliers
typically provide us with credit terms of 30 to 75 days. We typically settle our trade payables by
bank transfers or bank bills. Delivery charges are typically borne by our suppliers.

The majority of our suppliers are located outside the PRC, and the majority of our raw
material purchases are denominated in U.S. dollars. As of the Latest Practicable Date, we had
not entered into any hedging transactions in an effort to reduce our exposure to foreign currency
exchange risks. We closely monitor the quality of all raw materials provided by our suppliers to
ensure that all raw materials comply with the stringent requirements of our customers. We
arrange for our quality control staff to carry out on-site inspections on raw materials at our
suppliers’ facilities before they are delivered to us. We evaluate our suppliers periodically based
on a range of factors, including raw material quality and the ability to meet our delivery
timeline, and inform our customers of those who do not pass such review. In addition, we have
undertaken other quality control measures for raw materials. See “— Quality Control — Raw
materials” for more details. During the Track Record Period, we did not have material disputes
with our suppliers.

During the Track Record Period, prices of our key raw materials, including polyester,
polyamide and spandex, experienced fluctuations. In order to minimize our exposure from
fluctuation in raw material prices, we negotiate with our customers to increase the sale price of
our products to reflect raw material price changes. In addition, we have implemented a number
of cost-control measures with respect to our raw material procurement in order to mitigate the
impact of rising raw material prices. These measures include optimizing production procedures
to monitor the use of raw materials and cooperating with suppliers to develop cost-efficient
functional raw materials. We have not experienced any shortage of raw materials or quality
issues with our raw materials during the Track Record Period that materially affected our
operations.
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In Fiscal 2013, 2014 and 2015, purchases from our five largest suppliers together
accounted for 45.4%, 46.9% and 46.4% of our total purchases, respectively, while our largest
supplier for the same periods accounted for 15.7%, 15.4% and 15.0% of our total purchases,
respectively. We believe that we have a good working relationship with our key suppliers. See
“Risk Factors — Risks Relating to Our Industry and Business — We depend on a stable and
adequate supply of quality raw materials which are subject to price volatility and other risks.”

None of our Directors or their respective associates or any Shareholder (whom to the
knowledge of our Directors owns more than 5% of the issued Shares) had any interest in any of
the Group’s five largest suppliers during the Track Record Period and as of the Latest
Practicable Date.

QUALITY CONTROL

We emphasize quality control in all aspects of our business. From sourcing of raw
materials, production, packaging and inventory storage to sale and delivery, we strictly control
the quality of our operations. In order to monitor the production quality and ensure that our
products meet all benchmarks and specifications of our customers and ourselves, we have
implemented various quality-control checks into our production process.

We have established a quality control center and devoted significant resources to quality
management of our products. Our quality control center reports directly to our headquarters and
consists of three departments: technology department, quality control department and a
laboratory/testing center. As of the Latest Practicable Date, we had 32 personnel in our quality
control center, including one quality control director and eight senior managers and 23
department managers. Our quality control director, in charge of the day to day management of
our quality control center, has more than ten years of experience in quality control and the
apparel industry. The technology department is responsible for establishing quality control
standards of our products. The quality control department is responsible for implementing the
quality control standards and handling customer complaints. In addition, our laboratory is
responsible for developing the procedures for inspection and specification of our raw materials.

We implement an internal quality control system to perform various inspections over the
course of the entire manufacturing process. We are required to comply with specific guidelines
based on the U.S., EU and other international product safety and restricted and hazardous
materials laws and regulations that are applicable in the jurisdictions into which our customers
sell their products, such as the REACH, SVHC and RoHS. We have been in full compliance with
our customers’ stringent quality control requirements.

Our inspections are performed upon delivery of raw materials, during production, prior
to warehousing and prior to delivery to the customer.

All of our safety standards for the inspection of our products are based on relevant
national standards and industry standards, such as GB18401-2010 (national general safety
technical code for textile products), and are updated according to any changes of such national
and industry standards. We also were granted a national laboratory certificate by the CNAS in
2011.
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In addition, we also participate in the drafting of three sets of the textile industry
standards regarding intimate wear manufacture, all of which have been approved by the relevant
government authorities. These standards help intimate wear manufacturers to ensure product
quality.

Raw materials

We only purchase raw materials from suppliers who have passed our quality and
reliability assessment. We require our raw material suppliers to provide us with the Oeko-tex
Standard 100 certificate and renew it annually to ensure the quality of raw materials. All of our
suppliers are Independent Third Parties. We arrange for our quality control staff to carry out
on-site inspections on raw materials at our suppliers’ facilities before the delivery of raw
materials. We evaluate our suppliers periodically based on a range of factors, including raw
material quality and the ability to meet our delivery timeline. We conduct random sample tests
or do not conduct any checking on incoming raw materials supplied by qualified suppliers upon
delivery to ensure a high-quality, low-cost and rapid supply chain. We test the raw materials in
our internal laboratory and return raw materials that fail to pass inspection and such materials
will not be used for production.

Production

We strictly follow our customers’ high-quality and sophisticated requirements and
specifications and all relevant industry standards for the production of our products, including
national standards and our internal quality standards. We conduct quality checks at key control
points of our production process through our RFT system in order to ensure that the production
process is operating properly. Our customers also inspect product quality through their on-site
staff. When the finished products are delivered to our warehouses, we test the quality and
functionality of each batch of finished products to ensure that these finished products meet our
customers’ sophisticated requirements. We also conduct sample checks for every batch of
finished products prior to the delivery of products.

Transportation

Our packaging department ensures high packaging standards are maintained prior to the
delivery of products. We typically adopt FOB Hong Kong as the international trade term. We
have our own delivery trucks or hire professional logistics services providers to deliver our
products to Hong Kong ports, and our customers are responsible for the shipment and insurance
thereon. We also keep track of our products during the transportation through GPS on the
delivery truck owned by us or logistics services providers, and purchase insurance for all risks
involved with ground transportation.

Warranty and after sales services

Our internal policy requires all customer feedback to be resolved promptly upon receipt.
All customer feedback is directed to the relevant sales team responsible for that specific
customer to address such feedback through negotiations.
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We do not have any written warranty for our products. We typically enter into
negotiations with our customers to resolve product quality issues on a case by case basis, and
depending on the outcome of our negotiations, our customers may return non-conforming
products to us and we may replace such products free of charge. We do not make any warranty
provision. During the Track Record Period, we did not incur any warranty expenses.

As a result of our enforcement of strict quality control policies, during the Track Record
Period and up to the Latest Practicable Date, we did not, due to material product quality issues,
(i) receive fines, product recall orders or other penalties from the PRC government or other
regulatory bodies or (ii) receive any material products return requests or material complaints
from our customers.

INVENTORY CONTROL

We have undertaken a number of measures to manage our inventory with a view to
reducing inventory surplus and the age of inventory held by us. We believe that we have been
successful in maintaining appropriate levels of inventory and continue to strive towards the
improvement of our inventory management controls. Our inventory policy is to maintain
inventory at a prudent level.

We use our SAP system to assist us in planning and managing our inventory control. Our
inventory system software is able to produce real time information of inventories, and provides
our management team with clear visibility on the inventory data. Our supply chain department
timely monitors our inventories, including inventory levels, inventory age, inventory
composition and inventory turnover rate. We also carry out physical stock counts on a regular
basis.

We are in the process of implementing the lean manufacturing system to optimize our
production process and shorten the supplier lead time with an aim to maximizing our production
efficiency and minimizing our inventory levels so that we can swiftly respond to changing
customer demand.

Raw Materials

In order to avoid accumulating large inventories of raw materials, we generally only
place orders for raw materials after we have received confirmed purchase orders from our
customers. We also time the delivery of the raw materials required for our purchase orders in a
manner that is coordinated with our customers’ delivery dates so as to minimize the time we
have to store raw materials prior to production. Our SAP system processes information relating
to raw material purchases, including suppliers information and purchase records, and keeps
track of the inventory level of raw materials on a real-time basis. We keep a small amount of
inventory of certain auxiliary materials, including packaging materials such as boxes and
plastic bags, but the cost of these materials is minimal.
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Products for Our Customers

Finished goods inventory only occurs where we store the finished products pending
shipment to our customers. Our SAP system keeps track of the inventory level of finished goods
and itinerary of shipments on a real-time basis. In Fiscal 2013, 2014 and 2015, our inventory
turnover days were 82, 67 and 64, respectively.

INFORMATION TECHNOLOGY SYSTEMS

We strive to attain the highest standards in operation management and have developed
strong information technology capabilities. Our advanced information technology platform
seamlessly integrates the SAP enterprise resource planning system, Fast React production
control system, RFID system, GSD system, QI system and PLM system. Our information
technology systems enable us to quickly and efficiently retrieve and analyze our operational
data and information, including procurement, sales, inventory, logistics, production, customer
data and information and financial data and information on a real time basis. We use our
information technology systems to assist us in planning and managing our production,
budgeting, human resources, inventory control, sales management and financial reporting,
thereby improving our operational efficiency. Set forth below is a summary of our advanced
information technology platform:

. SAP system. The SAP system is a type of enterprise resource planning system
which is divided into four modules with different functions, including the order
processing module, raw material procurement management module, warehouse
inventory management module, and financial operations module.

. Fast React production control system. This is an order schedule planning system
which allows production planning department to promptly monitor production
loading and capacity, order scheduling, and production scheduling plan.

. RFID system. This system records the production progress of each production
line on a real-time basis and uses radio frequency identification technology to
transmit production-related data (including the production volume, time and
labor) to the database to ensure an accurate calculation of workers’ compensation
and improve the production efficiency. Together with the Fast React system, this
system ensures on-time delivery of products.

. GSD system. This system provides us with a scientific approach to quantifying
manufacturing methods, times and costs so that we can accurately calculate the
labor time using the International Standard Time as a guideline. The goal is to
enhance the management of standard labor time.

. 0Ol system. Developed solely by us, this system helps to enhance our cooperative
relationships with suppliers. Under this system, we arrange for our quality
control staff to selectively carry out on-site inspections on raw materials at our
suppliers’ facilities before they are delivered to us, and the inspection results are
uploaded and shared through the system.

. PLM system. This system allows us to manage the entire lifecycle of our products
efficiently and cost-effectively. Our research and development department uses
this system to manage the entire lifecycle of our products, including raw
materials, prototypes, materials sorting, production technology, production plan,
production progress and product disposal.
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We intend to continue to upgrade our information technology infrastructure to further
integrate our existing systems and further enhance our operational efficiency.

RISK MANAGEMENT

Our management has designed and implemented a risk management policy to address
various potential risks identified in relation to our operations, including strategic risks,
operational risks, financial risks, and legal risks. Our risk management policy sets forth
procedures to identify, analyze, categorize, mitigate and monitor various risks. Our Board is
responsible for overseeing the overall risk management and assessing and updating our risk
management policy on an annual basis. Our risk management policy also sets forth the reporting
hierarchy of risks identified in our operations.

COMPETITION

We are the largest bra manufacturing company globally based on production volume in
2014, according to the Frost & Sullivan Report. However, we operate in a highly competitive
and fragmented industry. We compete with a broad range of intimate wear manufacturing
companies globally. According to the Frost & Sullivan Report, the top four players in the global
bra manufacturing industry accounted for only 3.5% market share in terms of production
volume in 2014. According to the same report, the key barriers to entry in the global intimate
wear manufacture industry include, among others, strong research and development
capabilities, advanced manufacturing technologies, an efficient supply chain management
system, skilled human resources and significant capital investments.

According to the Frost & Sullivan Report, in the intimate wear industry, we have been a
pioneer in the area of IDM. According to the same report, the major barriers to entry into the
intimate wear IDM market include sophisticated supply network, market insight, industry
know-how, long-standing relationships with customers, significant research and development
expenses and labor cost and professional talents.

In addition, according to the Frost & Sullivan Report, the global sports footwear
manufacturing industry as well as the Chinese sports footwear manufacturing industry have
been growing and will continue to grow rapidly. Compared with sports footwear manufacturers
in other countries, sports footwear manufacturers in the PRC enjoy several competitive
advantages, including larger economies of scale and superior design and innovation capacities.

We compete with our major competitors in the global intimate wear manufacturing
industry and global footwear manufacturing industry on the basis of technology, expertise,
range of product offerings, product quality, client recognition and industry reputation.

PROPERTIES

We occupy certain properties in the PRC and Vietnam in connection with our business
operations. These properties are used for non-property activities as defined under Rule 5.01(2)
of the Listing Rules. They mainly include premises for our production facilities, warehouses,
research and development center, offices and dormitories.
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According to section 6(2) of the Companies (Exemption of Companies and Prospectuses
from Compliance with Provisions) Notice, this document is exempted from compliance with the
requirements of section 342(1)(b) of the Companies (Winding Up and Miscellaneous
Provisions) Ordinance in relation to paragraph 34(2) of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance which requires a valuation report with
respect to all our Group’s interests in land or buildings, for the reason that, as of March 31,
2015, none of the properties held or leased by us had a carrying amount of 15% or more of our
consolidated total assets.

Owned properties

As of the Latest Practicable Date, we, under the Cooperative Agreement of Land
Development with Shenzhen Gongming Yulv Joint Stock Company (I T2 Bl £ &R0 & 17F
/3 )) (formally known as Baoan Gongming Yulv Economic Development Corporation (& % [
oS BE E R EE RN 7)), held three parcels of land located in Yulv, Guangming New
District, Shenzhen, with a total area of approximately 35,101 sq.m.. We constructed three
buildings with a total GFA of 22,665.57 sq.m. (the “Self-constructed Properties”) on these
three parcels of land, comprising of a research and development center with a total GFA of
8,795.11 sq.m. and two staff dormitories with a total GFA of 13,870.46 sq.m. In addition, as of
the Latest Practicable Date, we owned 16 units located in Nanshan District and Baoan District,
Shenzhen with a total GFA of 1,826.31 sq.m. as staff dormitories. Among the above owned
properties, the 16 units have been mortgaged as guarantee for a credit facility in favor of Hang
Seng Bank (China) Limited (Shenzhen Branch).

As advised by our PRC legal advisors, we have obtained fire safety certificates for the
Self-constructed Properties and we have obtained relevant certificates and/or permits and
legally own and occupy all 16 units mentioned above. We do not have relevant certificates
and/or permits for the three parcels of land and the Self-constructed Properties. See *
Shenzhen Guangming Properties” in this document for details.

Leased properties

As of the Latest Practicable Date, we entered into 28 lease agreements in China with a
total GFA of 425,499.45 sq.m., of which 325,456.22 sq.m. are production facilities, warehouses
and offices. The remaining 100,043.23 sq.m. are dormitories, canteens or other ancillary
facilities. These buildings are located at Gongming Street, Guangming New District, Shenzhen.
The lessors of the properties are Shenzhen Gongming Yulv Joint Stock Company (ZRYIITH 2 B
F B A YE /S F]) and various individuals.

The lessors of these properties do not possess ownership related certificates and/or
permits except for the property of a GFA of 48,646.6 sq.m. we leased from Shenzhen Gongming
Yulv Joint Stock Company. See “— Shenzhen Guangming Properties” in this document for
details.

As of the Latest Practicable Date, we leased approximately 152,889 sq.m. of land from
VSIP Hai Phong Co., Ltd located in VSIP in Hai Phong, Vietnam, Thuy Nguyen District, Dinh
Vu-Cat Hai Economic Zone, Hai Phong City, Vietnam. We are constructing production
facilities, warehouses, offices and a research and development center on the land with an
estimated GFA of 171,300 sq.m. See “— Properties Currently under Construction” for further
details. The leases of the land will expire on December 11, 2058.
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As of the Latest Practicable Date, VSIP Hai Phong Co., Ltd confirmed that it is in the
process of obtaining its land use right certificate for the parcels of land we leased and has
submitted all required application documents. Our Vietnam legal advisors further advised that it
is not a regulatory obligation of our Group, being the leasee, to obtain the land use right
certificate in order for us to have the right to use the land. The absence of such certificate will
not affect our contractual right to use or operate our business on the land. As required by
relevant Vietnam laws, our leases with VSIP Hai Phong Co., Ltd have been notarized by a public
notary, who confirmed in writing that such leases are in compliance with the laws of Vietnam.
Our Vietnam legal advisors confirmed that (i) a public notary office is empowered under the
Vietnam laws to give such confirmation as part of the notarization, and (ii) the leases are in
compliance with the laws of Vietnam.

We have also agreed to lease two additional parcels of land with a total area of
approximately 221,614 sq.m. from VSIP Hai Phong Co., Ltd and VSIP Hai Duong Co., Ltd and
have paid 10% deposit. We are in the process of completing relevant filing and other
administrative procedures and the lease agreements are expected to be executed by the first
quarter of 2016.

Properties currently under construction

As of the Latest Practicable Date, we had constructions underway in Vietnam with a
projected total construction cost of approximately HK$330 million, of which approximately
HK$233 million had already been utilized. The construction cost is expected to be funded with
cash flows from our operations and/or borrowings under our credit facilities. Construction of
production facility is expected to be completed in the fourth quarter of 2015 and the outstanding
construction cost shall be repaid at same period.

Our Vietnam legal advisors have confirmed that, as of the Latest Practicable Date, we
had obtained the required construction permit for all of the properties under construction in
Vietnam.

Save as disclosed above, none of the properties held or leased by us has any material
encumbrances, environmental issues, litigation, breaches or defects.

Please see below a summary of our properties:

Description of

Description of property Use of property Size (sq.m.) property
China:
Yulv, Guangming New District, Land 35,101.00 Held land
Shenzhen ..................
Research and Owned buildings
development center; 8,795.11
staff dormitories 13,870.46
Nanshan and Baoan District, Staff dormitories 1,826.31 Owned units
Shenzhen ..................
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Description of
Description of property Use of property Size (sq.m.) property
Yulv, Guangming New District, Dormitories, canteens 100,043.23  Leased buildings
Shenzhen .................. or other ancillary
facilities
Yulv, Guangming New District, Production facilities, 325,456.22  Leased buildings
Shenzhen .................. warehouses and
offices
Vietnam:
Hai Phong, Vietnam ............ Land 152,889.00 Leased land
Production facilities, 171,300.00  Buildings under
warehouses, offices construction
and research and
development center
Hai Phong, Hai Duong, Vietnam ... Land 221,614.00 Land agreed to

lease by first

quarter of 2016
with 10% of the
lease value paid

Shenzhen Guangming Properties
Overview

As advised by our PRC legal advisors, any properties that do not have the required land
use right certificates pursuant to the Urban Real Estate Administration Law of the PRC (H1#E A
B R0 [ 35k 115 55 Hb 7S 45 355 ) and planning and construction permits pursuant to the Urban and
Rural Planning Law of the PRC (" #& A [ 3 A1 B 4% 4 #7 #17%) and the Construction Law of the
PRC (% N\ R ALFIE 2 2587%) are considered as illegal constructions, which will then not be
able to apply for property ownership certificates.

As of the Latest Practicable Date, the total GFA of our Self-constructed Properties and
leased properties in China was 448,165.02 sq.m. As advised by our PRC legal advisors, we and
the relevant lessors do not possess the required ownership related certificates and/or permits for
these properties, except for the property of a GFA of 48,646.6 sq.m. we leased from Shenzhen
Gongming Yulv Joint Stock Company. These properties are located in Yulv, Guangming New
District, Shenzhen and have a total GFA of 399,518.42 sq.m. (the “Shenzhen Guangming
Properties”). The Shenzhen Guangming Properties consist of production facilities,
warehouses, offices, a research and development center with a total GFA of 285,604.73 sq.m.
(the “Shenzhen Guangming Operations™) and other auxiliary facilities with a total GFA of
113,913.69 sq.m. As of the Latest Practicable Date, the production facilities in Shenzhen
Guangming Operations are used for producing bras and intimate wear, bra pads and other
molded products and functional sports products, with an estimated annual production capacity
of 76.5 million bras and intimate wear, 130 million bra pads and other molded products, and 4.6
million functional sports products. The revenue derived from the Shenzhen Guangming
Operations in Fiscal 2013, 2014 and 2015 are estimated to be HK$2,415.5 million, HK$3,247.7
million and HK$3,580.0 million, respectively, and based on such estimates would have
represented approximately 83.2%, 85.4% and 85.4% of our total revenue for the respective
periods.
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Remedial measures taken/to be taken for Historical Illegal Constructions

As advised by our PRC legal advisors, approximately 226,652.42 sq.m. of Shenzhen
Guangming Properties are qualified as Historical Illegal Constructions and these constructions
have been filed at the relevant sub-district government authorities pursuant to the Decision and
other relevant regulations. For details of Historical Illegal Constructions left over due to the
rural urbanization in China, the Decision and relevant government measures in confirming such
ownerships, See “Regulatory Overview — Relevant Laws and Regulations on Handling Illegal
Constructions Left over from the Process of Rural Urbanization” in this document. However,
since Shenzhen Guangming Properties are not located in any of the pilot scheme areas
designated by the Shenzhen Government, the lessors of Shenzhen Guangming Properties and us
are unable to take further steps to apply for property ownership certificates for the Historical
Illegal Constructions of the Shenzhen Guangming Properties pursuant to the Pilot Scheme.

The Decision and Pilot Scheme do not refer to any illegal constructions built after May
27, 2009, and therefore any properties that built after May 27, 2009 and without the required
certificates and/or permits are not considered as Historical Illegal Constructions (the
“Non-Historical Illegal Constructions”). As advised by our PRC legal advisors, it is expected
that the Shenzhen Government will continue to introduce measures or schemes to manage the
Non-Historical Illegal Constructions gradually. However, there are no explicit measures in
relation to arrangements and procedures for confirming ownership of the Non-Historical Illegal
Constructions promulgated by the Shenzhen Government as of the Latest Practicable Date. As
advised by our PRC legal advisors, approximately 172,866.00 sq.m. of Shenzhen Guangming
Properties are Non-Historical Illegal Constructions and these are not owned by us. Therefore, it
is beyond our control to take remedial actions to rectify the title defects in respect of the
Non-Historical Illegal Constructions of the Shenzhen Guangming Properties.

Based on the interview with the Guangming branch of Urban Planning, Land and
Resources Commission of Shenzhen Municipality (ZEII T AL &A1 + & IE 2 B €6 E )
(the “Shenzhen Land Commission”) conducted by our PRC legal advisors on March 13, 2015,
it was confirmed that (i) the Shenzhen Guangming Properties do not fall into the categories that
would require demolition or expropriation pursuant to the Decision; and (ii) the risk of the
Shenzhen Guangming Properties being demolished or expropriated is remote since Shenzhen
Land Commission has never received any requests of demolishing or expropriating Shenzhen
Guangming Properties by any government authorities. As advised by our PRC legal advisors,
Shenzhen Land Commission is the competent government authority to identify and handle
illegal constructions related matters.

Based on the interview with the Gongming Subdistrict Office of Shenzhen Guangming
District (VEYITTYGHAH A B HEEE) (the “Gongming Subdistrict Office”) and its Yulv
residents committee (VRYITHYEHIHT R A B & A8 RZ B @ (the “Yulv Residents
Committee”) conducted by our PRC legal advisors on March 13, 2015, it was confirmed that (i)
the Shenzhen Guangming Properties do not fall into the categories that would require
demolition or expropriation pursuant to the Decision; (ii) the Shenzhen Guangming Properties
are not expected to be included in any demolition plan or urban renewal plan within a period of
five years (the “Exclusion Period”); and (iii) the risk of the Shenzhen Guangming Properties
being demolished or expropriated is remote since Gongming Subdistrict Office and Yulv
Residents Committee have never received any requests of demolishing or expropriating
Shenzhen Guangming Properties by any government authorities.
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We received a confirmation letter from Gongming Subdistrict Office and Yulv Residents
Committee dated April 8, 2015, confirming that (i) the Historical Illegal Constructions of
Shenzhen Guangming Properties have made relevant filings at the competent authorities in
accordance with relevant regulations in Shenzhen and the relevant government authorities are in
the process of handling such application; (ii) it is expected that the relevant government
authorities will introduce measures to manage the Non-Historical Illegal Constructions,
including the Non-Historical Illegal Constructions of Shenzhen Guangming Properties; (iii) the
Shenzhen Guangming Properties are not included in any plan for demolition or reconstruction
in Guangming District; and (iv) Yulv Residents Committee has undertaken that no demolition
will be undertaken at the Shenzhen Guangming Properties during the Exclusion Period. As
advised by our PRC legal advisors, Gongming Subdistrict Office is the competent government
authority to accept the filing of Historical Illegal Constructions in Shenzhen Guangming
Properties.

We also received a confirmation letter from the Shenzhen Land Commission dated May
14, 2015, confirming that the Historical Illegal Constructions of the Shenzhen Guangming
Properties, (i) are not referred in any existing land expropriation or transfer record; (ii) are not
included in any urban reconstruction planning scheme in Guangming District; and (iii) do not
run counter to any of the urban planning projects in Shenzhen.

Undertakings by the lessors

As of the Latest Practicable Date, there has not been any dispute, litigation or other
disagreement between the lessors of the Shenzhen Guangming Properties and us regarding the
title of the leased Shenzhen Guangming Properties and no breach of lease agreements by either
party in respect of the leased Shenzhen Guangming Properties. In addition, there has not been
any investigation or penalty initiated by the government relating to the leases or the titles of the
leased Shenzhen Guangming Properties as of the Latest Practicable Date.

The lessors of the Shenzhen Guangming Properties have issued respective undertaking
letters to us dated June, 2015 (the “Lessors’ Undertaking”), pursuant to which the lessors
covenanted that (i) they will not take any initiative to require us to move out of the Shenzhen
Guangming Properties during the term of relevant lease agreements; (ii) we have an option to
renew the lease agreements for another three years upon expiry of relevant lease agreement; (iii)
we have an option to early terminate the relevant lease agreements due to the title defects of the
Shenzhen Guangming Properties without paying any penalties or compensation; and (iv) they
will take all possible remedial measures, pursuant to the measures or schemes to be introduced
by the Shenzhen Government, to rectify the title defects in respect of the Historical and
Non-Historical Illegal Constructions of the leased Shenzhen Guangming Properties in a timely
manner.

The lessors further confirmed that they have made required filings for relevant Historical
Illegal Constructions and the government authorities are in the process of handling the
application.

Under the Lessors’ Undertaking, the lessors further covenanted to us that if the
Historical and Non-Historical Illegal Constructions of the leased Shenzhen Guangming
Properties are required to be demolished, expropriated or to be imposed on other measures
which renders performance of the lease agreements impossible or adversely affect our
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day-to-day use of such properties, the lessors will compensate us for all losses, liabilities and
expenses resulting from such title defects.

Potential risks with respect to the Shenzhen Guangming Properties

As advised by our PRC legal advisors, the potentials risks with respect to the Shenzhen
Guangming Properties are set out below. Given that the Group has not received any challenges
from the government authorities to vacate from the Shenzhen Guangming Properties, and based
on the remedial measures taken by our Company, interviews with and confirmation letters
received from the relevant government authorities as mentioned above, our PRC legal advisors
are of the opinion that the risk of Shenzhen Guangming Properties being demolished or
expropriated is remote and we can continue to use the Shenzhen Guangming Properties.

1. Invalid and unenforceable leases

Our PRC legal advisors advised that there is a potential risk that the relevant government
authorities may deem the leases of the Shenzhen Guangming Properties invalid and
unenforceable as the lessors do not possess the relevant certificates and/or permits.

As of the Latest Practicable Date, there has been no disputes, litigations or other
disagreement between the lessors and us regarding the title of the Shenzhen Guangming
Properties. Our PRC legal advisors advised that the risk of the leases of the Shenzhen
Guangming Properties being deemed as invalid and unenforceable is remote since there has not
been any breach of lease agreements in respect of the Shenzhen Guangming Properties by either
party and no investigation or penalty was initiated by the government authorities in relation to
the leases or titles of the Shenzhen Guangming Properties as of the Latest Practicable Date.

2. Being forced to vacate from the Shenzhen Guangming Properties

Since (i) Gongming Subdistrict Office has consulted and confirmed with the relevant
government authorities that the Shenzhen Guangming Properties do not fall into any demolition
or reconstruction plan; (ii) the Group has not received any challenges from the government
authorities as to its rights to occupy and use the Shenzhen Guangming Properties or any
notification to vacate from such properties since the commencement of occupying the Shenzhen
Guangming Properties and up to the Latest Practicable Date; and (iii) Yulv Residents
Committee has undertaken that no demolition will be taken place to the Shenzhen Guangming
Properties during the Exclusion Period, our PRC legal advisors advised that the risk of us being
forced to vacate from the Shenzhen Guangming Properties is remote.

Nevertheless, there is a potential risk that we may be forced to vacate from the Shenzhen
Guangming Properties due to the defective titles.
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3. Right as owner or occupant of the Shenzhen Guangming Properties being
adversely affected

According to the relevant PRC laws and regulations, our right as owner or occupant of
the Shenzhen Guangming Properties may be adversely affected due to the absence of property
ownership certificates, such as our rights to transfer or lease the land and buildings and/or
subject the land and buildings to mortgage loans.

4. Fine or administrative penalty

Shenzhen Guangming Properties owned by us

Pursuant to Urban and Rural Planning Law of the PRC (H 3 A [ 3L A0 B 3 4881 5115, a
maximum penalty of 10% of the construction costs (being approximately HK$2,607,093) may
be imposed on the Group for the Self-constructed Properties.

Pursuant to Construction Law of the PRC (' # A\ R LA B ## 5£7%), the Administrative
Measures for the Construction Licensing of Construction Projects (&5 T.#2jifs T 7 n] 45 3L ¥
i%) and Construction Quality Management Regulations (& 3% L2 & & # ) of the PRC, a
maximum penalty of 2% of the construction costs (being approximately HK$521,419) may be
imposed on the Group for the owned properties.

Shenzhen Guangming Properties leased by us

Our PRC legal advisors advised that the Group is not liable to any fine or administrative
penalty should the leases of the Shenzhen Guangming Properties be deemed to be invalid and
unenforceable by the PRC court.

Our Directors are of the view that the title defects of Shenzhen Guangming Properties
are individually and collectively important to our operation. However, based on the PRC legal
advisors’ opinions above and the Directors’ understanding of this matter, our Directors consider
that the possibility that we are required to move out of the Shenzhen Guangming Properties due
to the demolition or reconstruction plan in Guangming District is remote and the title defects
will not have any material adverse effect on our Group. As such, we have not made any
provision and we intend to continue to use and lease the Shenzhen Guangming Properties until
the relevant lease expires in October 2019. We will evaluate the latest development of relevant
laws and regulations on a regular basis and take actions as the Directors consider appropriate.

Failure to obtain the relevant permits and certificates for properties due to Historical or
Non-Historical Illegal Constructions is very common in Shenzhen, therefore the absence of the
relevant permits and certificates for the Shenzhen Guangming Properties does not result in any
discount on the rent. Based on our experiences, properties in Shenzhen with relevant permits
and certificates do not result in any significant premium on the rent charged by the lessors.

To ensure business continuity of our production facilities and to mitigate the potential
risk of demolition and expropriation of the Shenzhen Guangming Properties in relation to the
Historical Illegal Constructions and/or Non-Historical Illegal Constructions, we implemented a
contingency relocation plan. Please see below for further details.
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Backup relocation plan of the Shenzhen Guangming Properties

Although we consider that the possibility of being forced to move out and relocate from
the Shenzhen Guangming Properties is remote, we have entered into four legally binding
pre-lease agreements (each a “Pre-lease Agreement” and collectively the “Pre-lease
Agreements”) with three independent third parties, namely Shenzhen Yihaida Invesmtnet
Company Limited (ZRYITHIZIEER E A R/AF), Shenzhen Hongfa Investment Holdings
Company Limited (YT 72 8% & % B A BR/A 7)) and Shenzhen Huahong ICT Technology
Company Limited (YT # 2 G @A AR /AF) (each a “Backup Plant Landlord” and
collectively “Backup Plant Landlords”), as part of our contingency relocation plan.

Pursuant to the Pre-lease Agreements, on or prior to December 31, 2016, we have the
right, but not the obligation, to request the Backup Plant Landlords to fix the commencement
date of the lease and enter into formal lease agreements with us within 15 days to lease any or all
plants located at:

(1) Hongye Industrial Park, Lezhujiao Huangma Community, Xixiang Road, Baoan
District, Shenzhen;

(ii))  Hongao Industrial Park, Intersection of Gongming Genyu Road and Nanming
Road, Guangming District, Shenzhen;

(iii) Hongfa Technology Industrial Park, Shiyan Tangtou Village, Guangming
District, Shenzhen; and

(iv)  Huahong ICT Industrial Park, Intersection of Gongming Genyu Road and
Nanming Road, Guangming District, Shenzhen,

with a total GFA of 317,193.21 sq.m. (each a “Backup Plant” and collectively the
“Backup Plants”).

We have an option to renew the Pre-lease Agreements for another three years if no formal
lease agreements were entered into on or before December 31, 2016.

Overview of the Backup Plants

The Backup Plants are located approximately 10 km, 4 km, 4 km, and 4 km away from
the Shenzhen Guangming Properties respectively. As of the Latest Practicable Date, Backup
Plants were partially occupied by third parties, but the Backup Plant Landlords confirmed that
they will provide vacant possession to us within three months from the date of entering into the
formal lease agreements.

As advised by our PRC legal advisors, the Backup Plant Landlords own the legal title
and are entitled to lease the Backup Plants, and the Pre-lease Agreements are legal, valid and
binding. On the basis that (i) the total GFA of the Backup Plants is 317,193.21 sq.m.; and (ii)
total GFA of the Shenzhen Guangming Operations is 285,604.73 sq.m., our Directors consider
that the Backup Plants have sufficient space to accommodate the Shenzhen Guangming
Operations. To the best knowledge of our Directors, there are other alternative production
facilities (other than the Backup Plants) with comparable size and rent within close vicinity of
the Shenzhen Guangming Properties available for long term lease.
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Salient terms of the Pre-lease Agreements entered into with the Backup Plant Landlords

The salient terms of the four Pre-lease Agreements are substantially the same as
summarized below:

Term: From date of the Pre-lease Agreement up to and
including December 31, 2016. Option to renew the
Pre-lease Agreement for another three years if no
formal lease agreement was entered into on or before
December 31, 2016.

Subject matter: We should give written notice to the Backup Plant
Landlord as to the commencement date of the formal
lease of the Backup Plant by December 31, 2016 or
any other date as agreed with the Backup Plant
Landlord in writing. A formal lease agreement with
the Backup Plant Landlord must be entered into
within 15 days from the date of such written notice.
The Backup Plant Landlord is obliged to provide
vacant possession of the Backup Plant to us within
three months from the date of the formal lease
agreement, with a term of five years.

Rental amount: The rent for all the Backup Plants in the first year is
RMB6.52 million per month (equivalent to
approximately HK$8.15 million). Starting from the
second year, the rent for all the Backup Plants will
increase by 8% per annum over the previous year.

Deposit: The total deposit amount for all the Backup Plants is
RMB430,000 (equivalent to approximately
HK$537,500) and was paid by the Company upon
signing of the respective Pre-lease Agreement in
April 2015.

Remedy: There is no specific amount of compensation to us if
the Backup Plants Landlord fails to provide vacant
possession of the Backup Plant(s). However, in such
case, the Backup Plants Landlord is obliged to search
for alternative plants for us and to bear all additional
costs incurred as a result and shall return double of
the deposit amount to us. Please see “Risk factors —
Risk Relating to Our Industry and Business — Any
disruption of our current production facility could
reduce or restrict sales and materially and adversely
affect our business.” in this document for details of
the risks involved.
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Backup relocation time frame of the Shenzhen Guangming Operations

In the course of any relocation, to avoid material disruption to our production, our
production units can be moved to the Backup Plants in phases. Given that (i) the Shenzhen
Guangming Operations are only 4-10 km away from the Backup Plants; and (ii) most of our
machinery and equipment are relatively light in weight, each round of transportation of the
machinery and equipment by vehicle from the Shenzhen Guangming Operations to the Backup
Plants can be completed within 25 minutes. It is estimated that the relocation of the equipment
in each phase requires approximately 6 business days (the “Relocation Period”), of which 3
business days are for the disassembly of equipment in the Shenzhen Guangming Operations and
transfer to the Backup Plants, and another 3 business days are for installation, testing and
calibration for the production units. Therefore, we expect our Shenzhen Guangming Operations
can be fully ramped up for production within 90 business days from the date we commence the
actual physical relocation.

Sufficient employees for the Backup Plants

There were approximately 20,000 employees working in the Shenzhen Guangming
Operations as of the Latest Practicable Date, most of whom are skilled labor. Since the
Shenzhen Guangming Operations are in close proximity to the Backup Plants, and based on our
communications with our employees, we believe that the number of employees who are
unwilling to relocate to the Backup Plants is limited. In the event that some of these skilled
labor are unwilling to relocate to the Backup Plants, we believe, based on our past experience,
that there will be no difficulties in recruiting new employees to work in our Backup Plants and
only seven days of training are required for their positions.

We estimated that out of the approximately 20,000 employees in the Shenzhen
Guangming Operations, about 2,000 employees are considered to be core employees. The core
employees mainly include the senior and mid-level management and leaders of the production
lines. Based on our communications with these employees, we believe the relocation plan to the
Backup Plants will not impact their employment status with us.

Estimated cost of backup relocation plan

We estimate the costs to relocate the Shenzhen Guangming Operations to the Backup
Plants will be approximately HK$19.3 million and in the event of such relocation the costs will
be funded by our internal resources.
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The table below sets out the breakdown of the estimated cost of relocation:

Shenzhen
Guangming
Operations to
Backup Plants

(HKS$ million)
Relocation and testing expenses relating to machinery,

production lines and office equipment . .. ........ ... ... . . .. .. ... ... 17.7
Training and recruitment . . .. ... ... .. .ttt 0.3
Expansion of canteens . . ... .. ... ... 0.8
Relocation INSUTANCE . . . . . ottt e e et e e e e e 0.5
Total relocation costs . . . ... ... .. . ... 19.3

Estimated loss in the unlikely event of production stoppage arising from the relocation

Our PRC legal advisors advised that, as a matter of administrative practice of the
government authorities, a reasonable period of time of approximately three to six months will
possibly be granted to us for the arrangement of relocation. As such, we believe that we have
sufficient time to devise the requisite preparations and execute the relocation of Shenzhen
Guangming Operations.

Given that the Shenzhen Guangming Operations will move in phases, the loss in revenue
(if any) would only arise from the production stoppage of that group of production units
throughout the Relocation Period. If in the unlikely event that the relocation of Shenzhen
Guangming Operations is required, the estimated loss would be as follows:

The average daily turnover for the Shenzhen Guangming Operations is estimated to be
approximately HK$14.2 million based on its total turnover in Fiscal 2015 of approximately
HK$4.2 billion divided by 295 working days (i.e. 6 working days per week times 52 weeks less
12 public days and 5 extra days of leave for the Chinese New Year Holidays). On such basis, the
daily turnover of the production units in each phase is estimated to be approximately HK$1.2
million and the maximum loss of revenue for the Relocation Period would be approximately
HK$108 million. In this scenario, the potential loss of revenue due to the relocation of
Shenzhen Guangming Operations would only amount to approximately 2.5% of our Group’s
total revenue in Fiscal 2015 and our Directors believe such loss of revenue will not have any
material and adverse impact on our Group’s financial performance.

No material disruption to production

Our Vietnam facilities will commence production in the first quarter of 2016, with the
proposed annual production capacity as set out in section headed “Business — Production —
Production Expansion Plan” in this document. In the unlikely event that we are forced to vacate
from the Shenzhen Guangming Operations, our Vietnam facilities will have sufficient
production capacity to fulfill the production needs of the Shenzhen Guangming Operations
during the Relocation Period and we do not expect any material disruption to our production nor
material and adverse impact on our Group’s operation.
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Indemnity

With regard to the Shenzhen Guangming Properties, in the case where such properties
are required to be demolished or become involved in any disputes, or our day-to-day use of such
properties is adversely affected due to the title defects, our Controlling Shareholders have
undertaken to indemnify and keep each of our Group members indemnified against all losses,
fines or expenditures incurred as a result thereof if the lessors of such properties fail to fully
compensate us.

Internal Control Measures

Regarding the leasing and purchasing of properties, to prevent future recurrence of
occupying properties with defective titles, our Company has established a policy regarding
selection and approval of leasing and purchasing of properties. The policy has defined clear
internal control measures we will adopt as follows:

(1) Designated Mr. Yiu Ka So, a senior management, to overall handle leasing and
purchasing of properties and registration of leases, and to monitor the progress of
registration with the relevant landlord.

(ii) Implement a formal request and approval form and define a management level for
approval for the process of leasing and purchasing of properties.

(iii)  Establish a compliance checklist for processing leases. The compliance checklist
will include the timeframe for the leasing procedure, due diligence procedures to
be performed on the landlord and documents to be obtained/inspected from the
landlord.

(iv)  Involve an internal or external legal expert to perform due diligence on relevant
landlord to confirm the title of the property, and assist the Company to confirm
the validity of the documents obtained from the landlord.

(v) Mr. Yiu Ka So, a senior management, will monitor work as to the validity of the
title and/or the registration of the lease in respect of the property in question, and
report to Mr. Yiu Kar Chun Antony, our Chief Financial Officer, who was
designated to supervise the compliance related matters at Group level. Mr. Yiu
Kar Chun Antony will report to the Board on regular basis.

(vi)  The Board will prudently review future properties, particularly the nature,
designated usage and the underlying title of the relevant properties.
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Furthermore, the following entity-level control measures have been designed and
implemented in order to prevent the recurrence of any of the aforementioned non-compliance
matters in the future:

(1) To ensure the Group’s compliance with applicable laws, regulations and rules,
Mr. Yiu Ka So, a senior management, is responsible for monitoring day-to-day
compliance related matters. Mr. Yiu Ka So will report, on periodic basis, to Mr.
Yiu Kar Chun Antony, our Chief Financial Officer, who was designated to
supervise the compliance related matters at Group level. Mr. Yiu Kar Chun
Antony will report to the Board on compliance related matters and is authorized
to enlist the professional assistance and advice of external professional advisors
if and whenever deemed appropriate or necessary.

(i1) Upon Listing, an audit committee will be set up to ensure proper internal control,
with written terms of reference in accordance with Appendix 14 to the Listing
Rules, to review our internal control and risk management systems and monitor
the effectiveness of our internal audit function. The Company’s internal audit will
regularly monitor key controls and procedures in order to assure our management
and Board of Directors that the internal control system is functioning as intended.

(iii)  Independent internal audit consultants will be engaged by the Company to
perform regular reviews of the Group’s material internal control measures on an
annual basis. The independent internal controls consultant to be appointed shall
be a professional firm specializing in corporate governance, internal audit and
internal control review services and which has the relevant experience in
providing internal control review services to listed companies.

In addition, we have appointed Guotai Junan International as our compliance adviser
with effect from the date of the Listing to advise on ongoing compliance with the Listing Rules
and other applicable securities laws and regulations in Hong Kong.

Our Company has taken all reasonable steps to establish a proper internal control system
as recommended by our internal control consultant and the Directors consider that the
implementation of the internal control measures outlined above can prevent the recurrence of
our previous identified non-compliance incidents. As such, our Directors are of the view that
our enhanced internal control measures are adequate and effective, and the Sole Sponsor, taking
into account the internal control consultant’s view and discussion with the senior management
of the Company, does not have a reasonable ground to disagree with our Directors’ foregoing
view.
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INTELLECTUAL PROPERTY

We rely on a combination of trademark, trade secret and other intellectual property laws
as well as confidentiality agreements with our employees, suppliers, customers and others to
protect our product design, trade secrets and other intellectual property rights. As of the Latest
Practicable Date, we had 95 registered trademarks in China, 16 registered trademarks in Hong
Kong and 38 trademarks registered in other countries. As of the same date, we also had four
pending trademark applications in other countries and areas, respectively. In addition, as of the
Latest Practicable Date, we had a total of 85 issued patents (including 26 in the U.S., 21 in the
PRC, 11 in Hong Kong, seven in Taiwan, eight in Japan, 11 in Europe and one in other countries
and regions) and 32 pending patent applications (including 14 in the PRC, nine in the U.S. and
nine in other countries and regions). As of the same date, we had 26 domain names.

For details of our intellectual property portfolio, see “Appendix IV — Statutory and
General Information — B. Further information about our Business — 2. Material Intellectual
Property Rights of the Group”.

As of the Latest Practicable Date, we have not been sued for infringement of intellectual
property rights by any third party, and we were not aware of any threatened material
proceedings or claims relating to intellectual property rights against us. Moreover, despite our
best efforts, we cannot be certain that third parties will not infringe or misappropriate our
intellectual property rights or that we will not be sued for intellectual property infringement.
See “Risk Factors — Risk Factors Relating to Our Industry and Business — Our intellectual
property rights are critical to our success and failure to protect such intellectual property rights
may materially and adversely affect our ability to compete.”

INSURANCE

We maintain adequate insurance policies to safeguard against risks and unexpected
events. We have purchased property insurance covering our facilities, equipment and our
inventories (including raw materials and finished goods). We have also purchased product
liability insurance, key-man life insurance, business interruption insurance and vehicle
insurance. In addition, we participate in government sponsored social security programs
including pension, unemployment insurance, childbirth insurance, work-related injury
insurance, medical insurance and housing fund. Our Directors believe that the Group’s
insurance policies are adequate and consistent with the common industry practice in the PRC.
During the Track Record Period and up to the Latest Practicable Date, we have not received any
material insurance claims against us.
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EMPLOYEES

As of March 31, 2015 and the Latest Practicable Date, we had 19,539 and approximately
20,000 full-time employees, respectively. Most of our employees are located in Guangdong
Province, China. A breakdown of our employees by function as of March 31, 2015 is set forth

below.

Number of Percentage of

Employees Total (%)
Executive Officers . ........ ... ... . ... ... 59 0.3
Product Design, Research and Development . .............. 934 4.8
Sales and Marketing .. ........ ... ... ... .. 100 0.5
Supply Chain Management . .......................... 359 1.8
Production . ... .. ... . . . .. e 15,815 81
Quality Control ... ... ... . 1,385 7.1
Information Technology . ......... ... ... ... ... ....... 104 0.5
Human Resources and Administrative Personnel . ........... 711 3.6
Accounting and Finance ............. ... ... ... ....... 72 0.4
Total . . ... .. 19,539 100.0

(" The number does not include part-time employees.

We believe our success depends heavily upon our employees’ provision of consistent,
quality and reliable services. In order to attract, retain and develop the knowledge, skill level
and quality of our employees, we place a strong emphasis on training our employees. We
provide on-site training periodically and across operational functions, including introductory
training for new employees, technical training, professional and management training,
team-building and communications training. In addition, we sponsored qualified employees to
attend other off-site management and technical training courses. We have a management trainee
program for which we recruit annually university graduates in specific disciplines with high
management potential.

We enter into individual employment contracts with our employees to cover matters such
as wages, employee benefits, safety and sanitary conditions in the workplace, and grounds for
termination. We have designed an evaluation system to assess the performance of our
employees. This system forms the basis of our determinations of whether an employee should
receive salary raises, bonuses or promotions. Most of our technical personnel are trained and
promoted internally, leading to greater employee stability and loyalty.

We do not use any employment agent. Pursuant to regulations in each of the local
jurisdictions where we operate, we make contributions to various employee benefit plans.
Employee benefits covered by these arrangements include employee benefits required by PRC
laws and regulations as well as incentives for increasing production quantity, accommodations,
meals and travel allowances. We also contribute to social security insurance covering pension
insurance, medical insurance, unemployment insurance, personal injury insurance and
maternity insurance (where applicable) as well as a housing fund for our employees according
to the relevant PRC laws and regulations.
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As of the Latest Practicable Date, we had one workers’ union in Shenzhen, the PRC. We
have not experienced any significant difficulty in recruiting employees nor have we had any
significant staff compensation or labor disputes. We consider that we have maintained
satisfactory relations with our employees.

ENVIRONMENTAL MATTERS

We are subject to PRC environmental laws and regulations including the Environmental
Protection Law of the PRC. These laws and regulations govern a broad range of environmental
matters, including air pollution, noise emissions and water and waste discharge. We consider
the protection of the environment to be important and have implemented measures in the
operation of our business to ensure our compliance with all applicable requirements under the
PRC environmental laws and regulations.

We believe that our production process does not generate hazards that have any
significant adverse effect on the environment and our environmental protection measures are
adequate to comply with all applicable current local and national PRC regulations.

RMIA Shenzhen and RM Shenzhen are subject to PRC environmental laws and
regulations. As we have completed the relevant reporting and/or registration procedures in
accordance with the applicable environmental protection laws and regulations with the relevant
administrative departments of environmental protection and obtained approvals from such
authorities, our PRC legal advisors have confirmed that we are in compliance with the relevant
environmental protection laws and regulations. Our operations are subject to regulation by local
environmental authorities. If we fail to comply with present or future laws and regulations, we
would be subject to fines, suspension of business or cessation of operations.

During the Track Record Period, we have not received any complaint from our customers
or any other parties in respect of any environmental protection issues, and we have not
experienced any material environmental incidents arising from our manufacturing activities.
During the same period, no administrative sanctions or penalties have been imposed upon us for
the violation of environmental laws or regulations. Our annual cost for compliance with
applicable environmental rules and regulations totaled HK$1.3 million, HK$1.6 million and
HK$1.5 million, respectively, in Fiscal 2013, 2014 and 2015. We expect annual cost for
compliance with applicable environmental rules and regulations in Fiscal 2016 will be
approximately HK$1.7 million.

OCCUPATIONAL, HEALTH AND SAFETY

Our operations are subject to regulation and monitoring by local work safety authorities.
If we fail to comply with present or future laws and regulations, we would be subject to fines,
suspension of business or cessation of operations. We have established work safety policies and
procedures to ensure that our operations are in compliance with applicable work safety laws and
regulations.

As confirmed by our PRC legal advisors, RMIA Shenzhen and RM Shenzhen are subject
to PRC labor laws and regulations, and there has been no record of administrative penalty on us
for violations of labor laws and regulations.
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During the Track Record Period, we did not experience any material accidents during
our manufacturing process.

LEGAL PROCEEDINGS

As of the Latest Practicable Date, there were no litigation, arbitration or administrative
proceedings pending or threatened against the Group or any of our Directors which could have
a material and adverse effect on the Group’s financial condition or results of operations. We
may from time to time become a party to various legal, arbitration or administrative proceedings
arising in the ordinary course of our business.

LICENSES, REGULATORY APPROVALS AND COMPLIANCE

Our Directors, as advised by our PRC legal advisors, confirm that during the Track
Record Period and up to the Latest Practicable Date, we have complied with all relevant PRC
laws and regulations in all material respects and have obtained all requisite licenses, approvals
and permits from relevant regulatory authorities for our operations in China, except as disclosed
in “— Properties” and “— Regulatory non-compliance” herein.

Regulatory non-compliance

Some of our Hong Kong subsidiaries failed to hold annual general meeting and/or lay the
audited accounts before the respective general meetings within nine months from the ending
date of the accounting reference period pursuant to section 122 of the former Companies
Ordinance and/or section 429 of the Companies Ordinance. Please see below details of our
subsidiaries involved and the relevant period of such non-compliance:

Subsidiaries Period involved
RMIGHK ........ ... .. . . . .. . . . . ..., 2006, 2009, 2010

Honour First HK . . ..................... 2006, 2009-2011

RMI Vietnam HK . ..................... 2007, 2009-2011, 2014, 2015

The above non-compliances were unintentional and due to oversight of the
administrative staff responsible for supervision on secretarial matters. During relevant periods,
the above subsidiaries had relied on corporate secretarial services provided by an external
service provider to handle such matters. As of the Latest Practicable Date, the subsidiaries
listed above have taken steps to rectify such non-compliance by preparing the audited accounts
for all relevant periods and having them passed and approved at subsequent general meetings.

We had sought legal advice from Mr. Leung Wai-keung, Richard, barrister-at-law in
Hong Kong (the “Counsel”), on the possibility that the subsidiaries and their respective
directors will be prosecuted for the non-compliances. As advised by the Counsel, the maximum
penalty of such non-compliance is a fine of HK$300,000 and imprisonment for 12 months.
Having considered all relevant facts, the Counsel is of the view that the non-compliances are
very minor offenses in terms of gravity, and the chance of prosecuting the offenses in respect of
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the above non-compliance is not high. Even in the highly unlikely event of conviction, the
likelihood of the imposition of a maximum sentence would be extremely remote and the likely
sentences would only be fines which are much lower than the maximum fines. Since the
non-compliance was not willful, it would be highly unlikely that custodial sentences would be
imposed on any directors of the above subsidiaries.

To avoid recurrence of similar non-compliance in the future, we have taken additional
measures to improve our corporate governance and internal control to ensure full compliance
with applicable laws and regulations. Our Directors will ensure our Hong Kong subsidiaries
will comply with the relevant regulatory requirements by designating our company secretary to
(a) monitor the regulatory requirements in respect of our Hong Kong subsidiaries; (b) work
closely with the external professional advisers engaged by our Group; and (c) keep abreast of
the relevant regulatory requirements. In addition, the Controlling Shareholders will enter into a
deed of indemnity with and in favor of the Group to provide indemnities in respect of monetary
fines, settlements payments and any associated costs and expenses which would be incurred or
suffered by us in connection with the above-mentioned non-compliance occurred on or before
the Listing Date.

Our Directors are of the view that we have taken all reasonable steps to establish a proper
internal control system as recommended by our internal control consultant to prevent future
recurrence of non-compliance incidents, and the Sole Sponsor, taking into account the internal
control consultant’s view and discussion with the senior management of the Company, does not
have a reasonable ground to disagree with our Directors’ foregoing view.

In addition, having considered the above non-compliance matters and our enhanced
internal control measures, the Sole Sponsor is not aware of any matter that would render our
Directors not suitable for directors of a listing company under Rules 3.08 and 3.09 of the Listing
Rules, or would render us not suitable for listing under Rule 8.04 of the Listing Rules.
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OVERVIEW

Immediately following the completion of the Capitalization Issue and the
[REDACTED] (assuming that the Over-allotment Option is not exercised and without taking
into account any Shares which may be issued upon the exercise of the options which may be
granted under the Share Option Scheme), Mr. Hung will directly and indirectly, through his
holding company, Regent Marvel, own in total [REDACTED]% of the issued share capital of
our Company. Accordingly, Mr. Hung and Regent Marvel will continue to be our Controlling
Shareholders.

The core business of our Group focuses on the innovating, design and manufacturing of
a wide range of intimate wear and functional sports products. Apart from our business, Mr.
Hung has control of or interest in Le Ying Trading (Hong Kong) Limited (“Le Ying”) engaging
in the sales of intimate wear in Hong Kong and PRC. Le Ying is a company established under the
laws of Hong Kong with the limited liability on March 2, 2011 and wholly owned by Mr. Hung.
Since its incorporation, Le Ying and its subsidiaries (the “Le Ying Group”) have been our
customer and is solely engaged in the retail business of selling intimate wear (the “Le Ying
Retail Business”). The Directors are of the view that our business activities, which focuses on
designing and manufacturing of intimate wear and functional sports products, are clearly
delineated from that of Le Ying, which only sells intimate wear directly to retail customers. In
order to focus on our design and manufacturing business and in line with our strategic plan, the
Le Ying Retail Business will not form part of our Group upon Listing.

Our Directors are of the view that Le Ying does not compete, and is unlikely to compete,
either directly or indirectly, with the business of our Group. Accordingly, neither of our
Controlling Shareholders nor Directors is interested in any business which is, whether directly
or indirectly, in competition with our business. To safeguard our Group from any potential
competition, each of our Controlling Shareholders has joint and severally and irrevocably
entered into the Deed of Non-competition in favor of the Group, pursuant to which our
Controlling Shareholders have undertaken to the Group that they would not, and would procure
their respective close associates (except for any members of the Group) would not, directly or
indirectly carry on, participate or be interested or engaged in or acquire or hold any business
which is or may be in competition with the our design and manufacturing business.

NON-COMPETITION UNDERTAKING

Our Controlling Shareholders have entered into a Deed of Non-competition in favor of
our Group on [@], 2015, pursuant to which each of our Controlling Shareholders has jointly and
severally and irrevocably undertaken to our Group that he/it shall not, and shall procure his/its
respective close associates (except for any members of the Group) shall not, during the
Restricted Period (as defined below), directly or indirectly, either on his/its own account or in
conjunction with or on behalf of any person, firm or company, among other things, invest in,
participate in, engaged in and/or operate or be interested in (in each case whether as a
shareholder, partner, agent, employee or otherwise) any business, which competes or is likely to
compete, directly or indirectly, with the existing businesses of any member of our Group (the
“RM Business”).

The non-competition undertaking does not apply to the holding of securities in a

company that is engaged in the RM Business and whose securities are listed on any stock
exchange, provided that our Controlling Shareholders or their respective close associates does
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not individually and in aggregate hold or control the voting rights in respect of 10% or more of
the issued share capital of such company.

The restricted period stated in the Deed of Non-competition refers to the period
commencing from the Listing Date and ending on the earlier of (i) the Shares of our Company
being canceled or ceased to be listed on the Stock Exchange; (ii) in relation to each Controlling
Shareholder, the relevant Controlling Shareholder and his/its respective close associates (except
for any members of the Group) ceasing to hold, directly or indirectly, any equity interest in our
Company; or (iii) our Controlling Shareholders and their respective close associates (except for
any members of the Group) ceasing to be entitled to exercise or control the exercise of 30% or
more in aggregate of the voting power at general meetings of our Company and have no power
to control the composition of the majority of the members of the Board or no longer being
recognized as our Controlling Shareholders under any applicable rules and regulations (the
“Restricted Period”).

Option for New Business Opportunities

Our Controlling Shareholders have undertaken that, during the Restricted Period, if the
Controlling Shareholders or their respective close associates (except for any members of our
Group) become aware of, notice, are recommended or provided with a new business opportunity
which will directly or indirectly compete or is likely to compete with the RM Businesses,
including but not limited to the opportunities which are the same with or similar to the RM
Businesses (the “New Business Opportunities™), our Controlling Shareholders shall and shall
procure their respective close associates (except for any members of our Group) to refer or
recommend the New Business Opportunities to our Group subject to relevant laws,
requirements or contractual arrangements with third parties:

(1) our Controlling Shareholders or their respective close associates (except for any
members of our Group) shall provide us with a written notification which
includes all reasonable and necessary information known by our Controlling
Shareholders or their respective close associates (except for any members of our
Group) (including the nature of the New Business Opportunities and necessary
information relating to the cost of relevant investment or acquisition) for us to
consider whether the New Business Opportunities constitute competition or
potential competition to the RM Businesses and whether engaging in such New
Business Opportunities would be in the best interests of our Group and our
Shareholders as a whole (the “Offer Notice”); and

(i1))  we shall respond to our Controlling Shareholders or their respective close
associates (except for any members of our Group) within 30 days upon receipt of
the Offer Notice. If we fail to reply within the above period, we shall be deemed
to have abandoned such New Business Opportunities. If we determine to take up
the New Business Opportunities, our Controlling Shareholders or their respective
close associates (except for any members of our Group) would be obligated to
offer such New Business Opportunities to us.
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Pre-emptive Rights

Our Controlling Shareholders have undertaken that, during the Restricted Period, if our
Controlling Shareholders or their respective close associates (except for any members of our
Group) intend(s) to transfer, sell, lease or license loyalties to a third party any businesses
engaged by him/it which competes or potentially competes with the RM Businesses or any other
businesses which would cause direct or indirect competition with the RM Businesses, it shall
offer us the pre-emptive right in terms of such opportunity with the equal terms subject to
relevant laws, requirements or contractual arrangements with third parties:

(1) our Controlling Shareholders or their respective close associates (except for any
members of our Group) shall provide us with written notice no later than the time
of any such disposals (the “Disposal Notice). For the avoidance of doubt, our
Controlling Shareholders or their respective close associates (except for any
members of our Group) are entitled to provide information and/or Disposal
Notice to any third parties at the same time or after providing the Disposal Notice
to us;

(i1) we shall reply to our Controlling Shareholders or their respective close associates
(except for any members of our Group) in writing within, whichever the later of,
the 30th day after receipt of the Disposal Notice and expiration of the period
offered to third parties for them to reply by our Controlling Shareholders or their
respective close associates (except for any members of our Group) before
exercising its pre-emptive rights;

(iii)  if we intend to exercise such pre-emptive rights, the terms shall be determined
with reference to fair market price; and

(iv)  our Controlling Shareholders or their respective close associates (except for any
members of our Group) shall not dispose of such businesses and interests to any
third parties unless (a) we decline to purchase such businesses and interests in
writing; (b) our Controlling Shareholders or their respective close associates
(except for any members of our Group) has not received the notice of exercising
such pre-emptive rights from us within the requested period; or (c) we fail to offer
the same or more favorable terms of acquisitions than those offered by any third
parties to our Controlling Shareholders or their respective close associates
(except for any members of our Group).

Option for Purchase

During the Restricted Period, on the condition that no relevant laws and regulations are
breached and agreements with third parties are complied with, we are entitled to acquire any
businesses operated by our Controlling Shareholders or their respective close associates (except
for any members of our Group) which competes or potentially compete with the RM Businesses
or any businesses or any interests of our Controlling Shareholders or their respective close
associates (except for any members of our Group) which are gained through the New Business
Opportunities (the “Option for Purchase). We are entitled to exercise the Option for Purchase
at any time, and our Controlling Shareholders or their respective close associates
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(except for any members of our Group) shall base on below conditions to offer the Option for
Purchase to us:

The terms and conditions shall be based on negotiation between the parties in line with
normal commercial practice which is fair, reasonable and in compliance with the interests of our
Group and our Shareholders as a whole. However, if a third party has pre-emptive rights in
accordance with applicable laws and regulations and/or a prior legally binding document, our
Options for Purchase shall be subject to such third-party rights. In such a case, our Controlling
Shareholders or their respective close associates (except for any members of our Group) will
use their best efforts to persuade the third party to waive its pre-emptive rights.

Right of First Refusal of the Le Ying Retail Business

In addition, Mr. Hung has irrevocably and unconditionally undertaken to us (for itself
and for the benefit of each of the members of our Group) that at any time during the Restrictive
Period, Mr. Hung and his close associates (except for any members of our Group) shall not
dispose of any interest in Le Ying Retail Business and shall procure Le Ying not to dispose of
any of its core assets or business or interests in its subsidiaries from time to time (if any),
without first offering to us the right to acquire such business or interest. If Mr. Hung intends to
dispose of his interests in Le Ying Retail Business, he shall first offer to our Company the right
to acquire such business or interest and provide relevant information including, among others,
the proposed consideration and the payment terms. The consideration shall be subject to
independent valuation by a qualified their party engaged by the Company. The relevant party
may only proceed with such disposal to any third party, on terms not more favorable than those
offered to us.

Further Undertaking

Our Controlling Shareholders have further undertaken that, subject to relevant law,
requirements or contractual arrangements with third parties:

(a) upon our request, they shall and shall procure their close associates (except for
any members of our Group) to provide us all necessary information for the
implementation of the non-competition undertaking;

(b) it would allow our authorized representatives or our auditors to have reasonable
access to the financial and corporate information necessary to its transactions
with third parties, which would assist with our judgments in respect of whether
our Controlling Shareholders or their respective close associates (except for any
members of our Group) has complied with the non-competition undertaking; and

(c) it would ensure that within 10 days of receipt of our written request, necessary
confirmation shall be made in writing as to the performance by our Controlling
Shareholders or their respective close associates (except for any members of our
Group) under the non-competition undertaking and our Controlling Shareholders
or their respective close associates (except for any members of our Group) shall
allow such confirmation to be included into our annual reports.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Our Controlling Shareholders and Directors confirm that they do not have any interest in
a business, apart from the business of our Group, which competes or is likely to compete,
directly or indirectly, with our business, which would require disclosure under Rule 8.10 of the
Listing Rules.

Having considered the following factors, our Directors are satisfied that we are capable
of carrying out our business independently from our Controlling Shareholders and their close
associates after the [REDACTED].

Management Independence

The Board comprises five executive Directors and three independent non-executive
Directors. Although Mr. Hung is our executive Director and is also our Controlling Shareholder
of the Company, our management and operational decisions are made by all our executive
Directors and senior management, most of whom have served our Group for a long time and
have substantial experience in the industry in which we are engaged. The balance of power and
authority is ensured by the operation of the senior management and our Board. Please see the
section “Directors, Senior Management and Employees” for further details.

Each of our Directors is aware of his/her fiduciary duties as a director which require,
among others, that he/she must act for the benefit of and in the best interests of our Company
and not allow any conflict between his/her duties as a Director and his/her personal interests.
Further, we believe our independent non-executive Directors can bring independent judgment to
the decision-making process of our Board. In addition, our Directors shall not vote in any Board
resolution approving any contract or arrangement or any other proposal in which he/she or any
of his/her associates has a material interest and shall not be counted in the quorum present at the
particular Board meeting.

Based on the above, our Directors are satisfied that our Board as a whole together with
our senior management team are able to perform the managerial role in our Group
independently.

Operational Independence

We entered into a sales agreement with Le Ying on [@], 2015, details of which are set out
in the section headed “Connected Transaction — Non-exempt Continuing Connected
Transaction” in this document. The revenue from continuing connected transaction gained from
the sales to Le Ying accounted for 2.0%, 1.1% and 1.0% of our total revenue in Fiscal 2013,
2014, 2015, respectively. As such, our Directors are of the view that our operational
independence will not be affected, given the size of the continuing connected transaction is
insignificant.

We also entered into a trademark licensing agreement with Le Ying, details of which are
set out in the section headed “Connected Transaction — Fully Exempt Continuing Connected
Transaction” in this document. Pursuant to the trademark licensing agreement, Le Ying agreed
to pay us 0.5% of their respective sales (net of value added tax) of products using our licensed
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trademarks as trademark royalty fees. Given the trademark royalty fees will only constitute a
small portion of our total revenue and the trademark royalty fees do not form part of our core
business, our Director are of the view that we do not rely on the trademark licensees and the
termination of trademark licensing arrangement will not substantially affect our business,
financial condition and results of operation.

Although our Controlling Shareholders will retain a controlling interest in our Company
after the Listing, we have full rights to make all decisions on, and to carry out, our own business
operations independently. Our Company (through our subsidiaries) holds or enjoys the benefit
of all relevant licenses necessary to carry out our businesses, and has sufficient capital,
equipment and employees to operate our business independent from our Controlling
Shareholders and their respective close assocaites. Our organizational structure is made up of
individual departments, each with specific areas of responsibilities. We have also established a
set of internal controls to facilitate the effective operation of our business.

Based on the above, our Directors are satisfied that we have been operating
independently from our Controlling Shareholder during the Track Record Period and will
continue to operate independently.

Financial Independence

Our Group has our own internal control, accounting and financial management system,
accounting and financial department, independent treasury functions for cash receipts and
payment and we make financial decision according to our own business needs.

We also have our own treasury function and independent access to third party financing.
Our Directors confirm that all financial assistance, including amounts due to, loans or guarantee
to loans provided by our Controlling Shareholders and their associates to our Group were or
will be settled in full or released before Listing. Our Directors believe that we are capable of
obtaining financing from independent third parties, if necessary, without reliance on our
Controlling Shareholders.

Based on the above, our Directors believe that we are able to maintain financial
independence from our Controlling Shareholders.
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We will continue to carry out certain transactions with certain connected persons (as
defined under Chapter 14A of the Listing Rules) upon Listing. Such transactions will therefore
constitute continuing connected transaction of our Group under Chapter 14A of the Listing
Rules.

CONNECTED PERSONS
The following persons will be our connected persons upon Listing:

o Mr. Hung, an executive Director and a substantial Shareholder, hence our
connected person; and

. Le Ying, a limited company incorporated in Hong Kong and wholly-owned by Mr.
Hung, hence an associate (as defined under Chapter 14A of the Listing Rules) of
Mr. Hung and our connected person.

Accordingly, the following transactions with Mr. Hung or his respective associates,
which will continue after the Listing, will constitute continuing connected transactions of our
Group under Chapter 14A of the Listing Rules.

FULLY EXEMPT CONTINUING CONNECTED TRANSACTION

We set out below details of the continuing connected transaction which is exempt from
the annual reporting, annual review, announcement, circular and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.

Framework Trademark Licensing Agreement

Our Company entered into the Framework Trademark Licensing Agreement with Le
Ying on [@], 2015 pursuant to which our Company agreed to grant and procure its subsidiaries
to grant to Le Ying and its subsidiaries (the “Le Ying Group”) a non-exclusive and
non-transferrable right to use our registered trademarks and trademarks under application,
namely “ REGINAMIRACLE” and “ #8 ” in the PRC and Hong Kong.

The Framework Trademark Licensing Agreement will become effective on the Listing
Date and is