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The publication of this Post Hearing Information Pack is required by The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) and the Securities and Futures Commission (the “SFC”) solely for the purpose of

providing information to the public in Hong Kong.

This Post Hearing Information Pack is in draft form. The information contained in it is incomplete and is subject

to change which can be material. By viewing this document, you acknowledge, accept and agree with the

Company, its sponsors, advisers or members of the underwriting syndicate that:
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this document is only for the purpose of providing information about the Company to the public in Hong
Kong and not for any other purposes. No investment decision should be based on the information contained
in this document;

the publication of this document or supplemental, revised or replacement pages on the Stock Exchange’s
website does not give rise to any obligation of the Company, its sponsors, advisers or members of the
underwriting syndicate to proceed with an offering in Hong Kong or any other jurisdiction. There is no
assurance that the Company will proceed with the offering;

the contents of this document or supplemental, revised or replacement pages may or may not be replicated
in full or in part in the actual final listing document;

the Post Hearing Information Pack is not the final listing document and may be updated or revised by the
Company from time to time in accordance with the Listing Rules;

this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement
offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the public to make
offers to subscribe for or purchase any securities, nor is it calculated to invite offers by the public to
subscribe for or purchase any securities;

this document must not be regarded as an inducement to subscribe for or purchase any securities, and no
such inducement is intended;

neither the Company nor any of its affiliates, advisers or underwriters is offering, or is soliciting offers to
buy, any securities in any jurisdiction through the publication of this document;

no application for the securities mentioned in this document should be made by any person nor would such
application be accepted;

the Company has not and will not register the securities referred to in this document under the United States
Securities Act of 1933, as amended, or any state securities laws of the United States;

as there may be legal restrictions on the distribution of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions applicable
to you; and

the application to which this document relates has not been approved for listing and the Stock Exchange
and the SFC may accept, return or reject the application for the subject public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are reminded

to make their investment decisions solely based on the Company’s prospectus registered with the Registrar of

Companies in Hong Kong, copies of which will be distributed to the public during the offer period.
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This section aims to give you an overview of the information contained in this document. As
this is a summary, it does not contain all the information that may be important to you. You should
read the entire document before you decide to [REDACTED].

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

OVERVIEW

We are the largest pearlescent pigment producer in the PRC market as measured by revenue in
2020 with a market share of 11.0%, according to the Frost & Sullivan Report. In the global market,
we are the fourth largest pearlescent pigment producer as measured by revenue in 2020 with a market
share of 3.0%. Our principle products include natural mica-based and synthetic mica-based
pearlescent pigment products. Pearlescent pigment products are generally used as colourants in a wide
range of industrial and non-industrial applications. The synthetic mica-based pearlescent pigment
market is in a state of rapid development and accounted for 15.8% of the PRC pearlescent pigment
market of RMB4,843.9 million in 2020. The market size of the global pearlescent pigment market
reached RMB18.9 billion in 2020, in which the synthetic mica-based pearlescent pigment market
accounted for a market share of 11.7%.

Our business principally focuses on the production and sales of a comprehensive portfolio of
pearlescent pigment products for use in diverse applications and industries, including industrial
coatings, plastics, textiles and leather, cosmetics and automotive coatings. We are a midstream
producer in the value chain of pearlescent pigment industry. Our pearlescent pigment products can be
broadly divided into (a) natural mica-based pearlescent pigment products; (b) synthetic mica-based
pearlescent pigment products; (c) glass flake-based pearlescent pigment products; and (d) silicon
oxide-based pearlescent pigment products, and they are sold to customers in the PRC and more than
30 countries and territories in Asia (excluding the PRC), Europe, Africa and South America under our
brand of “Chesir Pearl” CHESIR - In addition, we also produce and sell synthetic mica powder of
different granule sizes whiCh can be used for the production of different grades of pearlescent pigment
products (including those used in cosmetics, ceramics and automotive applications) and also as raw
materials for the production of functional fillers, insulating materials, refractory materials and
nickel-hydrogen batteries.

Our pearlescent pigment products primarily use natural mica, synthetic mica, glass flakes and
silica as substrates, which are coated with a single or multiple layers of metal oxides. As of the Latest
Practicable Date, our pearlescent pigment products comprised a comprehensive portfolio of various
applications, colours, texture and glossiness, which include 473 natural mica-based pearlescent
pigment products, 266 synthetic mica-based pearlescent pigment products, 30 glass flake-based
pearlescent pigment products and five silicon oxide-based pearlescent pigment products. Our
synthetic mica powder products are of different granule sizes.

Our research and development efforts focus on the development of new products and
applications, improving our production and processing technology, enhancing our efficiency and
upgrading our production plant and machinery. Our research and development efforts are well
recognised and we have received a number of awards and recognitions. We obtained the accreditation
of “National Intellectual Property Advantage Enterprise” (%%ﬂ?ﬁi%fg@%ﬁéi) in 2017 and
“Innovative Technology Exemplary Enterprise” (¥ fli & #7 7~ # 4> 2£) in Guangxi Zhuang Autonomous
Region in 2018. One of our registered patents was awarded with gold award in 2014 and three
registered patents were awarded with silver award in 2014, 2017 and 2018 in “Guangxi Invention

Creation Exhibition and Trade Fair Project” (E% VG 58 B A1 5 R R xS S e TH H ).

As a result of our devoted efforts and commitments, we have achieved significant revenue
growth during the Track Record Period. Our revenue increased significantly by 38.5% from
RMB318.2 million in 2018 to RMB440.6 million in 2019. Our revenue further increased by 29.2% to
RMB569.1 million during the year ended 31 December 2020.

According to the Frost & Sullivan Report, the market size of the global pearlescent pigment
market is expected to reach RMB44.6 billion by 2025 at a CAGR of 23.9% from 2021 to 2025, among
which synthetic mica-based pearlescent pigment is expected to account for a market share of 23.6%.
The PRC pearlescent pigment market is also in a state of rapid development and is expected to reach
RMB14.2 billion by 2025 at a CAGR of 30.8% from 2021 to 2025, among which synthetic mica-based
pearlescent pigment products market is expected to reach RMB4.6 billion, accounting for a market
share of 32.6%.

See page 84 to 100 of this document for further information.
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STRENGTHS

We believe that the following strengths have contributed to our success and distinguish us from
our competitors:

—  We are one of the largest pearlescent pigment product producers in the PRC.

—  Our proprietary production technologies and well-designed production plant and machinery are
key to ensuring our product quality.

— We have strong research and development capability.

—  We have a strong marketing team.

— We have an experienced management team.

See page 137 to 142 of this document for further information.
STRATEGIES

We intend to continue to increase our market share in the pearlescent pigment and synthetic mica
industries. To achieve our goals, we plan to pursue the following strategies:

— Expand our production capacity for the production of pearlescent pigment products.
—  Further strengthen our research and development capability.
— Enhance our market position through promoting our brand awareness.

See page 142 to 154 of this document for further information.
BUSINESS MODEL

Our pearlescent pigment products primarily use natural mica, synthetic mica, glass flakes and
silica as substrates, which are coated with a single or multiple layers of metal oxides. Our pearlescent
pigment products broadly include (a) natural mica-based pearlescent pigment products; (b) synthetic
mica-based pearlescent pigment products; (c) glass flake-based pearlescent pigment products; and (d)
silicon oxide-based pearlescent pigment products.

Our pearlescent pigment products are sold to trading company customers and end user customers
for different industrial applications. We also produce synthetic mica powder products of different
granule sizes for sales to our customers. Our products are sold in the PRC and international markets
under our own brand of “Chesir Pearl”. The diagram below illustrates our business model:
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| Processing and

| production Production

Production of natural
mica-based pearlescent
pigment product

1
. | Processing of natural
Natural mica | mica flakes to form

ﬁakeS. and | natural mica powder
chemical raw h
materials

Natural mica-based

Natural mica powder pearlescent pigment

\ 4

! products
1
1
: Production of synthetic
1 mica-based pearlescent
1 pigment product Synthetic mica-based End user
| pearlescent pigment customers
Silica, fused products
magnesia, ! mica flakes
alumina and B — e Synthetic mica flakes mica powder (in dry
chemical raw
I state)
materials \—) Synthetic mica powder )
products (in dry state) Trading
company

. customers
Production of glass

flake-based pearlescent
pigment product or

silicon oxide-based Glass flake-based

|
|
|
|
|
|
|
|
|
|
|
|
|
I Production of synthetic
|
|
|
|
|
|
|
|
|
|
|
|

I
I
I
1
1
1
1
1
1
1
1
1
1
1
1
I Production of synthetic 1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
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silica and EEEE @I EFEDu es) Processed glass flakes product > | products or silicon

chemllcal raw or silicon-oxides oxide-based pearlescent —
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See page 154 of this document for further information.
PRODUCTS

Pearlescent pigment is produced by coating of the substrate with a layer or multiple layers of
metal oxides with high refractive index, and is used to simulate the inherent lustre, brilliance and
gleam of natural pearls. Owing to the layered structure, light is reflected at different levels in the
pearlescent pigment, causing reflected lights to interfere with each other, leading to amplification and
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cancellation, which creates the pearlescent effect in the form of unique lustre and gleam. Through the
use of different substrates and adjustment to the thickness of the coatings in the production of
pearlescent pigment, there can be variation in the refractive indices and optical path leading to
different light reflection and formation of a variety of colours and colour effects. Pearlescent pigment
products have remarkable chemical properties such as temperature resistance, weather resistance,
lightfastness, water resistance and colour fastness. Pearlescent pigment products also cover diverse
colour spectrum and offer distinctive lustre properties and colour intensity.

Our pearlescent pigment products can be broadly divided into (a) natural mica-based pearlescent
pigment products; (b) synthetic mica-based pearlescent pigment products; (c) glass flake-based
pearlescent pigment products; and (d) silicon oxide-based pearlescent pigment products. Our
pearlescent pigment products are used as colourant in diverse applications and industries, including
industrial coatings, plastics, textiles and leather, cosmetics and automotive coatings. As of the Latest
Practicable Date, we offered four principal categories of pearlescent pigment products under different
product series with different colours, particle sizes and lustre level as follows:

(a) 473 natural mica-based pearlescent pigment products under 17 series of different colours,
texture and glossiness;

(b) 266 synthetic mica-based pearlescent pigment products under 14 series of different colours,
texture and glossiness;

(¢) 30 glass flake-based pearlescent pigment products under two series which has different
transparency, refractive index and flake structure; and

(d) five silicon oxide-based pearlescent pigment products under one series.

We also produce synthetic mica powder of different granule sizes. Our synthetic mica powder
is used by us for the production of synthetic mica-based pearlescent pigment products. Our synthetic
mica powder can also be used as raw materials for the production of functional fillers, insulating
materials, refractory materials and nickel-hydrogen batteries. During the Track Record Period, we
only sold a small portion of synthetic mica powder to our customers.

Downstream applications of our pearlescent pigment products
Our pearlescent pigment products can be used in different downstream applications as follows:
Industrial coatings

Pearlescent pigment possesses physical stability and can be used in coatings of various forms
including solvent-based, water-based and pigment powder. Pearlescent pigment, can withstand high
temperature and has high resistance to acid and alkali. These properties make pearlescent pigment
suitable in industrial coatings. During the Track Record Period, the revenue generated from our sales
to end user customers which engaged in industrial coatings industry amounted to RMB41.2 million,
RMB58.3 million and RMB60.2 million, respectively.

Plastics

Pearlescent pigment is used in plastics industry for its weather resistance, light and thermal
stability as well as the stability against chemical and mechanical impact. Pearlescent pigment can give
metallic and pearl lustre to plastics products and provide an even finish minimising cracks and pores
on the plastics surface. During the Track Record Period, the revenue generated from our sales to end
user customers which engaged in plastics industry amounted RMB12.0 million, RMB16.9 million and
RMB20.7 million, respectively.

Cosmetics

Pearlescent pigment has high colour saturation level and provide a wide array of colour, sparkle,
shimmer and glitter effects to cosmetics. During the Track Record Period, the revenue generated from
our sales to end user customers which engaged in cosmetics industry amounted RMBO0.5 million,
RMBO.1 million and RMB5.1 million, respectively.

Automotive coatings

Pearlescent pigment is widely used in automotive coatings due to its physical attributes of
anti-corrosion, colour strength, durability, good coverage, chemical inertness, weather resistance,
light and thermal stability, as well as the ability to withstand harsh environmental conditions and UV
exposure. The glossiness and the clean properties of the pearlescent pigment also provide premium
lustre finishes to automobiles and are extensively used in the manufacturing of cars. During the Track
Record Period, the revenue generated from our sales to end user customers which engaged in
automotive coatings industry amounted RMBO0.5 million, RMB1.0 million and RMB2.1 million,
respectively.
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Printing

Pearlescent pigment is widely used as printing ink in the printing industry and can be used with
different printing techniques, including gravure, letterpress printing, flexographic printing and screen
printing and applied to various substrates including paper and cardboard, textiles, plastics, metal,
glass and wood. Pearlescent pigment is used in printing for its good dispersion, consistency and
viscosity. Apart from the ability to create various optical effects and pearl lustre effect, pearlescent
pigment also has high water resistance, good light resistance, temperature stability and light fastness,
which increase its use as printing ink for both decorative and functional purposes.

Textiles and leather

Pearlescent pigment has the characteristics of wear resistance, thermal resistance, good air and
water permeability and corrosion resistance to organic solvents, and has been increasingly used in
surface colouring and surface processing for manufacturing of leather goods and is widely used in
leather, textiles and upholstery applications. During the Track Record Period, the revenue generated
from our sales to end user customers which engaged in textiles and leather industry amounted RMB5.8
million, RMB7.5 million and RMB15.5 million, respectively.

Ceramics

Pearlescent pigment can withstand high temperature and can be used in various kinds of ceramic
applications, including in-glaze, on-glaze, single-firing and third-firing. During the Track Record
Period, the revenue generated from our sales to end user customers which engaged in ceramics
industry amounted RMBO0.7 million, RMB1.2 million and RMB2.1 million, respectively.

Sales revenue, sales volume average selling price and gross profit margin
Sales revenue

The table below sets forth an analysis of our revenue by products for the Track Record Period:

Year ended 31 December

2018 2019 2020
% of % of
RMB’000 % of revenue ~ RMB’000 revenue RMB’000 revenue
Pearlescent pigment products

- Natural mica-based . . . ... ... 245,321 77.1 295,510 67.1 318,957 56.0
- Synthetic mica-based . . . . . . .. 68,280 21.5 124,705 28.3 197,141 34.6
- Glass flakes-based. . . . ... ... 1,375 0.4 13,865 3.1 46,821 8.2
- Silicon oxide-based . . . . . .. .. — — 75 " 2,869 0.5
314,976 99.0 434,155 98.5 565,788 99.4
Synthetic mica powder . . . . . . .. 3,268 1.0 6,428 1.5 3,325 0.6
Total 318,244 100.0 440,583 100.0 569,113 100.0

*  Value insignificant
Sales volume and average unit selling price

The table below sets forth the sales volume and the average unit selling price by products for
the Track Record Period:

Year ended 31 December

2018 2019 2020
Average Average Average
unit selling unit selling unit selling
Sales volume price Sales volume price Sales volume price
(RMB’000 (RMB’000 (RMB’000
(tonnes) per tonne) (tonnes) per tonne) (tonnes) per tonne)

Pearlescent pigment products

- Natural mica-based . . . . .. 7,217.9 34.0 8,822.4 33.5 10,056.8 31.7
- Synthetic mica-based . . . . . 1,228.8 55.6 2,231.8 55.9 3,943.5 50.0
- Glass flakes-based. . . . . . . 4.4 312.6 42.4 327.0 158.9 294.7
- Silicon oxide-based . . . . . . — — 0.1 750.0 5.9 486.3

8,451.1 37.3 11,096.7 39.1 14,165.1 39.9
Synthetic mica powder . . .. 84.4 38.7 167.8 38.3 78.2 42.5

Total 8,535.5 11,264.5 14,243.3
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The average unit selling prices of our natural mica-based and synthetic mica-based pearlescent
pigment products remained generally stable during the two years ended 31 December 2019. However,
during the year ended 31 December 2020, the average unit selling prices of natural mica-based and
synthetic-mica based pearlescent pigment products decreased by 5.4% and 10.6%, respectively. Such
decreases were caused by our marketing initiative to reduce the selling prices of selected pearlescent
pigment products in response to the outbreak of the COVID-19 pandemic.

The average unit selling prices of our glass flakes-based pearlescent pigment products decreased
from RMB327,000 per tonne for the year ended 31 December 2019 to RMB294,700 per tonne for the
year ended 31 December 2020, primarily due to our competitive pricing strategy to enhance our sales
to trading company customers. As a result, an increasing proportion of our sales of glass flakes-based
pearlescent pigment products were sold to trading company customers. During the two years ended
31 December 2020, sales to trading company customers accounted for 71.5% and 89.8%, respectively,
of the sales revenue of glass flakes-based pearlescent pigment products.

The average unit selling prices of our silicon oxide-based pearlescent pigment products
decreased by 35.2% during the year ended 31 December 2020. Such decrease was primarily due to the
increasing sales to the trading company customers, which accounted for 99.2% of the total revenue
generated from such sales for the year ended 31 December 2020, as compared to 40.0% for the year
ended 31 December 2019. Such increase was part of our sales strategies for the promotion of such
pearlescent pigment products.

Gross profit and gross profit margin

The table below sets forth the amount of gross profit and gross profit margin for our major
products during the Track Record Period:

Year ended 31 December

2018 2019 2020
Gross profit Gross profit Gross profit
Gross profit margin Gross profit margin Gross profit margin
RMB’000 % RMB’000 % RMB’000 %
Pearlescent pigment products
- Natural mica-based . . .. .. 105,203 42.9 123,765 41.9 129,192 40.5
- Synthetic mica-based . . . . . 38,526 56.4 78,189 62.7 109,123 55.4
- Glass flakes-based. . . . . . . 1,215 88.4 12,287 88.6 40,990 87.5
- Silicon oxide-based . . . . .. — — 67 89.3 2,535 88.4
144,944 46.0 214,308 49.4 281,840 49.8
Synthetic mica powder . . .. 2,003 61.3 3,969 61.7 2,225 66.9

Total 146,947 46.2 218,277 49.5 284,065 49.9

Although the average selling prices of our pearlescent pigment products continued to decrease
throughout the Track Record Period, we were able to maintain our gross profit margins during the
Track Record Period.

Our overall gross profit margin increased to 49.5% during the year ended 31 December 2019
from 46.2% during the year ended 31 December 2018. Such increase was principally due to (a) the
increase in the sales to end user customers from 19.1% of the total revenue for the year ended 31
December 2018 to 21.3% of the total revenue for the year ended 31 December 2019; (b) the modest
increases in the average selling prices of our pearlescent pigment products; and (c) effective control
of our cost of goods sold. In addition, the continuous improvements in our gross profit margin during
the Track Record Period was also due to the increases in the percentage of sales of the synthetic
mica-based pearlescent pigment products which had relative higher average unit selling prices than
those of the natural mica-based pearlescent pigment products during the Track Record Period.

Our overall gross profit margin was 49.9% during the year ended 31 December 2020 which was
comparable to 49.5% during the year ended 31 December 2019. The modest difference in the gross
profit margin was mainly attributable to the increase in the percentage of sales of synthetic
mica-based pearlescent pigment products which could achieve higher gross profit margins.
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The table below sets forth the amount of gross profit and gross profit margin by nature of our
customers during the Track Record Period:

Year ended 31 December

2018 2019 2020
Gross profit Gross profit Gross profit
Gross profit margin Gross profit margin Gross profit margin
RMB’000 % RMB’000 % RMB’000 %
Trading company customers . . 114,425 44.4 163,367 47.1 224,921 48.5
End user customers . . .. ... 32,522 53.6 54,910 58.4 59,144 56.0
Total 146,947 218,277 284,065

See page 155 to 160 of this document for further information.
CUSTOMERS

Our pearlescent pigment products and synthetic mica powder products are sold to trading
company customers and end user customers. During the Track Record Period, a significant percentage
of our sales of pearlescent pigment products and synthetic mica powder were sold to trading company
customers. Our end user customers include manufacturers in different industries, such as automotive
coatings, cosmetics, industrial coatings, plastics, printing, textile and leather and ceramics, which use
our pearlescent pigment products as colourants and use our synthetic mica powder for the production
of pearlescent pigment products and as raw material for the production of functional fillers, insulating
materials, refractory materials and nickel-hydrogen batteries. The table below sets forth an analysis
of our sales to end user customers and trading company customers in the PRC and international
markets during the Track Record Period:

Year ended 31 December
2018 2019 2020

% of % of % of
total total total
Number RMB’000 revenue Number RMB’000 revenue Number RMB’000 revenue

Trading company customers

-PRC . ... ... ......... 190 241,028 75.7 185 325,628 73.9 206 441,662 77.6
- International . . . .. ... .. 22 16,579 5.2 28 20,981 4.8 29 21,821 3.8
212 257,607 80.9 213 346,610 7 235 463,483 81.4

End user customers
-PRC . ... ... 69 52,175 16.4 77 84,800 19.2 120 97,509 17.1
- International . . . . ... ... 13 8,462 2.7 8 9,173 2.1 12 8,121 1.5
82 60,637 19.1 85 93,973 21.3 132 105,630 18.6
Total 294 318,244 100.0 298 440,583 100.0 367 569,113 100.0

The table below sets forth an analysis of our sales to trading customers and end user customers
by products during the Track Record Period:

Year ended 31 December

2018 2019 2020
% of total % of total % of total
RMB’000 revenue RMB’000 revenue RMB’000 revenue

Trading company customers
- Pearlescent pigment products . . . 256,866 80.7 344,734 78.2 463,367 81.4
- Synthetic mica powder . . . . . .. 741 0.2 1,876 0.5 116 —*

257,607 80.9 346,610 78.7 463,483 81.4
End user customers
- Pearlescent pigment products . . . 58,111 18.3 89,421 20.3 102,421 18.0
- Synthetic mica powder . . . . . .. 2,526 0.8 4,552 1.0 3,209 0.6

60,637 19.1 93,973 21.3 105,630 18.6

Total 318,244 100.0 440,583 100.0 569,113 100.0

*  Value insignificant
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The table below sets forth the amount of gross profit and gross profit margin by nature of our
customers during the Track Record Period:

Year ended 31 December

2018 2019 2020
Gross profit Gross profit Gross profit
Gross profit margin Gross profit margin Gross profit margin
RMB’000 % RMB’000 % RMB’000 %
Trading company
customers . . . .. ... 114,425 44 .4 163,367 47.1 224,921 48.5
End user customers . . . . 32,522 53.6 54,910 58.4 59,144 56.0

Total 146,947 218,277 284,065

During the Track Record Period, we sold our products in the PRC and to more than 30 countries
and territories in Asia (excluding the PRC), Europe, Africa and South America. The table below sets
forth an analysis of our revenue by delivery destinations for the Track Record Period:

Year ended 31 December

2018 2019 2020
% of total % of total % of total
RMB’000 revenue RMB’000 revenue RMB’000 revenue

PRC
- Eastern region . . . . . . 239,526 75.2 332,282 75.4 436,527 76.7
- Western region. . . . . . 24,408 7.7 36,635 8.3 45,267 8.0
- Central region . . . . .. 29,269 9.2 41,511 9.4 57,378 10.1

293,203 92.0 410,428 93.1 539,172 94.8
Asia . . ... ... .. 11,351 3.6 14,084 3.2 13,287 2.3
Europe. . . . ... ... .. 10,144 3.2 13,653 3.1 11,174 2.0
Africa . . .. ... ... .. 2,944 0.9 2,058 0.5 5,276 0.9
South America . . . .. .. 602 0.2 360 0.1 205 —*
Total 318,244 100.0 440,583 100.0 569,113 100.0

*  Value insignificant
See page 161 to 177 of this document for further information.

The table below sets forth an analysis of revenue by downstream industries of end user
customers during the Track Record Period:

Year ended 31 December

2018 2019 2020
% of total % of total % of total
RMB’000 revenue RMB’000 revenue RMB’000 revenue
Industrial coatings. . . . . 41,178 67.9 58,261 62.0 60,204 57.0
Plastics . ... ....... 12,031 19.8 16,918 18.0 20,716 19.6
Textiles and leather . . . . 5,778 9.5 7,514 8.0 15,467 14.6
Cosmetics. . . . ... ... 466 0.8 9,118 9.7 5,092 4.8
Ceramics . . . ... .... 682 1.1 1,212 1.3 2,082 2.0
Automotive coatings . . . 471 0.8 950 1.0 2,054 2.0
Others . . . . ........ 31 0.1 — — 15 —*
Total 60,637 100.0 93,973 100.0 105,630 100.0

*  Value insignificant

We have no control over the business of the trading company customers, which are Independent
Third Parties, and have no right to obtain any information from the trading company customers on the
downstream industries their customers are engaged in.
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SUPPLIERS AND RAW MATERIALS

The principal raw materials used in our production process include natural mica flakes and
titanium tetrachloride. Natural mica flakes are used as raw material for the production of natural
mica-based pearlescent pigment products. Titanium tetrachloride is a major chemical raw material
used for the metal oxide coating in the production of natural mica-based pearlescent pigment
products, synthetic mica-based pearlescent pigment products, glass flake-based pearlescent pigment
products and silicon oxide-based pearlescent pigment products. We procure most of our raw materials
in the PRC, except for some natural mica flakes and certain high-end glass flakes which are imported
from India and Australia, respectively. Some of our natural mica flakes procured from suppliers in the
PRC are imported from overseas countries, including India and Madagascar. We are also exploring
alternative source of supply of natural mica flakes from Brazil, Nigeria and Pakistan and high-end
glass flakes from Japan to ensure we have adequate supply of natural mica flakes and high-end glass
flakes in response to potential trade restriction or trade tension with the PRC.

The table below sets forth an analysis of our purchase cost of raw materials during the Track
Record Period:

Year ended 31 December

2018 2019 2020
% of total % of total % of total
cost of cost of cost of
purchase of purchase of purchase of

RMB’000 raw materials RMB’000 raw materials RMB’000 raw materials

Raw materials

— Natural mica flakes . . 39,050 30.9 40,930 24.6 51,270 24.5
— Other raw materials . . 10,473 8.3 18,747 11.3 25,393 12.1
49,523 39.2 59,677 35.9 76,663 36.6
Chemical raw materials
— Titanium tetrachloride. 51,100 40.4 70,158 42.2 75,467 36.1
— Other chemical raw
materials. . . ... ... 17,196 13.6 25,910 15.6 41,025 19.6
68,296 54.0 96,068 57.8 116,492 55.7
Packaging materials. . . . 6,518 5.2 8,092 4.9 11,196 5.3
Furnace materials and
utensils. . . .. ... .. 2,098 1.7 2,274 1.4 4,974 2.4
Total 126,435 100.0 166,111 100.0 209,325 100.0

See page 191 to 198 of this document for further information.
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FINANCIAL INFORMATION
Selected information on our consolidated statements of profit or loss

The table below sets forth selected information on our consolidated statements of profit or loss
for the Track Record Period:

Year ended 31 December
2018 2019 2020
RMB’000 RMB’000 RMB’000

Revenue . ...... ... . . . . 318,244 440,583 569,113
Cost of goods sold .. ... ... .. .. .. ... (166,917) (218,222) (280,246)
Sales related tax and auxiliary charges . ............... (4,380) (4,084) (5,002)
Gross profit. . . ... ... 146,947 218,277 284,065
Other income and other gains and losses. . ............. 4,971 5,295 14,778

Reversals of impairment losses on trade and other
receivables/(Impairment losses for trade and other

receivables) . .. .. ... 612 208 (4,118)
Selling eXPenses . . ... v vttt (13,347) (23,292) (24,607)
Administrative and other operating expenses'" ... ... .. .. (35,568) (56,712) (72,898)
Profit from operations 103,615 143,776 197,220
Finance coSts. . ... ... i (15,869) (18,475) (19,399)
Profit before tax 87,746 125,301 177,821
Income tax eXpense. .. ... ... ...t (6,382) (17,968) (24,960)
Profit for the year 81,364 107,333 152,861
Attributable to

Owners of our Company . ..............c. oo, 77,400 102,806 148,172

Non-controlling interests . .. ...................... 3,964 4,527 4,689

81,364 107,333 152,861

Note:

(1) Our administrative and other operating expenses increased from RMB35.6 million during the year ended 31 December
2018 to RMB56.7 million during the year ended 31 December 2019, representing an increase of 59.5%. The increase was
primarily due to the expenses incurred for the recruitment of additional administrative staff and the related travelling
and business development expenses. During the year ended 31 December 2019, we also incurred RMB23.2 million for
our research and development activities, as compared to RMB10.7 million during the year ended 31 December 2018,

which were charged to profit or loss.

Our administrative and other operating expenses further increased from RMBS56.7 million during the year ended 31
December 2019 to RMB72.9 million during the year ended 31 December 2020, representing an increase of 28.5%. The
increase was primarily due to the amount of the [REDACTED] expenses incurred by us and charged to profit or loss of
RMB13.2 million during the year ended 31 December 2020.
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Selected information on our consolidated statements of financial position

The table below sets forth selected information on our consolidated statements of financial
positions as of 31 December 2018, 2019 and 2020:

As of 31 December
2018 2019 2020
RMB’000 RMB’000 RMB’000

Assets

Non-current assetsS. . . ... .o v vt e 340,185 411,717 555,791
Current asSetsS . . . vt e 404,928 766,024 1,038,513
Total assets 745,113 1,177,741 1,594,304
Equity

Equity attributable to owners of our Company. .......... 298,101 712,208 1,181,239
Non-controlling interests . . .. ............ ... 156,858 161,385 166,074
Total equity 454,959 873,593 1,347,313
Liabilities

Non-current liabilities . ... ... ... .. .......... 15,341 222,984 82,761
Current liabilities . ... .. ... .. ... .. . ... ... 274,813 81,164 164,230
Total liabilities 290,154 304,148 246,991
Total equity and liabilities 745,113 1,177,741 1,594,304
Net current assets'" 130,115 684,860 874,283
Net assets® 454,959 873,593 1,347,313
Notes:

@)) The amount represents the difference between our current assets and our current liabilities. As of 31 December 2018,
2019 and 2020, we had net current assets of RMB130.1 million, RMB684.9 million and RMB874.3 million, respectively.
The increase in our net current assets as of 31 December 2019 was primarily due to the increase in our bank and cash
balance as a result of our operating results and the net proceeds received from the equity offering by Chesir Pearl in June
2019 and the issuance of the 2019 Convertible Bonds. The increase in our bank and cash balances as of 31 December
2020 was mainly due to the receipt of the net proceeds from the [REDACTED] Investments by GX Land & Sea and Mr.
SuU.

2) The amount represents the difference between our total assets and our total liabilities. As of 31 December 2018, 2019
and 2020, we had net assets of RMB455.0 million, RMB873.6 million and RMB1,347.3 million, respectively. The
significant increases in our net assets as of 31 December 2019 and 2020 were primarily due to the increase in our net
current assets as set forth in note (1) above and the reserve arose from the issue of new shares by Chesir Pearl (further
information on which is set forth in the Accountants’ Report). In addition, the significant increase in our net assets as
of 31 December 2020 was also due to the conversion of the 2019 Convertible Bonds on 19 October 2020 and the increase
in our construction in progress being part of the Phase 2 Production Plant.
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Selected information on consolidated statements of cash flows

The table below sets forth selected information on our consolidated statements of cash flows for
the Track Record Period:

Year ended 31 December
2018 2019 2020
RMB’000 RMB’000 RMB’000

Operating cash flow before movements in working capital . 120,019 164,591 222,962
Changes in working capital . . ....... .. ... .. ... ..... (74,263) 30,399 (85,727)
Interest paid and/or tax paid .. .......... ... ... ...... (19,737) (31,446) (40,664)
Net cash generated from operating activities ........... 26,019 163,544 96,571
Net cash used in investing activities ................. (72,386) (90,071) (166,386)
Net cash generated from financing activities .. .......... 151,563 314,514 257,556
Net increase in cash and cash equivalents . . ............ 105,196 387,987 187,741
Cash and cash equivalents at beginning of year.......... 66,656 171,854 559,839
Effect of foreign exchange rate

changes . . ... .. 2 2) 2
Cash and cash equivalents at end of year 171,854 559,839 747,582

See page 288 to 358 of this document for further information.
ACCUMULATED LOSS PRIOR TO THE TRACK RECORD PERIOD

Chesir Pearl had accumulated loss of RMB23.3 million brought forward as of 1 January 2018.
Such amount was primarily due to the fact that Chesir Pearl only commenced commercial operation
during the year ended 31 December 2015, whilst it had made substantial amount of investments in the
production facilities and the product development since its establishment in March 2011. Such amount
of accumulated loss could not be offset by the operating profit of Chesir Pearl during the two years
ended 31 December 2017. See the section headed “Financial Information — Summary of business
development of Chesir Pearl prior to the Track Record Period — Overall development” in this

document for further information.

Since the beginning of 2017, Chesir Pearl managed to develop and produce more high-end
pearlescent pigment products for industrial applications and expand the product offerings, which
increased the amount of revenue. During the Track Record Period, Chesir Pearl launched 15, 56 and
42 new products, respectively, and the average unit selling prices of pearlescent pigment products
continued to increase throughout the Track Record Period. In addition, our Group has achieved
significant revenue growth due to the increase in the production and sales volume of our core products
and the number of our customers. As a result, our Company’s retained earnings have been improved
to RMB33.9 million as of 31 December 2018, RMB126.7 million as of 31 December 2019 and
RMB273.9 million as of 31 December 2020.

- S-12 -



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 AND HIGHLIGHTS

KEY FINANCIAL RATIOS

Year ended 31 December

Numerator Denominator 2018 2019 2020
Gross profit margin (%) 46.2% 49.5% 49.9%
Net profit margin (%) 25.6% 24.4% 26.9%
Return on equity (%) Profit for the year Equity 17.9% 12.3% 11.3%
Return on total assets (%) Profit for the year Total assets 10.9% 9.1% 9.6%
Gearing ratio" (%) Total liabilities Equity 63.8% 34.8% 18.3%
Current ratio Times  Current assets Current 1.47 9.44 6.32
liabilities
Quick ratio Times  Current assets-Inventories Current 1.20 8.45 5.86
liabilities
Net debt to equity ratio® Times  Bank loans and other borrowings Equity 3.1% Net Cash Net Cash

net of bank and cash balances

Notes:

(1)  Gearing ratio is calculated based on our total liability divided by our total equity as of the end of each reporting year
and multiplied by 100%.

(2)  Net debt to equity ratio is calculated by dividing our net debt, being our total bank loans and other borrowings net of
bank and cash balances, by total equity as of the end of each reporting year and multiplied by 100%.

See page 358 to 360 of this document for further information.
[REDACTED]

The table below sets forth the estimate of [REDACTED] from the [REDACTED] which we will
receive after deduction of [REDACTED] and estimated expenses in connection with the
[REDACTED]:

Assuming the
Assuming the [REDACTED]
[REDACTED] is exercised in

is not exercised full
HKS$’ million HK$’ million

Assuming an [REDACTED] of HK$[REDACTED] (being the

low-end of the indicative range of the [REDACTED]) ... .. HK$[REDACTED]  HKS$[REDACTED]
Assuming an [REDACTED] of HK$[REDACTED] (being the

mid-point of the indicative range of the [REDACTED]). . .. HKS$[REDACTED]  HK$[REDACTED]
Assuming an [REDACTED] of HK$[REDACTED] (being the

high-end of the indicative range of the [REDACTED]) . ... HK$[REDACTED]  HKS$[REDACTED]

Assuming that the [REDACTED] would be HK$[REDACTED], being the mid-point of the
indicative range of the [REDACTED], we intend to use the [REDACTED] from the [REDACTED] for
the following purposes:

(1) [REDACTED]% of the [REDACTED], or HKS$[REDACTED] (equivalent to
RMB[REDACTED]), will be used for partial financing of the construction of our Phase 2
Production Plant, of which (a) HK$[REDACTED] (equivalent to RMB[REDACTED]) will be
used for the construction of various buildings and facilities for our Phase 2 Production Plant and
(b) HK$[REDACTED] (equivalent to RMB[REDACTED]) will be used for the purchase and
installation of production plant and machinery, installation of intelligent control system,
equipment installation, testing and commission. Our Phase 2 Production Plant will be used for
the production of pearlescent pigment products and in particular, high-end pearlescent pigment
products with a designed annual production capacity of 30,000 tonnes. See the section headed
“Future Plans and [REDACTED] — Construction of our Phase 2 Production Plant” in this
document for further information.
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(2) [REDACTED]% of the [REDACTED], or HKS$[REDACTED] (equivalent to
RMB[REDACTED]), will be used for partial financing of the construction of our Luzhai
Synthetic Mica Plant, of which (a) HK$[REDACTED] (equivalent to RMB[REDACTED] will be
used for the construction of various building and facilities for our Luzhai Synthetic Mica Plan
and (b) HK$[REDACTED] (equivalent to RMB[REDACTED]) will be used for the purchase and
installation of 60 synthetic mica melting furnaces and the intelligent control system. Our Luzhai
Synthetic Mica Plant will be used for the production of synthetic mica flakes with an estimated
designed annual production capacity of 30,000 tonnes. See the section headed “Future Plans and
[REDACTED] — Construction of our Luzhai Synthetic Mica Plant” in this document for further
information.

(3) [REDACTED]%, or HK$[REDACTED] (equivalent to RMB[REDACTED]), will be used to
increase our investment in research and development facilities and testing equipment of our
research and development centre.

(4) [REDACTED]%, or HK$[REDACTED] (equivalent to RMB[REDACTED]), will be used for
sales and marketing activities and building sales network to enhance our brand recognition in the
PRC and overseas.

(5) [REDACTED]%, or HK$[REDACTED] (equivalent to RMB[REDACTED]), will be used as our
working capital and other general corporate purposes.

To the extent that the [REDACTED] are not immediately required for the above purposes and
to the extent permitted by applicable law and regulations, if we are unable to effect any part of our
future plans as intended, we will deposit the unused [REDACTED] in short-term deposits with
authorised financial institutions and/or licensed banks in Hong Kong or the PRC.

See page 367 to 378 of this document for further information.
OUR CONTROLLING SHAREHOLDERS

Our Controlling Shareholders are Mr. SU, Ertian International, Seven Color Pearl Investment,
Liuzhou Qise LP, Liuzhou Lianrun LP, Liuzhou Colorful LP, Mr. ZHENG, Mr. JIN, Hongzun
Investment and Hongzun International, and they are a group of Controlling Shareholders for the
purpose of the Listing Rules. Immediately upon completion of the [REDACTED] (without taking into
consideration any Shares which may be issued upon the exercise of the [REDACTED] any option that
may be granted under the [REDACTED] Share Option Scheme), our Controlling Shareholders will
beneficially own an aggregate of [REDACTED]% of our Shares in issue.

See page 266 to 268 of this document for further information.
[REDACTED] INVESTMENTS

For the purpose of the [REDACTED] and as part of the Reorganisation, we have received equity
investments from three [REDACTED] Investors, namely GX Land & Sea, Guidong Electric and Mr.
SU (through Ertian International and Seven Color Pearl Investment). Mr. SU and Guidong Electric are
existing equity holders of Chesir Pearl, and they have made additional equity investments to Chesir
Pearl by way of subscription for new shares of Chesir Pearl and exercise of the conversion right
attached with the 2019 Convertible Bonds, respectively. GX Land & Sea is a new investor with its
equity investment made through Generous Fortune for the purpose of facilitating the conversion of
Chesir Pearl into a sino-foreign equity joint venture for the purpose of the [REDACTED]. Their equity
investments constitute our [REDACTED] investments as defined in the Guidance Letters
HKEx-GL29-12 (updated in March 2017), HKEx-GL-43-12 (updated in July 2013 and March 2017)
and HKEx-GL44-12 (updated in March 2017) issued by the Stock Exchange.

In addition, there were 69 completed transactions involving the transfer of an aggregate
27,493,141 shares of Chesir Pearl. The transferees in these transactions (other than Mr. SU and Mr.
WEI Seguang (3f%)7)), who have exchanged their shares of Chesir Pearl into the shares of Generous
Fortune pursuant to the Chesir Pearl Equity Acquisition Agreement and ultimately our Shares by way
of the Cayman Share Swap, have become part of the Consent Chesir Pearl Equity Holders and
ultimately, our Shareholders through the Reorganisation. These transferees are deemed to be our
[REDACTED] Investors as they acquire the issued share of Chesir Pearl in contemplation of the
[REDACTED].

See page 126 to 134 of this document for further information.
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[REDACTED]

[REDACTED] EXPENSES

Assuming the [REDACTED] of HK$[REDACTED], being the mid-point of the indicative range
of the [REDACTED], the total amount of [REDACTED] expenses (including the [REDACTED] in
connection with the [REDACTED]) is estimated to be RMB[REDACTED], representing
[REDACTED]% of the [REDACTED] of HK$[REDACTED]. Out of this amount, RMB[REDACTED]
will be accounted for as a deduction from equity upon the [REDACTED]. [REDACTED] expenses of
RMBI13.2 million were charged to the profit or loss during the year ended 31 December 2020. We
expect that an additional amount of [REDACTED] expenses of RMB[REDACTED] would be charged
to the profit or loss for the year ending 31 December 2021. [REDACTED] expenses are non-recurring
in nature, and the amount stated above is only the best estimate of our Directors as of the Latest
Practicable Date and for reference only. The actual amount of [REDACTED] expenses may differ
from the above estimated amount. We do not expect [REDACTED] expenses to have a material impact
on our operating results for the year ending 31 December 2021.

DIVIDENDS

During the Track Record Period, we did not declare and pay any dividend to our Shareholders.
Following the [REDACTED], dividends may be paid out by way of cash or by such other means as
we consider appropriate. Declaration and payment of any dividends would require the
recommendation of our Directors and will be at their discretion. In addition, any final dividend for
a financial year will be subject to the approval of our Shareholders. A decision to declare or pay any
dividend in the future, and the amount of any of such dividends, depends on a number of factors,
including our results of operations, financial condition, amount of capital expenditures, payment by
our subsidiaries of cash dividends to us and other factors our Directors may deem relevant. There can
be no assurance that our Company will be able to declare or distribute any dividend in the future. Our
Company currently does not have any fixed dividend pay-out ratio.

PRINCIPAL RISK FACTORS

Our business operations and the [REDACTED] involve certain risks and uncertainties. See the
section headed “Risk Factors” in this document for further information. Some of the major risk factors
are set forth as follows:

—  Our sales are dependent on the PRC and global economy, and any significant economic downturn
in the PRC and global economy could adversely affect our business, financial condition, results
of operations and prospects.

—  Our business performance is dependent upon the adequate supply of natural mica flakes at
reasonable price. Any significant disruption in the supply or significant fluctuation in the price
of natural mica flakes may affect our results of operations.

— Changes in international trade policies and barriers to trade or the emergence of a trade war may
have an adverse effect on our business and expansion plans.

—  Our performance could be adversely affected by any decrease in our sales to our key customers.

—  We do not have long-term purchase commitments from our customers and our performance may
be subject to volatility and uncertainty in our revenue.
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— Our production and operation are subject to extensive environmental protection laws and
regulations, and compliance with these laws and regulations may be costly.

— We may not be able to fully utilise our production capacity due to insufficient or unstable
demand or interruption in the production process.

—  We may fail to derive benefits from our research and development efforts, keep pace with and
respond to technological changes and evolving industry standards in an efficient and timely
manner, which may adversely affect our business and results of operation.

—  The construction of our Phase 2 Production Plant and our Luzhai Synthetic Mica Plant might not
be completed as planned, may exceed our original budget and might not achieve the intended
economic results or commercial viability.

— Any material disruption to the operation of our production facilities could materially and
adversely affect our business and financial condition and operating results.

— We may not be able to adequately protect our intellectual property rights and any unauthorised
use of our intellectual property rights by competitors or third parties, and the expenses incurred
in protecting such intellectual property rights, may adversely affect our business and reputation.

See page [20] to [52] of this document for further information.
RECENT DEVELOPMENT AND NO MATERIAL ADVERSE CHANGE
Our performance during the three months ended 31 March 2021

Our business continues to grow during the three months ended 31 March 2021. Based on the
unaudited financial information, our revenue during the three months ended 31 March 2021 increased
by 20.5% as compared to the corresponding period in 2020. Our gross profit margin increased during
the three months ended 31 March 2021, as compared to the three months ended 31 March 2020,
primarily due to the increase sales of synthetic mica-based and glass flakes-based pearlescent pigment
products which had higher gross profit margin than natural mica-based pearlescent pigment products.

During the three months ended 31 March 2021, the production volume and the sales volume of
our pearlescent pigment products increased by 47.8% and 21.7%, respectively, as compared to the
corresponding period in 2020. The utilisation rate of our production facilities for the production of
pearlescent pigment products increased from 74.1% for the three months ended 31 March 2020 to
85.3% for the three months ended 31 March 2021. We recorded a lower utilisation rate of our
production facilities during the first quarter of 2020 due to the extension of the Chinese New Year
holiday as a result of the COVID-19 pandemic.

[REDACTED] expenses

Our operating results during the year ended 31 December 2020 were affected by the
[REDACTED] expenses charged to the profit or loss. The [REDACTED] expenses in the total amount
of RMB[REDACTED] were charged to the profit or loss during the year ended 31 December 2020.
We expect that an additional amount of [REDACTED] expenses of RMB[REDACTED] would be
charged to the profit or loss for the year ending 31 December 2021.

There was no interruption to our business that has have or may have a significant effect on our
financial position in the last 12 months. Except to the extent disclosed in this document and the
[REDACTED] expenses in connection with the [REDACTED], our Directors confirm that there has
been no material adverse change in our financial, operational or trading position since 31 December
2020 (being the date as of which our latest audited consolidated financial statements were prepared
as set forth in the Accountants’ Report) and up to the date of this document.

IMPACT OF THE COVID-19 PANDEMIC
Overall business environment

Since early 2020, the COVID-19 pandemic has materially and adversely affected the global
economy as well as the economy in the PRC. The PRC Government and other governments around the
world have implemented strict measures to contain the pandemic. Our pearlescent pigment products
are generally used as colourant in different downstream applications, such as automotive coatings,
cosmetics, industrial coatings, plastics, printing, textile and leather and ceramics, and on this basis,
we are not particularly affected by the COVID-19 pandemic as all such end products will require
colourant to complete the production process. The cost of colourant only represents a small percentage
of the cost of production of the end products. Our Director therefore consider that we are not in the
industries which are severely affected by the COVID-19. According to the Frost & Sullivan Report,
with gradual recovery from the COVID-19 pandemic, the pearlescent pigment market in the PRC is
expected to continue to maintain its growth momentum.
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Our performance

In around February 2020, our business was slightly affected by the lockdown imposed by the
PRC Government in Hubei Province in response to the COVID-19 pandemic. We were not able to
deliver our products to our customers and our production activities were suspended during the period
from 1 February 2020 to 10 February 2020. As a result, our operating results during the first quarter
of 2020 were adversely affected due to the combined impact of the extension of the Chinese New Year
holiday and the measures implemented by the PRC Government to contain the pandemic. With the
decrease in the number of confirmed cases of COVID-19 in the PRC and the effective quarantine
measures, the PRC economy was stabilised during the second and the third quarters of 2020. Our
revenue during the year ended 31 December 2020 bounced back with increases in ours sales to
customers in the PRC and other countries, and as a result our profitability had also improved, as
compared to the amounts of revenue and profit during the year ended 31 December 2019. In addition,
despite the short suspension of our production during the first quarter of 2020, there had not been any
significant impact on the utilisation rate of our production facilities in 2020 which had increased to
98.3% as compared to 87.4% during the year ended 31 December 2019. With the decrease in the
number of confirmed cases of COVID-19 in the PRC and the general recovery of the economic and
the social activities, our Directors consider that it would be unlikely that our production activities
would be suspended again due to the COVID-19 pandemic.

Our Directors accept that the COVID-19 pandemic has a profound impact on the global business
and economic outlook at large. Some of our customers, particularly those engaged in international
trade, were affected in various ways and to different extent. In response to the current situation, we
have slightly reduced the average unit selling prices during the year ended 31 December 2020 and
have extended the credit period provided to our customers on a case-by-case basis. These measures
have resulted in an increase in the balance of trade and other receivables as of 31 December 2020,
but there was no significant increase in the impairment loss as of 31 December 2020. Our travelling
and business development expenses had also increased during the same period due to more frequent
customers’ visits made by our sales personnel after the lifting of the lockdown measures in the PRC.

Our performance for the year ended 31 December 2020 was significantly better than that for the
year ended 31 December 2019. Our revenue and profit during the year ended 31 December 2020 had
bounced back with the increase in our sales to customers in the PRC, as compared to the revenue and
profit for the year ended 31 December 2019.

Our sales in the PRC during the year ended 31 December 2020 grew by 31.4% as compared to
our sales in the PRC during the year ended 31 December 2019, with insignificant impact on our sales
in the PRC market caused by COVID-19 pandemic. Our Directors believe that this was primarily due
to the fact that we had continued our efforts to promote our products during the pandemic and the fact
that our business in not in the industries which are severely hit by the pandemic.

Our sales to overseas customers during the year ended 31 December 2020 recorded a slight
decline of 0.7% as compared to our overseas sales during the year ended 31 December 2019. Sales
to almost all international markets (other than Africa) had slightly decreased primarily due to the
impact of COVID-19 pandemic. Nevertheless, with gradual recovery of global economic activities,
our Directors have not noticed that the COVID-19 pandemic has created any imminent and adverse
impact on our sales to the international markets.

As of the Latest Practicable Date, there was no COVID-19 case confirmed amongst our
employees. We have adopted a series of precautionary steps to prevent the spread of the COVID-19
within our production facilities and offices, and such measures include, disinfecting our production
facilities and offices on a regular basis, measuring body temperature of all employees and visitors
entering our production facilities and offices, maintaining detailed business travel history of our
employees and providing face masks and disinfectant to our employees.

As of the Latest Practicable Date, we have not received from our customers any notification of
cancellation or postponement of delivery of all or part of their purchase orders due to the COVID-19
pandemic. Our Directors also confirm that up to the Latest Practicable Date, we have not encountered
or do not expect to encounter any material disruption to our supply chain because of the COVID-19
pandemic. Our Directors do not consider that there would be disruption to the continuous supply of
natural mica flakes from India as such supply was not interrupted during the outbreak of COVID-19
in 2020 and the first quarter of 2021. Moreover, we also sourced natural mica flakes from other
countries, such as Madagascar, Brazil, Nigeria and Pakistan. Our Directors believe that we would not
encounter any interruption to the supply of natural mica flakes in the near future based on the publicly
available information.
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Currently, our Directors believe that our expansion plans as disclosed in the section headed
“Business — Our strategies” in this document are feasible and appropriate. Based on the information
publicly available to them, our Directors do not envisage any change in the [REDACTED] as a result
of the COVID-19 pandemic.

Hypothetical scenario of suspension of a substantial part of our business operations due to the
COVID-19 pandemic

If we were required to reduce or suspend a substantial part of our business operations due to the
COVID-19 pandemic in the PRC and other countries with which we have business relationship, our
Directors believe that our Group would continue to have sufficient liquidity and financial resources
and would remain financially sound and viable for at least 16 months from May 2021. This estimation
is based on the following assumptions:

(a) we would be required to suspend all of our business operations from May 2021 and the
corresponding level of our production activities has also been suspended;

(b) we would not incur any variable production costs, sales and marketing costs and research and
development costs other than staff wages and salaries;

(c) we would not be required to repay our payables and borrowings prior to the agreed repayment
dates;

(d) we would not encounter any significant difficulty in collecting our trade receivables, which
would be collected from our customers based on the historical settlement patterns and the
turnover days;

(e) our inventories would not be used by us given that all business operations and production
activities has been suspended since May 2021;

(f) we would not need to rely on any external debt or equity financing other than the amount of the
[REDACTED] designated to be used as our general working capital; and

(g) the outstanding capital expenditure in respect of the [REDACTED] would continue as planned.

The above analysis is for illustrative purpose only and our Directors are of the view that our
business would not encounter such extreme and hypothetical situation, given the fact that the PRC
government has implemented stringent measures in controlling the spread of the COVID-19 pandemic
and has successfully implemented various policies to promote economic growth.
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the meanings set forth below.

shall prevail.

In this document, unless the context otherwise requires, the following terms shall have

The English names of the PRC entities, PRC laws or regulations, and the PRC
governmental authorities referred to in this document are translations from their Chinese
names and are for identification purposes. If there is any inconsistency, the Chinese names

“2017 Convertible Loan”

“2019 Convertible Bonds”

“Accountants’ Report”

“Articles of Association” or
“Articles”

“associate(s)”

“Audit Committee”

“Board of Directors” or “Board”

the convertible loan in the principal amount of
RMB30,000,000 borrowed by Chesir Pearl from
E MBI FMEEL AR 2R (Xiamen International Trust Co.,
Ltd.) which is an Independent Third Party, see the section
headed “Financial Information — Components of our
non-current assets and non-current liabilities — Convertible
loans — 2017 Convertible Loan” in this document for further
information

the convertible bonds in the principal amount of
RMB72,240,000 issued by Chesir Pearl to the Bondholders
on 31 May 2019 pursuant to the Convertible Bond
Subscription Agreement, which had been transferred to
Guidong Electric under the Convertible Bonds Transfer
Agreement, and the conversion right attached therewith has
been exercised in full by Guidong Electric, see the section
headed “[REDACTED] Investments” in this document for
further information

the report of the Reporting Accountants on our financial
information during the Track Record Period, the text of which
is set forth in Appendix I to this document

[REDACTED]

the amended and restated articles of association of our
Company conditionally adopted on [REDACTED] which will
become effective on the [REDACTED], a summary of which
is set forth in Appendix IV to this document

has the meaning ascribed to it under the Listing Rules

a committee established by our Board for the purpose of
overseeing the accounting and financial reporting processes
of our Group and the audit of the financial statements of our
Company

our board of Directors
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“Bondholders”

“Business Day”

“Buy-back Mandate”

“BVI”

“Cayman Companies Act”

“Cayman Share Swap”

the initial holders of the 2019 Convertible Bonds, namely &
AR R Bl e S 0 A KA S (IR 1) (Furui
Innovation (Xia Men) Emerging Industry Investment
Partnership Enterprise (Limited Partnership)) and P4 #5 7~
BEHRAF (Tibet Fuju Investment Co., Ltd)

any day other than a Saturday, Sunday or public holiday in
Hong Kong or days on which a tropical cyclone warning no.
8 or above or a “black rainstorm warning signal” is hoisted in
Hong Kong at any time between 9:00 a.m. and 5:00 p.m. on
which licenced banks in Hong Kong are generally open for
business during their normal business hours

the general unconditional mandate granted to our Directors
by our Shareholders in relation to the buy-back of our Shares,
see the section headed “Share Capital” in this document for
further information

the British Virgin Islands

[REDACTED]

the Companies Act, Cap 22 (Act 3 of 1961, as consolidated
and revised) of the Cayman Islands

[REDACTED]

a share swap implemented and accepted by all shareholders of
Generous Fortune, whereby one share of Generous Fortune
was exchanged for one Share, except for the 7,493,138 shares
of Generous Fortune held by Ertian International, which were
exchanged for 3,593,138 Shares allotted and issued to Ertian
International

[REDACTED]
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“Chesir France”

“Chesir Luzhai”

“Chesir Pearl”

“Chesir Pearl Equity Acquisition
Agreement”

“China” or “PRC”

“Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company”

[REDACTED]

Chesir Europe S.A.S., a joint stock company with sole
shareholder incorporated under the laws of France on 5
December 2016 and a wholly-owned subsidiary of Chesir
Pearl

Luzhai Chesir Pearl Mica Material Co., Ltd (JE# L a3k L=
B R R /A F]), a company established under the laws of
the PRC with limited liability on 20 September 2017 and a
non-wholly owned subsidiary of Chesir Pearl

Guangxi Chesir Pearl Material Co., Ltd. (& 7§ -E @R GH K
A FRAT]), a sino-foreign equity joint venture
established under the laws of the PRC with limited liability
on 29 March 2011 and a non-wholly owned subsidiary of our
Company

the acquisition agreement dated 18 November 2020 entered
into between Global New Material (HK) and the Consent
Chesir Pearl Equity Holders, pursuant to which the Consent
Chesir Pearl Equity Holders have agreed to transfer their
shares of Chesir Pearl for the same number of new shares of
Generous Fortune to be allotted and issued to them (or their
nominees)

The People’s Republic of China and, except where the
context otherwise requires and only for the purpose of this
document, references in this document to China or the PRC
exclude Hong Kong and The Macau Special Administration
Region of the PRC and Taiwan

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

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

Global New Material International Holdings Limited (FAERHT
M E PR A A F]), an exempted company incorporated in
the Cayman Islands with limited liability on 8 June 2018
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“Compliance Adviser”

“connected person(s)”

“Consent Chesir Pearl Equity
Holders”

“Continuous Profit”

“Controlling Shareholders”

“Convertible Bonds Conversion
Agreement”

“Convertible Bonds Subscription
Agreement”

“Convertible Bonds Transfer
Agreement”

“core connected person(s)”

“CSRC”

Essence Corporate Finance (Hong Kong) Limited, a
corporation licensed to carry out type 1 (dealing in securities)
and type 6 (advising on corporate finance) regulated
activities under the SFO, acting as our compliance adviser
upon the [REDACTED]

has the meaning ascribed to it under the Listing Rules

the 22 equity holders of Chesir Pearl who have agreed and
completed the required procedures under the applicable PRC
laws and regulations to transfer their equity interests in
Chesir Pearl for the same number of shares of Generous
Fortune under the Chesir Pearl Equity Acquisition
Agreement, a list of which is set forth in the section headed
“History, Development and Reorganisation — Reorganisation
— Generous Fortune” in this document

Continuous Profit Limited CEIEHAMRAR), a company
incorporated under the laws of the BVI with limited liability
on 28 March 2018 and wholly-owned by Mr. SU

have the meaning ascribed to it under the Listing Rules and
in the context of this document, include Mr. SU, Ertian
International, Seven Color Pearl Investment, Liuzhou Qise
LP, Liuzhou Lianrun LP, Liuzhou Colorful LP, Mr. ZHENG,
Mr. JIN, Hongzun Investment and Hongzun International

the agreement dated 19 October 2020 entered into between
Chesir Pearl and Guidong Electric for the purpose of
exercising the conversion right attached with the 2019
Convertible Bonds

the convertible bonds subscription agreement dated 31 May
2019 entered into between the Bondholders and Chesir Pearl,
see the section headed “History, Development and
Reorganisation — Corporate history of our subsidiaries in the
PRC — Chesir Pearl — Issuance of the 2019 Convertible
Bonds” in this document for further information

the convertible bonds transfer agreement dated 16 October
2020 entered into between Guidong Electric and the
Bondholders

has the meaning ascribed to it under the Listing Rules

SRS Z BE®  (China  Securities Regulatory
Commission), a regulatory body responsible for the
supervision and regulation of the PRC national securities
markets
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“Deed of Non-Competition”

“Director(s)”
6‘EIT77

“EIT Law”

“Ertian International”

“Euro” or “EUR”
“First Six-Month Period”

“Frost & Sullivan”

“Frost & Sullivan Report”

“GB P”

“General Mandate”

“Generous Fortune”

the deed of non-competition dated [REDACTED] entered into
by our Controlling Shareholders and our executive Directors
in favour of our Group, see the section headed “Relationship
with our Controlling Shareholders” in this document for
further information

the director(s) of our Company
enterprise income tax in the PRC

the Enterprise Income Tax Law of the PRC (71 %& A [ 3L A1 [
(e JUECTTRES)

[REDACTED]

Ertian International Investment Limited (F M2 R E G IR
/v 7)), a company incorporated under the laws of the BVI
with limited liability on 27 October 2020 and wholly-owned
by Mr. SU, being one of our [REDACTED] Investors and
Controlling Shareholders

Euro, the lawful currency of the European Union
the period of six months from the [REDACTED]

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

the report commissioned by us and independently prepared by
Frost & Sullivan on the industry in which we operate, a
summary of which is set forth in the section headed “Industry
Overview” in this document

British pound sterling, the lawful currency of the United
Kingdom

the general unconditional mandate granted to our Directors
by our Shareholders in relation to the issue of new Shares,
further information of which is set forth in the section headed
“Share Capital” in this document

Generous Fortune Limited (& fAMRAR), a company
incorporated in the BVI with limited liability on 15 June 2018
and a wholly-owned subsidiary of our Company
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“GF Qianhe”

“GF Share Swap”

“Global New Material (HK)”

LEINT3

“Group” or “our Group”, “we” or

13 LR}

us

“Guangxi Industrial Investment”

“Guidong Electric”

“Guidong Lock-Up Deed”

“Guidong Share Swap”

GF Qianhe Investment Co., Ltd. (J& 25 % & A BRA ), a
company established under the laws of the PRC with limited
liability on 11 May 2012 with a registered capital of
RMB3.60 million, which is an equity holder of Chesir Pearl
prior to the GF Share Swap

a share swap implemented and accepted by GF Qianhe, being
part of the Reorganisation, whereby one share in Chesir Pearl
was exchanged for one Share

Global New Material (China) Limited (BRERH # (P E) AR
/vH]), a company incorporated in Hong Kong with limited
liability on 30 December 2019 and a wholly-owned
subsidiary of our Company

[REDACTED]

our Company and subsidiaries, or where the context so
requires, in respect of the period prior to our Company
becoming the holding company of the present subsidiaries,
such subsidiaries as if they were subsidiaries of our Company
at that time

Guangxi Industrial Investment Development Co., Ltd. (J& P4
TEREERAMRTIEAF), a company wholly-owned by
the People’s Government of Guangxi Zhuang Autonomous
Region (J& VPGt A6 @ A REBUT), and is holding 39.96%

equity interest in Chesir Luzhai

Guangxi Guidong Electric Power Co., Ltd. (/& FiH: 5 7 /1 |
By AR/ F]), a company established under the laws of the
PRC with limited liability on 4 December 1998, whose shares
have been listed on the Shanghai Stock Exchange since 28
February 2001 (stock code: 600310), which is one of our
[REDACTED] Investors

the lock-up deed executed by Guidong Electric, see the
sections headed “[REDACTED] Investments”  and
“[REDACTED] — Undertakings given to the Company and
the Sole Sponsor” in this document for further information

a share swap implemented and accepted by Guidong Electric,
being part of the Reorganisation, whereby one share in Chesir
Pearl was exchanged for one Share
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“GX Land & Sea”

“GX Lock-Up Deed”

“GX [REDACTED] Investment
Agreement”

“HK$”

“Hong Kong”

GX Land & Sea Connectivity Holding Ltd., a company
incorporated in the BVI with limited liability on 20 March
2020, which is one of our [REDACTED] Investors

the lock-up deed executed by GX Land & Sea, see the
sections headed “[REDACTED] Investments”  and
“[REDACTED] — Undertakings given to the Company and
the Sole Sponsor” in this document for further information

the investment agreement dated 19 October 2020 entered into
between GX Land & Sea, Chesir Pearl, our Company and Mr.
SU, a summary of its principal terms is set forth in the section
headed “[REDACTED] Investments” in this document

[REDACTED]

Hong Kong dollar, the lawful currency of Hong Kong

[REDACTED]

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

[REDACTED]
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DEFINITIONS

“Hongzun Investment”

“Hongzun International”

“IFRS”

“Independent Third Party(ies)”

[REDACTED]

Guangxi Hongzun Investment Group Co., Ltd (J& P62 #% &
L H AR T, a company established under the laws of the
PRC with limited liability on 18 August 2010 and owned as
to 51.0% and 49.0% by Mr. SU and Mr. ZHENG, respectively,
being one of our Controlling Shareholders

Hongzun Int Investment Group Ltd. (¥ %[5 B % & % [ A B
/yH]), a company incorporated under the laws of the BVI
with limited liability on 27 October 2020 and a wholly-owned
subsidiary of Hongzun Investment, being one of our
Controlling Shareholders

International Financial Reporting Standards, as issued from
time to time by the International Accounting Standards Board

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

“Latest Practicable Date”

“Listing Rules”

[REDACTED]

[29 March] 2021, being the latest practicable date prior to the
printing of this document for ascertaining certain information
contained in this document prior to its publication

[REDACTED]

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

“Liuzhou Colorful LP”

“Liuzhou Industrial Investment”

“Liuzhou Lianrun LP”

Liuzhou Colorful Enterprise Management Partnership
Enterprise (Limited Partnership) (MIIN-E R A 2B A1k 40
* (M A1K)), a limited partnership established in the PRC
on 3 November 2020, which is (a) one of our Controlling
Shareholders, the general partner of which is Mr. SU, and is
owned as to 10,000 shares by Mr. SU, 1,500,000 shares by
Mr. JIN and 2,988,158 shares by 18 original individual equity
holders of Chesir Pearl acting as limited partners, who are
Independent Third Parties and (b) one of our [REDACTED]
Investors as it accepted the transfers of the shares of Chesir
Pearl after the NEEQ Listing Withdrawal (such shares of
Chesir Pearl have been exchanged for our Shares pursuant to
the Chesir Pearl Equity Acquisition Agreement and the
Cayman Share Swap as part of the Reorganisation)

Guangxi Liuzhou Industrial Investment Development Group
Co., Ltd. (EPGHIMMEERERREMARAA), a
State-owned management enterprise established in the PRC,
which is wholly-owned and managed by the State-owned
Assets Supervision and Administration Commission of
Liuzhou City Municipal Government (1N 7 A KB A
EREEREHEZE®)

Liuzhou Lianrun Enterprise Management Partnership
Enterprise (Limited Partnership) (W % i 4> 3555 2 A 0k 4>
¥ (ABRA1K)), a limited partnership established in the PRC
on 3 November 2020, which is (a) one of our Controlling
Shareholders, the general partner of which is Mr. SU, and is
owned as to 11,000 shares by Mr. SU and 217,000 shares by
24 original individual equity holders of Chesir Pearl, acting
as limited partners, who are Independent Third Parties and (b)
one of our [REDACTED] Investors as it accepted the
transfers of the shares of Chesir Pearl after the NEEQ Listing
Withdrawal (such shares of Chesir Pearl have been exchanged
for our Shares pursuant to the Chesir Pearl Equity Acquisition
Agreement and the Cayman Share Swap as part of the
Reorganisation)
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DEFINITIONS

“Liuzhou Qise LP”

“Luzhai Capital Contribution
Agreement”

“Luzhai Supplemental
Agreement”

“Luzhai Synthetic Mica Plant”

“Main Board”

“Memorandum” or “Memorandum
of Association”

“MOF”

“MOFCOM”

Liuzhou Qise Enterprise Management Partnership Enterprise
(Limited Partnership) (MM Lt EEMEKMAEZE (GRA
fk)), a limited partnership established in the PRC on 3
November 2020, which is (a) one of our Controlling
Shareholders, the general partner of which is Mr. SU, and is
owned as to 10,000 shares by Mr. SU, 1,565,200 shares by
Mr. JIN and 2,976,000 shares by 18 original individual equity
holders of Chesir Pearl acting as limited partners, who are
Independent Third Parties and (b) one of our [REDACTED]
Investors as it accepted the transfers of the shares of Chesir
Pearl after the NEEQ Listing Withdrawal (such shares of
Chesir Pearl have been exchanged for our Shares pursuant to
the Chesir Pearl Equity Acquisition Agreement and the
Cayman Share Swap as part of the Reorganisation)

the capital contribution agreement dated 18 January 2018
entered into between Chesir Pearl, Chesir Luzhai and
Liuzhou Industrial Investment in relation to the equity
investment in Chesir Luzhai by Liuzhou Industrial
Investment

the supplemental agreement dated 18 September 2020 entered
into between Chesir Pearl, Chesir Luzhai, Liuzhou Industrial
Investment and Guangxi Industrial Investment in relation to
the removal of certain protective provisions under the Luzhai
Capital Contribution Agreement

the production plant planned to be constructed with an
estimated site area of 42,467.2 sq.m. for the production of
synthetic mica flakes with an estimated designed annual
production capacity of 30,000 tonnes, see the section headed
“Future Plans and [REDACTED] — Construction of our
Luzhai Synthetic Mica Plant” in this document for further
information

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

the amended and restated memorandum of association of our
Company, as amended from time to time, a summary of which
is set forth in Appendix IV to this document

e N\ RCALFN B BFECER (The Ministry of Finance of the PRC)

W e N RALFNE P 558 (The Ministry of Commerce of the
PRC)
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DEFINITIONS

“Mr. JIN”

“Mr. SU”

“Mr. ZHENG”

“NDRC”

“NEEQ”

“NEEQ Listing Withdrawal”

“Nomination Committee”

“NPC Standing Committee”

“Other Shareholders Lock-Up
Deeds”

Mr. JIN Zengqin (3§#1J5/E), one of our executive
Directors and our Controlling Shareholders

Mr. SU Ertian (FA/KH5E42), our Chairman, Chief Executive
Officer and one of our executive Directors and our
Controlling Shareholders

Mr. ZHENG Shizhan (ABt/E4c4), one of our executive
Directors and our Controlling Shareholders

e N RALFIE B R R cEZ B (The National

Development and Reform Commission of the PRC)

2 B A ZE TR T R (The National Equities
Exchange and Quotations), an over-the-counter system for
trading of shares of public limited companies which are not
listed on either the Shenzhen Stock Exchange or the Shanghai
Stock Exchange operated by NEEQ Company and is generally
known as the “New Third Board” (#§ —=#x)

the withdrawal of quotation and termination of listing and
trading of the shares of Chesir Pearl on NEEQ in September
2019 upon the application submitted by Chesir Pearl

a committee established by our Board to discharge our
Board’s responsibilities relating to the nomination of
Directors and senior management of our Company

2 ANRICERKGEHZLZE T (The Standing Committee of
the National People’s Congress)

[REDACTED]

the lock-up deeds executed by 17 existing Shareholders, see
the sections headed “[REDACTED] Investments” and
“[REDACTED] — Undertakings given to the Company and
the Sole Sponsor” in this document for further information
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DEFINITIONS

“Phase 1 Production Plant”

“Phase 2 Production Plant”

“[REDACTED] Share Option
Scheme”

“PRC Government”

“PRC Legal Advisers”

[REDACTED]

the production plant currently used by us and located in
Liuzhou City, Guangxi Zhuang Autonomous Region, the PRC
with a total site area of 99,688.2 sq.m. and an aggregate gross
floor area of 56,445.6 sq.m. for research and development
and production of our pearlescent pigment products and
synthetic mica powder with designed annual production
capacity of 13,740 tonnes of pearlescent pigment products
and designed annual production capacity of 9,504 tonnes of
synthetic mica powder for the year ended 31 December 2020,
see the section headed “Business — Our production
facilities” in this document for further information

the production plant planned to be constructed with an
estimated total site area of 148,713.7 sq.m. for the production
of our pearlescent pigment products with an estimated
designed annual production capacity of 30,000 tonnes, see the
section headed “Future Plans and [REDACTED] —
Construction of our Phase 2 Production Plant” in this
document for further information

the share option scheme conditionally approved and adopted
by our Shareholders on [REDACTED], the principal terms of
which are summarised in the paragraphs under “D.
[REDACTED] Share Option Scheme” in Appendix V to this
document

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

AllBright Law Offices (Fuzhou), our legal advisers as to PRC
laws
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DEFINITIONS

“IREDACTED] Investments”

“I[REDACTED] Investors”

“Relevant Persons”

“Remuneration Committee”

“Reorganisation”

“Reporting Accountants” or
“Auditors”

“RMB” or “Renminbi”

“SAFE”

the equity investment to members of our Group by GX Land
& Sea, Guidong Electric and Mr. SU and the shares
transferred to shareholders of Chesir Pearl after the NEEQ
Listing Withdrawal, which have been converted into our
Shares pursuant to the Reorganisation, see the section headed
“I[REDACTED] Investments” in this document for further
information

(a) GX Land & Sea (in relation to the subscription for
12,787,724 shares of Generous Fortune), Guidong Electric (in
relation to the subscription for 8,000,000 shares of Chesir
Pearl pursuant to the exercise of the conversion right attached
with the 2019 Convertible Bonds) and Mr. SU (through Ertian
International and Seven Color Pearl Investment) (in relation
to the subscription for 12,000,000 shares of Chesir Pearl) and
(b) the 25 equity holders of Chesir Pearl who accepted the
transfer of the shares of Chesir Pearl after the NEEQ Listing
Withdrawal (excluding Mr. SU and Mr. HU Yongxiang, both
are Directors), a list of which is set forth in the section
headed “[REDACTED] Investments — Equity holders of
Chesir Pearl deemed to be our [REDACTED] Investors” in
this document

[REDACTED]

the Sole Sponsor, [REDACTED] and any other parties
involved in the [REDACTED] or any of their respective
directors, officers or representatives

a committee established by our Board to discharge our
Board’s responsibilities relating to the remuneration of
Directors and executive officers of our Company

the corporate reorganisation steps undergone by our Group in
preparation for the [REDACTED], see the section headed
“History, Development and Reorganisation —
Reorganisation” in this document for further information

RSM Hong Kong, a firm of certified public accountants in
Hong Kong

Renminbi, the lawful currency of the PRC

B ZSMHEE LR (The State Administration of Foreign
Exchange of the PRC)
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DEFINITIONS

“SAT”

“Second Six-Month Period”

“Seven Color Pearl Investment”

“SFC”

“SFO”

“Shanghai Multicolor”

“Share(s)”

“Shareholder(s)”

“Sole Sponsor”

“State Council”

“Stock Exchange”

“subsidiary(ies)”

o N RSB B R B 44 )5 (The State Administration of
Taxation of the PRC)

the period of six months commencing from the expiry of the
First Six-Month Period

Seven Color Pearl Investment Limited (‘£ @ER I E R RA

A]), a company incorporated under the laws of the BVI with
limited liability on 27 October 2020 and wholly-owned by
Mr. SU, being one of our [REDACTED] Investors and
Controlling Shareholders

The Securities and Futures Commission of Hong Kong

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

Shanghai Multicolor Pearl Effect Material Co., Ltd (i & 4§
TALBROGAEM LA FR/AF]), a company established under
the laws of the PRC with limited liability on 14 January 2014
and a wholly-owned subsidiary of Chesir Pearl

ordinary share(s) with a nominal value of HK$0.10 each in
the share capital of our Company
holder(s) of our Shares from time to time
[REDACTED]
Essence Corporate Finance (Hong Kong) Limited
[REDACTED]
i A\ R I AN B B 75 Be (The State Council of the PRC)

[REDACTED]

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules
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DEFINITIONS

“SU Subscription Agreement” the share subscription agreement dated 19 October 2020
entered into between Chesir Pearl and Mr. SU in relation to
the subscription for 12,000,000 shares of Chesir Pearl, a
summary of its principal terms is set forth in the section
headed “[REDACTED] Investments” in this document

“Takeovers Codes” The Hong Kong Codes on Takeovers and Mergers and Share
Buy-backs
“Track Record Period” the three years ended 31 December 2020
[REDACTED]
“United States” or “U.S.” the United States of America, its territories and possessions,

and all areas subject to its jurisdiction

“US dollars” or “US$” United States dollar, the lawful currency of the United States
“VAT” value-added tax in the PRC

[REDACTED]
“%” percentage or per cent.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains certain definitions and technical terms used in this document in
connection with our business. As such, some terms and definitions may not correspond to
standard industry definitions or usage of such terms.

“Authorised Resellers”

“CAGR”

“COVID-19”

“GNI”

“IATF 16949:2016”

“KKDIK”

“mica”

“natural mica”

113 tL)

mm

“pearlescent effect”

selected trading company customers with which we have
entered into sales framework agreements, and they are
authorised to use our brand name, i.e. “FZHE AR S
(Authorised Reseller) in the sales of our pearlescent pigment
products

compound annual growth rate

coronavirus disease 2019, a respiratory illness caused by a
new strain of coronavirus, which is characterised by fever,
cough, and shortness of breath, and may progress to
pneumonia and serious respiratory failure and fatalities

gross national income

the quality management system requirements for the design
and development, production and, when relevant, installation
and service of automotive-related products, throughout the
automotive supply chain

Kimyasallarin Kaydi Degerlendirlmesi izni Kisitlanmasi, a
regulation in Turkey which is similar to REACH for the
purpose of regulating the safe use of chemicals in products
imported into Turkish market

a group of minerals normally in the shape of hexagonal or
rhombic plates and prismatic crystals, which has good
insulation, high temperature resistance, lustre, stable
physicochemical properties and is being used in different
industrial applications including pyrometallurgy, electricity
and industrial coatings

mica extracted from the earth and a kind of natural and
non-renewable resources, which may be divided into
muscovite, phlogopite and biotite based on the level of iron
content

millimetre, which is equivalent to 1073 metres

peculiar optical effect created by reflection on highly
refractive materials and interference effect in pearlescent
pigment products
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GLOSSARY OF TECHNICAL TERMS

“pearlescent pigment”

“pigment”

113

ppm

“REACH”

“silicon oxides”

“oxide”

113

i)

sq.m.

“synthetic mica”

“UV”

“OC”

“Hm

29

Lt}

pigment that simulates the lustre of natural pearls and give
the materials additional colour effects, such as angular colour
dependence

a kind of colourant, which is normally in powder form and
insoluble in water, grease, resin or organic solvent, and can
be dispersed in and tint the medium whilst possessing certain
hiding characteristic

one part per million, which denotes one in 1,000,000 parts

a regulation of the European Union, adopted to improve
human health and environment from the risks posed by
chemicals and applies to all chemical substances used in
industrial processes and day-to-day lives

an oxide of silicon commonly found in nature and exists as a
compound of several minerals and as synthetic product, also
known as silica

a chemical compound that contains at least one oxygen atom
and one other element in its chemical formula

square metres

a man-made synthetic alternative to natural mica, which is
formed by synthesis and combination of various chemicals
and minerals (such as silica, fused magnesia, alumina,
potassium fluorosilicate and potassium carbonate) to simulate
the composition and structure of natural mica to imitate the
effect of natural mica, which has the characteristics of good
insulation, high temperature resistance, lustre and corrosion
protection

ultraviolet, a form of electromagnetic radiation with
wavelength shorter than that of visible light

degree Celsius

micrometre, which is equivalent to 10°® metres
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FORWARD-LOOKING STATEMENTS

Our forward-looking statements have been based on assumptions and factors concerning future
events that may prove to be inaccurate. Those assumptions and factors are based on information
currently available to us about the businesses that we operate. The risks, uncertainties, and other
factors, many of which are beyond our control, that could influence our actual results include, but are
not limited to:

— our business and operating strategies and our ability to implement such strategies;

— our operations and business prospects;

— the future competitive environment of the industry in and the PRC in which we operate and our
target markets;

— our ability to develop and manage our operations and business;

— our capital expenditure programs and future capital requirements;

— our ability to control costs;

— our dividend policy;

— technological breakthrough in relation to the production of pearlescent pigment products and
synthetic mica;

— changes to regulatory and operating conditions in the industry and geographical markets in
which we operate;

— the general economic trend in the PRC and our target markets; and

— all other risks and uncertainties described in the section headed “Risk Factors” in this document

The words “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”, “plan”,
“seek”, “will”, “would”, and similar expressions, as they relate to us, in particular, in the sections
headed “Business” and “Financial Information” in this document, are intended to identify a number
of these forward-looking statements. These statements are based on numerous assumptions regarding
our present and future business strategy and the environment in which we will operate in the future.
They reflect the current views of our management with respect to future events and are subject to
certain risks, uncertainties and assumptions, including the risk factors described in this document.
Subject to the requirements of applicable laws, rules and regulations, we do not have any obligation
to update or otherwise revise the forward-looking statements in this document, whether as a result of
new information, future events or otherwise. Hence, should one or more of these risks or uncertainties
materialise, or should underlying assumptions prove to be incorrect, our business and financial
condition and operating results could be adversely affected and could vary materially from those
described herein as anticipated, believed, or expected. Accordingly, such statements are not a
guarantee of future performance and you should not place undue reliance on such forward-looking
information. All forward-looking statements contained in this document are qualified by reference to
the cautionary statements set forth in this section.
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RISK FACTORS

An [REDACTED] involves various risks. You should consider carefully all the
information set forth in this document and, in particular, the risks and uncertainties
described below before making an [REDACTED].

As an [REDACTED] is meant to produce returns over the long-term, you should not
expect to obtain short-term gains. The [REDACTED], and the income that may be derived
from selling them, may rise or fall and may not fully reflect the underlying net assets
attributable to them. You may not get back your original investment and you may not receive
any distributions.

The occurrence of any of the following events could materially and adversely affect our
business and financial condition, operating results and business prospects. If any of these
events occurs, the [REDACTED] could decline and you may lose all or part of your
investment. You should seek professional advice from your relevant advisers regarding your

prospective investment in the context of your particular circumstances.

We believe there are certain risks and uncertainties involved in our operations, some of which
are beyond our control. We have categorised these risks and uncertainties into: (a) risks relating to
our business; (b) risks relating to the industry in which we operate; (c) risk relating to COVID-19;
(d) risks relating to doing business in China; and (e) risks relating to the [REDACTED].

RISKS RELATING TO OUR BUSINESS

Our sales are dependent on the PRC and global economy, and any significant economic downturn
in the PRC and global economy could adversely affect our business, financial condition, results

of operations and prospects.

During the Track Record Period, a significant portion of our revenue was derived from sales to
customers in the PRC. We also exported our products to the international markets, including countries
and territories in Asia, Europe, Africa and South America. As our pearlescent pigment products and
synthetic mica powder are raw materials for the manufacturing of a variety of products in various
downstream applications, such as industrial coatings, plastics, textiles and leather, cosmetics and
automotive coatings, the demand for our products is dependent on the demand from these downstream
industries. The performance and growth of the downstream industries and thus the demand for our
products is dependent on, among other things, the conditions of the global market and, in particular,
the PRC economy. The general economic conditions, interest rate levels, inflation and unemployment
rates, demographic trends, GDP growth and consumer confidence are, among other factors, that
influence the growth of the downstream industries in which our pearlescent pigment products and
synthetic mica powder are used or applied. As a result, any downturn in the relevant industries in the
PRC or international markets could impact our sales, resulting in downward pressure on our selling
price, sales volume and profit margins, which could materially and adversely affect our business,

financial condition, results of operations and prospects.
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RISK FACTORS

The PRC economy and the demand from our customers have grown significantly in recent years.
However, we cannot assure you that this level of growth will continue in the future. Any significant
slowdown in economic growth and deteriorating economic conditions in the PRC and the international
markets or downturn in our downstream industries may reduce the demand for our products and
materially and adversely affect our business, financial condition, results of operations and
profitability.

See the section headed “Industry Overview — Overview of the global mica market — Average
selling prices and average cost of mica products” in this document for further information. If the cost
of natural mica flakes increases significantly, our gross margin will decrease.

Rising political tensions and current tensions in international trade may have an adverse effect
on our business and expansion plans.

International market conditions and the international regulatory environment have historically
been affected by competition among countries and geopolitical frictions. Changes to trade policies,
treaties and tariffs in the jurisdictions which our products are sold to or our raw materials are procured
from, or the perception that these changes could occur, could adversely affect our financial position
and results of operations. Recently there have been heightened tensions in international economic
relations, in particular between the United States and China. While the two nations have reached a
phase one trade agreement in January 2020, there remain uncertainties as to whether the United States
will impose additional tariffs on Chinese products in the near future or trade tension may intensify
between China and the United States. The amount of revenue generated from our sales in the PRC
represented more than 90% of our total revenue during the Track Record Period. Should any of our
major PRC customers become targeted under sanctions or export control restrictions, our business
may be adversely affected. In particular, Chinese companies or individuals targeted under U.S.
economic sanctions may lose access to the U.S. markets and the U.S. financial system, including the
ability to use U.S. dollars to conduct transactions, settle payments or to maintain accounts with the
U.S. financial institutions. Further, U.S. entities and individuals may not be permitted to do business
with the sanctioned companies and persons and international banks and other companies may as a
matter of law and/or policy decide not to engage in business or transaction with such companies or
individuals.

Any escalation in trade tensions or the occurrence of a trade war, or the perception that such
escalation or trade war would occur, may also have tremendous negative impact on the economies of
not merely the two countries concerned, but the global economy as a whole. Any further escalation
in trade or other tensions between the United States and China or news and rumours of any escalation,
could introduce uncertainties to China’s economy and the global economy. Rising political tensions
could reduce levels of trades, investments and other economic activities between the two major
economies, which would materially and adversely affect the global economic conditions and the
stability of global financial markets and in turn adversely impacting our business, financial condition,
and results of operations.

We sold our products to more than 30 countries and territories in Asia (excluding the PRC),
Europe, Africa and South America and intend to expand our international sales in the future. The sales
of our products to and the procurement of raw materials such as natural mica from international
markets expose us to a number of risks, including foreign exchange rate fluctuations, increased
security inspection standards, increased transportation costs, inexperience in local market conditions,
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and failure to obtain or maintain qualifications for our products and raw materials overseas. We
cannot predict whether overseas countries or regions would subject us to any additional tariffs and
trade restrictions or in which type. To comply with various commercial and legal requirements
overseas, including unanticipated changes in prevailing economic conditions and regulatory
environment as well as trade barriers on import, export or tariffs, will also increase our operation cost.
If we fail to respond to these rapid changes and challenges timely and effectively, our business,
financial conditions and results of operations may be materially and adversely affected.

Our performance could be adversely affected by any decrease in our sales to our key customers.

During the Track Record Period, sales to our five largest customers accounted for 20.2%, 17.8%
and 16.8% of our total revenue, respectively, and sales to our largest customer, accounted for 5.0%,
4.2% and 3.6% of our total revenue, respectively. It is important for us to maintain close relationships
with our major customers. During the Track Record Period, we conduct business with a number of our
customers by way of one-off purchase orders. As such, we cannot assure you that our major customers
will continue to purchase from us in level comparable to the historical level. In addition, as we do not
have long-term purchase commitments from our customers, we prepare our procurement of raw
materials and production plans according to the indications from our customers on the likely amounts
of purchase. Although some of our customers provide us with purchase forecasts, such forecasts are
non-legally binding and may not be accurate. In light of the foregoing, we cannot assure you that our
sales estimation in any particular period of time is accurate or that our production volume would be
at appropriate levels taking into consideration the purchase orders from time to time confirmed by our
customers.

Moreover, our revenue is also subject to our customers’ business, sales strategy, industry
conditions and the overall economic market environments. We cannot rule out the risk that our
customers may cancel purchase orders placed previously with us, become insolvent or fail to take
delivery of our products in accordance with the purchase orders. Generally, there is limited financial
information available about our customers. As a result, our counterparty risk is largely assessed on
the basis of their reputation in the market and generally available public information. We cannot
assure you that our customers will continue to purchase at the same levels as they did during the Track
Record Period and that they can fulfil their payment obligations under the purchase orders. During the
Track Record Period, we had not experienced any material difficulties in collecting payments from
our customers, but we cannot assure you that we will not encounter such difficulties in the future. Any
default by our customers on their obligations under purchase orders could have an adverse effect on
our business, financial position and results of operations.

We are subject to the risk collecting trade receivables.

We are subject to the risk in collecting our trade receivables due from our customers. As of 31
December 2018, 2019 and 2020, the balance of our trade receivables (net of allowance for doubtful
debt) amounted to RMB140.7 million, RMB119.9 million and RMB192.0 million, respectively. The
trade receivable turnover days were 125.7 days, 107.9 days and 100.3 days during the Track Record
Period, respectively. Although our trade receivable turnover days decreased continuously during the
Track Record Period, we cannot assure you that all such amounts due to us will be settled promptly
or within the anticipated timelines as agreed with our customers. Our operating results, liquidity, and
profitability could be adversely affected.
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We may not be able to secure a stable supply of raw materials with acceptable quality or on
acceptable prices which would adversely affect our operations and financial condition.

Our continuing success depends on our ability to obtain adequate supply of raw materials of
good quality on commercially acceptable terms and in a timely manner to support our operations and
future plans. Costs of raw materials constituted the largest proportion of our cost of goods sold and
amounted to RMB106.0 million, RMB144.1 million and RMB187.3 million for the Track Record
Period, respectively, representing 63.5%, 66.0% and 66.9% of our cost of goods sold for the same

year.

Natural mica flakes is a major raw material for the production of natural mica-based pearlescent
pigment, which is one of our major products. We source natural mica flakes from India directly or
through trading companies in the PRC. Cost of natural mica flakes accounted for 16.7%, 17.0% and
14.9% of our total cost of raw materials for the Track Record Period, respectively. As a non-renewable
resource, natural mica reserves deplete with continual exploitation. To cope with the risk of
exhaustion, many countries including India, limit the exploitation and export of natural mica. If there
is an inadequate supply of natural mica from India, we would have to consider importing natural mica

flakes from other overseas countries or regions, which may impose additional costs on us.

We maintain a list of qualified suppliers from which we procure our raw materials. Nevertheless,
qualified suppliers may not always be readily available and they may not necessarily be able to supply
as and when required. During the Track Record Period, we did not enter into any long-term
agreements with our suppliers and we negotiated prices and placed purchase orders with our suppliers
on a case-by-case basis. If we are unable to source the relevant raw materials, we may be required to
source such raw materials at a higher price or on a delayed basis. If we are unable to find any
alternative source of supply in a timely manner or at all, our business, reputation and results of
operations may be adversely affected. In addition, we may not be able to monitor the quality of raw
materials of the suppliers. If the quality of raw materials does not meet with our quality standards,
our product quality may be affected, which could affect our reputation and potentially expose us to

litigation and damage claims.

The prices and availability of our raw materials depend on a variety of factors which are beyond
our control, for instance, the economy of the countries from which we procure our raw materials and
their respective domestic government policies. We have no control over the cost of natural mica
flakes. The cost of natural mica flakes may fluctuate significantly as a result of numerous factors,
including conditions of exploitation, depletion level, general economic conditions and government
policies in the relevant exporting countries. The cost of natural mica flakes experienced continuous
increase during the Track Record Period, which resulted in increases in our cost of raw materials. As
such, we cannot assure you that the raw material prices can remain stable at the current levels or we
will not experience difficulties procuring sufficient supply of raw materials in the future. We cannot
also assure you that such increase in the selling price of our natural mica-based pearlescent pigment
products will occur, or if they occur, will be proportionate to the increase in the cost of natural mica
flakes.
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Any supply disruptions or delays in delivery may significantly affect our production schedule
and our delivery of products to customers in a timely manner. In case there is significant increase in
the prices of our raw materials and we are unable to transfer such price increase to our customers,
and/or to secure alternative sources of raw material supply at acceptable prices, or at all, our cost of
sales may increase and our profit margins may decrease, which would materially and adversely affect

our business and financial condition and results of operations.

We rely on the trading company customers in the sales of our pearlescent pigment products.

During the Track Record Period, our sales to the trading company customers amounted to
RMB257.6 million, RMB346.6 million and RMB463.5 million, respectively, representing 80.9%,
78.7% and 81.4% of our sales revenue. We rely on the trading company customers in the sales of our
pearlescent pigment products. During the Track Record Period, our products were sold to 212, 213 and
235 trading company customers, respectively, among which 12, 15 and 22 were Authorised Resellers.
We have not entered into any long-term contract with any of the trading company customers and do
not have control of any of them, nor are they exclusive in selling our pearlescent pigment products.
We cannot therefore assure you that we will be able to attract sufficient number of trading companies
as our customers and to leverage on their sales networks in selling and distributing our pearlescent
pigment products. If the number of trading company customers decreases or the purchase orders from
them are reduced significantly, this could result in loss of sales opportunities and could have a

material adverse impact on our business, results of operations, financial condition and prospects.

Failure to monitor the inventory levels of the trading company customers in line with the level
of demand for our products could have a material adverse effect on our business, financial
conditions and results of operations.

Although we monitor the inventory level of the trading company customers, we cannot assure
you that such information would be reported to us accurately and/or in a timely manner. As our ability
to directly track the inventory levels of the trading company customers is limited and may not be on
a real-time basis, it is difficult for us to gather sufficient information and data regarding the market
acceptance of our products. As the tracking of inventory levels would provide us with useful
information on the market acceptance of our products in a particular region, limitation in accurately
tracking the sales and inventory levels of the trading company customers may make it difficult for us
to predict sales trends, and we may not be able to implement effective marketing or product strategies.
As aresult, our business, financial condition and results of operations will be materially and adversely
affected.

In addition, the trading company customers may be unable to sell adequate amounts of their
inventories of our products in a given period to their own customers, which may result in an excessive
build-up of inventory at the trading company customers. In such event, the trading company customers
may reduce future orders until their inventory levels realign with demand from their own customers.
The reduction in future orders from the trading company customers could have a material adverse
impact on our sales to them and, accordingly, to our business, financial condition, results of

operations and prospects.
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We have limited control on the Authorised Resellers, and we cannot assure you that the
Authorised Resellers will operate in compliance with relevant laws and regulations or their
obligations under the sales framework agreements.

Among the trading company customers in the PRC, we have entered into sales framework
agreements with selected major trading companies, pursuant to which these Authorised Resellers are
authorised to use our brand name. Despite our strict selection criteria for Authorised Resellers, we
have limited control on the Authorised Resellers and we cannot assure you that the Authorised
Resellers will operate their business in compliance with our sales framework agreements and the
relevant laws and regulations. If the Authorised Resellers improperly use our brand name, it could
damage our reputation and brand image, undermine customers’ confidence in us and reduce their
long-term demands for our products, which in turn will cause a material adverse effect on our

business, financial conditions and results of operations.

We may not be able to maintain our competitiveness in the market, and competition amongst the
trading company customers could also affect our sales performance.

We operate in a competitive market. Some of our competitors may have greater production
capacity, manpower and other resources, stronger financial strengths, more established customer base,
more diversified product offerings, more established brands and market recognition. Therefore, such
competitors may be more capable than we do to respond promptly to the changes in market conditions.
Intense competition will subject us to pricing pressure which may lower our profit margins and reduce
our revenue. Moreover, we face increasing competition from market entrants. There are various
barriers-to-entry, including technologies and know-how, capital investments, requisite licences and
certificates, and established customer relationships. Nevertheless, new market entrants or existing
competitors may develop or acquire the requisite technical capabilities and customer base to compete
with us. In addition, increased exposure to international markets further creates new areas which we
may not be familiar with and could place us in less advantaged position than the new market players.
If we cannot maintain our competitiveness in the pearlescent pigment and synthetic mica-based
pearlescent pigment markets, our business, results of operations or financial condition could be
materially and adversely affected.

In addition, during the Track Record Period, our sales to the trading company customers
amounted to RMB257.6 million, RMB346.6 million and RMB463.5 million, respectively, representing
80.9%, 78.7% and 81.4% of our sales revenue. We rely on the trading company customers and cannot
assure you that there is no undesirable competition amongst the trading company customers, which
could have an adverse impact on our sales levels and more importantly, the implementation of our

sales strategies and the determination of the selling prices that we could ask for on our products.

Some of our pearlescent pigment products and synthetic mica powder are sold directly to the end
user customers which use those products for the manufacturing of their end products. During the Track
Record Period, revenue generated from our sales to end user customers amounted to RMB60.6
million, RMB94.0 million and RMB105.6 million, respectively, accounting for 19.1%, 21.3% and
18.6%, respectively, of our total revenue. Our end user customers are always able to source their raw
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materials directly from us, and these direct sales could reduce their purchase from the trading
company customers and could reduce our sales amount to the trading company customers, which
might have an adverse impact on our sales and the establishment of sales network through the trading
company customers.

Our production and operation are subject to extensive environmental protection laws and
regulations, and compliance with these laws and regulations may be costly.

Our production and operation are subject to various environmental protection laws and
regulations, in the PRC in relation to the discharge of waste water, solid wastes and gases in the course
of production. The relevant PRC authorities may impose penalties, suspend operations, order for
rectification or close down the production facilities that fail to comply with such laws and regulations.

During our production process, waste water, waste gas and solid waste are discharged. In order
to comply with the applicable environmental protection laws and regulations in the PRC, we have
installed waste treatment facilities in our production plants. Our business operations also involve the
use and storage of chemicals that are potentially dangerous.

Notwithstanding such safeguarding measures, we cannot assure you that we will be in full
compliance with the relevant laws and regulations at all times. If we are not in compliance with the
applicable PRC environmental protection laws and regulations, we may be required to rectify such
non-compliance and may also be subject to fines and remedial measures. This may materially and
adversely affect our business and financial performance.

Furthermore, the PRC Government is moving towards more rigorous enforcement and may
promulgate new environmental protection laws and regulations in the future. As a result, additional
costs may be incurred to introduce relevant preventive or remedial measures, adjust our production
process, purchase new pollution control equipment and update our compliance and monitoring system
to ensure compliance with such amended laws and, regulations. In addition, our budget with respect
to environmental compliance may not be sufficient to cover such costs and we may need to allocate
additional funds for such purpose, which may materially and adversely affect our operation and
financial performance. If we fail to introduce new preventive or remedial measures, make relevant
adjustment to our production process, purchase new pollution control equipment or establish effective
compliance and monitoring systems in a timely manner or at all, we may be subject to substantial
penalties or fines as a result of such non-compliance and our business operations may be disrupted,
thus materially and adversely affect our operation and financial performance.

We cannot assure you that we will be in compliance with all applicable environmental laws and
regulations at all times. Failure to meet the applicable environmental requirements and standards
could lead to serious penalties, sanctions, and liabilities as well as substantial costs in connection with
remedial measures which may materially and adversely affect our financial condition and results of
operations.

We have been in compliance in all material respects with applicable environmental laws and
regulations in the PRC during the Track Record Period. Our expenses incurred for environmental
protection during the Track Record Period was RMB2.4 million, RMB4.2 million and RMB4.1
million, respectively. The increase in the environmental protection expenses during the year ended 31
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December 2019 was mainly due to the depreciation charged to our environmental-related
improvements of RMB1.2 million. See the section headed “Business — Environmental protection” in
this document for further information. In the event that the PRC Government imposes more stringent
environmental protection laws and regulations, our production costs may substantially increase, or we
may need to incur material capital expenditures or other costs in order to remain in compliance and
as such we may be unable to pass on these additional costs to our customers. Our Directors expect
that the environmental compliance cost would continue to increase due to the stringent standards of
environmental protection laws and regulations currently in place in the PRC. The increasing

compliance costs would affect our operating result.

We may not be able to fully utilise our production capacity due to insufficient or unstable

demand or interruption in the production process.

Our pearlescent pigment products are primarily produced from natural mica and synthetic mica
which are either sourced from independent suppliers or produced by us as part of our production
process. As such, the utilisation of the production capacity for a particular semi-finished products, i.e.
natural mica powder and synthetic mica flakes, could affect the efficiency of the entire production
process of our finished products of pearlescent pigment products and synthetic mica powder. During
the Track Record Period, we have gradually expanded our production capacity for our production
facilities comprising our Phase 1 Production Plant. As a result of such expansion, our production
volume of pearlescent pigment products increased from 8,809 tonnes in 2018 to 11,348 tonnes in 2019
and further to 13,503 tonnes in 2020. We expect that our production volume would continue to
increase in 2021. Despite the increase in the production volume and the scale of production, we cannot
assure you that the sales volume of our pearlescent pigment products would correspondingly increase.
Our production facilities operate 24 hours a day except for inspections, repairs and maintenance of
our plant and machinery and the annual overhaul which usually takes place during the Chinese New
Year holiday. The continuous operations of our production facilities will have to be supported by
continuous increases in our sales volume, otherwise we may need to partially shut down our
production facilities which could result in reduction of our utilisation rates and profitability. We
cannot assure you that we can maintain high level of utilisation in the future. Our actual production
volume varies with the level of demand for our pearlescent pigment products and synthetic mica
powder, which in turn may be affected by customers’ preferences, the market trend, or other factors
beyond our control. If the orders from our existing customers are not sufficient and there is a lack of
new customers for our pearlescent pigment products and synthetic mica powder for full utilisation of
our production capacity, our production facilities might operate at utilisation rates below our desired
level, which could adversely affect our business and financial condition and results of operations.

In addition, our production facilities are specifically designed and adjusted for the processing of
our raw materials and production of our pearlescent pigment products and synthetic mica powder. If
there is any interruption in the production process due to unanticipated technical issues and that we
could not resolve within a short period of time, the entire production process could be affected, which
could affect our production volume and extend the production lead time. If any or all of these issues
happen, our business and financial conditions and results of operations could be materially and

adversely affected.
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Our historical financial and operating results during the Track Record Period may not be

indicative of our future growth and performance.

During the Track Record Period, we had experienced rapid growth in our revenue and profit
margin due to the expansion of our business operations. Our revenue increased by 38.5% from
RMB318.2 million for the year ended 31 December 2018 to RMB440.6 million for the year ended 31
December 2019, and increased by 29.2% to RMB569.1 million for the year ended 31 December 2020.
Our gross profit margin was 46.2%, 49.5% and 49.9% during the respective years.

However, we cannot assure you that our revenue will continue to grow at the same rate, or we
will be able to achieve the same level of our gross profit margin comparable to those recorded during
the Track Record Period. Our historical financial information is a mere analysis of our past
performance and may not necessarily reflect or have any implication on our financial performance in
the future. The future growth of our revenue or gross profit margin depends on a number of factors,
some of which are beyond our control. For example, the changing regulatory, economic and
competitive environment, the global economy, the types of products offered by us, selling prices of
our pearlescent pigment products and synthetic mica powder, as well as costs of raw materials and
labour and staff costs. Gross profit margin of our pearlescent pigment products and synthetic mica
powder may fluctuate case by case due to factors such as our relationships with our customers,
technical complexity in the manufacturing of the products, and delivery schedule required by our
customers. If we fail to secure new businesses or control our cost, or fail to maintain our profit margin
at a level comparable to that recorded during the Track Record Period, our financial conditions may

be adversely affected.

In addition, our future business growth depends on the success of our business expansion and
the general extension of pearlescent pigment products and synthetic mica powder to more downstream
industries and applications. The implementation of our future business expansion plans as set forth in
the section headed “Future Plans and [REDACTED]” in this document are subject to uncertainties and
risks. Our business expansion plans are based on assumptions of future events which are inherently
subject to uncertainties and risks. These assumptions may not be correct, which could affect the
commercial viability of our business plans and strategies. If we are unable to implement our expansion
plans and our business strategies successfully or effectively, our business, profitability and financial
conditions in the future may be materially and adversely affected. For details of our business
strategies, please refer to the paragraphs under “Business — Our strategies” in this document. As a

result, our past results may not be indicative of our future performance.

Furthermore, our long-term success is also dependent on whether we can secure additional
capital for our business expansion. If we fail to manage any or all of these critical factors, including
the increases in costs, requirement on expertise and qualified personnel and the corresponding internal
control measures, our capability to develop our business and operating scale could be undermined

which could affect our future business growth.
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We may not be able to anticipate and respond to the trends in technological development and
evolving industry standards in an efficient and timely manner.

We may not accurately anticipate the trends in technological development in the future, and may
not utilise our capital expenditures to expand our production capacity for the products and
applications with sufficient market demand. We may misjudge the market demand and expand our
capacity for products and applications with small customer base or low demand. We cannot assure you
that we will be successful in responding to the technological development and evolving industry
standards. New technologies may render our existing products or technologies less competitive. If we
are unable to anticipate the trends in technological development and develop products and
applications required and well-received by our customers and the market, we may fail to compete
effectively with our competitors, which could adversely affect our business, results of operations and

financial condition.

We may fail to derive benefits from our research and development efforts and our investments
in new production facilities, keep pace with and respond to technological changes and evolving
industry standards in an efficient and timely manner.

We have our in-house research and development team, which develops new products and new
applications, improves our production/processing technologies and production equipment to align
with the industry demand and requirement of our customers. We have applied for various patents to
protect our technologies. We currently own patents to various patented technologies for the production
of pearlescent materials and synthetic mica products. For more information on our patents registered
in the PRC, see the paragraphs under “B. Further information about the business of our Group — 2.
Intellectual property” in Appendix V to this document.

The success of our business is dependent upon our ability to continue to develop, in a timely
manner, new products and new applications, and improve our production and processing technologies
through research and development to cater to our customers’ requirements and industry demand.

We are engaged in the production and sales of pearlescent pigment and synthetic mica products,
which are subject to relevant industry standards and specification requirements of our customers.
However, we cannot assure you that our existing or future products will always meet the evolving
industry standards or our customers’ requirements, or that we will not incur significant costs in
ensuring our compliance with such standards or requirements. There can be no assurance that we will
continue to be successful in responding to these technological changes and evolving industry
standards. New products or technologies may render our existing products or technologies less
competitive. If we fail to comply with these standards or requirements, we may be required to incur
additional costs to change the product compositions or to improve our production processes and
upgrade our production or processing technologies in order to align with the industry standards and
customer demand, any of which would adversely affect our business and results of operations. If we
fail to derive desired benefits from our product research and development efforts, or respond to
technological changes and evolving industry standards in an efficient and timely manner, we may not
be able to continue to effectively serve our customers’ demands, and our business, financial conditions
and results of operations may be materially and adversely affected.
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During the Track Record Period, our research and development expenditures amounted to
RMB10.7 million, RMB23.2 million and RMB29.3 million, respectively. The development of new
products and new applications of our products or the development and improvement in our production
and processing technology are time consuming and costly. We cannot assure you that our research and
development efforts will lead to any breakthroughs or that the results of such research and
development efforts will result in commercialisation that could be accepted by our customers. If we
are unsuccessful in researching and developing new products, new applications and new technology
or if we are unable to commercialise our research and development efforts, our research and

development expenditures will be wasted and we will be less competitive.

Moreover, our competitors may develop or improve technologies or products that gain wide
market acceptance, or are superior to ours in terms of technological capabilities and quality. If we fail
to respond by improving our existing products and launching new products and new applications,
develop or improve production and processing technologies in a timely and effective manner, we may
not be able to retain our existing customers, enhance our competitiveness or maintain our market

position.

In addition, our future success will depend, to a large extent, on our ability to increase our
production output and enhance our production efficiency. We have continued to upgrade our current
manufacturing plant and machinery and install additional manufacturing plant and machinery to
expand our production capacity and enhance our production efficiency. Nevertheless, our plant and
machinery upgrade and capacity expansion are subject to the following inherent risks and

uncertainties:

— the need to finance our upgrade and capacity expansion through equity or debt financing, which
may not be available on commercially reasonable terms or at all;

— delay or failure to obtain relevant government approvals and permits necessary and required for
our expansion;

— increase in depreciation charges; and

— cost overruns, construction delays, manufacturing problems, including delays in delivery and

other operating difficulties.

Any of the above uncertainties could significantly delay or constrain our ability to execute our
upgrade and capacity expansion as planned. As a result, our business, financial conditions and results

of operations may be materially and adversely affected.

Our strategy to increase sales of our pearlescent pigment products and synthetic mica powder
to the international markets is subject to uncertainties and risks.

During the Track Record Period, we sold a majority of our pearlescent pigment products and
synthetic mica powder to customers in the PRC. We derive a portion of our revenue from international
sales through the sales to the trading company customers. Our revenue derived from sales to overseas
customers amounted to RMB25.0 million, RMB30.2 million and RMB29.9 million, representing
7.9%, 6.9% and 5.3% of our total revenue, respectively, during the Track Record Period. We sold our
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pearlescent pigment products and synthetic mica powder to overseas customers, a majority of which
are trading companies, which in turn resell our pearlescent pigment products and synthetic mica
powder to overseas end user customers. We have limited direct access to the end user customers of
our pearlescent pigment products and synthetic mica powder in other countries.

As a result, we are subject to various risks and uncertainties associated with conducting business

in the international markets including the following:

— compliance with foreign laws, regulatory requirements and local industry standards, with which
we may not be familiar;

— competition from foreign players or failure to anticipate changes to the competitive landscape
in the international markets due to lack of familiarity with the local business environment;

— difficulty in managing relationships with foreign customers;

—  political and economic instabilities;

— lack of familiarity with local operating and market conditions;

— cultural and language difficulties;

— exposure to increased litigation risks in the international markets; and

—  foreign exchange rate exposure and risk of foreign exchange control.

Any of the above factors could lead to business disruptions and loss of sales, which could have
a material and adverse effect on our business, results of operations and growth strategies.

The construction of our Phase 2 Production Plant and our Luzhai Synthetic Mica Plant might
not be completed as planned, may exceed our original budget and might not achieve the intended
economic results or commercial viability.

We intend to expand our production capacity by the construction of our Phase 2 Production Plant
and our Luzhai Synthetic Mica Plant for the production of pearlescent pigment products and in
particular, high-end pearlescent pigment products and synthetic mica powder.

The estimated investment amount of our Phase 2 Production Plant is RMB1,337.9 million. As of
the Latest Practicable Date, we have used an aggregate amount of RMB243.4 million for the
construction of our Phase 2 Production Plant, among which, RMB37.4 million was used for
acquisition of five land parcels with an aggregate site area of 148,713.7 sq.m. We plan to use the
[REDACTED] of RMB[REDACTED] (equivalent to HK$[REDACTED]) to partially finance the
capital expenditures. The remaining balance of RMB[REDACTED] will be funded out of our internal

and/or external financial resources.

The estimated investment amount of Luzhai Synthetic Mica Plant is RMB471.1 million. As of
the Latest Practicable Date, we have used an aggregate amount of RMB29.4 million for the
construction of Luzhai Synthetic Mica Plant, among which, RMB10.4 million was used for acquisition
of a land parcel with a site area of 42,467.20 sq.m. We plan to use the [REDACTED] to partially
finance the capital expenditures from the [REDACTED] of RMB[REDACTED] (equivalent to
HK$[REDACTED]). The remaining balance of RMB[REDACTED] will be funded out of our internal

and/or external financial resources.
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See the sections headed “Future Plans and [REDACTED] — Construction of our Phase 2
Production Plant” and “— Construction of our Luzhai Synthetic Mica Plant” in this document for

further information.

Our expansion of production capacity by the construction of our Phase 2 Production Plant and
our Luzhai Synthetic Mica Plant may involve the following risks:

— Operating at a utilisation rate lower than our expectation. The actual production volume of our
Phase 2 Production Plant and our Luzhai Synthetic Mica Plant may vary depending on the
demand for our pearlescent pigment products, which may be affected by the market trend,
customers’ preferences or other factors which are beyond our control. The demand for our
products and revenue generated may not increase in line with our increase in production
capacity. The demand for pearlescent pigment products might not be up to our expectation due
to a reduction of orders from our existing customers or a lack of new customers, and as a result,
the production facilities might operate at a utilisation rate below our expectation, which may

adversely affect our profitability.

— Adversely affecting our liquidity. We expect to partially fund the construction of our Phase 2
Production Plant and our Luzhai Synthetic Mica Plant by the [REDACTED] and our internal
and/or external financial resources. Our liquidity may be adversely affected if we are not able
to maintain our cash flow. We cannot assure you that we will be able to complete the construction
of our Phase 2 Production Plant and our Luzhai Synthetic Mica Plant within budget, on schedule

or at all.

Our expansion plan may be adversely affected by factors such as lack of utilities and personnel,
unexpected technical problems, natural disasters, failure to obtain required governmental permits and
approvals, logistic difficulties and any unforeseen legal or regulatory impediments. If there is any
delay in the progress for the construction of our Phase 2 Production Plant and our Luzhai Synthetic
Mica Plant or the expansion of our production capacity might not achieve the intended economic
results or commercial viability, our competitive position could be weakened, which may adversely

affect our business, results of operations and financial condition.

Our plan to construct our Phase 2 Production Plant and our Luzhai Synthetic Mica Plant will
increase our depreciation expense and could adversely affect our operating results and financial
position.

We plan to expand our production capacity for pearlescent pigment products by constructing our
Phase 2 Production Plant and our Luzhai Synthetic Mica Plant and will use part of the [REDACTED]
for the purpose. See the sections headed “Future Plans and [REDACTED] — Construction of our
Phase 2 Production Plant” and “— Construction of our Luzhai Synthetic Mica Plant” in this document
for further information. As a result of the construction of new production facilities, based on the
intended timing of deployment of the [REDACTED], our Directors expect that our depreciation
expense will increase by RMB9.1 million, RMB49.9 million, RMB70.2 million, RMB88.1 million and
RMB94.9 million for the five years ending 31 December 2025, respectively.
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We had accumulated loss brought forward as of 1 January 2018

Chesir Pearl had accumulated loss of RMB23.3 million brought forward as of 1 January 2018.
Such amount was primarily due to the fact that Chesir Pearl only commenced commercial operation
during the year ended 31 December 2015, whilst it had made substantial amount of investments in the
production facilities and the product development since its establishment in March 2011. Such amount
of accumulated loss could not be offset by the operating profit of Chesir Pearl during the two years
ended 31 December 2017.

We cannot assure that we will not incur loss in the future primarily due to decreases in sales or
that our pearlescent pigment products are no longer commercially or technically viable. Our future
revenue growth and profitability will depend on a variety of factors, many of which are beyond our
control. We may also further encounter unforeseen expenses, difficulties, complications, delays and
other unknown events. If we fail to continue our business growth or maintain our profit margin, we
could not improve our profitability and may incur operating loss in the future.

Our business and financial conditions depend on our ability to effectively manage our
inventories.

Our inventory consists of raw materials, work-in-progress and finished products. Our business
and financial conditions depend on our ability to manage and maintain a reasonable level of
inventories. If we overstock our inventories, our required working capital would increase and
additional financing costs would be incurred to monitor and warehouse our stocks. On the other hand,
if we understock inventories, we may not be able to meet our customers’ demand, which may in turn
adversely affect our business and financial conditions. We cannot assure you that we would not
experience overstocking or understocking in the future, or that any such instances would not adversely
affect our business and financial conditions.

Further, the turnover rate of our inventories is susceptible to overall customers’ demand and
changes in consumer choice and preference, all of which are beyond our control, which exposes us
to the risk of slow moving inventories. We rely on our sales forecasts to prepare our procurement plan
and to manage our inventory of raw materials and finished products. Our customers may cancel or
postpone the sales orders placed with us. Demand for our products may also change and our customers
may not confirm the purchase order of products in such quantities pursuant to the sales forecast or
initial indication provided by our customers. If we are not able to manage our inventory efficiently,
we could be subject to the risk of inventory obsolescence, decline in the realisable value, and
significant write-down of the value of our inventory of finished products. Any of these events could
adversely affect our business and financial condition and operating results.

As of 31 December 2018, 2019 and 2020, we had inventories in the amount of RMB74.4 million,
RMB&80.1 million and RMB75.4 million, respectively, and we recorded average inventory turnover
days of 141.4 days, 129.3 days and 101.6 days during the Track Record Period, respectively.
Allowance for slow-moving inventories was made for the year ended 31 December 2018, 2019 and
2020 amounted to RMB9,000, nil and nil, respectively. We cannot assure you that our inventory
turnover days will not increase in the future, and we may need to write off our slow moving
inventories or sell our slow moving inventories at lower prices, any of which could adversely affect
our business and financial conditions.
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We may not successfully mitigate our exposures to foreign exchange risk.

We undertake certain transactions denominated in foreign currencies instead of RMB, our
functional currency. In addition to RMB, the majority of our cash and cash equivalents are
denominated in U.S. dollars. The value of U.S. dollars against RMB and other foreign currencies is
generally affected by, among others, changes in the worldwide economic and political conditions.
There can be no assurance that the U.S. dollars will be stable. Any appreciation of RMB against U.S.

dollars may, to some extent, adversely affect our financial conditions.

Currently, we do not have a foreign exchange hedging policy. Although we seek to manage our
currency risks to minimise any negative effects caused by exchange rate fluctuations, there can be no
assurance that we will be able to do so successfully. Our business, financial conditions and results of
operations could nevertheless be adversely affected, particularly if any such exchange rate movements
persist. As of 31 December 2018, 2019 and 2020, if U.S. dollars had weakened/strengthened by five
per cent. against RMB with all other variables remain constant, our operating profit during the Track
Record Period would have been RMBO0.3 million, RMBO0.5 million and RMBO0.2 million lower/higher
than the amount stated in the Accountants’ Report.

Increase in employee benefit expense as a result of our expansion could have an adverse effect
on our business operations.

As of 31 December 2020, we employed a total of 462 employees in the PRC. During the Track
Record Period, we incurred total employee benefit expense (including salaries, wages, allowance, and
benefits) of RMB41.0 million, RMB48.9 million and RMB50.6 million, respectively. The increase in
employee benefit expense during the Track Record Period is mainly due to salary increment to
enhance our competitiveness in retaining and recruitment of talents. Our expansion will depend on a
significant extent of our ability to recruit and maintain our workforce, and to continue to increase our
workforce at a rate commensurate with the growth of our business. Labour and staff costs have
increased significantly in the PRC in recent years, and our Directors expect that our labour and staff
costs will continue to increase in the future. If labour and staff costs in the PRC continue to increase
and we are unable to pass such increase in costs to our customers in a timely manner or adopt effective
measures to manage our labour and staff costs, our business and financial condition and operating
results could be adversely affected.

We enjoy certain preferential tax treatments and any expiration or change of these preferential
tax treatments could have an adverse effect on our operating results.

Chesir Pearl has been accredited as a High and New Technology Enterprise since 14 July 2014
and enjoyed a preferential EIT rate at 15% during the Track Record Period. For details, please refer
to the paragraphs under “Financial Information — Components of our consolidated statements of
profit or loss — Income tax (credit)/expenses” in this document. As a result, for the Track Record
Period, our effective tax rates were 7.3%, 14.3% and 14.0%, respectively. Our effective tax rates may
change from year to year due to the availability or expiration of any preferential tax treatments. We
cannot assure you that we will continue to qualify for such preferential tax treatment, or that the
policies providing for the preferential tax treatment will continue to be effective.
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In addition, as a High and New Technology Enterprise, we enjoy certain favourable regulatory
treatments, particularly government grants, which are offered by relevant government authorities. For
the Track Record Period, we recognised government grants of approximately RMB4.3 million,
RMB3.6 million and RMB13.2 million in our consolidated statements of profit or loss, respectively.
For details, please refer to the paragraphs under “Financial Information — Components of our
consolidated statements of profit or loss — Other income and gains or losses” in this document.
However, it is at the sole and absolute discretion of the relevant government authorities and subject
to relevant PRC laws, regulations and policies, to determine whether and when government grants
would be provided to us, or at all. We cannot assure you that we will be able to receive government

grants in the future.

The termination or expiration of our preferential tax treatments or the imposition of additional
taxes on us may lead to an increase in our expenses, and the unavailability or reduction in the amount
of government grants or other favourable treatments received by us may have a material adverse effect
on our business, financial condition, results of operations and prospects.

Certain components of our other income, including government grants, are of non-recurring
nature, and the loss of these components of other income could materially and adversely affect
our business, financial conditions and results of operations.

We received government grants of RMB4.3 million, RMB3.6 million and RMB13.2 million for
the Track Record Period, respectively. See “Financial Information — Components of our consolidated
statements of profit and loss — Other income and gain or losses.” These components of our other
income are of non-recurring nature and we cannot assure you that we would continue to enjoy
government grants at the historical levels, or at all. If there is any change, suspension or termination
of government grants, our business, financial conditions and results of operations could be materially

and adversely affected.

Any material disruption to the operation of our production facilities could materially and
adversely affect our business and financial condition and operating results.

We cannot assure you that there will be no disruptions to the operations of our production
facilities in the future. If operations at our production facilities are materially disrupted as a result of
fires, equipment failure, power outages, work stoppages, explosions, adverse weather conditions,
natural disasters, labour disputes, workforce restructuring, transport and logistics issues, political
turmoil or other factors, our business and financial condition and operating results could be adversely
affected. The occurrence of any of these events could also require us to make significant unanticipated
capital expenditures.

Our production process depends on a stable supply of electricity and water. If we encounter any
shortage of supply of electricity, and water, our production activities could be interrupted which could
adversely affect our business and financial condition and operating results. Any fluctuation in the
charges for electricity and water in the future could affect our production cost and our profitability,
which could have a significant impact on our business and financial condition and results of
operations.
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Interruptions in production could increase our costs and delay our delivery of products, which
may further subject us to penalties or other liabilities under the relevant sales arrangements with our
customers. Production suspensions caused by such disruptions could cause a reduction in sales or
delay in sales recognition. Lost sales or increased costs arising from such disruption of operations
may not be recoverable under our existing insurance policies and any prolonged business disruption
could also result in a loss of customers. In case of any of the above, our business and financial

condition and operating results could be adversely affected.

We are subject to a variety of occupational health and safety laws and regulations.

We are subject to a variety of occupational 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 impact our overall financial
performance. Although we had not experienced any violations of health or safety laws and regulations
during the Track Record Period and up to the Latest Practicable Date, 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
violation of applicable health or safety laws or regulations, we may also be subject to adverse
publicity and our business, financial conditions and results of operations could be materially and

adversely affected.

Our business operations are subject to risks relating to potential accidents arising from our
operations and failure to comply with safety measures and procedures, and other unforeseen
risks.

Our business involves the operation of equipment and machinery, which, if improperly operated,
may result in physical injuries or even fatalities. We require our employees to comply with relevant
safety measures and procedures relating to operations and production, as stipulated in our internal
policies. There is no assurance that such safety measures are strictly followed by our employees. We
cannot assure that these accidents, whether due to improper use or malfunctions of such equipment
or machinery or other reasons, will not occur in the future. We cannot guarantee that material
workplace accidents or fatal accidents will not occur in the future. In that case, we may be subject
to government investigations and administrative penalties. Even if such accidents were not caused by
our fault or negligence, such accidents may still cause us to incur substantial costs and damage to our
reputation, such as negative publicity, which could adversely affect our business and financial
condition and operating results. If work-related accidents resulting in employee injuries or deaths
occur, we may be liable for medical and other payments to the employees and their families, in
addition to fines or penalties. We cannot assure you that all such risks have been adequately covered
by our existing insurance policies. If we incur substantial liabilities, which are not covered by our
insurance policies, our business and financial condition and results of operations may be adversely
affected.
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The production process of our pearlescent pigment and synthetic mica products involves the
handling and processing of various chemicals, such as titanium tetrachloride and different kinds of
chemical reactants and additives. Any accidents resulting from improper handling of these chemicals
during storage, transportation and production may cause serious environmental, health and safety
issues for our employees or others, cause damage to our production facilities and result in production

interruptions.

Our operations are also subject to unforeseen risks, such as political unrest and natural disasters.
We cannot assure you that we are insured for any of these risks or that, if insured, we will be
successful in making claims under our insurance policies or that the insurance proceeds will be
sufficient to compensate the actual damage suffered, or at all. Any of these events may also lead to
litigation, government fines or penalties, which in turn may adversely affect our business, reputation,

financial condition and results of operations.

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

We are subject to a variety of laws and regulations in the jurisdictions where our pearlescent
pigment products and synthetic mica powder are sold. To comply with such laws and regulations, we
need to implement and maintain an effective quality control system to perform various inspections
over the course of our entire manufacturing process. Although we have been in full compliance with
the quality control requirements during the Track Record Period, 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. Decline in product quality will affect our reputation in the
market and among our existing or prospective customers, which may lead to reduced orders or loss

of customers, and will severely harm our business, financial conditions and results of operations.

We require various approvals, licenses and qualification certificates to operate our business and
failure to renew any approvals, licenses or qualification certificates that are crucial to our
operations could adversely affect our business.

We are required to maintain various approvals, licenses and qualification certificates in order to
operate our business in accordance with the laws and regulations of the PRC. As of the Latest
Practicable Date, as advised by our PRC Legal Advisers, we have obtained all relevant approvals,
licenses and qualification certificates required for our operation of the business that we are currently
engaged in. However, most of these approvals, licenses and qualification certificates are subject to
examinations or verifications by relevant authorities and are valid only for a fixed period of time
subject to renewal. Please refer to the paragraphs under “Business — Licenses, certificates and
permits” in this document for details of the approvals, licenses and qualification certificates we are
required to obtain to operate our business. For the issuance of these licences and permits, the relevant
regulatory authorities would carry out regular inspections to ensure our compliance with applicable
laws and regulations. We are also required to renew our licences and permits periodically. Failure to
pass these inspections, loss of or failure to renew our licences and permits may result in temporary
or permanent suspension of some or all of our production activities, and may disrupt our operations.
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During the Track Record Period, our operations have not been materially affected due to any of
the above circumstances. We cannot assure you that we will be able to renew all of these approvals,
licenses and qualification certificates and qualification certificates that are crucial to our operations
when they expire. If we cannot obtain and maintain all approvals, licenses and qualification
certificates required by us to operate our business, our business could be interrupted or the continued
operation of our business may incur fines and penalties, which could adversely affect our business,

results of operations and financial condition.

Our business depends on our key senior management members and key research and
development personnel, and we may not be able to find suitable replacement in case of loss of

service of any of them.

Our business depends to a significant extent on the continued service of our senior executives
and key research and development personnel. The experience and leadership of our key management
team are critical to the success of our business. Our senior management team has extensive experience
and expertise in the pearlescent pigment and synthetic mica industries and has made significant
contributions to the growth and success of our business. Any unexpected loss of services of one or
more of these individuals could have a material adverse effect on us. Our research and development
team is critical to the research and development of new products and new applications. Our research
and development team also focuses on research and development of new production and processing
technology and improve production equipment pursuant to our production requirements and latest
market trends. The continued service of our key senior management members is significant to our
future development and expansion. We do not maintain key-person insurance for key members of our
senior management team. If any of our key senior management members ceases employment with us,
we may have difficulty finding suitable replacements with similar industry experience. The loss of
service of any of our key senior management, or failure to find suitable replacements, could adversely
affect our business operations, financial condition, results of operations and prospects. The departure

of any of these individuals could have an adverse effect on our business and prospects.

Our future success also depends substantially on our ability to recruit, train and retain qualified
management, research and development staff, technicians, engineers and other qualified personnel.
Competition for talent in the pearlescent pigment and synthetic mica industries is intense and
qualified individuals can be difficult to recruit. Consequently, we may not be able to easily or quickly
replace lost personnel and we may incur additional expenses to recruit, train and retain new hires. In
addition, we may incur additional expenses for the recruitment and training of new personnel, which
could severely disrupt our business and expansion plans. Hence, our ability to attract and retain key
personnel is critical to our overall competitiveness. In order to attract and retain these personnel, we
may be required to offer higher compensation and other benefits, which would increase our operating
expenses and, in turn, materially and adversely affect our financial condition and results of
operations. If we are unable to attract or retain the personnel required to implement our business

objectives, our business could be severely disrupted.
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We may not be able to adequately protect our intellectual property rights and any unauthorised
use of our intellectual property rights by competitors or third parties, and the expenses incurred
in protecting such intellectual property rights, may adversely affect our business and reputation.

We have proprietary intellectual property rights with respect to technologies developed for the
production of pearlescent pigment and synthetic mica products. The success of our business to a
certain extent is dependent upon our ability to continue to develop new products and new applications
as well as developed and improved our production and processing technologies through research and
development to cater to industry demand and requirement of our customers. We rely on intellectual
property laws in the PRC to protect our intellectual property rights. As of the Latest Practicable Date,
we had (a) 12 patents in PRC; (b) 13 trademarks in the PRC; (c) one domain name in the PRC; (d)
four software copyrights in the PRC; (e) one trademark in Hong Kong; and (f) 26 patent applications
for registration in the PRC under review. Further information on our registered intellectual property
rights which we consider to be or may be material to our business are set forth in the paragraphs under
“B. Further information about the business of our Group — 2. Intellectual property” in Appendix V
to this document.

Unauthorised use of our intellectual property by third parties may adversely affect our business.
Preventing such unauthorised use of intellectual property is inherently difficult. If we are unable to
prevent the misappropriation or unauthorised use of our intellectual property rights, competitive
advantages of our proprietary technology could be reduced or eliminated, which could adversely
affect our results of operation. In addition, there can be no assurance that we will be successful in
bringing enforcement actions against parties who we believe have infringed upon our intellectual
property rights. In addition, intellectual property laws in China, are still evolving and may not afford
the same level of protection as the intellectual property laws of other jurisdictions. If we are unable
to adequately protect our intellectual property rights to prevent misuse or misappropriation by any of
our competitors, our brand and our business may be materially and adversely affected. Any occurrence
of misappropriation could negatively impact our reputation and brand name, cause a decline in our
sales and increase our administrative costs in litigation and enforcement actions.

In addition, seeking patent protection can be costly and time-consuming. There can be no
assurance that pending or future patent applications will be granted or that, if such patents are granted,
they will provide meaningful protection to us. In the future, if suspected infringement arises, litigation
may be necessary to enforce our intellectual property rights and to protect our intellectual property.
Future litigation could result in substantial costs and diversion of resources. Moreover, there can be
no assurance that our intellectual property rights will be upheld by the courts in the future.

We may be subject to intellectual property infringement claims from third parties, which may
be expensive to defend and may disrupt our business and operations.

We cannot be certain that our operations or any aspects of our business do not or will not infringe
upon or otherwise violate trademarks, patents, know-how or other intellectual property rights held by
third parties. We may be from time to time subject to legal proceedings and claims relating to the
intellectual property rights of others. In addition, there may be third-party trademarks, patents,
copyrights, know-how or other intellectual property rights that are infringed by our pearlescent
pigment products and synthetic mica powder or other aspects of our business without our awareness.
Our employees may unknowingly use intellectual property owned by others in their work for us. For
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instance, our employees may have used computer software which we have not obtained the relevant
user license. Holders of such intellectual property rights may seek to enforce such intellectual
property rights against us in various jurisdictions. If any third-party infringement claims are brought
against us, we may be forced to divert management’s time and other resources from our business and
operations to defend against these claims, regardless of their merits.

Additionally, the application and interpretation of intellectual property right laws and the
procedures and standards for granting trademarks, patents, know-how or other intellectual property
rights are evolving and may be uncertain, and we cannot assure you that courts or regulatory
authorities would agree with our analysis. If we were found to have violated the intellectual property
rights of others, we may be subject to liability for our infringement activities or may be prohibited
from using such intellectual property, and we may incur licensing fees or be forced to develop
alternatives of our own. As a result, our business, financial conditions and results of operations may
be materially and adversely affected.

Our business depends on our reputation, and any negative publicity on us could have a material
adverse effect on our business and financial condition and operating results.

Our business is dependent on our reputation. Negative publicity arising from, but not limited to,
product defects and non-compliance with relevant laws and regulations or product quality standards
are potential threats to our reputation. If we fail to promote and protect our reputation, we may not
be able to maintain our sales, attract new customers, and expand into new markets. As a result, our
business and financial condition and operating results could be adversely affected. Further, any
negative claims against us could divert our management’s attention and resources from other business
concerns, even if such negative claims are unfounded, which could adversely affect our business and
financial condition and operating results.

We are subject to risks affecting the pearlescent pigment and synthetic mica industries. Negative
publicity or media report on the industries could materially undermine the confidence of our
customers or prospective customers in our pearlescent pigment products and synthetic mica powder.
Such negative publicity could also have a negative impact on our pearlescent pigment and synthetic
mica powder products and as such may affect the demand for our products which could adversely
affect our business and financial condition and operating results.

We may be required to make additional contributions of social insurance fund and/or housing
provident fund and late payments and fines under PRC national laws and regulations.

Under relevant PRC laws and regulations, we are required to make social insurance fund and
housing provident fund contributions for our employees. During the Track Record Period, we did not
make the social insurance fund and housing provident fund contributions in full for employees of
Chesir Pearl and Chesir Luzhai. In this connection, we have made provisions for social insurance fund
and housing provident fund contributions in the aggregate amount of RMB14.7 million as of 31
December 2020. As advised by our PRC Legal Advisers, in respect of the outstanding social insurance
contributions, the relevant PRC authorities may demand us to pay the outstanding social insurance
funds within a stipulated deadline and we may be liable for a late payment fee equal to 0.05% of the
outstanding amount for each day of delay; if we fail to make such payments, we may be liable for a
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fine of one to three times the amount of the outstanding contributions. In respect of the outstanding
housing provident fund contributions, we may be demanded by the relevant PRC authorities to pay the
underpaid amount to the housing provident fund within a prescribed time limit, failing which we may
be subject to the compulsory enforcement by the People’s Court.

Our PRC Legal Advisers are of the opinion that the risk of us being fined is remote provided that
we pay the unpaid amount for social insurance and housing provident funds in full amount in a timely
manner after receiving notices to rectify such non-compliance from the relevant PRC authorities. As
of the Latest Practicable Date, except as disclosed in “Business — Non-compliance matters,” we had
not received any notification from the relevant authorities demanding payment of the outstanding

contributions to the social insurance and the housing provident funds or fine in relation thereto.

However, we cannot assure you that we will not be subject to any order to rectify the
non-compliance in the future, nor can we assure you that there are no, or will not be any, employee
complaints regarding payment of the outstanding amount of the social insurance and housing
provident funds contributions against us, or that we will not receive any claims in respect of the
outstanding amount of the social insurance and housing provident funds contributions under national
laws and regulations proceed granted. In addition, we may incur additional expenses to comply with
such laws and regulations promulgated by the PRC Government or relevant local authorities.

Our insurance coverage might not be adequate to cover all the risks.

We take out property insurance for our buildings, assets and actual damages arising from our
production activities. These insurance policies cover the risk of damage arising from natural disasters
and certain accidents, such as fire and explosion, as well as vehicle damage due to accidents.
However, most of our insurance policies are subject to standard deductions, exclusions and
limitations. We believe these insurance policies are generally consistent with the customary industry
practices, with respect to deductibles and limits of coverage, but we cannot be fully insured against
all potential hazards incidental to our business, including losses resulting from business interruptions,
or all potential losses, including damage to our reputation. If we were to incur significant liabilities
for which we are not fully insured, it may have an adverse effect on our results of operations. In light
of the change of market conditions, premiums and deductibles for certain insurance policies may
increase substantially and, in some instances, certain insurance policies may become unavailable at
a reasonable cost or available only for certain risks. If for any reason we were no longer covered by
our existing insurance policies, we may not be able to obtain replacement of insurance policies on
acceptable terms or at all, which may have an adverse effect on our 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,
financial conditions and results of operations.

Our business relies on the proper functioning of our information technology systems. We use our
information technology systems to retrieve and analyse operational data, including procurement,
sales, inventory, logistics and production, as well as financial information effectively and efficiently.
We also use our information technology systems to assist us in planning and managing our production,
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budgeting, human resources, inventory, sales and financial reporting. As a result, our information
technology system is critical for our daily operations. 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. There can be no assurance that there will not be any
failure or breakdown of these systems in the future. Any system failure or breakdown could interrupt
our normal business operations and result in a significant slowdown in operational and management
efficiency. Any prolonged failure or breakdown could have a material adverse effect on our business
and 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 conditions and results of operations.

We could be adversely affected as a result of our sales to customers in certain countries which
are subject to evolving economic sanctions of the US, EU, Australia, and UN and other relevant
sanctions authorities.

The US and other jurisdictions, including the EU and Australia, maintain broad economic
sanctions targeting certain countries or territories such as Cuba, Crimea region of Ukraine, Egypt,
Iran, North Korea, Russia, Serbia, Syria, Tunisia and Venezuela. In addition, the US and other
jurisdictions have implemented country-based or activity-based targeted sanctions programmes that
target sanctioned parties or economic sectors.

During the Track Record Period, the trading company customers included companies and entities
in countries like Russia, Tunisia, Serbia, Egypt and Ukraine, but the aggregate sales to these
customers in each year was less than one per cent. of our revenue. Our Directors believe that such
sales were immaterial to our business, and we will cease our sales to countries or territories which
are subject to international sanctions programmes following the [REDACTED].

To our knowledge, our customers are not subject to the Targeted Sanctions Programmes.
However, we cannot assure you that if the scope of the sanctions were expanded or if our safeguards
to prevent sales to any sanctioned person were to fail, our business and financial condition and results
of operations would not be materially and adversely affected.

Our Company [has undertaken] to the Stock Exchange that members of our Group will not use
the [REDACTEDY] to finance or facilitate, directly or indirectly, activities or business with, or for the
benefit of, the countries subject to international sanctions programmes. Further, our Company [has
undertaken] not to enter into any transaction that would cause any member of our Group, the Stock
Exchange, [REDACTED] or our Shareholders to violate or become a target of international sanctions
programmes. Our Company will also make timely disclosure on the Stock Exchange’s website and on
our own website if we believe that any of our business transactions would put any member of our
Group or our Shareholders at risk of being sanctioned and will disclose in our annual reports or
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interim reports our efforts on monitoring our business exposure to sanctions risks and our business
intentions relating to the countries subject to international sanctions programmes. If our Company
were in breach of such undertakings to the Stock Exchange, our Company would be subject to the risk
of possible [REDACTED] of our Shares on the Stock Exchange.

We cannot assure you that our future business will be free of sanctions risk. Our business and
reputation could be adversely affected if the government of the United States, EU, Australia, or any
other country material to our business were to determine that any of our activities constitute a
violation of the sanctions they impose or provide a basis for designating us as a sanctioned entity. In
addition, as the sanctions programmes are revised from time to time, new requirements or restrictions
could come into effect which could increase the level of scrutiny on our business.

RISKS RELATING TO THE INDUSTRY IN WHICH WE OPERATE

If the pearlescent pigment market does not grow at the rate that we have expected, or at all, or
if a substitute product for pearlescent pigment product is released to the market, our business,
results of operations and financial condition may be adversely affected.

Our growth depends on the stable demand for our pearlescent pigment products in various
downstream application. Although the demand has grown rapidly in the past, such growth rate may
not remain the same or increase in the future. Any decrease in demand or any downturn in the relevant
downstream sectors could materially and adversely affect our sales and profitability. Furthermore, if
there is a change in market preference due to the release of a substitute product for pearlescent
pigment products to the market, we may not be able to achieve the growth as expected and our
business could be materially and adversely affected.

Our business is affected by changes in customer requirements and preferences, industry
demands and the perceptions for pearlescent pigment products and synthetic mica powder
products generally.

Customer requirements and preferences, industry demands and the perceptions for pearlescent
pigment products and synthetic mica powder products are constantly changing in response to changes
in market trend, technological development and customer needs. In light of diversified and changing
customer requirements and preferences, our future growth depends on our ability to adapt to market
trends and introduce new products and new applications in a timely manner that satisfy the
requirements of our consumers. We cannot assure you that our pearlescent pigment products and
synthetic mica powder products will continue to be accepted by our customers or that we will be able
to anticipate or respond to changes in consumer preferences in a timely manner. Our failure to
anticipate, identify or respond to these changes could adversely affect our sales performance and
operating results.

Research and development of new products and applications can be expensive, and we cannot
assure you that our new products and applications will be well-received and recognised by the market
in respect of requirements and preferences of consumers or that it will generate acceptable profits. We
may spend significant amount of resources to develop and market new products or new applications
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that may not meet our anticipated sales levels. If we are unable to effectively respond or adjust to the
market trends and successfully identify and develop new products or new applications in response to
the changing demand, our business and financial condition and operating results and our competitive

position could be adversely and materially affected.

RISK RELATING TO COVID-19

Since early 2020, there have been reported cases of COVID-19 in the PRC and around the world.
The World Health Organization has declared that the outbreak of COVID-19 is a global pandemic,
which had more than 113.4 million confirmed cases and 2.5 million casualties worldwide as of 28
February 2021. The COVID-19 pandemic has also resulted in international economic recession,
closure of businesses, country and city lockdowns and significant reductions in international trade,

travelling and business activities.

In response to the COVID-19 pandemic, the PRC Government has initiated various measures,
which include quarantining of individuals, requiring residents to stay at home and avoid public
gathering. The pandemic has also resulted in the closure of offices, retail stores, schools, and
manufacturing facilities across China, during which restrictions on movement were imposed

throughout the country.

Due to the production delay caused by the extension of the 2020 Chinese New Year holiday and
quarantines of our employees because of the COVID-19 pandemic, our operation has been affected
slightly and our production volume was slightly lower than our planned production volume during the
first quarter of 2020. Our sales revenue and sales volume decreased slightly in the first quarter of
2020, primarily due to the interruption of production and, to a lesser extent, the impact on our sales

to the trading companies and manufacturers.

During the Track Record Period, we sourced natural mica flakes from India directly or through
trading companies in the PRC. On 25 March 2020, the government of India announced a national
lockdown in response to the COVID-19 pandemic. As of the Latest Practicable Date, our procurement
of natural mica from India has not been impacted. However, if the government of India imposes
measures to restrict the export of natural mica or if there exists any adverse change in the natural mica
trading environment, our raw material supply of natural mica could be adversely affected, which will

adversely impact our business and operation.

In case of severe outbreak, in order to contain the spread of COVID-19 pandemic, the PRC
Government may require us to suspend our production activities, close down our production facilities
temporarily and impose travel restrictions among cities and provinces, which may affect the supply
and delivery of raw materials to our production plans and delivery of our products to our customers
both domestically and overseas. Our business operations could also be disrupted if any of our
employees is suspected of contracting COVID-19 requiring quarantines and our production plant may

also be shut down for disinfection.
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As of the Latest Practicable Date, there remained substantial uncertainties as to how the
COVID-19 pandemic would develop and we could not yet fully ascertain the expected impact on our
operations or our financial position, and also the impact which may have on our customers or
suppliers. If our production plant is forced to halt production activities or the supply of raw materials
for our production is disrupted, we may not be able to deliver products in a timely manner to our
customers, which may adversely affect our business reputation, financial performance and results of
operations.

Other countries may also impose travel restrictions, which may impact our overseas sales efforts.
Any local restrictions in the PRC could also affect our sales activities domestically. Further, the PRC
and global economies may also be adversely affected, which may lead to reduced demand for our
products, cancellation of purchase orders placed previously or request for delay in payments. Any
material adverse change in demand for our products or financial health of our PRC and overseas
customers would affect our business, financial condition, results of operations and profitability.
Further, as we intend to apply a certain portion of our [REDACTED] to enhance our production
capacity, any material adverse change in demand for our products may also affect our expansion plan
and the intended use of the [REDACTED].

RISKS RELATING TO DOING BUSINESS IN THE PRC

The legal system in the PRC embodies uncertainties which could limit the legal protections
available to us.

The legal system in the PRC is a civil law system based on written legislation. Unlike common
law systems, it is a system in which decided legal cases have little precedential value. The legal
system in the PRC evolves rapidly, and the interpretations of many laws, regulations and rules may
contain inconsistencies. These uncertainties could limit the legal protections available to us. 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
their pre-emption of local regulations by national laws. Such unpredictability towards our contractual,
property (including intellectual property) and procedural rights could adversely affect our business
and impede our ability to continue our operations. Furthermore, any litigation in the PRC may be
protracted and result in substantial costs and diversion of management resources.

Political and economic policies of the PRC could affect our business.

Before its adoption of the economic reforms and open policy in late 1970s, the PRC had been
primarily a planned economy. With the commencement of the PRC Government’s effort to reform the
Chinese economy in 1978, the PRC Government introduced changes to its economic system, as well
as the government structure. These reforms have led to significant economic growth and progress in
social development. Although the PRC Government still owns a significant portion of the productive
assets in China, economic reform policies have placed much emphasis on creating autonomous
enterprises and the utilisation of market mechanisms. Factors that may cause the PRC Government to
modify, delay or even discontinue the implementation of certain reform measures include political
changes and political instability and such economic factors as changes in rates of national and
regional economic growth, unemployment and inflation.
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Our Directors anticipate that the PRC Government will continue to further implement these
reforms, further reduce government interference on enterprises, and rely more on free market
mechanisms for the allocation of resources, bring positive effect on our overall and long-term
development. Any changes in the political climate, economic and social situation, the laws,
regulations and policies of the PRC arising therefrom, may have an adverse effect on the present or
future operations of our Group. With our business and operations based in the PRC, our operation and
financial results could be adversely affected by the restrictive or austere policies introduced by the
PRC Government. We may not be able to capitalise on economic reform measures adopted by the PRC
Government. We cannot assure you that the PRC Government will not impose economic and
regulatory controls that may adversely affect our business, financial positions and results of
operations.

Government control on currency conversion and changes in the exchange rate between RMB and
other currencies could negatively affect our financial condition, operations and our ability to pay
dividends.

RMB is currently not a freely convertible currency and our Group needs to convert RMB into
foreign currency for payment of dividends, if any, to Shareholders. Our PRC subsidiaries are subject
to the PRC rules and regulations on currency conversion. In the PRC, SAFE regulates the conversion
of RMB into foreign currencies. Foreign investment entities are required to apply to relevant bank for
direct investment-related foreign exchange registration.

Under relevant PRC foreign exchange laws and regulations, payment of current account items,
including profit distributions and interest payments are permitted to be made in foreign currencies
without prior government approval but are subject to certain procedural requirements. Strict foreign
exchange control continues to apply to capital account transactions, which must be approved by
and/or registered with SAFE, its local branches or relevant banks. We cannot assure you that the PRC
regulatory authorities will not impose further restrictions on foreign exchange transactions for
current-account items, including payment of dividends.

Furthermore, in 2005, the PRC revalued the exchange rate of the RMB to the US dollars and
abolished the RMB to peg solely to the US dollars as applied in the past. Instead, it is pegged against
a basket of currencies which can rise or drop by as much as 0.3% each day. We cannot assure you that
in the future PRC will not revalue RMB or permit its substantial appreciation. Any increase in the
value of RMB may adversely affect the growth of the PRC economy and competitiveness of various
industries in the PRC, including the industries in which our Group operates, which could in turn affect
the financial condition and results of operations of our Group.

Currently, some of our revenue, expenses and bank loans are denominated in RMB, however we
cannot guarantee that our financial portfolio will be free from any foreign currencies denominated
securities or investments in the future.

The global financial crisis in 2008 has adversely affected the United States and other world
economies. Although there are signs of recovery in the global and Chinese economy, there can be no
assurance that any such recovery is sustainable. The ongoing uncertainties in the global investment
environment may cause fluctuations in exchange rates which may in turn adversely affect the value
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of our net assets, earnings or any declared dividends. Also, any unfavourable movement in the
exchange rate or the value of US dollars may lead to an unfavourable exposure to foreign exchange
losses, which could in turn materially and adversely affect our financial conditions and results of
operations.

Distribution and transfer of funds may be subject to restrictions under the PRC law.

Our Company is a holding company incorporated in the Cayman Islands and does not have any
business operations other than investments in the subsidiaries. Our Company relies entirely on the
dividend payments from our subsidiaries. Under the PRC laws, dividends from our subsidiary in the
PRC may only be paid out of distributable after-tax profits, less any recovery of accumulated losses
and allocations to statutory funds which are not available for distribution as cash dividends. Any
distributable profits that are not distributed in a given year will be retained and made available for
distribution in subsequent years. The calculation of distributable profits under the PRC accounting
principles is different in many respects from Hong Kong accounting principles. Distributions by our
subsidiaries in the PRC to our Company may be subject to bank procedures and taxation. These
requirements and restrictions may affect our ability to pay dividends to our Shareholders. Any transfer
of funds from our Company to our subsidiaries in the PRC, either as a shareholder loan or as an
increase in registered capital, is subject to registration and/or approval granted by the PRC SAFE its
local branch or relevant banks. These limitations on the free flow of funds between our Company to
subsidiaries in the PRC could restrict our ability to act in response to changing market conditions in
a timely manner. Furthermore, members of our Group may obtain credit facilities in banks in the
future which restrict them from paying dividends to their Shareholders, which may have an adverse
impact on their ability to pay dividends to their Shareholders.

It may be difficult to effect service of process, enforce foreign judgments and arbitral awards or
bring original actions in the PRC against us or our Directors and senior management.

Our Company is incorporated under the laws of the Cayman Islands, but a substantial portion of
our operations and assets and all of our executive Directors and senior management are located in the
PRC. It may be difficult or impossible for investors to effect service of process on us or those persons
in the PRC. Moreover, the PRC does not have treaties with most of the other jurisdictions that provide
for the reciprocal recognition and enforcement of judicial rulings and awards. As a result, recognition
and enforcement in the PRC of the judgment of a non-PRC court in relation to any matter not subject
to a binding arbitration provision may be difficult or impossible. Final judgments for civil and
commercial cases and arbitral awards obtained in a recognised Hong Kong court or Hong Kong
arbitral tribunal may be enforced in the PRC, provided that certain conditions are satisfied. However,
there are uncertainties as to the outcome of any applications to recognise and enforce such judgments
and arbitral awards in the PRC.

Furthermore, an original action may be brought in the PRC against us or our Directors and senior
management only if the actions are not required to be arbitrated by PRC law and upon satisfaction of
the conditions for commencing a cause of action pursuant to the PRC civil procedure law. As a result
of the conditions set forth in the PRC civil procedure law and the discretion of the PRC courts to
determine whether the conditions are satisfied and whether to accept the action for adjudication, it is
uncertain whether investors will be able to bring an original action in the PRC in this manner.

- 47 -



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

PRC tax law may affect tax liabilities on dividends received by our Company and Shareholders
and increase our enterprise income tax rate.

Our Company is incorporated under the laws of the Cayman Islands and holds interests in our
PRC subsidiaries through a number of subsidiaries incorporated in the BVI and Hong Kong. The EIT
Law has become effective as of 1 January 2008. If our subsidiary is deemed to be a non-PRC tax
resident enterprise without an office or premises in the PRC, a withholding tax at the rate of 10% will
be applicable to any dividends paid to our subsidiary, unless our subsidiary is entitled to reduction or
elimination of such tax, including by tax treaties. Under an arrangement between the PRC and Hong
Kong, such dividend withholding tax rate is reduced to five per cent. if a Hong Kong tax resident
enterprise owns over 25% of the equity interests of the PRC company distributing the dividends.
Pursuant to the Announcement on Promulgating the Administrative Measures for Convention
Treatment for Non-resident Taxpayers (€A #E 4 IF J& RANBL N 252 10 2 Fr @ B BBHE M A 5)),
which came into effect on 1 January 2020, any non-resident taxpayer meeting conditions for enjoying
the convention treatment may be entitled to the convention treatment itself/himself when filing a tax
return or making a withholding declaration through a withholding agent, subject to the collection and
preservation of relevant materials for review pursuant to the measures and the subsequent
administration by the tax authorities.

RISKS RELATING TO THE [REDACTED]

There has been no prior [REDACTED] market for our Shares, and an active [REDACTED]
market may not develop.

Prior to the [REDACTED], no [REDACTED] market for our Shares existed. Following
completion of the [REDACTED], the Stock Exchange will be the only market on which our Shares
will be publicly traded. We cannot assure our investors that an active trading market for our Shares
will be developed or be sustained after the [REDACTED]. In addition, we cannot assure our investors
that our Shares will be traded in the [REDACTED] market subsequent to the [REDACTED] at or
above the [REDACTED]. The [REDACTED] for our Shares is expected to be fixed on [REDACTED]
by an agreement to be entered into between the [REDACTED] (on behalf of the other [REDACTED])
and us, and may not be indicative of the [REDACTED] price of our Shares following the completion
of the [REDACTED]. If an active trading market for our Shares does not develop or is not sustained
after the [REDACTED], the [REDACTED] price and liquidity of our Shares could be materially and
adversely affected.

The [REDACTED] may fluctuate.

The [REDACTED] may be highly volatile, which may be subject to a number of factors,
including but not limited to:

— variations in our revenue, earnings and cash flow;

— announcements made by us or our competitors;

— environmental accidents suffered by us;

— loss of key personnel;

— developments in the pearlescent pigment industry;

— immediate dilution in the unaudited [REDACTED] adjusted consolidated net tangible asset
value;
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— changes in ratings by financial analysts and credit rating agencies;

— involvement in litigation;

—  fluctuations in stock [REDACTED];

—  fluctuations in the market prices for the products sold; or

—  future disposal or perceived disposal of a substantial number of Shares of our existing
Shareholders in the [REDACTED] market.

We cannot assure you that our major Shareholders would not dispose of their shareholdings. Any
significant disposal of our Shares by any of the major Shareholders could materially affect the
prevailing [REDACTED]. In addition, these disposals may make it more difficult for us to issue new
Shares in the future at a time and price we deem appropriate, thereby limiting our ability to raise

further capital. We cannot predict the effect of any significant future disposal on the [REDACTED].

We may need to raise additional funds due to changes in business conditions, or to finance our
future plans, whether in relation to our existing operations or any future acquisitions. If additional
funds are raised by way of issuing Shares or equity-linked securities other than on a pro-rata basis to
existing Shareholders our existing Shareholders’ shareholding may be reduced, the earnings per Share
and the net tangible asset value per Shares would diminish and/or such newly issued securities may

have rights, preferences and privileges superior to our Shares of our existing Shareholders.

We cannot assure you that we will pay dividends in the future.

We cannot assure you that our Group will declare dividends. The declaration and payment of
dividends during the Track Record Period should not be considered as a guarantee or indication that
we will declare and pay dividends in such manner in the future, or will declare and pay any dividends
in the future at all. Whether dividends will be distributed and the amount of dividends to be paid will
depend upon, among other things, our profitability, financial condition, business development
requirements, future prospects and cash requirements of our Group. See the section headed “Financial
Information — Dividends” in this document. We cannot assure investors when or whether we will pay

dividends in the future.

The interest of our Controlling Shareholders may not always coincide with the interest of our

Group and those of our other Shareholders.

Our Controlling Shareholders have significant influence over the operations and business
strategies of our Group, and may have the ability to require our Group to effect corporate actions
according to their own desires by virtue of their shareholding in our Group. The interests of our
Controlling Shareholders may not always coincide with the best interests of other Shareholders. If the
interests of any of our Controlling Shareholders conflict with the interests of other Shareholders, or
if any of our Controlling Shareholders chooses to cause our business to pursue strategic objectives
that conflict with the interests of other Shareholders, our Group or those other Shareholders’ interest

may be adversely affected as a result.
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Shareholders’ interests may be diluted as a result of additional equity fund-raising.

We may need to raise additional funds in the future to finance further expansion of our business.
If additional funds are raised through the issuance of new equity or equity-linked securities of us other
than on a pro rata basis to existing Shareholders, the percentage of ownership of such Shareholders
in our Company may be reduced, and such new securities may confer rights and privileges that take
priority over those conferred by our Shares.

For the purpose of further expansions or new developments in our existing operations, our Group
may need to raise additional funds in the future by way of issue of new equity or equity-linked
securities of our Company to finance further expansion of our business, joint ventures or other
strategic partnerships and alliances. Such fund-raising exercises may not be conducted on a pro-rata
basis to existing Shareholders. As such the shareholding of the then-Shareholders may be reduced or
diluted, and such new securities may confer rights and privileges that take priority over those
conferred by our Shares.

Future sales of substantial amounts of our Shares in the [REDACTED] may adversely affect the
prevailing [REDACTED].

Except for [REDACTED], our Company has agreed with the [REDACTED] (for itself and on
behalf of the other [REDACTED]) not to issue any of our Shares or securities convertible into or
exchangeable for our Shares during the period beginning from the date of this document and
continuing through the date which is six months from the date on which dealings in our Shares
commence on the Stock Exchange, except with the prior written consent of the [REDACTED] (for
itself and on behalf of the other [REDACTED]). Further, our Shares held by our Controlling
Shareholders are subject to certain lock-up undertakings for periods commencing on the date of this
document and up to twelve months from the [REDACTED]. After these restrictions lapse, the
[REDACTED] may decline as a result of sales of substantial amounts of our Shares or other securities
relating to our Shares in the [REDACTED] market, the issuance of new Shares or other securities
relating to our Shares, or the perception that such sales or issuances may occur. This may also
materially and adversely affect our ability to raise capital in the future at a time and at a price we deem
appropriate.

Investors should not place undue reliance on facts, statistics and data contained in this document
with respect to the economies and our industry.

Certain facts, statistics and data in this document are derived from various sources including
various official government sources that we believe to be reliable and appropriate for such
information. However, we cannot guarantee the quality or reliability of such source materials. We
have no reason to believe that such information is false or misleading or that any fact has been omitted
that would render such information false or misleading. Whilst our Directors have taken reasonable
care in extracting and reproducing the information, they have not been prepared or independently
verified by us and the Relevant Persons. Therefore, none of them makes any representation as to the
accuracy or completeness of such facts, statistics and data. Due to possibly flawed or ineffective
collection methods or discrepancies between published information, market practice and other
problems, the statistics in this document may be inaccurate or may not be comparable to statistics
produced for other publications or purposes and you should not place undue reliance on them.
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Furthermore, we cannot assure you that they are stated or compiled on the same basis or with the same
degree of accuracy as similar statistics presented elsewhere. In all cases, investors should give
consideration as to how much weight or importance they should attach to, or place on, such

information or statistics.

You should read the entire document and we strongly caution you not to place any reliance on
any information contained in press articles or media regarding us or the [REDACTED].

There may be press and media coverage regarding us or the [REDACTED], which may include
certain events, financial information, financial projections and other information about us that do not
appear in this document. We have not authorised the disclosure of any other information not contained
in this document. We do not accept any responsibility for any such press or media coverage and we
make no representation as to the accuracy or completeness or reliability of any such information or
publication. To the extent that any such information appearing in publications other than this
document is inconsistent or conflicts with the information contained in this document, we disclaim
responsibility for them. Accordingly, we strongly caution prospective investors to not rely on any such
information. In making your decision as to whether to subscribe for and/or purchase our Shares, you

should rely only on the financial, operational and other information included in this document.
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In preparation for the [REDACTED], we have sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules.

MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, an issuer must have sufficient management presence
in Hong Kong. This normally means that at least two of its executive directors must be ordinarily

resident in Hong Kong.

We do not have sufficient management presence in Hong Kong for the purposes of satisfying the
requirements under Rule 8.12 of the Listing Rules. Our management, business operations and assets
are primarily based outside Hong Kong. The principal management headquarters and senior
management of our Group are primarily based in China. Our Directors consider that the appointment
of executive Directors who will be ordinarily resident in Hong Kong would not be beneficial to, or
appropriate for, our Group and therefore would not be in the best interests of our Company and our
Shareholders as a whole. Accordingly, we have applied to the Stock Exchange for, and [the Stock
Exchange has agreed to grant], a waiver from strict compliance with the requirements under Rule 8.12
of the Listing Rules. We will ensure that there is an effective channel of communication between us

and the Stock Exchange by way of the following arrangements:

(a) pursuant to Rule 3.05 of the Listing Rules, we have appointed and will continue to maintain two
authorised representatives, namely Mr. SU and Mr. NG Cheuk Ming, to be the principal
communication channel at all times between the Stock Exchange and our Company. Each of our
authorised representatives will be readily contactable by the Stock Exchange by telephone,
facsimile and/or e-mail to deal promptly with enquiries from the Stock Exchange. Both of our
authorised representatives are authorised to communicate on our behalf with the Stock

Exchange;

(b) we will implement a policy to provide the contact details of each Director (such as mobile phone
numbers, office phone numbers, residential phone numbers, email addresses and fax numbers)
to each of the authorised representatives, to their alternate representative and to the Stock
Exchange. This will ensure that each of the authorised representatives, the alternate
representative and the Stock Exchange will have the means to contact all our Directors
(including the independent non-executive Directors) promptly as and when required, including
means to communicate with our Directors when they are traveling;

(c) we will ensure that all our Directors who are not ordinarily resident in Hong Kong have valid
travel documents to visit Hong Kong and will be able to come to Hong Kong to meet with the

Stock Exchange within a reasonable period of time when required;
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(d) we have retained the services of the Compliance Adviser, in accordance with Rule 3A.19 of the
Listing Rules. The Sole Sponsor submits, on behalf of our Company, that the Compliance
Adviser will serve as an additional channel of communication with the Stock Exchange in
addition to the authorised representatives of our Company. The Compliance Adviser will provide
our Company with professional advice on ongoing compliance with the Listing Rules. We will
ensure that the Compliance Adviser has prompt access to our Company’s authorised
representatives and Directors who will provide to the Compliance Adviser such information and
assistance as the Compliance Adviser may need or may reasonably request in connection with
the performance of the Compliance Adviser’s duties. The Compliance Adviser will also provide
advice to our Company when consulted by our Company in compliance with Rule 3A.23 of the
Listing Rules; and

(e) meetings between the Stock Exchange and our Directors could be arranged through the
authorised representatives or the Compliance Adviser, or directly with our Directors within a
reasonable time frame. Our Company will inform the Stock Exchange as soon as practicable in
respect of any change in the authorised representatives and/or the Compliance Adviser in
accordance with the Listing Rules.

APPOINTMENT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, we must appoint a company secretary who,
by virtue of his/her academic or professional qualifications or relevant experience, is, in the opinion
of the Stock Exchange, capable of discharging the functions of the company secretary. Note 1 to Rule
3.28 of the Listing Rules further provides that the Stock Exchange considers the following academic
or professional qualifications to be acceptable:

(a) a member of The Hong Kong Institute of Chartered Secretaries;

(b) a solicitor or barrister as defined in the Legal Practitioners Ordinance (Chapter 159 of the Laws
of Hong Kong); and

(c) a certified public accountant as defined in the Professional Accountants Ordinance (Chapter 50
of the Laws of Hong Kong).

In assessing the “relevant experience”, the Stock Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles he/she played;

(b) familiarity with the Listing Rules and other relevant laws and regulations including the SFO, the
Companies Ordinance, the Companies (Winding Up and Miscellaneous Provisions) Ordinance
and the Takeovers Codes;

(c¢) relevant training taken and/or to be taken in addition to the minimum requirement under Rule
3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.
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Our Company has appointed Mr. ZHOU Fangchao (“Mr. ZHOU”), an executive Director, as a
joint company secretary with effect on 22 December 2020. Mr. ZHOU has joined our Group since
April 2014 and has extensive experience in the daily business operations and administration of our
Group. Since September 2018, Mr. ZHOU has acted as the secretary of the board of directors of Chesir
Pearl. Mr. ZHOU is capable of discharging his function as a company secretary of our Company.
However, Mr. ZHOU does not possess any of the qualifications under Rules 3.28 and 8.17 of the
Listing Rules and may not be able to fulfil the requirements of the Listing Rules. Therefore, our
Company has also appointed Mr. NG Cheuk Ming (“Mr. NG”), an associate member of both The Hong
Kong Institute of Chartered Secretaries and the Chartered Governance Institute (formerly known as
The Institute of Chartered Secretaries and Administrators) in the United Kingdom, to act jointly with
Mr. ZHOU as a joint company secretary of our Company for an initial period of three years from the
[REDACTED] to enable Mr. ZHOU to acquire the “relevant experience” under Note 2 to Rule 3.28
of the Listing Rules for the purpose of complying with the requirements under Rules 3.28 and 8.17
of the Listing Rules.

Accordingly, our Company has applied to the Stock Exchange for, and the Stock Exchange [has
granted], a waiver from strict compliance with the requirements under Rules 3.28 and 8.17 of the
Listing Rules on the basis of the following:

(a) The waiver is valid for an initial period of three years from the [REDACTED] and is granted on
condition that we engage Mr. NG to assist Mr. ZHOU in discharging his duties as a company
secretary and in obtaining the “relevant experience” as required under Rule 3.28 of the Listing
Rules. The waiver can be revoked if there are material breaches of the Listing Rules by our
Company.

(b) Our Company undertakes to re-apply to the Stock Exchange for a waiver from strict compliance
with the company secretary qualification requirements under Rules 3.28 and 8.17 of the Listing
Rules if Mr. NG ceases to meet the requirements under Rule 3.28 of the Listing Rules or
otherwise ceases to act as a joint company secretary of our Company.

(c) Mr. ZHOU will comply with the annual professional training requirement under Rule 3.29 of the
Listing Rules and will endeavour to attend relevant training courses, including introduction on
the latest changes to the relevant applicable Hong Kong laws and regulations and the Listing
Rules, that may be organised by our Hong Kong legal advisers on an invitation basis and
seminars organised by the Stock Exchange (or other recognised course providers in Hong Kong)
for [REDACTED] issuers from time to time.

(d) Before the expiration of the initial period of three years, the qualifications and experience of Mr.
ZHOU will be re-assessed by the Stock Exchange for the purpose of determining whether the
requirements under Rules 3.28 and 8.17 of the Listing Rules can be satisfied and whether the
need for the ongoing assistance of Mr. NG will be required. We will liaise with the Stock
Exchange to enable the Stock Exchange to assess whether Mr. ZHOU, having benefited from the
assistance of Mr. NG for the preceding three years, has acquired the skills and the knowledge
necessary to carry out the duties of company secretary and the relevant experience within the
meaning of Note 2 to Rule 3.28 of the Listing Rules.

See the section headed “Directors, Senior Management and Employees” in this document for
further information on Mr. ZHOU and Mr. NG’s qualifications and experience.
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS

Name Residential address Nationality
Executive Directors

Mr. SU Ertian (J5/KH 484 Room 201, Unit 2, 7 Building Chinese

(Chairman and Chief Executive

Officer)

Mr. ZHENG Shizhan
Ot SeA)

Mr. JIN Zengqin
(4 B o)

Mr. ZHOU Fangchao
(75 e k)

Non-executive Directors

Mr. QIN Min (Z#HE)

No. 28 Beique Road

Liubei District

Liuzhou City

Guangxi Zhuang Autonomous Region
PRC

No. 22, Nanqiao Alley Chinese
Huangsheyue Second Village

Mayu Town

Ruian City

Zhejiang Province

PRC

Room 1303, Unit 2, District 1 Chinese
No. 1 Wenzhou Street

Liunan District

Liuzhou City

Guangxi Zhuang Autonomous Region

PRC

Collective households Chinese
No. 18 Hexi Road

Liunan District

Liuzhou City

Guangxi Zhuang Autonomous Region

PRC

Room 201, Unit 2, Building 5 Chinese
No. 48-2 Botanical Road

Qingxiu District

Nanning City

Guangxi Zhuang Autonomous Region

PRC
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Name Residential address Nationality

Mr. HU Yongxiang (#7K#5E4) Room 101, Unit 3, Building 5 Chinese
Jialu Garden
Zijin Garden
Xihu District
Hangzhou City
Zhejiang Province

PRC
Independent non-executive Directors
Mr. MAK Hing Keung, Thomas Room D2, 11/F Canadian
(B S k) Block D, Kingsford Garden

202 Tin Hau Temple Road
North Point

Hong Kong
Professor HAN Gaorong Room 801, Unit 1 Chinese
(i R R AR Building 12, Meilin Spring

Shanshui Renjia
Xihu District
Hangzhou City
Zhejiang Province

PRC
Mr. LEUNG Kwai Wah Alex Flat 6C, Block 1 Chinese
CRE#ES ) Woodland Crest

33 Tin Ping Road
Sheung Shui
New Territories
Hong Kong

See the section headed “Directors, Senior Management and Employees” in this document for

further information on our Directors.
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PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor Essence Corporate Finance (Hong Kong) Limited

39th Floor

One Exchange Square

Central

Hong Kong
Licensed corporation under the SFO to engage in
type 1 (dealing in securities) and type 6 (advising on
corporate finance) regulated activities (as defined in
the SFO)

[REDACTED]

Legal advisers to our Company As to Hong Kong law:
Squire Patton Boggs
29th Floor
Edinburgh Tower
The Landmark
15 Queen’s Road Central
Hong Kong

As to PRC law:

AllBright Law Offices Fuzhou Office
37th Floor, International Financial Center
No.l Wanglong 2nd Avenue

Taijiang District

Fuzhou 350005

PRC

As to Cayman Islands law and BVI law:
Conyers Dill & Pearman

29th Floor

One Exchange Square

8 Connaught Place

Central, Hong Kong

As to French law:

Squire Patton Boggs (UK) LLP
7, rue du Général Foy

75008 Paris

France
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Legal advisers to the Sole Sponsor
and the [REDACTED]

Reporting Accountants and Auditors

Industry consultant

Property valuer

Compliance Adviser

As to international sanctions law:
Squire Patton Boggs (US) LLP
2550 M Street, NW

Washington, D.C. 20037

United States

As to Hong Kong law:
Deacons

5th Floor, Alexandra House
18 Chater Road Central
Hong Kong

As to PRC law:

Tian Yuan Law Firm

10th Floor, CPIC Plaza

No. 28 Fengsheng LaneXicheng
District Beijing 100032

PRC

RSM Hong Kong

Certified Public Accountants
29th Floor, Lee Garden Two
28 Yun Ping Road

Hong Kong

Frost & Sullivan (Beijing) Inc.,
Shanghai Branch Co.

Room 1018, Tower B
Greenland Hui Center

No. 500 Yunjin Road

Xuhui District 200232
Shanghai

PRC

Jones Lang LaSalle Corporate Appraisal and
Advisory Limited

7th Floor, One Taikoo Place

979 King’s Road

Hong Kong

Essence Corporate Finance (Hong Kong) Limited
39th Floor

One Exchange Square

Central

Hong Kong

[REDACTED]
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CORPORATE INFORMATION

Registered office in the Cayman Cricket Square
Islands Hutchins Drive
PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

Principal place of business in Hong Level 54, Hopewell Centre
Kong 183 Queen’s Road East
Hong Kong
Principal place of business in China Pearlescent Industrial Park

No. 380, Feilu Road

Luzhai Town

Luzhai County

Liuzhou City

Guangxi Zhuang Autonomous Region
PRC

Company’s website www.chesir.net
(information contained in this website does not form

part of this document)

Joint company secretaries Mr. ZHOU Fangchao (Ji 778 5c4:)
Collective households
No. 18 Hexi Road
Liunan District
Liuzhou City
Guangxi Zhuang Autonomous Region
PRC

Mr. NG Cheuk Ming (% #H B 5E4) Aca, acs
Level 54, Hopewell Centre
183 Queen’s Road East

Hong Kong
Authorised representatives under Mr. SU Ertian (JR/KH5EA)
the Listing Rules Mr. NG Cheuk Ming (5% & 8554
Authorised representatives Ms. HO Wing Tsz Wendy (fiTWk %% 1)
under the Companies Ordinance Mr. NG Cheuk Ming (5% & 8554
Audit Committee Mr. MAK Hing Keung, Thomas (Z£BL3E 5E2E)
(Chairman)

Professor HAN Gaorong (s #d%)
Mr. LEUNG Kwai Wah Alex (4 #J5/E)

Remuneration Committee Mr. LEUNG Kwai Wah Alex (R EIELA) (Chairman)
Professor HAN Gaorong (#fifm o #4%)
Mr. ZHOU Fangchao (J& 75 ¥ 5c4)
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CORPORATE INFORMATION

Nomination Committee Mr. SU Ertian (#/KH5E4) (Chairman)
Professor HAN Gaorong (#fifmi o8 #4%)
Mr. MAK Hing Keung, Thomas (B k)

[REDACTED]

Principal banks In Hong Kong:
Citibank (Hong Kong) Limited
Citi Tower, One Bay East
83 Hoi Bun Road
Kwun Tong, Kowloon
Hong Kong

In the PRC:

Bank of Liuzhou Co., Ltd.

12 Dongdi Road

Liuzhou City

Guangxi Zhuang Autonomous Region

Liuzhou Urban Rural Credit Cooperative Union
Jianpanshan Mansion

341 Pingshan Avenue

Liuzhou City

Guangxi Zhuang Autonomous Region
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APPLICABLE LAWS AND REGULATIONS

The following is a brief summary of the laws and regulations in the PRC that currently
materially affect our business. The principal objective of this summary is to provide
[REDACTED] with an overview of the key laws and regulations applicable to us. This
summary does not purport to be a comprehensive description of all the laws and regulations
applicable to our business and operations which may be important to [REDACTED].
Investors should note that the following summary is based on laws and regulations in force

as of the date of this document, which may be subject to change.

LAWS AND REGULATIONS RELATED TO PRODUCTION SAFETY
Work safety law of the PRC

Pursuant to the Work Safety Law of the PRC ({13 A\ R LAY 42 &4 # #%) ) promulgated on
29 June 2002 and amended on 27 August 2009 and 31 August 2014, any containers of hazardous
substances, means of conveyance as well as special equipment concerning life safety or with
significant dangers used by any enterprises, shall, according to the relevant provisions of the state,
be manufactured by specialised manufacturing enterprises, and may only be utilised after they have
passed the examinations and tests of institutions which have relevant professional qualifications and
been awarded a certificate for safe use or a mark of safety. In addition, the production, operation,
transportation, storage and use of any hazardous substances or the disposal of abandoned hazardous
substances shall, according to the provisions of the relevant laws and regulations, national standards
and industrial standards, be subject to the approval as well as the supervision and administration of

relevant administrative departments.

The major person-in-charge of an enterprise shall undertake the overall responsibility for the
safety in production. Enterprises shall provide education and training to employees on safety in
production. They shall also provide employees with articles of labour protection which meet the
national or industrial standards, and supervise and guide employees to use of these articles according

to instructions.
Production safety licence

Pursuant to the Regulations on Production Safety Licences (% 44 7 #F Al &6 /% f91 ) ) which was
promulgated on 13 January 2004, subsequently amended on 18 July 2013 and 29 July 2014,
respectively, and last amended on 29 July 2014, and Measures for Implementation of the System of
Production Safety Licences of Hazardous Chemicals Production Enterprises ({f&Bgfb £ 54 i 4> 2%
YA B ] §E B i E74 ) ) promulgated on 5 August 2011 and last amended on 6 March 2017, the
PRC central government has implemented a licensing system for production safety of mining
enterprises, construction companies and enterprises producing hazardous chemical products,
fireworks and civil explosive materials. No enterprise producing hazardous chemical products may
engage in production activities without holding a production safety licence. While the regulatory
authorities for production safety of the State Council is responsible for the issuance and
administration of production safety licences for hazardous chemical production enterprises
(headquarters) under the administration of the central government or directly held by the central
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government, the regulatory authorities for production safety of the people’s governments of
provinces, autonomous regions and municipalities directly under the central government of the PRC
will be responsible for the issuance and administration of production safety licences for other
hazardous chemical production enterprises.

The period of validity of a production safety licence shall be three years. Where any enterprise
needs to extend the period of validity of its production safety licence, the enterprise shall apply for
extension three months prior to the expiration date.

Use of hazardous chemicals

Pursuant to the Regulations on the Safety Administration of Hazardous Chemicals ({f& it
b & A P B ) ) promulgated on 26 January 2002 and subsequently amended on 2 March 2011 and
7 December 2013,an entity using hazardous chemicals shall comply with the provisions of laws and
administrative regulations and the requirements of national standards and industrial standards in terms
of use conditions (including techniques), and shall, in accordance with the types and hazard
characteristics of the used hazardous chemicals as well as the amount and mode of use, establish and
perfect the safety administration regulations and safety operating rules for the use of hazardous
chemicals so as to guarantee the safe use of hazardous chemicals. A chemical enterprise that uses
hazardous chemicals to conduct production and of which the use amount reaches the stipulated amount
shall obtain a safety use permit of hazardous chemicals. Pursuant to the Quantity Standards for the
Use of Hazardous Chemicals(2013), the catalogue of 75 kinds of hazardous chemicals that requires
safety use permits was determined and promulgated by the work safety supervision and administration
department under the State Council jointly with the administrative departments of public security and
agriculture of the State Council. And an entity whose use amount of TiCl, reached 2,700 tons per year
shall obtain a safety use permit of hazardous chemicals. Pursuant to the Catalogue of Industries
Applicable to Safe Use of Dangerous Chemicals (2013) ({f&Rrfb & &% 2 ) 57 v] 88 1736 H B
(20134Fh))), the industries that shall obtain a safety use permit of hazardous chemicals include 5
categories, 11 medium categories and 25 subcategories.

Pursuant to Administrative Measures on Operating Licence for Hazardous Chemicals ({f& 1k
B B8 n] B R ) ), promulgated on 17 July 2012 and amended on 27 May 2015, enterprises
that engage in operating (including storage) hazardous chemicals which are listed in the Catalogue of
Hazardous Chemicals ({fEF#{LEd H $%)) shall obtain operating licence.

As advised by our PRC Legal Advisers, TiCl, is the Hazardous Chemical we mainly use in the
production process and is also listed in the Quantity Standards for the Use of Hazardous
Chemicals(2013)(<f& Bt £ 5 (5 ] & ) B AR ¥ (20134F i) ) ). A chemical enterprise that uses TiCl,
to conduct production and of which the use amount reaches the stipulated amount shall obtain a safety
use permit of hazardous chemicals. According to the safety production standardisation certificate
issued by Liuzhou City Emergency Management Bureau on 15 October 2020, Chesir Pearl is a light
industry corporation rather than a chemical enterprise, Chesir Pearl does not need to apply for the
safety use permit or operating licence for hazardous chemicals. Although we are involved in the use
and storage of the TiCl, in the production process, we are not a manufacturer of hazardous chemicals
listed in 25 subcategory that need to obtain a safety use permit for hazardous chemicals. In addition,
according to the certificate issued by the Luzhai Emergency Management Bureau on 26 January 2021,
our use and storage of hazardous chemicals meet the requirements of laws and administrative
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regulations and national standards and industry standards. We are not the hazardous chemical
enterprise that needs to obtain the safety use permits or operation permits for hazardous chemicals.
According to the certificate issued by Liuzhou City Emergency Management Bureau on 29 March
2021, Chesir Pearl does not belong to the chemical enterprises that need to apply for the safety use
permit or operating licence for hazardous chemicals. As advised by our PRC Legal Advisers, the
Luzhai Emergency Management Bureau and Liuzhou City Emergency Management Bureau are the
competent authority of the Chinese government who has the right to issue the certificate.

LAWS AND REGULATIONS RELATED TO PRODUCT QUALITY
Product quality law of the PRC

The Product Quality Law of the PRC ({H % A\ R L1 7 5 B #7%4 ) ), which was promulgated
by the SCNPC on 22 February 1993 and amended on 8 July 2000, 27 August 2009 and 29 December
2018, applies to all production and marketing activities within the territory of the PRC. Producers and
sellers are responsible for the product quality according to the provisions of this law.

Responsibilities and obligations of producers for the products include: (i) being responsible for
the quality of the products produced; (ii) marks on the products or on the packages thereof shall be
true to the fact; (iii) not to produce products expressly phased out by state laws or decrees; (iv) not
to forge the place of origin, or forge or illegally use the name and address of another producer; (v)
not to forge or illegally use product quality marks, such as authentication marks; (vi) not to mix
impurities or imitations into the products, or substitute a fake product for a genuine one, a defective
product for a high-quality one, or pass off a substandard product as a qualified one in the production;
and (vii) to ensure that, for products that are fragile, inflammable, explosive, toxic, corrosive or
radioactive, products that should be kept upright during storage and transportation, or other products
with special requirements, the packaging thereof must meet the corresponding requirements, and carry
warning marks or warning notes to highlight the way of handling that calls for attention.

A producer in breach of the above responsibilities and obligations shall be liable for civil
compensation. The authorities shall order the suspension of production, confiscate the products
illegally produced, impose a fine and confiscate the unlawful proceeds (if any) therefrom. Where the
case is serious, business licences shall be revoked. Where a criminal offence is constituted, the
offenders will be pursued for criminal liabilities.

REGULATION RELATING TO COMPANY ESTABLISHMENT AND FOREIGN INVESTMENT

The establishment, operation and management of corporate entities in the PRC are governed by
the Company Law of the PRC ( (1% AN RILFEH > F] %)) (the “PRC Company Law”), which was
promulgated on 29 December 1993, came into effect on 1 July 1994 and was subsequently amended
on 25 December 1999, 28 August 2004, 27 October 2005, 28 December 2013 and 26 October 2018.
Foreign investor in the PRC corporate entities are also regulated by the Foreign Investment Law of
the People’s Republic of China ({1 % A RILFE S p &1L )) (the “Foreign Investment Law”),
which was promulgated by the National People’s Congress On March 15, 2019, and came into effect
on January 1, 2020 and provided that foreign investor refers to foreign natural persons, enterprises or
other organisations who directly or indirectly carry out foreign investment activities in China (the
“Foreign Investors”), including the following: (1) Foreign Investors establishing foreign-invested
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enterprises in China alone or collectively with other investors; (2) Foreign Investors acquiring shares,
equities, properties or other similar rights of Chinese domestic enterprises; (3) Foreign Investors
investing in new projects in China alone or collectively with other investors; and (4) Foreign Investors
investing through other ways prescribed by laws and regulations or the State Council. The State
adopts the management system of pre-establishment national treatment and negative list for foreign
investment. The pre-entry national treatment means the treatment given to Foreign Investors and their
investments at the stage of investment access is not lower than that of domestic investors and their
investments. The negative list management system means that the state implements special
administrative measures for access of foreign investment in specific fields. Foreign investors shall not
invest in any forbidden fields stipulated in the negative list and shall mean the conditions stipulated
in the negative list before investing in any restricted fields. The negative list is released upon approval
of the State Council.

The Implementation Regulations for the Foreign Investment Law of the PRC ({3 A R 3L
SR BCE TR B R A9]) ) was adopted at the 74th executive meeting of the State Council on December
12, 2019 and came into effect on January 1, 2020. The purpose of the Implementation Regulations for
the Foreign Investment Law of the PRC is to encourage and promote foreign investment, protect the
legitimate rights and interests of investors, regulate the administration of foreign investment, and
continuously optimise the foreign investment environment. For those sino-foreign joint venture in the
PRC established prior to the implementation of the Foreign Investment Law, they can retain their
organisational forms and organisational structures within the transitional period of 5 years under the
Foreign Investment Law.

Investment in the PRC conducted by foreign investors and foreign-owned enterprises shall
comply with the Guidance Catalogue of Industries for Foreign Investment ({FIi#% & 7 454 H
#%)) (the “Catalogue”), which was jointly issued by the National Development and Reform
Commission (B KB AN EZ 5 &) and the MOFCOM in 1995, and amended in 1997, 2002, 2004,
2007, 2011, 2015, 2017 and 2019. The current effective Catalogue was issued on 30 June 2019, and
came into force on 30 July 2019. The Catalogue contains specific provisions guiding market access
of foreign capital, stipulating in detail the areas of entry pertaining to the categories of encouraged
foreign-invested industries.

Under the PRC Company Law, PRC companies are classified into limited liability companies and
joint stock limited companies. A joint stock limited company shall meet the following conditions: (1)
the promoters meet the quorum; (2) the total amount of share capital subscribed or the total amount
of paid-up share capital raised by all promoters is in compliance with the articles of association; (3)
the issuance and organization of shares are in compliance with the laws; (4) the promoters shall
formulate the articles of association and adopt the same at the inaugural meeting; (5) have the
company name and establish an organization that meets the requirements of a joint stock limited
company; (6) have the domicile of the company. A joint stock limited company may be incorporated
by a minimum of two but not more than 200 promoters, and at least half of the promoters must have
residence within the PRC.

After the implementation of the Foreign Investment Law since January 1 2020, newly
established foreign-invested enterprises, whether within the scope of the “negative list”, are not
required to report to the MOFCOM for approval at the time of establishment, but are directly
registered by the market regulatory authorities in accordance with the entry requirements. The
applicant should sign a letter of undertaking as required when making the application.
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The Special Administrative Measures (Negative List) for the Access of Foreign Investment
(2020) (<A 5 A HF B HRLHS e (B T BE) ) (20204F f)) (the “Negative List”) was approved by
the Communist Party of China Central Committee and the State Council and was issued jointly by the
National Development and Reform Commission and the Ministry of Commerce of the PRC
(“MOFCOM”) on 23 June 2020, and came into effect on 23 July 2020. The Negative List specifies
prohibitions or restrictions on foreign investment in some industries. According to the Negative List,
the Special Administrative Measures for the Access of Foreign Investment (Negative List)(2019) {4}

PR AR A B (SR R A ME A BT TS BE) (20194F-fR) ) ) is repealed and replaced by it.

Our PRC operating entities are currently engaging in manufacturing and selling of industrial
chemical products which does not belong to the restricted or prohibited foreign-invested industries
enumerated in the Negative List.

The M&A Rules were jointly promulgated by the MOFCOM, the State-Owned Assets
Supervision and Administration Commission of the State Council, the SAT, the SAIC, the CSRC, and
the SAFE on August 8, 2006 and was amended by MOFCOM on June 22, 2009. The M&A Rules
provides that a foreign investor is required to obtain necessary approvals when it: (1) acquires equity
interests in a domestic enterprise or subscribes to additional shares of a domestic enterprise; (2)
purchases the assets of a domestic enterprise through establishment of a foreign-invested enterprise;
or (3) establishes a foreign-invested enterprise through which it purchases the assets of a domestic
enterprise and operates these assets. In particular, any PRC company, enterprise or individual is
required to obtain approval from the MOFCOM and comply with applicable laws and regulations if
it establishes an offshore company and attempts to acquire a domestic enterprise related to such
offshore company.

Regulations on Protection of Domestic Shareholders’ Rights

Shareholders of a joint stock limited company have the right to inspect the articles of
association, share register, counterfoil of company debentures, minutes of shareholders’ general
meetings, resolutions of meetings of the board of directors, resolutions of meetings of the board of
supervisors and financial and accounting reports and to make proposals or enquiries in respect of the
company’s operations.

The general meetings of a joint stock limited company consist of all shareholders. The
shareholders’ general meeting is the organ of authority of the Company and shall exercise its functions
and powers in accordance with law. Shareholders’ general meetings shall be convened by the board
of directors, and presided over by the chairman of the board of directors. In the event that the
chairman is incapable of performing or not performing his duties, the meeting shall be presided over
by the vice chairman. In the event that the vice chairman is incapable of performing or not performing
his duties, a director nominated by more than half of directors shall preside over the meeting. Where
the board of directors is incapable of performing or not performing its duties of convening the
shareholders’ general meeting, the board of supervisors shall convene and preside over such meeting
in a timely manner; where the board of supervisors fails to convene and preside over such meeting,
shareholders alone or in aggregate holding more than 10% of the company’s shares for 90 days
consecutively may unilaterally convene and preside over such meeting. Shareholders present at the
shareholders’ general meeting have one vote for each share they hold. However, shares of the
Company held by the Company do not carry voting rights. Resolutions of the shareholders’ general
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meeting must be adopted by more than half of the voting rights held by the shareholders present at
the meeting. However, resolutions of the shareholders’ general meeting regarding any amendment to
the articles of association, increase or reduction of registered capital, and merger, division,
dissolution or change of corporate form of the company must be adopted by more than two-thirds of

the voting rights held by the shareholders present at the meeting.

Notice of the shareholders’ general meeting shall state the time and venue of and matters to be
considered at the meeting and shall be given to all shareholders 20 days before the meeting. Notice
of an extraordinary general meeting shall be given to all shareholders 15 days before the meeting; and
announcement of the time and venue of and matters to be considered at the meeting shall be made 30
days before the meeting. Shareholders individually or jointly holding more than 3% of the company’s
shares may submit ad hoc proposals in writing to the Board of Directors 10 days before the general
meeting is convened. The Board of Directors shall notify other shareholders within two days after
receipt of such proposals and submit such ad hoc proposals to the general meeting for consideration.
The contents of an interim proposal shall fall within the scope of authority of the general meeting and
shall have a clear subject and specific matters to be resolved. The general meeting shall not resolve
on matters not specified in the preceding two notices. Holders of bearer shares who attend a
shareholders’ general meeting shall deposit their share certificates with the Company five days before

the meeting is held and until the conclusion of the shareholders’ general meeting.

Where a shareholder requests to inspect or copy certain documents of the company in accordance

with the PRC Company Law or the articles of association, the people’s court shall accept such request.
REGULATION IN RELATION TO INTELLECTUAL PROPERTY RIGHTS

In terms of international conventions, China has entered into (including but not limited to) the
Agreement on Trade-Related Aspects of Intellectual Property Rights (<EiL' 5 A B %) %05k = FE s
7E)), the Paris Convention for the Protection of Industrial Property ({fri# T3EmE R E/A4)), the
Madrid Agreement Concerning the International Registration of Marks ( €52 B [ 5 i 5 78 5L 17 2 )
and the Patent Cooperation Treaty ({EF|EGA1EWE)).
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Patents

Pursuant to the Patent Law of the PRC (¥ ANRILHMBIEF|IL)), or the Patent Law,
promulgated by the SCNPC on March 12, 1984, amended on September 4, 1992, August 25, 2000 and
December 27, 2008 and effective from October 1, 2009 and the Implementation Rules of the Patent
Law of the PRC ({3 A\ [0 [E B AL B 4 I ) ), promulgated by the State Council on June 15,
2001 and amended on December 28, 2002 and January 9, 2010, respectively, patents in China fall into
three categories: invention patents, utility model patents and design patents. The term of patent
protection starts from the date of application and lasts 20 years for invention patents and 10 years for
utility model patents and design patents. Any individual or entity that utilises a patent or conducts any
other activity that infringes a patent without the patent holder’s authorisation shall pay compensation
to the patent holder and be subject to a fine imposed by regulatory authorities and, if such behaviour
constitutes a crime, shall be held criminally liable in accordance with applicable laws. According to
the Patent Law of the PRC, any organisation or individual that applies for a patent in a foreign country
for an invention or utility model patent established in China is required to report to the SIPO for
confidentiality examination.

Trade secrets

Pursuant to the PRC Anti-Unfair Competition Law ({H e A R ILRN B A IE 5 5 15 ))
promulgated by the SCNPC in September 1993, as amended in November 4, 2017 and April 23, 2019
respectively, the term “trade secrets” refers to technical and business information that is unknown to
the public, has utility, may create business interests or profits for its legal owners or holders, and is
maintained as a secret by its legal owners or holders. Under the PRC Anti-Unfair Competition Law,
business persons are prohibited from infringing others’ trade secrets by: (1) obtaining trade secrets
from the legal owners or holders by any unfair methods, such as theft, bribery, fraud, coercion,
electronic intrusion, or any other illicit means; (2) disclosing, using or permitting others to use the
trade secrets obtained illegally under item (1) above; or (3) disclosing, using or permitting others to
use the trade secrets, in violation of any contractual agreements or any requirements of the legal
owners or holders to keep such trade secrets in confidence. If a third party knows or should have
known of the above-mentioned illegal conduct but nevertheless obtains, uses or discloses trade secrets
of others, the third party may be deemed to have committed a misappropriation of the others’ trade
secrets. The parties whose trade secrets are being misappropriated may petition for administrative
corrections, and regulatory authorities may stop any illegal activities and impose fines on the
infringing parties.

Trademarks

In accordance with the Trademark Law of the PRC ({1 ¥ AR ILAIE B2 )), which was
promulgated by the SCNPC on August 23, 1982, amended on February 22, 1993, October 27, 2001,
August 30, 2013 and April 23, 2019 and came into effect on November 1, 2019, a registered trademark
is valid for a period of 10 years commencing from the date on which the registration is approved.
Upon expiration of the trademark, the registrant shall apply for renewal within twelve months prior
to the expiration date if it intends to maintain exclusive use of the trademark. If the registrant fails
to apply for renewal, a grace period of six months may be granted. Each renewal of registration is
valid for a period of 10 years commencing from the next day of the expiration date of the last valid
period of the trademark. In the absence of a renewal upon the expiration of a trademark registration,
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the registered trademark shall be cancelled. Industrial and commercial administrative authorities have
the authority to investigate any behaviour that may constitute an infringement of the exclusive right
under a registered trademark. Any person who infringes the law shall be promptly referred to the
judicial authorities for handling according to the law.

Domain names

Domain names are protected under the Administrative Measures on the Internet Domain Names
( CEBAIE 4 S L)), which was promulgated by the Ministry of Industry and Information
Technology, or the MIIT, on August 24, 2017 and came into effect on November 1, 2017, and the
Implementing Rules of China Internet Network Information Center on the Registration of Domain
Names (€ B B 48 4515 S A0 3k 4 51 M B 40 I ) ) issued by China Internet Network Information
Center on May 28, 2012 and came into effect on May 29, 2012. Domain names in the internet of the
PRC are mainly administered by the MIIT. Domain name registrations are handled through domain
name service agencies established under the relevant regulations, and the applicant becomes domain
name holder upon successful registration.

OTHER LAWS
Environmental protection

In accordance with the Environmental Protection Law of the PRC (" 3 A & 3L 71 B0 ER 5% R s 1)
promulgated on 26 December 1989 and last amended on 24 April 2014 by the SCNPC, the Law on the
Prevention and Control of Water Pollution (H713# A R EFNE /K5 J B i) promulgated on 11 May
1984 and last amended on 27 June 2017 by the SCNPC, the Law on the Prevention and Control of Air
Pollution (H#E A 31 B K 5075 44 B iR %) promulgated on 5 September 1987 and last amended on
26 October 2018 by the SCNPC, the Law on the Prevention and Control of Solid Waste Pollution (+
e N\ B S [ ] 85 4 5 YL BR BE B 75 1%) promulgated on 30 October 1995 and last amended on 29
April 2020 by the SCNPC, and the Law on the Prevention and Control of Environmental Noise
Pollution (32 A\ [ A0 B B 15 22 35 YL 575 7% ) promulgated by the SCNPC on 29 October 1996 and
amended on 29 December 2018, the construction of any project that causes pollution shall adopt
measures to prevent and control pollution and damage to environment caused by waste gas, waste
water, waste residue, medical wastes, dust, malodorous gases, radioactive substances, noise,
vibration, optical radiation, electromagnetic radiation, and other substances generated during
construction. Different penalties may be imposed for violation of above laws depending on individual
circumstances and the extent of contamination. Such penalties may include warnings, fines, orders to
stop production or close down, specifically, non-compliance with the Law on the Prevention and
Control of Air Pollution ('3 A R B] K 505 YL Wi i ¥5) by a company could cause the company be
liable to a fine of RMB100,000 to RMB1,000,000 upon conviction, non-compliance with the Law on
the Prevention and Control of Environmental Noise Pollution (9% A F 3 A B BR 45 W i v YL B IR 15)
by a company could result in a fine for both the company and the person-in-charge, non-compliance
with the Law on the Prevention and Control of Water Pollution (9 % A & ILAIE /K75 YL B it 15) by a
company could cause the company be subject to a fine of RMB20,000 to RMB200,000 upon
conviction, and non-compliance with the Law on the Prevention and Control of Solid Waste Pollution
(R N R S R R ] B S Y IR B B TR 75) by a company may result in a fine of RMB50,000 to
RMB 1,000,000 upon conviction.
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Pursuant to the Environmental Impact Assessment Law of the PRC (9 3 A [ 1 B0 Bz 15 5 28 5T
f&7%) promulgated by the SCNPC on 28 October 2002 and last amended on 29 December 2018, the
Administrative Regulations on Environmental Protection for Development Projects (& #%JH H IR &
I fl) promulgated by the State Council on 29 November 1998 and last amended on 16 July
2017, Category-based Management Directory on the Environmental Impact Assessment for
Construction Projects (EE#MH H IR B RHH > BB M A 8%) promulgated by the Ministry of
Environmental Protection on 2 September 2008 and last amended on 30 November 2020, depending
on the impact of the project on the environment, either an environmental impact study report, an
environmental impact analysis table or an environmental impact registration form shall be submitted
by a property developer before the relevant authorities granting approval for the commencement of
construction projects. The project construction shall not proceed in case its environmental impact
assessment documents fail to pass the review of the competent authority in accordance with the laws

and regulations or which are disapproved after review.

Pursuant to the Environmental Protection Tax Law of the PRC (H#E A R 3L A0 B BR 3% AR B 15
issued by the SCNPC on 26 October, 2018 and became effective on the same date, enterprises, entities
and other production operators that discharge taxable pollutants directly to the environment within the
territorial areas of the PRC and other sea areas under the jurisdiction of the PRC are the taxpayers
of the environmental protection tax and should pay environmental protection tax based on the
requirements of the law. Pursuant to Article 62 of the Law of Administration of Tax Collection of the
PRC, where, within the prescribed time limit, a taxpayer fails to go through the formalities for tax
declaration and submit information on tax payment or a withholding agent fails to submit to the tax
authorities statements on taxes withheld and remitted or collected and remitted and other relevant
information, he or she shall be ordered by the tax authorities to rectify within a time limit and may
be liable for a fine not more than RMB2,000; and if the circumstances are deemed serious, he or she
may be liable for a fine not less than RMB2,000 but not more than RMB10,000.

The Chinese government’s environmental protection regulatory requirements and administrative
penalties for violations of the law during the construction process and the entire production process
are becoming stricter. Administrative penalties and administrative compulsions imposed by
Environmental protection departments at all levels on construction units, environmental assessment
units and their related staff are required to be included in the national or regional credit information
sharing platform. Each department implements a cross-departmental joint disciplinary mechanism, to
restricts or prohibits market access, administrative licensing, or financing behaviours on relevant
entities, legal representatives, and related responsible personnel that are seriously untrustworthy in
accordance with laws and regulations, and stops enforcing their enjoyment of environmental

protection, finance, and taxation.

We strictly complied with the applicable environmental laws and regulations in the construction
of our factory. According to the certificate issued by the ecological and Environmental Bureau of the
local government, since the establishment of the company, there has been no environmental pollution
accident, no violation of relevant national and local laws and regulations on environmental protection,

and no administrative punishment by the environmental management department.
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Foreign exchange control

Pursuant to the Foreign Exchange Administration Regulations of the PRC ("% A\ R A5 4
[ 45 P51 ) ), promulgated on January 29, 1996 and amended on January 14, 1997 and August 5,
2008, and the Regulation on the Administration of the Foreign Exchange Settlement, Sales and
Payment ((&5EE ~ & HE X ATHERE AL E D), or the Settlement Regulations, promulgated by the
People’s Bank of China on June 20, 1996 and came into effect on July 1, 1996, foreign exchanges
required for profit distributions and dividend payments may be purchased from designated foreign
exchange banks in the PRC upon presentation of a board resolution authorising distribution of profits
or payment of dividends.

According to the Notice of SAFE on Further Improving and Adjusting Foreign Exchange
Administration Policies on Direct Investment ([B 5~ & B Jay B % 4 — 20 MO8 A 30 8 B B 8 & 4
[fE 45 PRI 5 A 48 1) ) and its appendix, the Operating Rules for Foreign Exchange Issues with Regard
to Direct Investment under Capital Account (CEANIH H B #:48 E A E B 1R AEHIFL) ), promulgated
on November 19, 2012 and amended on May 4, 2015 by the State Administration of Exchange Control,
or the SAFE, (1) the opening of and payment into foreign exchange accounts under direct investment
accounts are no longer subject to approval by the SAFE; (2) reinvestment with legal income of foreign
investors in China is no longer subject to approval by SAFE; (3) the procedures for capital verification
and confirmation that foreign-funded enterprises need to go through are simplified; (4) purchase and
external payment of foreign exchange under direct investment accounts are no longer subject to
approval by SAFE; (5) domestic transfer of foreign exchange under direct investment account is no
longer subject to approval by SAFE; and (6) the administration over the conversion of foreign
exchange capital of foreign-invested enterprises is improved.

Pursuant to the Circular on Further Simplifying and Improving the Direct Investment-related
Foreign Exchange Administration Policies (B I #E— 5 fifi b Al oot B 12 45 & A1 e 45 3 1B 5K 1) 40
F1)), which was promulgated on February 13, 2015 and became effective on June 1, 2015, the foreign
exchange registration under foreign direct investment is directly reviewed and handled by banks in
place of SAFE, and the SAFE and its branches shall perform indirect regulation over the foreign
exchange registration under foreign direct investment via banks.

The Provisions on the Administration of Foreign Exchange in Domestic Direct Investments by
Foreign Investors ({HMEIHEH 5N H R EIMEE HHIE)), or the FDI Provisions, which were
promulgated by the SAFE on May 11, 2013 and became effective on May 13, 2013, and last amended
on October 10, 2018, regulate and clarify the administration over foreign exchange administration in
domestic direct investments by foreign investors.

Pursuant to the Circular on the Reform of the Management Method for the Settlement of Foreign
Exchange Capital of Foreign-invested Enterprises ({[2 %<4 1 J5) BE > B0 A1 v 4% 6 A 2E A1 &
A4 & EAE )7 U948 A1) ) promulgated by the SAFE on March 30, 2015 and became effective on
June 1, 2015, and the Circular on the Reform and Standardization of the Management Policy of the
Settlement of Capital Projects (<[2 %41 e 5 2 Jay B 7 ol S5 A AR 66 5 A JE ) 45 ME 45 B IBOR Y 4 41D )
promulgated by the SAFE on June 9, 2016, the settlement of foreign exchange by foreign invested
enterprises shall be governed by the policy of foreign exchange settlement on a discretionary basis.
However, the settlement of foreign exchange shall only be used for its own operation purposes within
the business scope of the foreign invested enterprises in accordance with the principle of authenticity.
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Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas
Investment, Financing and Round-trip Investments Conducted by Domestic Residents through Special
Purpose Vehicles (<B4 IR BT A J& B 8 F7 0k H 19 A 7l 55 AN Al & SOR PR P S AMEAS B A
B T A% A1) ) (“Circular 377), a PRC resident shall register with the local SAFE branch before he
or she directly established oversea or indirectly controlled an oversea enterprise for the purpose of
engaging in investment and financing with the domestic enterprise assets or interests he legally holds,
or with the overseas assets or interests he legally holds. Failure to comply with the SAFE registration
requirements could result in penalties for evasion of foreign exchange controls. The Circular on
Further Simplifying and Improving the Direct Investment-related Foreign Exchange Administration
Policies provides that banks can directly handle the initial foreign exchange registration and
amendment registration under the Circular 37. As of the date of this document, all PRC ultimate
individual shareholders of the Company who are PRC residents have completed the foreign exchange

registration under the Circular 37 on November 28, 2020.
Labour and social insurance

Pursuant to the Labour Law of the PRC ("% A [ LA E 25 875 ) ), which was promulgated by
the SCNPC on July 5, 1994, implemented on January 1, 1995 and amended on August 27, 2009 and
December 29, 2018, the PRC Labour Contract Law (" IE AR ILFIE 2584 %)), which was
promulgated by the SCNPC on June 29, 2007, implemented on January 1, 2008, and amended on
December 28, 2012 and implemented on July 1, 2013, and the Implementing Regulations of the
Labour Contracts Law of the PRC (< H 3 A [ I3 25 B 45 [7] 15 B it 5 611) ), which was promulgated
by the State Council on September 18, 2008, labour contracts shall be concluded in writing if
employment relationships are to be or have been established between employers and employees. In
addition, employee wages cannot be lower than local standards on minimum wages. Employers shall
establish and improve their system of workplace safety and sanitation, strictly abide by state rules and
standards on workplace safety, educate employees in occupational safety and sanitation in the PRC.
Occupational safety and sanitation facilities shall comply with state-fixed standards. Enterprises and
institutions shall provide employees whose work involves occupational hazards with health

examinations on a regular basis.

According to the Social Insurance Law of the PRC ({1 % A &L A1 41 & £ F %)), which was
promulgated by the SCNPC on October 28, 2010 and effective from July 1, 2011 with last amendment
on December 29, 2018, the Interim Regulations on the Collection and Payment of Social Security
Funds (A& R EAESLET 170 61) ), which was promulgated by the State Council on January 22,
1999 and amended on March 24, 2019, and the Administrative Regulations on the Housing Provident
Funds ({fEF A& EHHH])), which was promulgated by the State Council on April 3, 1999 and
amended on March 24, 2002 and March 24, 2019, employers are required to make contributions, on
behalf of their employees, to a number of social security funds, including funds for basic pension
insurance, unemployment insurance, basic medical insurance, occupational injury insurance,
maternity insurance and to housing provident funds. Any employer who fails to make contributions

may be fined and ordered to make good the deficit within a stipulated time limit.
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Enterprise income tax

According to the EIT Law, which was promulgated by the National People’s Congress on March
16, 2007, effective on January 1, 2008 and amended on February 24, 2017 and December 29, 2018,
and the Implementation Regulations for the Enterprise Income Tax Law of the PRC ({H #& A\ 3L F1
B £ 3£ P 5 B VA B 491) ) promulgated by the State Council on December 6, 2007 and became
effective on January 1, 2008, other than a few exceptions, the income tax rate for both domestic
enterprises and foreign-invested enterprises is 25%. Enterprise taxpayers are classified as either
resident enterprises or non-resident enterprises. Resident enterprises are defined as enterprises that
are established in China in accordance with PRC laws, or that are established in accordance with the
laws of foreign countries but whose de facto management bodies are located in China, and are subject
to EIT rate of 25% of their global income. Non-resident enterprise refers to an entity established under
foreign law whose de facto management bodies are not within the PRC but which have an
establishment or place of business in the PRC, or which do not have an establishment or place of
business in the PRC but have income sourced within the PRC. An income tax rate of 10% will
normally be applicable to dividends declared to non-PRC resident enterprise investors that do not
have an establishment or place of business in the PRC, or that have such establishment or place of
business but the relevant income is not effectively connected with the establishment or place of
business, to the extent such dividends are derived from sources within the PRC.

Pursuant to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and Prevention of Fiscal Evasion with
respect to Taxes on Incomes (AW FNFr 555 Al 47 B i B 7% 5 i 45 ik 00 8 J 0B RN B LE i e B 1) %2
#E)), or the Double Tax Avoidance Arrangement, and other applicable PRC laws, if a Hong Kong
resident enterprise is determined by the competent PRC tax authority to have satisfied the relevant
conditions and requirements under the Double Tax Avoidance Arrangement, the 10% withholding tax
on the dividends the Hong Kong resident enterprise receives from a PRC resident enterprise may be
reduced to 5%. However, pursuant to the Circular on Certain Issues Relating to the Implementation
of Dividend Provisions in Tax Treaties (B I BUATR U 2 I B 6 3K B B4 A1) ) issued on
February 20, 2009 by the State Administration of Taxation, or the SAT, if a PRC tax authority
determines, in its discretion, that a company benefits from such reduced income tax rate as a result
of an arrangement that is primarily tax-driven, such PRC tax authority may adjust the preferential tax
treatment of the company. Based on the Announcement on Certain Issues with Respect to the
Beneficial Owner in Tax Treaties (<[ ZB0H5 AR BR BT & H 52 5 A AN A BB A 4))
issued by the SAT on February 3, 2018 and effective on April 1, 2018, if an applicant’s business
activities do not constitute substantive business activities, it could result in the negative determination
of the applicant’s status as a beneficial owner, and consequently, the applicant could be precluded
from enjoying the above-mentioned reduced income tax rate of 5% under the Double Tax Avoidance
Arrangement.

Value-added tax

Pursuant to the Interim Regulations of the PRC on Value-Added Tax (€ #E A [ 3 1[5 3 (B Bl
W4T %1)) (the “VAT Interim Regulations”) which was promulgated by the State Council on 13
December 1993 and amended on 10 November 2008, 26 February 2016 and 19 November 2017, its
Implementation Regulations (€ 32 A Rt A1 B0 e (E B A7 W B i 40 Il ) ) which was last amended
on 28 October 2011, and the Notice of the Ministry of Finance and the SAT on Adjusting Value-added
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Tax Rates (CHATEHEB ~ Bl Hs 4 )5 B i i H& 4 (BB B R () 4 1) ) which was issued on 4 April 2018 and
became effective from 1 May 2018, the Value-added Tax (the “VAT”) rate of 16% shall be applicable
to taxpayers engaging in the sale or import of goods, provision of labour services, tangible movable
property leasing services shall generally be 16%; the VAT rate of 10% shall be applicable to taxpayers
providing transportation, postal, basic telecommunications, construction, or immovable leasing
services, selling immovable, transferring the rights to use lands, or selling or importing goods
specified by the VAT Interim Regulations; and the VAT rage of 6% shall be applicable to other modern
service industries. Our business shall be subject to VAT with reference to the above rules. Pursuant
to the Announcement of the Ministry of Finance, SAT and the General Administration of Customs on
Relevant Policies for Deepening the Value-Added Tax Reform ({HAELHS ~ B85 ~ Vg B AL 35 B
ﬁfk%ﬁﬁﬂliﬁ%ﬁﬂ%%ﬁ%% which was issued on 20 March 2019 and became effective on 1
April 2019, the tax rate of 16% applicable to the VAT taxable sale or import of goods by a general
VAT taxpayer shall be adjusted to 13%; and the tax rate of 10% applicable to such taxpayer shall be
adjusted to 9%.

VAT export refund

According to the Administrative Measures for Tax Rebate (Exemption) of Exported Goods (Trial
Implementation) (i H &Y (%)FLE HE % GUTT))), which was promulgated by the SAT on 16
March 2005 and became effective on 1 May 2005 and was partially amended on 15 June 2018, unless
otherwise prescribed, upon declaration of export and financial accounting for sale, the VAT in relation
to the goods exported by export agents can be rebated or exempted upon approval by competent tax
authorities.

Urban maintenance and construction tax

Pursuant to the Circular of the State Council on Unifying the System of Urban Maintenance and
Construction Tax and Education Surcharge Paid by Domestic and Foreign-invested Enterprises and
Individuals (BB B B A S8 — A A0 & A SE R0 RN T 40 o el B A0 203 2 B n i BE U8 ) ) which
was issued on 18 October 2010 and effective on 1 December 2010, the Interim Regulations of the PRC
on Urban Maintenance and Construction Tax ({7 3E A R 3 0[50 3ok 17 4 58 5B 716649 ) ), came
into effect on 1 January 1985 and amended on 8 January 2011, and the Interim Provisions on the
Collection of Educational Surcharges ({BUXEE & M MA 1748 ) ), amended on 8 January 2011,
the collection of urban maintenance and construction tax and educational surcharges shall be

applicable to foreign-invested enterprises, foreign enterprises and individual foreigners.

According to the Interim Regulations of the PRC on Urban Maintenance and Construction Tax,
any enterprise or individual who is liable to pay consumption tax, value-added tax and business tax
shall also pay urban maintenance and construction tax. The amount of consumption tax, value-added
tax and business tax actually paid by a taxpayer shall be the taxation basis of urban maintenance
construction tax. The urban maintenance construction tax shall be paid simultaneously when
consumption tax, VAT and business tax are paid. Furthermore, the rates of urban maintenance and
construction tax shall be 7% for a taxpayer domiciles in a city, 5% for a taxpayer domiciles in a county

or a town, and 1% in other places.
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Foreign trade

The Foreign Trade Law of the PRC ({H'#E A\ RILFIE B HME 5 ¥ ) ) which was adopted by the
SCNPC on 12 May 1994, and amended on 6 April 2004 and 7 November 2016, provides that foreign
trade operators who engage in the import and export of goods or technologies shall file records with
the administrative department of the foreign trade of the State Council or its authorised agency, unless
provided otherwise by the laws, administrative regulations or the stipulations by the administrative
department of foreign trade of the State Council. Foreign trade operators which have not filed for
registration in accordance with the relevant laws, regulations or stipulations will be declined by the
customs to carry out the customs clearance and inspection procedures for import and export of goods.
More specifically, according to the Measures for the Record-Filing and Registration of Foreign Trade
Operators ({EfIMNE 5 #8748 5 M 2 B w5 HE% ) ), which was promulgated by the MOFCOM on 25 June
2004 and amended on 18 August 2016, 11 November 2019 and 30 November 2019, foreign trade
operators who engage in the import and export of goods or technologies shall go through the
formalities for record-filing and registration with the MOFCOM or an authority authorised by the
MOFCOM. If foreign trade operators fail to go through the formalities for record-filing and
registration in accordance with the provisions of these Measures, customs shall refuse to handle the
declaration and clearance formalities of their imports and exports. Pursuant to the MOFCOM Notice
of Further Optimising the Recordation and Registration of Foreign Trade Operators (<P %5 & B 7% 4
— S EALEINE 5 K E RS LAER %)), which was promulgated on 18 February 2019 and
became effective on 1 March 2019, the collection of paper application materials have been simplified
and foreign trade operators may upload and scan in the application for the recordation and
registration. When a foreign trade operator applies for or changes the recordation and registration, it
may submit online a copy of its business license, a signed or sealed scanned copy of the original
application form for recordation and registration of foreign trade operators and other application

materials.
Customs

According to the Customs Laws of the PRC ({H 3 A RJLFEMR%)), which was
promulgated by the SCNPC on 22 January 1987 and amended on 8 July 2000, 29 June 2013, 28
December 2013, 7 November 2016 and 4 November 2017, unless otherwise stipulated, the declaration
of import and export goods may be completed by consignees and consignors themselves, and such
formalities may also be completed by their entrusted customs brokers that have registered with the
customs. The declaration of import and export goods may be completed by the owners of such goods
or their entrusted person. In addition, the consignors and consignees of the goods exported or
imported and the customs brokers must register themselves for declaration activities with the customs
office. Enterprises engaged in processing trade shall undergo recordation formalities at the customers
office in accordance with the provisions of the General Administration of Customs (¥ %2%). The
amount of raw materials consumed during the production of the finished products shall be decided by
the customs office. The finished products of a processing trade shall be re-exported within the

stipulated time limit.

— 81 -



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.

APPLICABLE LAWS AND REGULATIONS

Pursuant to the Administrative Provisions of the Customs of the PRC on the Registration of
Customs Declaration Entities (€3 A B 3 A1 B0 ifg BE ¥k B B 07 5% i 5 5 4 #E 8 E ) ) promulgated by
the General Administration of Customs on 13 March 2014, amended on 20 December 2017 and 29
May 2018, and came into effect on 1 July 2018, and the Announcement on Including the Registration
Certificate for a Customs Declaration Entity (for the Consignees or Consignors of Imported or
Exported Goods) into the Reform of “Integrating Certificates into One” (B i B B 07 5 5 5 %
EVCEHROEYIEE OMAZEHS "M ERAH)) issued by the State Administration for
Market Regulation (|8 %155 B & ¥ 48/5) and General Administration of Customs (¥ #%27&) on 9
January 2019 and became effective on 1 February 2019, the consignor or consignee of imported and
exported goods shall apply for customs recordation or registration at the time when it applies for

registration with the State Administration for Market Regulation or its local counterparts.
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The information contained in this section and elsewhere in this document have been
derived from various official government and other publications generally believed to be
reliable and the Frost & Sullivan Report which we commissioned. We believe that the sources
of such information and statistics 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 fact
has been omitted that would render such information false or misleading in any material
respect. None of our Company, the Sole Sponsor, [REDACTED] and any of the Relevant
Persons (which, for the purpose of this paragraph, excludes Frost & Sullivan) has
independently verified such information and statistics and none of them gives any
representation as to the accuracy of such information and statistics. Further, we cannot assure
you that they are stated or compiled on the same basis or with the same degree of accuracy
(as the case may be) in other jurisdictions. As a result, you should not unduly rely upon such
facts and statistics contained in this document.

SOURCE OF INFORMATION

We commissioned Frost & Sullivan, an independent market research and consulting firm, to
conduct an analysis of, and to prepare a report on the global and the PRC pigment, pearlescent
pigment and mica markets. The report prepared by Frost & Sullivan for us is referred to in this
document as the Frost & Sullivan Report. We have agreed to pay Frost & Sullivan a fee of RMBO0.5
million which we believe reflects market rates for reports of this type.

Founded in 1961, Frost & Sullivan has 40 offices with more than 2,000 industry consultants,
market research analysts, technology analysts and economists globally. Frost & Sullivan’s services
include technology research, independent market research, economic research, corporate best
practices advising, training, client research, competitive intelligence and corporate strategy.

We have included certain information from the Frost & Sullivan Report in this document because
we believe this information facilitates an understanding of the global and the PRC pigment,
pearlescent pigment and mica markets for the prospective investors. Frost & Sullivan’s independent
research consists of both primary and secondary research obtained from various sources in respect of
the global and the PRC pigment, pearlescent pigment and mica markets. Primary research involved
in-depth interviews with leading industry participants and industry experts. Secondary research
involved reviewing company reports, independent research reports and data based on Frost &
Sullivan’s own research database. Projected data were obtained from historical data analysis plotted
against macroeconomic data with reference to specific industry-related factors. Except as otherwise
noted, all of the data and forecasts contained in this section are derived from the Frost & Sullivan
Report, various official government publications and other publications.

In compiling and preparing the research, Frost & Sullivan assumes that the social, economic and
political environments in the relevant markets are likely to remain stable in the period during which
Frost & Sullivan has made estimates, which ensures stable and healthy development of the global and
the PRC pigment, pearlescent pigment and mica markets.

Our Directors are of the view that there has been no adverse change in the market information
since the date of the Frost & Sullivan Report which may qualify, contradict or have an impact on the
information therein.
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OVERVIEW OF THE GLOBAL PIGMENT MARKET

Pigment Classification in terms of Composition
Organic
pigments

\
selective absorption or light scattering. They're usually insoluble in the matrix, or not substantially |
affected by the physical and chemical effects of the matrix. H
Properties: high tinting strength, easy to grind, vivid color, lightfastness, but poor weather resistance |

3 ol |

Metallic ,r v Definition: Pigment with metallic luster made by grinding particles or flakes of metal or alloy. E

» \ ¥ Properties: metallic luster, corrosion protection, but certain toxicity. |
pigments 1 |

; |

v Application: decoralive coalings.

i+ Definition: Pigments made from natural minerals or inorganic compounds.
| ¥ Properties: stable lightfastness, low cost, but lack of variety and vivid color, some contains heavy
1 metals.

Pigments mma Inorganic
pigments

v Application: industrial coatings

'

v Pearlescent material is a material made by coating one or more layers of metal oxide on the surface of

] 1

h mica and other substrates through a specific process based on the principle of pear! luster. ]
pigments ! v Properties: non-toxicity, vivid color and luster, but relatively high price. !

I‘\ v Application: coatings, plastic, printing ink, automotive paint, cosmetics. ,:

- ! v Definition : Including other types of pigments such as gouache pigments, oil paints, dyes, etc. |
i v Properties: high tinting strength, but poor luster and hard-to-control color. !

v Application: Paintings, oil paintings, fabrics. |

Source: Frost & Sullivan

Compared to other pigments, such as organic pigments, metallic pigments, inorganic pigments
and others, pearlescent pigments have superior properties such as good lustre, decent decorative
finish, non-toxicity, strong lightfastness, heat resistance and chemical stability. Hence, pearlescent
pigments can apply in a wide range of industries and is expected to replace other pigments gradually
in the future.

OVERVIEW OF THE GLOBAL PEARLESCENT PIGMENT MARKET
Classification of pearlescent pigment products

The diagram below illustrates different types of pigment in terms of their composition,
properties and applications:

v Natural mica-based  pearlescent

pigments are low-cost and mainly

GGIIVEIES v Industrial — applications  such  as

Natural mica-

based ; ; pearlescent coatings, plastics, oil ink, and
used in low-end manufacturing pigment leather
) v Synthetic mica-based pearlescent
Synthetic pigments are expensive and mainly

Automotive
pearlescent
pigment

mica-based used in  middle- to high-end
manufacturing, — automobiles  and
cosmetics

v Topcoat and automobile coatings
for cars, trains, etc.

v Aluminium oxide-based pearlescent

Aluminium . . A
pigments are expensive and primarily

Pearlescent Pearlescent
—> . —»
Pigment oxide-based Pigment

Silicon
oxide-based

Source: Frost & Sullivan

Pearlescent pigment is an optical pigment. Based on how pearls generate lustre, pearlescent
pigments are made by coating micas with one or more layers of metal oxide through special

techniques.

v Silicon

v
Other base
materials

used in automobiles and cosmetics

oxide-based  pearlescent
pigments are expensive and mainly
used in automobiles and cosmetics

Examples mainly include glass-based
and  coloured  aluminium-based
pearlescent pigments, high-priced
and mainly used in cosmetics
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Cosmetic
pearlescent
pigment

Other
pearlescent

pigment

Cosmetics such as lipstick, eye
shadow, foundation, eyeliner,
eyebrow pencils, nail polish, hair
cream and moisturizer

pearlescent pigments that are
applied in other areas
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Substrate materials of pearlescent pigments include natural micas, synthetic micas, aluminium
oxides, silicon oxides and glass. Pearlescent pigments are widely applied in manufacturing,
automobile and cosmetics.

Value Chain of Pearlescent Pigments Industry

The pearlescent pigment producers are the major participants in the industry. At present,
downstream customers in the pearlescent pigments industry mainly include direct customers (such as
cosmetics manufacturers, automotive paint manufacturers, etc.) and pearlescent pigments trading
companies. Pearlescent pigments trading companies are more inclined to cooperate with larger
pearlescent pigments manufacturers due to its rich product variety and better cost price control.

T Pearlescent materials W ] Coatil
Natural micas i _ g Industry
2z @23 Plastics industry
H S 5
| iz B i:
Synthetic micas H ) 3
H Oil Ink industry
— = —
i Stir : Rinse n
i hydrolysis desiccation
Metal oxide H and heat and filter
recursors H Automotive industry
P | Pearlescent [~ - Color Air £
| Pigment ackaging blending Calcination
H Cosmetic industry
Other raw materials =
Others
¥ Mica is a major substrate material of ¥ Pearlescent pigments are made by coating micas or other synthetic substrate v Downstream demand mainly comes from
pearlescent pigments. Because of mica's materials with one or more layers of metal oxides. By changing the thickness of the industrial, automotive and cosmetic
natural sheet structure, its cleavage plane can coating, there can be different pearly lusters. By using different metal oxides, different applications.
generate pearly luster after coating. hues can be obtained. ¥ The development of downstream
¥ Natural silicon dioxide, aluminium oxide and ¥ Among all the materials, mica-based i have the widest and its of
artificial glass are popular C to natural micas, synthetic micas have stronger adhesion with pigments are essential for the
with which the coatings are thicker but can the coating materials, brighter pearly luster and better quality. development of the industry.

still emit strong luster.

Source: Frost & Sullivan
Average selling prices of pearlescent pigment products

Recently, owing to progress in pearlescent pigments technology and growing market demand for
pigments products of better quality, the price of pearlescent pigments are rising. The product and
pricing structure continuously optimise, leading to increasing profitability. From 2016 to 2020, the
price of global pearlescent pigments increased from RMB 26,092.4 per tonne to RMB 31,932.0 per
tonne, representing a CAGR of 5.2%. With future advancements of production techniques in
pearlescent pigments and raw material (such as synthetic micas), the global pearlescent pigments will
improve in quality, profitability and penetration rate in various application scenarios. It is estimated
that the price of global pearlescent pigments will rise to RMB44,673.3 per tonne with a CAGR of
6.9% from 2021 to 2025.

Pricing Analysis of Global Pearlescent Pigments Market (2016-2025E)

CAGR 2016-2020 2021E-2025E
Global Pearlescent Pigment Market 5.2% 8.8%
Natural Mica-based Market 2.7% 2.1%
Synthetic Mica-based Market 3.0% 3.8%
Aluminium Oxide-based Market 2.0% 0.5%
Bl peron Silicon Oxide-based Market 2.19 0.5%
Glass-based Market 3.2% 2.7%
Other material-based Market 2.9% 2.0%
45,000 41,448.5
20,000 sk 37,976.4
35,000 30,836.8 31,704.5 bk
: 27,523.5 204 .
30,000 {24,810.7 26,092.4 )
25, 000
20, 000
15,000
10,000
5,000
0
2016 2017 2018 2019 2020 2021E 20226 2023€ 2024 2025€

Global Pearlescent Pigment Market

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, U.S. Geological Survey, India Bureau of Mines,
OECD, Expert Interview
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Global Demand of Pearlescent Pigments Market

CAGR 2016-2020 2021E-2025E
Global Pearlescent Pigments Demand 12.0% 9.5%
Coatings Market 11.0% 7.0%
Plastic Product Market 12.0% 7.5%
Thousand ton Ink Market 7.3% 4.4%
1,400.0 Vehicle Market 29.7% 20.3% 1,306.6
Cosmetic Product Market 16.8% 16.7% 1,208.3
1,200.0 1600
1,001.5
1,000.0 909. 6
813.2 5 377.0

422.9
406. 6
739.9 ? 1
800.0 - 645.1 e 2.7 bl = 3.6
0.0, 517.5 - S 275.0 il 262.2 =
: . 251, g T 240.4 186.5
400.0 196.5 B39, 181.2 202.6 171.4 178.9
146, 2 163.3 156.9 164.1 975 123.5
129.0 144.0 4 83.4 .

.0 1086 Sl 117.8 128.2 EA o o 39.0 e o 240.3 280.2
s 6.7 s 175 Nt - TiLn ' Deaas T NSt 176.6 206.0 - :
2016 2017 2018 2019 2020 2021E 20226 2023E 2024E 2025€

Coatings - Plastics - Ink Automotives Cosmetics

Source: Frost & Sullivan, Organisation Internationale des Constructeurs d’Automobiles, World Paint & Coatings Industry
Association, Expert Interview

First of all, the premium product quality is one of the reasons for the increasing market demand.
The Group’s well-designed production facilities and proprietary production technologies also
contribute to the improvements in the quality of the Group’s synthetic mica-based pearlescent pigment
products, which drives the customers to try using the synthetic mica-based pearlescent pigments
instead of other pigment products. Also, as the natural mica minerals are becoming depleted due to
continual exploitation and the production of synthetic mica-based pearlescent pigments is clean and
environmentally friendly, Frost & Sullivan believes that the synthetic mica-based pearlescent pigment
products will be increasingly popular.

Second, as the applications of the synthetic mica accelerate, the market competition in the
industry is increasing. Small and medium-sized manufacturers are expected to be weeded out by larger
manufacturers, which increases the market concentration. Large manufacturers which have
outstanding production technologies and established market position, like Chesir Pearl, are expected
to attract more demand for the pigment products.

Third, pricing power is also another reason for the Company to be able to attract increasing
market demand for the Company’s synthetic mica-based pearlescent pigment products. Economies of
scale will also improve profitability and production efficiency. Advantages in the production capacity
also gives mica producers certain pricing power and ability to guarantee a stable supply. Thus,
companies which enjoy the economies of scale could receive sufficient market demand from the
existing customers and new customers in the future.

In recent years, the application and demand of pearlescent pigments have shown a trend of rapid
growth. The 2016-2020 CAGR reached 12.0%, and the global demand reached 813.2 thousand tons
in 2020. Because of its characteristics of safety, non-toxicity, pollution-free, and bright colours,
pearlescent pigments have a high substitution effect in the downstream market, and the future market
space is huge. Among them, industrial-grade pearlescent pigments account for about 84.0% of the
total demand. The emergence of synthetic mica pearlescent pigments has greatly expanded the market
share of pearlescent materials in coatings and inks industry. In the high-end market, as the penetration
rate of pearlescent pigments in the vehicle industry continues to increase, the CAGR of demand for
vehicle-used pearlescent pigments is the highest of all downstream markets, reaching 29.7%. The
demand for cosmetic-grade pearlescent pigments has a CAGR of 16.8%. The booming beauty industry
has effectively stimulated the demand for pearlescent materials.

It is expected that the global demand for pearlescent materials will sustain the growth from 2021
to 2025. It is estimated that the total global demand in 2025 will reach 1,306.6 thousand tons. The
potential substitution effect and increased penetration rate will allow the pearlescent material market
to remain optimistic in the future. Global demand for the pearlescent pigments is expected to maintain
a sustainable growth based on the pivotal assumptions as follows: (i) the broad-based availability of
an effective vaccine could allow containment policies and mobility in most countries to normalize
gradually and should allow a meaningful economic rebound in 2021 and 2022. For example, countries
such as the UK, the USA, Canada, Germany and Japan are preparing to launch large-scale vaccine
injection plans in an attempt to control the COVID-19 pandemic. (ii) a majority of economies have
launched supportive government policies such as loans with low interest rate, employment subsidies
and other funding schemes, which are expected to contribute to the global economic recovery; (iii)
in China, as the COVID-19 pandemic has been gradually under control since March 2020 and both the
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upstream and downstream manufacturers as well as logistics companies have gradually resumed
operation, the domestic demand has picked up gradually since March 2020; (iv) The availability of
self-developed effective vaccine is expected to further control the transmission of COVID-19 and
promote the economic recovery nationwide; (v) GDP per capita in China in 2019 exceeded USD10.0
thousand and the GDP exceeded RMB100.0 trillion, which will further contribute to the recovery of
domestic consumer market; (vi) the central government have issued a series of notice such as
Implementation Opinions on Promoting the Expansion and Quality of Consumption and Accelerating
the Formation of a Strong Domestic Market ( B & 2 715 2 i 75 42 2L I HRTE 5% i K [ Ay 17 25 11 B it
& %) )in an attempt to create a better environment for consumption. The regional government also
took various measures to encourage consumption. For example, the Foshan government launched
policy to encourage the purchase of “National VI” cars, providing subsidies of 2,000-5,000 yuan per
car; (vii) the population of e-commerce channels and the popularity of live streaming helped to boost
the recovery of home appliance industry, which is also one of the pivotal downstream users of
industrial-grade pearlescent pigments; (viii) according to Outline of the Fourteenth Five-Year Plan for
the National Economic and Social Development of the People’s Republic of China ({H % N\ R A0 [=
PR A8 75 R 4L 8 J 56 T DUR AL AE B4 22 ) )  manufacturing is one of the focal industries for
economic development, and the development of advanced manufacturing is encouraged. (ix) The
urbanization rate in China has witnessed a sustainable growth from 56.1% in 2015 to 60.6% in 2019.
Driven by the favourable policies such as The State Council on Issuing the National Population
Development Plan (2016-2030) (<[5 B B s D28 18 %\ 10 8% R AL # (2016-20304F) )) , the
urbanization rate in China is expected to reach 65.7% in 2024.The rising urbanization rate is expected
to provide more market opportunities for the manufacturing, the pearlescent pigments as well as the
mica products industry in the PRC despite the COVID-19 pandemic.

Market size of the global pearlescent pigment market

The global pearlescent pigments market showed stable growth in the last few years, reaching
RMB 18.9 billion in 2020 with a CAGR of 19.2% from 2016 to 2020. With consumption upgrade and
pearlescent pigments gradually replace other pigments, Frost & Sullivan estimates that the global
pearlescent pigments market will grow at a CAGR of 23.9% from 2021 to 2025 and reach RMB44.6
billion in 2025. For synthetic mica-based pearlescent materials, as people’s recognition and
acceptance of synthetic mica-based pearlescent materials will increase in the future, and people’s
consumption levels will gradually increase, synthetic mica-based pearlescent materials will be used
in various application fields and hence its market share will realise a sustainable growth. The market
share of synthetic mica-based pearlescent pigments increased from 5.3% in 2016 to 11.7% in 2020.
Driven by the advancing technologies and production of synthetic mica, the market share of synthetic
mica-based pearlescent pigments in the global market is expected to reach 23.6% in 2025.

Global Pearlescent Pigments Market by Segments (2016-2025E)

CAGR 2016-2020 2021E-2025E
Global Pearlescent Pigment Market 19.2% 23.9%
R B Natural Mica-based Market 15.1% 12.5%
Synthetic Mica-based Market 45.7% 47.6%
Aluminium Oxide-based Market 25.0% 26.6% 446
&0 Silicon Oxide-based Market 33.1% 29.1%
400 Other material-based Market 21.5% 68.8% T
i 310 210
300 26.2 18.7
250 228 "
200 172 184 i
150 ik 14.6 : 142 155 10.5
100 94 107 120 134 6.6 4.7
: 04 | 81 o5 0.6 12 m 3.2 32
zig ﬁﬁo.a [1.0.0.8 (X0 12,13 100 %0.7 s e, 18 T 7 52
2016 2017 2018 2019 2020 2021E 20226 2023€ 2024E 2025€
Natural Mica-based Market I Aluminium Oxide-based Market Other material-based Market
I Synthetic Mica-based Market Silicon Oxide-based Market

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform,U.S. Geological Survey, India Bureau of Mines,
OECD, Expert Interview
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Downstream applications of pearlescent pigment products

In 2020, within the industrial pearlescent pigments market, coatings, plastics and oil ink markets
reached RMB 4.6 billion, RMB 3.2 billion and RMB 2.1 billion respectively.

While the automotive pearlescent pigments market enjoys stable growth thanks to increasing
penetration, volumes of production and car ownership as well as the new product development which
leads to increase applications in automotive and cosmetics products. In cosmetics, due to increasing
plausible income, consumption upgrade and rising awareness of appearance, the global cosmetics
market has witnessed robust growth, driving along the growth of cosmetic pearlescent pigments
market with a CAGR of 19.5% from 2016 to 2020.

Global Pearlescent Pigments Market by Downstream Application (2016-2025E)

25.0
20.0
15.0
10.0
5.0 4
0.0

CAGR 2016-2020 2021E-2025E
Coatings 15.6% 17.0%
Plastics 15.2% 15.4%
RMB Billion il ink 15.1% 15.4%
45.0 - Automobile 46.9% 47.1% e
40.0 4 Cosmetics 19.5% 32.8% 37.7 87
35.0 4 Others 24.6% 26.4% 0 74 7

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Coatings Ml Piastics Il Oil ink Automobile  Cosmetics [l Others

Source: Frost & Sullivan, Organisation Internationale des Constructeurs d’Automobiles, World Paint & Coatings Industry
Association, Expert Interview

Global Pearlescent Pigments Market by Segments (2016-2025E)

CAGR 2016-2020 2021E-2025E
Global Pearlescent Pigment Market 19.2% 23.9%
RMB Billion China 23.9% 30.8%
Other Countries 17.9% 15.6%
450 - _ 44.6
400 377
35.0 A s oy
300 A - ; ¢
250 228 " 87
] 18.9 57
200 17.2 57
146 7 49
150 4 12.0 o 41 : e 304
fo0{ _B4 Zr = 174 19.1 e
! 1 14.0
5.0 4 73 9.3 1n2 W
0.0 4

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

China [l Other Countries

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

The global pearlescent pigments market showed stable growth in the last few years, reaching
RMB18.9 billion in 2020 with a CAGR of 19.2% from 2016 to 2020. As one of the pivotal components
of the global pearlescent pigments market, the Chinese pearlescent pigments market witnesses faster
growth with the CAGR of 23.9% during 2016 and 2020, increasing from RMB 2.1 billion to RMB4.9
billion in 2020. The market share of Chinese market increased from 21.9% in 2016 to 25.6% in 2020
and is expected to reach 31.7% in 2025.

OVERVIEW OF THE PRC PEARLESCENT PIGMENT MARKET
Market size of the PRC pearlescent pigment market

Recently, the Chinese pearlescent pigment market has stably grown its market size and
proportion at the global market. In 2020, the market reaches RMB 4,843.9 million by rising at a
CAGR of 23.9% from 2016 to 2020, among which the natural mica-based, synthetic mica-based,
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aluminium oxide-based, and silicon oxide-based pearlescent pigments markets took up a market share
of 74.4%, 15.8%, 2.9% and 1.0% respectively.

Chinese Pearlescent Pigments Market by Segments (2016-2025E)

CAGR 2016-2020 2021E-2025E
Chinese Pearlescent Pigment Market 23.9% 30.8%
RMB Million Natural Mica-based Market 22.7% 20.6%
Synthetic Mica-based Market 46.6% 56.7%
Ll Aluminium Oxide-based Market 24.9% 29.0% 14180
Silicon Oxide-based Market 8.8% 38.4%
Glass-based Market 12.5% 48.0% Modiad S
10,000.0 1 Other material-based Market 0.3% 46.3% 8,664.7 *
7,084.2
5,707.7
4,843.9 5
ooy 166.2 64.0 33947941 4,097.4 439 0 1138.7 151.3 4,737.0
.2 2,695.932.7 : 6 36022293 BN s; 4 !654 181.1 |v99 384.3
el 125. 9 BGRI 149, 7. ; R 132. 202, 161.6 54.3 51 6 180.8
] s 99 : ; ; ; 1 67.3 w7!4384‘551695 .8228.8 _970.4 38,7
2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Natural Mica-based Market - Synthetic Mica-based Market
. Aluminium Oxide-based Market Silicon Oxide-based Market Other material-based Market

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

Thanks to improvement of synthetic mica technology and pearlescent pigments related
production techniques, the automotive pearlescent pigments market witnesses the fastest growth
among all downstream applications, growing at a CAGR of 48.6% from 2016 to 2020 and amounted
to RMB316.0 million in 2020. It is predicted that with improvements of living standards, consumption
upgrade, and growth of vehicles per capita, the Chinese automotive pearlescent pigments market will
reach RMB1,702.9 million in 2025, with a CAGR of 52.4%.

The cosmetic pearlescent pigments market has also grown at a high speed, CAGR of 24.3% and
reached RMB707.8 million in 2020. It is anticipated that with rising living standards, disposable
income and awareness of appearance, the demand for cosmetics will be boosted, promoting the
cosmetic pearlescent pigments market to grow at a CAGR of 34.0% from 2021 to 2025 and hit 2,282.0
million RMB in 2025.

Chinese Pearlescent Pigments Market by Downstream Application (2016-2025E)

CAGR 2016-2020 2021E-2025E
RMB Million Coatings 23.1% 25.2%
Plastics 22.6% 25.0%
iR Oil ink 22.5% 25.7% 14,1839
Automobile 48.6% 52.4% ;.&“'«“
Cosmetics 24.3% 34.0% 10,971.9
10, 000. 0 4 Others 21.9% 33.9% 8,664.7 2,565.6
7,084.2 2,064.5 1,751.1 124
5,707.7 1,708.5 1 4149 1,263.5 1,702.9
5,000.0 1 4,097.4 A s 452.6 1,175.8 1,021.2 1,209.5
51uu339470399*.‘j 770.8 132680 - N s T 2,282.0
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: 160.7 226.2 =316.0 g5y p 468.0 LOT7.7 e 39291
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Coatings [l Piastics [l Oil ink Automobile  Cosmetics [l Others

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

The sales volume in Chinese cosmetic pearlescent pigments market grew. With its good lustre
and high durability, pearlescent pigments are replacing other colourants. In addition, because
colourants take only a small proportion of cosmetic production cost, the cosmetic industry is
relatively insensitive to price changes, which is helpful for increasing penetration of pearlescent
pigments in cosmetics. It is estimates that the sales volume in Chinese cosmetic pearlescent pigments
market will reach 52.7 thousand tons in 2025.
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Chinese Pearlescent Pigments Market by Sales Volume(2016-2025E)

CAGR 2016-2020 2021E-2025E
Chinese Pearlescent pigment 20.6% 19.7%
Coatings 19.8% 19.0%
Thousand ton Plastics 19.3% 19.0%
350.0 - Oil ink 19.3% 18.7% 3.9
Automobile 40.2% 31.4%
4 288.0
= Cosmetics 20.9% 21.7% 1061
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Source: Frost & Sullivan, National Bureau of Statistics of China

Frost & Sullivan is considering the financial recession caused by the COVID-19 pandemic.
Many leading business markets are suffering from operating losses. However, the pearlescent pigment
market is generally less sensitive to the economic downturn mainly due to the two following reasons.

First, pearlescent pigments are used in different industries, such as cosmetic, automotive,
coatings. Although these industries are generally adversely affected by the COVID-19 pandemic, the
percentage of the cost of purchase of pigments only represents a very insignificant portion of the total
production costs and hence, there is no direct and immediate impact on the Group by reduced usage
of the pigment products.

Second, the Group is not relying on a particular industry or customers in a particular industry.
The demand for the pearlescent pigment products is rapidly growing driven by post-COVIDI19
resumption of business and production activities.

Third, there is an increasing number of manufacturers in the PRC planning to source raw
materials (including pigment products) in the PRC. This will increase the demand for pearlescent
pigment products in the PRC market.

FUTURE DEVELOPMENT OF THE PEARLESCENT PIGMENT MARKET
Opportunities

— National government policy support: Pearlescent pigment is one of the most potential and
widely applications. They are listed in the PRC’s Advanced Materials High Technology Export
Catalogue ( CHrHFRLE 4L T 4 4 11 H £%)) and enjoy export tax benefits. According to the
PRC’s ‘The Catalogue of Industries for Encouraged Foreign Investment (2019 Edition)’ ( {Z¢ /i)
S EE R H B (20194FhR) ) ), pearlescent pigments production (particle size of 3-150um)
is listed as an encouraged industry.

— Extending downstream applications: With its unique lustre and widespread colour spectrum,
pearlescent pigments have broad downstream applications, from automotive topcoats to home
furnishings. Meanwhile, more cosmetics manufacturers are using pearlescent pigments as
colourants.

— Breakthroughs in substrate material related technologies: Technological breakthroughs in
synthetic mica-based pearlescent pigments give producers more choices of substrate materials.
Synthetic micas products work better with coating and therefore create better pearly lustre and
qualities, breaking the scale constraints brought by natural micas shortage.
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Market drivers of the pearlescent pigments market
Technological capabilities in production

The principles of producing pearlescent pigments are easy but difficult to implement.
Technological breakthroughs can provide a strong impetus to the industry development. The global
leading companies in pearlescent pigments have accumulated abundant R&D experience and a series
of patents for invention, establishing their competitive advantage in the industry. Technological
breakthroughs are also one of the major drivers of the rapid development of pearlescent pigments
industry. For example, the globally prominent pearlescent pigment company Chesir invented
self-developed synthetic mica production method, such as: a wet synthesis method for preparing
KMg,;(Al1Si;0,,)F, crystal powder, a method for preparing conductive sericite powder. With these
technologies, the pearlescent material products produced by Chesir are widely used in high-end areas
such as automobiles and cosmetics markets.

Extending downstream applications

In the global market, automotive and cosmetic pearlescent pigments experienced stable growth
as their penetration increases. They are likely to benefit from expanding markets of downstream
applications as well as extension into more downstream applications. For instance, thanks to steady
growth in volume of production and car ownership, the penetration of automotive pearlescent
pigments continuously climb. Frost & Sullivan estimates that with future vehicle popularization and
upgrading demand, the automotive pearlescent pigments market could further expand. Besides, with
consumption upgrade and increasing awareness of appearance, the cosmetics industry could have
larger market potential, leading to the rapid development of cosmetic pearlescent pigments industry.

Support of favourable policies

Supported by favourable policies from the state, the pearlescent material industry witnessed a
fast growth. In the global market, according to the amendment to the Federal Regulations Act
(21CFR73.350) (KBiF KAL) (21CFR73.350)f51E %) promulgated in April 2019, the safe use of
mica pearlescent pigments prepared from titanium dioxide and mica in beverages such as sweet wines
has further broadened the application of pearlescent pigments, which served as strong support for
upstream manufacturers to expand production capacity.

In the Chinese market, according to the Industrial Structure Adjustment Guidance Catalogue
(2019 Edition) (revised in 2019) ({7 45 MR F5 5 H 8k (2019 4)) (20194F-1&7])) promulgated
in November 2019, pearlescent pigments belong to the nationally encouraged high-tech industry, and
these industry may enjoy the corresponding encouragement policy support. Also, according to the
“Classification of Strategic Emerging Industries (2018)” (National Bureau of Statistics Order No. 23)
(M B B 2500 B (2018)) (I R &5 5T 2 55239%)), the manufacturing of mica products with
number of 3082, belongs to the new energy material manufacturing and functional filler
manufacturing sectors in strategic emerging industries. Additionally, the mica-based pearlescent
pigments whose number is 2643 is classified as other new functional materials, which belong to the
pigments manufacturing section in the strategic emerging industries. The strategic emerging
industries enjoy encouragement policy support such as tax reductions and financial benefits.

- 91 -



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

OUR RANKING IN THE GLOBAL PEARLESCENT PIGMENT MARKET

Ranking of the Global Pearlescent Pigments Market by Revenue, 2020

Ranking Company Market Share
1 Company A 22.8%
2 Ccompany B 8.1%
3 Company © 3.2%
Er a4 the Group 3.0%
|
[ Company D 1.6%

Source: Frost & Sullivan, Expert Interview, Financial statements of market players

With the presence of a few major players, the global pearlescent pigments market is moderately
concentrated. The total market size by revenue of pearlescent pigments reached RMB18,942.0 million
in 2020. The aggregate market share of the top five players in global pearlescent pigments market in
terms of revenue from pearlescent pigments was 36.5% in 2020. Among all the players, the Group
ranked the fourth with the market share of 3.0%.

Among the global pearlescent pigments providers, the role of synthetic mica-based pearlescent
pigments providers is increasingly important. The synthetic mica-based pearlescent pigments have the
characteristics of temperature resistance, wear resistance, light resistance, water resistance, and
colour fastness. Compared with pearlescent pigments with other base, the synthetic mica-based
pearlescent pigments are environmentally friendly, clean, and free of heavy metals. As a result,
synthetic mica-based pearlescent pigments providers are well positioned to catch the high growth of
the pearlescent pigments market.

OUR RANKING IN THE GLOBAL SYNTHETIC MICA-BASED PEARLESCENT PIGMENTS
MARKET

Ranking of the Global Synthetic Mica-based Pearlescent Pigments Market by Revenue, 2020

Ranking Company Market Share
:r 1 the Group 5.0% ‘i
2 Company C 5.5%
3 Company H 5.0%
4 Company | 4.5%
5 Company D 4.2%

Note: The ranking is based on the sales value of synthetic mica based pearlescent pigments generated by the synthetic
mica-based pearlescent pigments providers in 2020.
Source: Frost & Sullivan, Expert Interview, Financial statements of market players

The global pearlescent pigments market is moderately fragmented with the total market size by
revenue of synthetic mica-based pearlescent pigments reached RMB2,218.2 million in 2020. The
aggregate market share of the top five players in global synthetic mica-based pearlescent pigments
market in terms of revenue from synthetic mica-based pearlescent pigments was 28.1% in 2020.
Among all the players, the Group ranked the first with the market share of 8.9%.

Ranking of the Chinese Pearlescent Pigments Market by Revenue, 2020

Ranking Company Market Share
i' 1 ‘the Group 11.0%
2 Company A 27%
3 Company C 5.6%
a Company E 43%
5 Company B 33%

Source: Frost & Sullivan, Expert Interview, Financial statements of market players
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In 2020, the market size of China’s pearlescent pigments (based on the revenue of pearlescent
materials) reached RMB 4,843.9 billion. In terms of amount, the total market share of the top five in
China’s pearlescent material market accounts for 33.8% of the total market size. Among all
companies, the Group ranks the first with a market share of 11.0%.

Ranking of the Chinese Synthetic Mica-based Pearlescent Pigments Market by Revenue, 2020

Ranking Company Market Share
: 1 The Group 25. 4% :
2 Company G 12.5%
3 Company C 2%
4 Company E 7.8%
5 Company F 2N

Note: The ranking is based on the sales value of synthetic mica-based pearlescent pigments generated by the Chinese
pearlescent pigments providers in China in 2020.

Source: Frost & Sullivan, Expert Interview, Financial statements of market players
Company A is a listed science and technology company engaging in various businesses, including healthcare, life
science and performance materials, etc.
Company B is a listed chemical company engaging in various business, including chemicals, materials, industrial
solutions, surface technologies, nutrition & care and agricultural solutions.
Company C is a listed pearlescent pigment provider specializing in providing pearlescent pigments.
Company D is a listed pearlescent pigment provider professionally engaging in provisions of synthetic mica-based
pearlescent pigments, natural mica-based pearlescent pigments, glass-flake pearlescent pigments, etc.
Company E is a pearlescent pigment provider specializing in providing pearlescent pigments applicable in various
areas, including automobile, printing inks, coatings, etc.
Company F is a listed pearlescent pigment provider professionally engaging in pearlescent pigments.
Company G is a pearlescent pigment provider specializing in pearlescent pigments, mica, metallic pigments, etc.
Company H is a pearlescent pigment provider that provides pearlescent pigments applicable in various areas, including
cosmetics, coatings, printing inks, etc.

In 2020, the market scale of China’s synthetic mica base pearlescent materials (divided
according to the revenue of synthetic mica base pearlescent materials) reached RMB 766.7 million.
In terms of amount, the total market share of the top five synthetic mica base pearlescent materials
in China accounted for 43.3% of the total market size. Among all companies, the Group ranks first
with a market share of 25.4%.

Entry Barriers of Pearlescent Pigments Industry
Financial Capacity

For newcomers in the pearlescent pigment market, an amount of financial capital is needed to
invest in production bases, precise equipment, raw material importation, R&D personnel and product
R&D, etc. In addition, a huge amount of early investment and cash flow would be needed to support
the long periods of construction and R&D. Leading companies in the industry have accumulated
expertise in R&D and extensive resources. When the product is rolled out to the market, brand
development, marketing and storage could also financially challenge the pearlescent pigment
producers. Therefore, having a sizable financial capacity forms an entry barrier to newcomers.

Innovative Technology

The pearlescent pigment industry is a technology-intensive industry. Newcomers can produce
non-patented products but may not stand out from the intense homogeneous competition, while
established players possess a range of patents for their new products. Different production
technologies would be required to produce pearlescent pigments catering to different downstream
sectors.

Synthetic mica technology is a key technology for producers to break in the high-end market,
but only a few leading producers have this technology. Solid R&D capabilities determines the
competitiveness of a pearlescent pigment producer in an increasingly demanding marketspace.

Stable Client Network

As an export-oriented industry, a stable client network connecting domestic and international
clients would be key for pearlescent pigment producers. However, building stable relationship with
international clients or distributors requires continuous investment and improvements in products and
procedure. Certification of a new pigment supplier is long and stringent. For example, it takes 5 to
8 years to become an automotive pearlescent pigment supplier.
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Brand is also an important factor clients consider when choosing suppliers, while brand
establishment requires long-term technological support, robust product quality and services.
Downstream clients also don’t frequently change suppliers when a relationship is established due to
the high cost of substituting a supplier.

Raw Materials

Cheap and abundant access to raw materials has become a significant entry barrier since
regulations tighten and downstream requirements rise. Natural micas are an important raw material for
pearlescent pigments but there is a high dependence of Chinese producers on importation. Long-term
relationship and economies of scale would give producers an essential edge in price negotiation with
foreign mica suppliers.

Furthermore, while synthetic mica becomes an important raw material, the difficulty of
developing synthetic micas technology poses another challenge for industry newcomers and existing
small players. Therefore, industry newcomers may struggle to obtain low-cost and quality raw
materials.

OVERVIEW OF THE GLOBAL MICA MARKET

Mica products may be categorised into natural micas and synthetic micas. With characteristics
such as insulation, high temperature resistance, and lustre, heat insulation, micas have wide industrial
applications and are thus named as industrial flavour enhancer. Their end user industries include
automobile, cosmetics, electricity, pyrometallurgy and home appliances. As the research capabilities
of global mica industry improve, micas’ downstream applications continually expand. It is an industry
norm for manufacturers of synthetic mica-based pearlescent pigment products to source synthetic
mica powder externally. As the production of synthetic mica powder may require relatively higher
investments in the initial stage, and the technical entry barrier of synthetic mica powder is high, thus
only manufacturers with outstanding financial and technical performance may produce synthetic mica
powder themselves.

Market size of the global mica market

The global mica market has experienced a stable growth from 2016 to 2020, growing at a CAGR
of 14.5% and reaching RMB 14.6 billion. Within the mica market, the demand for natural mica
represented a market share of 54.1%, while synthetic mica represented a market share of 45.9%. Frost
& Sullivan estimates that the global mica market will reach RMB25.2 billion in 2025 with a CAGR
of 10.2%, among which synthetic mica market will grow to RMB15.5 billion and take up a market
share of 61.3%. The bar chart below illustrates the development of the global mica market in terms
of sales revenue by natural mica and synthetic mica for the period from 2016 to 2025 (estimated):

Compared to natural micas, synthetic mica-based pearlescent pigments make significant
progress in glossiness, clarity and high temperature resistance. Besides, free of heavy metals in
synthetic micas make it popular in cosmetics industry. The penetration of synthetic mica in global
pearlescent pigment market is therefore expected to rise. The number of suppliers of synthetic mica
powder in the global range in 2020 is around 150. Among these, the number of suppliers of synthetic
mica powder who can produce themselves is around 50. Among these 50 synthetic mica powder
suppliers, the number of suppliers who can produce synthetic mica powder especially for pearlescent
pigments production is around 10.

Global Mica Market by Segments (2016-2025E)

CAGR 2016-2020 2021E-2025E
Global Mica Market 14.5% 10.2%
RMB Million Natural Mica Market 7.1% 4.4%
35.000. 5 Synthetic Mica Market 28.4% 16.0%
25,214.6
25,000.0
21,562. 6
19,856.3 :
20,000.0 17,759.7 i
16,082.3 - 9,414.1
15, 000. 0 13,174.1 ot : 9,065.2 3
11,464. 4 82710 8,682.1
9,674.9 7,916.6 71, C
10, 000.0 B,501.4 7,507.2 ¥
7,086.7 % 15, 462.5
6,413.7 i
5,000.0 { 60262 : Ml 10,7911 12,148.5
6,719.5 7.811.3 e
0.0 | OXEEM 3,261.2 Ay s

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
Natural micas [l Synthetic micas

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, U.S. Geological Survey, India Bureau of Mines,
OECD, Expert Interview
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Applications of mica products

Pearlescent pigments, refractory materials and insulation materials are the major downstream
applications of mica products and are widely used in end user industries such as automobile,
cosmetics, electricity, pyrometallurgy and home appliances. In 2020, pearlescent pigments mica
market reached RMB1.4 billion, refractory materials mica market reached RMB7.7 billion, and
insulation materials mica market reached RMB3.7 billion. Insulation materials are also applied in the
area of advanced materials such as semiconductors.

As the R&D capabilities of synthetic mica industry improve, synthetic micas will enter into more
downstream applications such as thermal insulation materials and experience growth in pearlescent
pigments mica market. Compared to natural micas, synthetic mica-based pearlescent pigments make
significant progress in glossiness, clarity and high temperature resistance.

The diagram below illustrates the development of the global mica market in terms of the
end-market applications for the period from 2016 to 2025 (estimated):

Global Mica Market by Downstream Application (2016-2025E)

CAGR 2016-2020 2021E-2025E
Refractory materials 8.4% 4.8%
Pearlescent pigments 29.5% 18.9%
- Insulation materials 27.9% 14.8%
;?:)B = Other materials 15.2% 13.3%
25.2
25.0 A
e 21.6
20.0 e _— : .7
J 9.2
15.0 sds 4 8.9 T
1.5 0 8.5
10.0 8.5 ol 7.2 b5 o 2.8 e
60 67 ' e 2.0
3.2 :
0.0 L 11 (%] 1.4 1.7 1.9 2.1 2.4 2.8 3.1 5.0
2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E

Refractory materials [l Pearlescent pigments [l Insulation materials Other materials

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, U.S. Geological Survey, India Bureau of Mines,
OECD, Expert Interview

The diagram below illustrates the development of the global mica market in terms of the end user
industries for the period from 2016 to 2025 (estimated):

Global Mica Market by End-user Industries (2016-2025E)

CAGR 2016-2020 2021E-2025E
Pyrometallurgy market 6.0% 3.3%
Automotive market 29.4% 18.7%
- Cosmetics market 30.0% 19.8%
FERMEL HAor: Electricity market 27.2% 14.1%
30,000.0 4 Home appliance market 32.1% 18.2%

e Others 15.0% 14.9% 25,214.6
i 21,562.6 o
20,000, 0 SN b

» 000, 17,759.7 !
st 16,082.3 - 5.396.7 5,544.2 1, 564, 1 [N
15,000.0 13,174.1 e 2 2, 115.4]
1,464. 4 48649 Qm. 515 . 1,842 1 [N 487. 6 5,999.8
10,000.0 { 8,501.4 i 235 kel 4,748.6 1,341.1
40649, _gm "“?m s 03, g 910.3 1.044.8
5,000.0 - f’g?a”; ?g 5 1aB07. 1 147. 4 2,400 _1:; g 535.5 634.3 7” h (_‘ § s 9,864.2
o T . - PR 4 00, 3 [kl 4, 605. 3 5,135.9 5,661.9 6,268.7 7,007. 2 ,626.0
0.0 -
2016 2017 2018 2019 2020 2021E 2022 2023€ 2024E 2025E
Pyrometallurgy market I Automotive market [l Cosmetics market
Electricity market Il Others Home appliance market

Source: Frost & Sullivan, Organisation Internationale des Constructeurs d’Automobiles, World Paint & Coatings Industry
Association, Expert Interview
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In 2020, the market size of pyrometallurgical mica products was RMB 4.9 billion, representing
a market share of 33.2%. Because of superior insulation and high temperature resistance, mica
products normally appear as insulation materials or refractory materials in pyrometallurgy market,
wide applications and high industry linkage, serving an essential role in economic development and
infrastructure upgrading, in the form of electrode bars in electrometallurgical furnaces or lead-out
bushing. Pyrometallurgy industry is a globally important basic raw material industry with a variety
of products.

Average selling prices and average cost of mica products

During the period from 2016 to 2025 (estimated), Frost & Sullivan estimates that the average
selling prices of mica products would continue to increase, and the diagram below illustrates the price
movements of mica products during the period from 2016 to 2025 (estimated):

Pricing Analysis of Global Mica Market (2016-2025E)

CAGR 2016-2020 2021E-2025E
Global mica price 8.2% 6.6%
RMB per ton Natural mica price 3.4% 2.5% 53.579.6
POSOY Synthetic mica price 8.3% 6.8% ol
s 451423 _—"
45,000 et
0202 ___—"
40,000 36.789.8 S —
34,6027 ek
35,000 31,7885 e
S — sradii 29,0435 e —
. 251775 L ——
28000 4— 22,830.2
— 18,969.4 20,044.5
20,000 B840 16,4200 A
122195 13,188.0 sl e 11,953.3

150001 281 95665 9,862.2 10,169.8 10,5816 10,782.1 11,083.8 11,3807 Hane i
10,000
5,000

0

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

Global Mica —#— Natural Mica ~*— Sytheticl Mica

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform > U.S. Geological Survey, India Bureau of Mines,
OECD, Expert Interview

OVERVIEW OF THE PRC MICA PRODUCT MARKET
Market size of the PRC mica product market

The PRC mica market may be divided into natural mica market and synthetic mica market. With
improving research and development capability of synthetic mica technology and exhausting natural
mica resources, synthetic mica products are replacing natural mica products.

The PRC mica market recently has experienced steady development. In 2020, the market grew
to RMB3.9 billion with a CAGR of 17.8% from 2016 to 2020. Within the overall market, Chinese
natural mica market reached RMB2.4 billion, a market share of 62.0%. Chinese synthetic mica market
RMBI.5 billion, occupying a market share of 38.0%. With the future policy support such as the
Catalogue for the Guidance of Industrial Structure Adjustment ({7 3455488 H $%(20194F
ZA))), Frost & Sullivan estimates that the PRC mica market will reach RMB11.2 billion in 2025 with
a CAGR of 24.8% from 2021 to 2025, within which the synthetic mica market will reach RMB7.6
billion, occupying a market share of 67.9%.
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The diagram below illustrates that the percentage of natural mica and synthetic mica in terms of
sales revenue generated in the PRC during the period from 2016 to 2025 (estimated):

Chinese Mica Market by Segments (2016-2025E)

CAGR 2016-2020 2021E-2025E

RMB Million Chinese Mica Market 17.8% 24.8%
12,000.0 - Natural Mica Market 11.2% 8.2%
¥4, 60661 Synthetic Mica Market 35.2% 39.7% iz
10,000.0 {
9,000.0
8,000.0
7,000.0 4 6,866.9
6,000.0 - 5,562.3
5,000.0 4,631.3

3,876.1
4,000.0 S 3,282.1 : 7,619.5
zgg 2.014.6 2,371.9 — 5,017.9
1,000.0 - SN 2,002.1 e
0.0 L NYT 595. 0 798.6 1,095.0 i

8,370.1

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
[0 Natural micas [l Synthetic micas

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, Expert interview

The diagram below illustrates the development of the PRC mica pigment market by downstream
applications for the period from 2016 to 2025 (estimated):

Chinese Mica Market by Downstream Application (2016-2025E)

CAGR 2016-2020 2021E-2025E

Refractory materials 12.5% 8.8%

Pearlescent pigments 36.4% 29.5%

" Insulation materials 34.8% 38.5%

RMB Million Other materials 14.4% 11.0%

12,000.0 - 11,2241
10,000, 0 -
8,370.1

8,000, 0 4
6,000.0 4

4,000.0 -

2,000.0

0.0 -

2016 2017 2018 2019 2020 2021E 2022E 2023E 2024E 2025E
" Refractory materials [l Pearlescent pigments [lll Insulation materials | Other materials

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, Expert interview

In the PRC, the pearlescent pigments mica market grew at a CAGR of 36.4% from 2016 to 2020
and reached RMB301.3 million in 2020. Over the same period, the refractory materials mica market
grew at a CAGR of 12.5% and reached RMB 2,325.7 million, the insulation materials mica market
grew at a CAGR of 34.8% and reached RMB 810.8 million in 2020.
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The diagram below illustrates the development of the PRC mica pigment market by end user
industries for the period from 2016 to 2025 (estimated):

Chinese Mica Market by End-user Industries (2016-2025E)

CAGR 2016-2020 2021E-2025E
Pyrometallurgy market 12.5% 8.8%
RMB Million Autonthive market 40.7% 46.6%
Cosmetics market 41.3% 47.2%
12,000.0 - Electricity market 34.0% 37.8% 11,224.1
11,000.0 Home appliance market 39.1% 42.0%
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Pyrometallurgy market I Automotive market [l Cosmetics market
Electricity market M Others Home appliance market

Source: Frost & Sullivan, China Non-metallic Mineral Information Platform, Expert interview

The PRC is one of the most important synthetic mica markets in the world. There is a trend of
replacing natural micas with synthetic micas in end user industries, such as pyrometallurgy,
automobile, cosmetics and electricity, as synthetic micas possess superior characteristics and
continuously make breakthroughs in downstream applications.

FUTURE DEVELOPMENT OF THE MICA MARKET
Opportunities

— Expanding downstream sectors bring increasing demand for micas products: Mica
downstream sectors are sectors that use mica products as raw materials, including coatings,
pigments, welding electrode, rubber, plastics and new building materials. The development of
those downstream sectors will bring robust demand and immense market for micas, promoting
mics producers to transform from planned production to sales-based production

— Vertical integration from downstream sectors will improve industry efficiencies: Due to
factors such as environmental protection and mine exploitation costs in the PRC, most
downstream firms choose to import micas. To implement import substitution and reinforce
control on supply chain, some large downstream firms extend upstream which is helpful for
integrating dispersed production capabilities in mica industry and creating an effective cluster
of mica exploitation, production and downstream processing.

— Key technological breakthroughs in mica lithium extraction bring new market
opportunities: lithium is important raw material of new energy batteries. The PRC’s lithium
storage ranks the 4th globally but 80% of usage relies on imports, because the recovery rate is
low. But with recent breakthroughs, there can likely be a mica lithium industrial chain, reducing
dependence on imports
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OUR COMPETITIVE ADVANTAGES

Having considered the competitive landscape of the pearlescent pigment and synthetic mica
industries, our Directors consider that we have the following competitive advantages:

Strong research and development capability

Chesir Pearl has strong research and development capability, which has been the foundation for
it to achieve rapid growth and become an industry leader. In the past few years, Chesir Pearl has
overcome many industry bottlenecks with its strong research and development capability. Currently,
the company has three synthetic mica patents of invention: a preparation method of conductive silk
mica powder, wet synthesis of KMg;(AlSi;0,,)F, crystal powder, a 3D-effect magnetic pearlescent
pigment and its preparation method, winning gold and silver awards of Guangxi Inventions Exhibition
and Trade Fair.

Resistance against financial depression

Considering the financial depression caused by the COVID-19 lockdown, many markets are
suffering from business loss. However, the pearlescent pigment market is less sensitive to the
economic downturn many for the two reasons. First, pearlescent pigments are widely applied to
various industries such as cosmetic, automotive, coatings, etc., which may enable the pearlescent
market to mitigate the risk in the economic downturn. Second, the demand for pearlescent pigments
are rapidly growing driven by the resumption of work and production, considering its superiority in
chemical stability, uniform dispersion in water and glycerine, and good lustre. As one of the largest
pearlescent pigment producers in the PRC, Chesir Pearl has great resistance against financial
depression and hence may witness a sustainable growth in the near future.

Superiority value chain

Chesir has strong bargaining power in the value chain due to its advantage in the production of
raw materials, such as synthetic mica. Due to the ease to find substitute suppliers, its upstream
suppliers are likely to face stiff competition for its business, providing it with strong bargaining power
against its upstream raw material suppliers.

Also, the use of technology enable Chesir Pearl to remain dominant in the value chain. For
example, it invented self-developed synthetic mica production method, such as: a wet synthesis
method for preparing KMg;(AlSi;0,,)F, crystal powder, a method for preparing conductive sericite
powder. With these technologies, Chesir Pearl’s pearlescent pigments are widely used in various
downstream areas and have sustainable advantage in the value chain.
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OVERVIEW

We are the largest pearlescent pigment producer in the PRC market as measured by revenue in
2020 with a market share of 11.0%, according to the Frost & Sullivan Report. In the global market,
we are the fourth largest pearlescent pigment producer as measured by revenue in 2020 with a market
share of 3.0%. Our principle products include natural mica-based and synthetic mica-based
pearlescent pigment products. Pearlescent pigment products are generally used as colourants in a wide
range of industrial and non-industrial applications. The synthetic mica-based pearlescent pigment
market is in a state of rapid development and accounted for 15.8% of the PRC pearlescent pigment
market of RMB4,843.9 million in 2020. The market size of the global pearlescent pigment market
reached RMB18.9 billion in 2020, in which the synthetic mica-based pearlescent pigment market
accounted for a market share of 11.7%.

Our business principally focuses on the production and sales of a comprehensive portfolio of
pearlescent pigment products for use in diverse applications and industries, including industrial
coatings, plastics, textiles and leather, cosmetics and automotive coatings. We are a midstream
producer in the value chain of pearlescent pigment industry. Our pearlescent pigment products can be
broadly divided into (a) natural mica-based pearlescent pigment products; (b) synthetic mica-based
pearlescent pigment products; (c) glass flake-based pearlescent pigment products; and (d) silicon
oxide-based pearlescent pigment products, and they are sold to customers in the PRC and more than
30 countries and territories in Asia (excluding the PRC), Europe, Africa and South America under our
brand of “Chesir Pearl” CHESIR - In addition, we also produce and sell synthetic mica powder of
different granule sizes whiCh can be used for the production of different grades of pearlescent pigment
products (including those used in cosmetics, ceramics and automotive applications) and also as raw
materials for the production of functional fillers, insulating materials, refractory materials and
nickel-hydrogen batteries.

On 19 March 2015, trading of the shares of Chesir Pearl commenced on NEEQ. However, we
believe a [REDACTED] on an internationally recognised stock market is more advantageous to our
future business development. On 23 September 2019, the listing and quotation for trading of the
shares of Chesir Pearl on NEEQ was withdrawn upon the approvals of the shareholders of Chesir
Pearl. In October 2019, we started exploring the possibility of restructuring of Chesir Pearl and
[REDACTED] of our Company on the Stock Exchange. As of the date of the NEEQ Listing
Withdrawal, Chesir Pearl had 141 equity holders.

LISTING ON NEEQ AND NEEQ LISTING WITHDRAWAL

On 19 March 2015, all issued shares of Chesir Pearl were listed and quoted for trading on NEEQ
(stock code: 832080). On 23 September 2019, the NEEQ Listing Withdrawal was effective.

Chesir Pearl raised a total of RMB448.1 million by issuing new shares when its shares were
listed and quoted for trading on NEEQ. The market capitalisation of Chesir Pearl at the time of the
NEEQ Listing Withdrawal was RMBI1.1 billion based on the closing price of each share of Chesir
Pearl of RMB9.18 on NEEQ and 116,773,467 shares of Chesir Pearl in issue. See the paragraphs under
“Fund raising activities of Chesir Pearl when its shares were listed and quoted for trading on NEEQ”
below for further information on the fund raising activities of Chesir Pearl and the proposed and
actual usages of the net proceeds raised.

As trading on NEEQ is restricted to qualified investors using a market maker approach, the
trading volume of the shares of Chesir Pearl remained low and our corporate profile was not enhanced
with the shares of Chesir Pearl quoted for trading on NEEQ. Against this background, in October
2019, following the NEEQ Listing Withdrawal, we started to explore the possibility of restructuring
of Chesir Pearl and [REDACTED] of our Company on the Stock Exchange, which would allow us to
have direct access to the international capital markets and build on our reputation to attract
international investors as well as to recruit, motivate and retain management personnel.

The NEEQ Listing Withdrawal was approved by a majority of the then equity holders of Chesir
Pearl at an extraordinary general meeting (the “Chesir Pearl Extraordinary General Meeting”) of
Chesir Pearl held on 2 August 2019. As part of the arrangements for the NEEQ Listing Withdrawal,
Chesir Pearl also announced that Hongzun Investment and Mr. SU had undertaken to purchase or
would procure third-party investors to purchase such number of shares of Chesir Pearl at such prices
from the then minority equity holders of Chesir Pearl, so that those equity holders could realise their
equity investments in Chesir Pearl after the NEEQ Listing Withdrawal without incurring any loss as
compared with their investment cost. Such undertakings resulted in various transfers of the shares of
Chesir Pearl which took place during the period from the NEEQ Listing Withdrawal to the date of
commencement of the Reorganisation. See the paragraphs under “Corporate history of our subsidiaries
in the PRC — Chesir Pearl — Transfers of shares of Chesir Pearl following the NEEQ Listing
Withdrawal” below for further information.

In May 2015, when the shares of Chesir Pearl were listed and quoted for trading on NEEQ,
Chesir Pearl raised a total of RMB144.0 million by issuing 20,000,000 shares at a price of RMB7.2
per share. Chesir Pearl had used the proceeds from the new issue of shares prior to obtaining the letter
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of registration of new shares issued by NEEQ. Our Directors confirm that Chesir Pearl had utilised
the proceeds in conformity with the proposed use of proceeds at the relevant time. As a result, NEEQ
conducted a regulatory meeting (%) ﬁ%ﬁ?%ﬁ) with Chesir Pearl on 18 August 2015 and determined that
Chesir Pearl had not used the proceeds from the new issue of shares in full compliance with the
relevant regulatory guidelines. See the section headed “Business — Non-compliance matters” in this
document for further information. As advised by our PRC Legal Advisers, our Directors confirm that,
save as disclosed in the section headed “Business — Non-compliance matters” in this document,
during the period in which the shares of Chesir Pearl were listed and quoted for trading on NEEQ,
Chesir Pearl was in full compliance with all applicable PRC securities laws and regulations in the PRC
in all material respects. None of Chesir Pearl or any director or supervisor of Chesir Pearl is subject
to any disciplinary action imposed by the relevant regulators in the PRC (including CSRC and its
despatched units).

Based on the independent due diligence performed by the Sole Sponsor, nothing has come to the
attention of the Sole Sponsor that would entail the Sole Sponsor to disagree with the views of our
Directors above.

Previous plan for A-share listing

When the shares of Chesir Pearl were listed and quoted for trading on NEEQ, Chesir Pearl
entered into a pre-listing tutoring engagement agreement with a sponsor in the PRC, which is an
indirect holding company of the Sole Sponsor, that is registered with the CSRC in September 2019
for the purpose of exploring the possibility of changing the listing of the shares of Chesir Pearl to one
of the two recognised stock exchanges in the PRC. As part of the preparation works for such
preliminary listing plan, on 8 October 2019, Chesir Pearl filed a notice of pre-listing tutoring for
A-share listing application with the local office of CSRC in Guangxi Zhuang Autonomous Region.

We have, however, subsequently considered that a [REDACTED] on the Stock Exchange would
be more favourable to our business development. We have then changed our plan and proceeded with
the Reorganisation for the purpose of the [REDACTED]. On 16 October 2020, Chesir Pearl terminated
the pre-listing tutoring engagement agreement with the sponsor in the PRC on 19 October 2020,
Chesir Pearl filed a notice of cessation on the pre-listing tutoring with the local office of CSRC in
Guangxi Zhuang Autonomous Region. No formal listing application has been submitted by Chesir
Pearl to CSRC.

Our Directors confirm that there are no matters relating to the pre-listing tutoring of Chesir Pearl
would affect our Company’s suitability for the [REDACTED] or otherwise require to be brought to
the attention of the Stock Exchange and the investors of the [REDACTED]. Based on the independent
due diligence performed by the Sole Sponsor, the Sole Sponsor is not aware of any matter relating to
the Company’s previous plan for A-share listing which would affect the Company’s suitability for the
[REDACTED].

BUSINESS DEVELOPMENT AND MILESTONES
Business development up to 2017

Chesir Pearl was established in March 2011 with the business development strategy to focus on
“Four Pioneers” in terms of technology, operation scale, management and corporate culture, and the
establishment of production facilities with initial designed annual production capacity of (a) 10,000
tonnes of pearlescent pigment products and (b) 5,000 tonnes of synthetic mica powder products. The
following sets forth the key business development phases of Chesir Pearl:

(1) From March 2011 to December 2012, being the initial investment phase: Chesir Pearl was
established in the PRC with the initial equity investment of RMB2.0 million by Hongzun
Investment and Mr. ZHANG Chuanchang, an Independent Third Party. Such initial equity
investment was used for preliminary preparation, such as obtaining the approvals for the
construction of factory and ancillary buildings and related facilities comprising our Phase 1
Production Plant.

(2) From December 2012 to June 2014, being the construction phase: Chesir Pearl completed the
construction of the factory and ancillary buildings’ production facilities, staff quarters and
environmental protection facilities. The then designed annual production capacity was 4,200
tonnes of pearlescent pigment products as of June 2014.

(3) From June 2014 to June 2015, being the trial production phase: Chesir Pearl commenced its trial
production for the purpose of determining the parameters involved in the production process.
Chesir Pearl also started various marketing and promotional activities of its products in different
regions in the PRC. During the year ended 31 December 2015, Chesir Pearl recorded significant
amounts of operating expenses and expenses which had been incurred on product research and
development activities. The then production capacity increased to 5,800 tonnes of pearlescent
pigment products as of 31 December 2015.

(4) From July 2015 to December 2017, being the ramp up phase in sales and production: Chesir
Pearl continued to develop and promote its new products, improve and fine-tune its production
facilities, and increase the automation level, adjust the production line management systems and
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expand the sales coverage to different PRC regions. The year of 2016 was the first year that
Chesir Pearl recorded profit from its operation. The then production capacity was increased to
7,392 tonnes of pearlescent pigment products as of 31 December 2016 and further increased to
7,968 tonnes of pearlescent pigment products as of 31 December 2017.

See the section headed “Financial Information — Summary of Business Development of Chesir
Pearl prior to the Track Record Period — Overall development” in this document for further

information.

Business milestones

The table below sets forth our key business milestones:

Month/Year

Business milestones

January 2014
January 2014

June 2014
August 2014

October 2014

December 2014

January 2015

March 2015
April 2015

May 2015

June 2015
August 2015

September 2015

December 2015

August 2016

November 2016

Shanghai Multicolour was established.

Chesir Pearl received the award of “National AAA-level Credit Quality
Enterprise” (Bl X AAAS(E HE &1 3).

Our Phase 1 Production Plant commenced commercial production and sales of
natural mica-based pearlescent pigment products.

Chesir Pearl was converted from a limited liability company into a joint stock
company with limited liability by shares.

Chesir Pearl received the gold award and the silver award in the Gua%xi
Invention Creation Exhibition and Trade Fair Project (VY 55 W) 80 o R e
Lo EIEH).

Liuzhou City Pearlescent Effect Material Engineering Technology Research
Centre (MIJN T BREA B TREFE A JE f0>),” being part of the business

establishment of Chesir Pearl, was established.
Chesir Pearl produced 31 natural mica-based pearlescent pigment products.

In anticipation of the growing demand for synthetic mica-based pearlescent
pigment products in both the PRC and international markets and to diversify
our portfolio of pearlescent pigment products, Chesir Pearl commenced the
research and development on synthetic mica flakes and synthetic mica-based
and glass flake-based pearlescent pigment products.

Chesir Pearl received the quality accreditation of GB/T 19001-2008/ISO
9001:2008 for our quality management system.

Trading of the shares of Chesir Pearl commenced on NEEQ (stock code:
832080).

Chesir Pearl commenced commercial production of synthetic mica-based
pearlescent pigment products and synthetic mica powder products.

Chesir Pearl completed first issue of new shares following listing and
quotation on NEEQ and raised RMB144.0 million from the investment public
in the PRC.

Chesir Pearl commenced sales of glass flake-based pearlescent pigment
products.

Chesir Pearl obtained the accreditation of the Enterprise Technology Centre
(A ZEH T L) in Guangxi Zhuang Autonomous Region.

Chesir Pearl commenced sales of synthetic mica-based pearlescent pigment
products.

Chesir Pearl obtained the quality certification for Environmental Management
Systems (R4 HH R).

The product portfolio of Chesir Pearl increased to 136 products comprising 99
natural mica-based pearlescent pigment products, 17 synthetic mica-based
pearlescent pigment products and 20 glass flake-based pearlescent pigment
products.

Chesir Pearl was recognised as a “Guangxi Famous Branded Product”

(JE TG 22 JLEE ).

Chesir Pearl commenced research and development on the production of
silicon oxide-based pearlescent pigment products to diversify our portfolio of
pearlescent pigment products.
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Month/Year

Business milestones

December 2016

February 2017
May 2017

September 2017

December 2017

July 2018

June 2019

September 2019

December 2019
November 2020

November 2020

Chesir France was established by Chesir Pearl.

The product portfolio of Chesir Pearl increased to 204 products comprising
103 natural mica-based pearlescent pigment products, 78 synthetic
mica-based pearlescent pigment products and 23 glass flake-based
pearlescent pigment products.

Chesir Pearl obtained the silver award for the Guangxi Invention Creation
Exhibition and Trade Fair Project (J& /4 #¥ A% R R E A % & IHH).

Our synthetic mica powder products were certified according to the Japanese
Standard of Quasi-drug Ingredients Standards.

Chesir Pearl obtained IATF16949:2016 certification, the quality certification
fgor Automotive Industry Quality Management Systems (JRHLIT 3 H &% A
/. \).

Chesir Luzhai was established by Chesir Pearl.

Chesir Pearl was accredited as a National Intellectual Property Superior

Enterprises (15 5 Ak 2 #E (B S A 2).

Chesir Pearl was accredited as an Innovative Technolggﬁ Exemplary
]E,/p}gr rise in Guangxi Zhuang Autonomous Region (& P H i [ £ 1l 1% 2~
AR ZE).

Chesir Pearl completed a follow-on share offering and raised RMB304.1
million from the investment public in the PRC.

Chesir Pearl was recognised as a Top 100 Guangxi Non-Resident
Manglifacturing Enterprise for the year of 2019 (20194F J& /§ [ {2 ik 2E
1005 ).

The NEEQ Listing Withdrawal was completed.

Chesir Pearl commenced sales of silicon oxide-based pearlescent pigment
products.

Chesir Pearl renewed the accreditation of New High-Technology Enterprise
(3 H T 4 %), which was first obtained in July 2014,

We completed the [REDACTED] Investments by Guidong Electric, GX Land
& Sea and Mr. SU.

CORPORATE HISTORY OF OUR SUBSIDIARIES IN THE PRC

Our principal subsidiaries are Chesir Pearl, Chesir Luzhai and Shanghai Multicolor. The diagram
below illustrates our shareholding and corporate structure immediately after the NEEQ Listing
Withdrawal, i.e. 23 September 2019:

51.0% 49.0%

Hongzun Investment Guidong Electric GF Qianhe 137 individual and institutional
(PRC) (PRC) equity holders of Chesir Pearl

Note:

‘42.61% ‘ 8.56% ‘ 3.79% 3.65% 41.39%
Chesir Pearl
(PRC)
60.04%" 100% 100%
Chesir Luzhai Shanghai Multicolor Chesir France
(PRC) (PRC) (France)

(1)  The remaining 39.96% equity interest in Chesir Luzhai is owned by Guangxi Industrial Investment.
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Chesir Pearl
Changes in the equity holders and new equity investments from the date of establishment

On 29 March 2011, Guangxi Pearl Pigment Co., Ltd. (J& PGEkEEE BT FR /A F]) was established
in the PRC as a company with limited liability and had an initial registered capital of RMB2.0 million,
of which Hongzun Investment agreed to contribute RMB 1.4 million and Mr. ZHANG Chuanchang, an
Independent Third Party, agreed to contribute RMBO0.6 million. Hongzun Investment and Mr. ZHANG
Chuanchang had paid RMB280,000 and RMB120,000, respectively, at the time of establishment. On
17 May 2011, Guangxi Pearl Pigment Co., Ltd. (& /i 2k 6 BURHA BR Y ) changed its name to Guangxi
Chesir Pearl Effect Material Co., Ltd. (J& VgL @ ER LB KA FRA F]) (“Chesir Pearl Effect”).

The principal business activities of Chesir Pearl Effect included research and development,
production, trading and sales of pearlescent pigment products, coatings, mica and related products,
raw materials and semi-finished products.

Chesir Pearl Effect changed its name to Guangxi Chesir Pearl Material Co., Ltd. (& 7§ L a2kt
MBI AR A FRZA 7)) on 28 August 2014. In contemplation of the listing and quotation for trading of
its shares on NEEQ, at the extraordinary general meeting of Chesir Pearl Effect on 23 July 2014, the
shareholders of Chesir Pearl Effect approved, among other matters, the conversion of Chesir Pearl
into a joint stock company with limited liability. Upon completion of the conversion on 28 August
2014, the share capital of Chesir Pearl was RMB60.0 million divided into 60,000,000 shares of
RMB1.00 each, of which Hongzun Investment, Mr. JIN, Mr. YANG Lunquan and Ms. XU Rong held
51,094,800 shares, 5,677,200 shares, 2,988,000 shares and 240,000 shares, representing 85.16%,
9.46%, 4.98% and 0.40% of the share capital of Chesir Pearl, respectively. Mr. YANG Lunquan is our
deputy general engineer and Ms. XU Rong was one of the directors of Chesir Pearl during the period
from August 2014 to December 2015.

Following the listing and quoted for trading of the shares of Chesir Pearl on NEEQ, Chesir Pearl
completed a new issue of 20,000,000 shares to eight individual investors and four institutional
investors at a price of RMB7.2 for each share. Such new issue was approved at the extraordinary
general meeting of Chesir Pearl held on 6 April 2015. The new share issue was completed in May 2015
and RMB144.0 million was raised in this share offering. Guidong Electric subscribed 10,000,000
shares, representing 12.03% of the then enlarged share capital of Chesir Pearl, in this offering and
first became one of the equity holders of Chesir Pearl. Save for Guidong Electric and one institutional
investor, which was an Independent Third Party and subscribed for 5,082,000 shares of Chesir Pearl,
representing 6.12% of the then enlarged share capital of Chesir Pearl, none of the remaining 10
investors held more than five per cent. of the issued shares of Chesir Pearl.

After a series of share transfers and issues of new shares, Chesir Pearl had a registered capital
of RMB&3,100,000 on the date of commencement of the Track Record Period, i.e. 1 January 2018, and
the then equity holders of Chesir Pearl were as follows:

Number of issued Equity
shares of Chesir holding

Name of the equity holders of Chesir Pearl Pearl held percentages
(%)

Hongzun Investment. . . . . . . . . .. . e 49,757,800 59.88
Guidong Electric . . . . . . . . 10,000,000 12.03
ML JIN. Lo 4,677,200 5.63
China Merchants Securities Co., Ltd (AR ARAF) . .. .. ... ... ... ... . 2,714,000 3.27
YANG Lunquan (BBZA2) . . . . . . . . 2,354,000 2.83
WANG Huanbo (EMUE). . .. . . . 1,570,000 1.89
CHEN Peiyong (BRIGEHT) . . . . . o 1,506,000 1.81
HUANG Ying (BE58) . . . . o 1,322,000 1.59
DENG Xiaohua (XBIEAE). . . . . . . 1,000,000 1.20
Qihong Huizhi NEEQ No.l Fund (FEMNCEB =M —534) . . ... ... .. .. ... ... 975,000 1.17
CMS Zhiyuan NEEQ No.2 Collective Asset Management Plan

BN =T AR . 886,000 1.07
XIA Rongfei (O K) . . . .o 720,000 0.87
CMS Zhiyuan NEEQ No. 3 Collective Asset Management Plan

FEREEH =S T AR . . 650,000 0.78
ZHANG Xianchao (JKAIER) . . . . . . . . . 549,000 0.66
QIN Jiying (FZLTL) . . . o 544,000 0.65
Ping An Securities Co., Ltd. CFZIEFRRERRAR) .. ... o 507,000 0.61
Western Securities Co., Ltd. (FUFUESBATARRATN. . . . . .. .. . . 481,000 0.58
ZHU Qingyu CRIKE) . . .. 406,000 0.49

Subtotal 80,619,000 97.01
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Number of issued Equity
shares of Chesir holding
Name of the equity holders of Chesir Pearl Pearl held percentages
(%)
Qihong Huizhi NEEQ No.5 Fund (HEMCRER =MRAS5HE) ... ... . ... 385,000 0.46
CITIC Securities NEEQ Enhancement No.1 Collective Assets
(PSSR SO L TR . 330,000 0.40
Industrial Securities Co., Ltd. COUVIEFHRBMARAT). . . . ... ... . . . 332,000 0.40
SUN Huaiging (FMRIR) . . .o oo 240,000 0.29
Sealand Securities Co., Ltd. (EVFIEFHRRMBERAE). . . ... oo o 187,000 0.23
BAO Lianping () . . . . o 129,000 0.16
FENG Dagong (BRI) . . ..o 131,000 0.16
Caising Securities Co., Ltd. (MM EWHFBMGBARIATAR) . .. ... ... ... 131,000 0.16
YANG Keji (FIBEE) . . o oo oo 111,000 0.13
PAN Litan (). . . . 108,000 0.13
XU Rong (FFFE). . . . 88,000 0.11
25 individual and institutional equity holders of less than 0.1% each . . ... ... ... .. 309,000 0.36
Subtotal 2,481,000 2.99
Total 83,100,000 100.00

Note: Except for Hongzun Investment, Guidong Electric and Mr. JIN, all equity holders are Independent Third Parties. Mr.
YANG Lunquan is currently an employee of our Group. See the section headed “Business — Intellectual Property” in
this document for further information. Ms. XU Rong was one of the directors of Chesir Pearl during the period from

August 2014 to December 2015.

At the extraordinary general meeting of Chesir Pearl held on 16 February 2019, a new issue of
33,673,467 shares to 13 institutional investors at a price of RMB9.03 for each share was approved.
The new share issue was completed in June 2019. None of these 13 institutional investors, who are
Independent Third Parties, held more than five per cent. of the equity holding of the then enlarged
share capital of Chesir Pearl. The table below sets forth the investors who have been issued

33,673,467 new shares of Chesir Pearl:

Number of Equity
shares holding
Name of investors of the shares of Chesir Pearl issued percentages Consideration
(%) (RMB)
Shangrong Baoying (Ningbo) Investment Center L.P.

(ﬁifﬁi%ﬁ(??}iﬁéﬁ DAERREK) . 4,986,000 4.27  45,023,580.00
Haifu Changjian Growth‘EgElity Investmentﬁ-lubei) L.P.

(r@a&vlﬁkiﬁ%%ﬂﬁ%(rﬁﬂ VAR EBREEK) .. 4,429,679 3.79  40,000,001.37
GF Qianhe. . . . .. .. ... 4,429,679 3.79  40,000,001.37
Hangzhou Weixin}g Zhichen Eﬂ\uity Investment L.P.

(FeINA R R AR G ERELK) .o o 3,322,260 2.85  30,000,007.80
Zhejiang Venture Investment Group Co., Ltd. (WL & G RERFRAH) .. 3,320,000 2.84  29,979,600.00
Hangzhou Top; uan Youke Venture Capital L.P.

(BTN E ST %{@Jik&%é*{kﬁik(ﬁrﬁ%{k)) ..................... 2,770,000 2.37 25,013,100.00
Tibet Golden Sunflower Capital Management L.P.

(PR B AT HAREAHRAIK) ... 2,220,000 1.90  20,046,600.00
China-Belgium Direct Equity Investment Fund (5 [El-Hb | Ik B4 A% 7 2L 42) 2,214,840 1.90  20,000,005.20
Beijing Jiahua Huijin Investment Management Co., Ltd. — Ningbo Meishan

Bonded Port Area Huazhen Equity Investment L.P. (AL5Uza4R 4 45 2L

FBRATE — T WAL PR B X AR AR B A I (R ALK ... L 1,661,130 1.42  15,000,003.90
Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded

Port Area Fengrong Investment Management L.P, glﬁ%ﬁﬂ;ﬁ{r,ﬁﬂiﬁﬁﬁﬁﬁ

W] — TR X R S E LS I T R Atk L 1,654,029 1.42  14,935,881.87
Qingdao Jin Yi irjf Control Venture Investment Center L.P.

(FHBEESZ R P OAERAK) 1,558,140 1.33  14,070,004.20

27.88 294,068,785.71

Subtotal 32,565,757

- 105 -




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.
HISTORY, DEVELOPMENT AND REORGANISATION
Number of Equity
shares holding
Name of investors of the shares of Chesir Pearl issued percentages Consideration
(%) (RMB)
Shanghai Shangrong Juyuan Equity Investment Center L.P.
(L%@ﬁﬁﬂ%%ﬁiﬁf’iz FOLEBEAK) 554,000 0.48  5,002,620.00
Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded
Port Area Fengrong Investment Management L.P. — Ningbo Meishan
Bonded Port Area Fenghui Investment Management L.P. éjKEiEE’J?FﬁZFﬁ
FEABRA T — TR AR ORBLHE X R ek AR EIK) .. ... 553,710 0.48  5,000,001.30
Subtotal 1,107,710 0.96 10,002,621.30

Total 33,673,467 28.84 304,071,407.01

At the Chesir Pearl Extraordinary General Meeting, the NEEQ Listing Withdrawal was approved

by a majority of the then equity holders of Chesir Pearl.

See the paragraphs under “Fund raising activities of Chesir Pearl when its shares wer
quoted for trading on NEEQ” below for further information on the fund raising activitie
Pearl and the proposed and actual usages of the net proceeds raised.

After the above issue of new shares and immediately after the NEEQ Listing Withdra

e listed and
s of Chesir

wal, Chesir

Pearl had a registered capital of RMB116,773,467 and was held by the following 141 equity holders

as of 23 September 2019:

Number of
issued shares Equity
of Chesir holding
Name of equity holders of Chesir Pearl Pearl held percentages
(%)

Hongzun Investment . . . . . . . . . . e 49,757,800 42.6105
Guidong Electric . . . . . . .. . 10,000,000 8.5636
Hangzhou Weixing Zhichen Equity Investment L.P. (HuJH {24 R % & Ak ( FRA1K)) 5,622,260 4.8147
Shangrong Baoying (Ningbo) Investment Center L.P. (Wifil 5 & (T )& O RAEK) .. .. 4,986,000 4.2698
Zhejiang Venture Investment Group Co., Ltd. (ILE GV REFRARAR]) . ... ... .. .. 4,760,000 4.0763
GF Qianhe . . . . . . . . 4,429,679 3.7934
Haifu Changjiang Growth Equity Investment(Hubei) L.P. (/& K VLK BAGRE 7F(#140) &1k 4>

ﬂ(ﬁﬁﬁ%fk)) ................................................ 4,429,679 3.7934
Mr JIN Lo 4,265,200 3.6525
Hangzhou Tongyuan Youke Venture Capital L.P. (bu/N M oARRMANE B3 Ak (F RE1K) . . 2,770,000 2.3721
ZHU Qingyu (RIKE) . . . o 2,682,000 2.2968
Tibet Golden Sunflower Capital Management L.P. (P4 25 {E SEAE AR IL(AHRELK) . . 2,220,000 1.9011
China-Belgium Direct Equity Investment Fund ("['[E-LCRIN B A e 4:) . .. . . . . .. 2,214,840 1.8967
HUANG Ying (BEZE) . . . .. 1,972,000 1.6887
Beijing Jiahua Huijin Investment Management Co., Ltd. — Ningbo Meishan Bonded Port

Area Huazhen Equity Investment L.P. - .

(AL E BRI GG A BRA 5] — 7 A L RBEHS X AL BR PR B A KA (B BR A1) . . .. 1,661,130 1.4225
Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded Port Area

Fengrong Investment Management L.P. - N

AL e I AR A BRA A — TR ML RBLE X R E G L AHRELK) ... .. 1,654,029 1.4164
Qingdao Jin Yi Qing Control Venture Investment Center L.P. (75 55 1 %5 4 256 1 4% 9% 0o (B BR A 1K) 1,558,140 1.3343
CHEN Peiyong (BRIGFHR) . . . . . 1,421,000 1.2169
Three equity holders holding 0.5% - 0.99% of the shares of Chesir Pearl, which are

Independent Third Parties . . . . . . . . . . . . e 2,258,000 1.9337
Five equity holders holding 0.3% - 0.49% of the shares of Chesir Pearl, which are

Independent Third Parties . . . . . . . . . . . . e 2,701,710 2.3136
116 equity holders holding less than or equal to 0.29% of the shares of Chesir Pearl, which

are Independent Third Parties . . . . . . . . . . .. L 5,410,000 4.6330
Total 116,773,467 100.00

Note: Except for Hongzun Investment, Guidong Electric and Mr. JIN, all equity holders are Independent Third Parties.
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Transfers of shares of Chesir Pearl following the NEEQ Listing Withdrawal

Because of the share purchase undertakings given by Hongzun Investment and Mr. SU, there
were 69 completed transactions involving the transfer of an aggregate of 27,493,141 shares of Chesir
Pearl to new purchasers or the then equity holders of Chesir Pearl following the NEEQ Listing
Withdrawal. These share transfers did not involve any new issue of shares by Chesir Pearl, and Chesir
Pearl did not receive any amount of consideration from these share transfers. The directors of Chesir
Pearl confirm that the terms of these share transfers (including the selling prices and the number of
shares of Chesir Pearl involved) were negotiated between the transferors and the transferees and that
Chesir Pearl only facilitated the transfers by updating the register of members of Chesir Pearl. The
table below sets forth a list of transferors and transferees and amount of consideration involved in
relation to the transfers of shares taking place after the NEEQ Listing Withdrawal and the
commencement date of Reorganisation:

Number of issued

shares of Chesir Price per
Transferors Transferees Pearl transferred Share®
(RMB)

Liuzhou Ron yi Investment Co., Ltd.
A S AT B

Shanghai Shangrong Juyuan Equn)/
Investment Center L.P. ( (L%r'i
BEVEIBAAL T D (A BRAAK))

Shenzhen Qianhai Lihui Fund
Management Co., Ltd. (RYIH1HET1
RS EEA rﬁl%ﬁ?)

YAO Xuemei (Bk5tH). ... ... ...

CAI Bin (%:4t)
WANG Chunming (EF#) .. .. ..
CHEN Peiyong (BRIGH). . ... .. ..
DAI Lihua (ft4L42)
DENG Xiaohua (XpIbe4E)
DU Hesong (FESMY). . ... ... ...
FAN Depeng (JE@M) . ... ... ...
GEMa (B, ..............
Guan a Investment Holdings Limited
TR A A A B D)
GUO Kaixi (FR480%) . . . . . ... . ..
HONG Bin «ﬁmt
HONG Ying (i;t%ﬁ) ............
HUANG Baoying (BHBY . . ... ..
HUANG Ying (¥4). . . ... .....
LIU Lei (X&) . ... ... ... ...
QI Chengen (AR . .. ... ...
QIN Jiying (Eﬂ%) ...........
Shanghai Shangrong Juyuan Equity
Investment Center L.P. (Vi il
RV 7 s ﬁFEuU(
Shanghai Yuyin J:/E;FFJ .AlkAiﬁl’ﬁ
WA BRZA %) ..............
Shangrong Baoying (Ningbo
In%e%trﬁent (%,en{ger( L. Pg F'j)ﬁﬂliﬁ
(T ‘ﬁ%thb(ﬁliﬁ/a\{}()) ......
TANG Wenhua (JE3XC4). ... ... ..
XU Hao (%)
YANG Keji (M), . ... ... ...
YAO Minwei (Bkff). . ... ... ..
YU Qing (RJK). . ... .. ...
ZHANG Guohua (JKE4). . . ... ..
ZHANG Yuqing ({KF¥H) . . ... ...
ZHAO Xin (#3F)
ZHENG Kezhong (KSF[HE) . . ... ..
ZHU Pingdong (RFAR). . .. ... ..
ZHU Ting (51%11%) .............

Subtotal

e

CHEN Cheng (M)

CHEN Lizhen (MFFE)

CHEN Yu (FF)

DAI Rong (#5¢

ﬁ

Furui Innovation (Xia Men) Emerging
Industry Investment Partnership

Entreprise (lelted Partnership) (fi% &l

RO DB L BB S KAk (ARG 1K)
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35,000

100,000

210,000

670,000

51,000
15,000
631,871
50,000
198,682
35,000
1,000
12,000
5,000

1,000
12,000
20,000

2,000

1,104,693

1,000
11,000
10,000

103,000

5,000
43,303

4,000
10,000
111,000
10,000
60,000
3,000
20,000
3,000
35,000
96,000
1,000

3,680,549

Not applicable
(for a total
consideration of
RMBI.0)

10.12

Not applicable
(for a total
consideration of
RMBI.0)

8.88

9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03

9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
10.2

9.03

10.07

9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
9.03
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Number of issued

shares of Chesir Price per
Transferors Transferees™ Pearl transferred Share®
(RMB)
ZHU Xiuwei (RFEfF) . ... ... ... Furui Innovation (Xia Men) Emerging 21,000 9.03
ZHU Yimin (R#R). . . ... .. ... Industry Investment Partnership 82,000 9.03
Entreprise (Limited Partner@hlp) i 25
FEE T DFOE = M BFE AR AAL(A BRAK))
Shangrong Baoying (ngbo) HONG Jiangxin (HLL%) 2,000,000 10
Investment Cente
(R (BB s TR 1) \
DENG Xiaohua (XBWe4E) . . . ... .. HU Yongxiang (%7K #) 3,200 9.03
Mr. JIN . ... LI Aiming (2% W) 800,000 9.8
CHEN Peiyong (FR}G5H) .. ... ... 332,863 9.95
Hangzhou Tongyuan Youke Venture s 2,770,000 9.95
Capitl L P, (LM oL LI Sun (=)
HatkdbAEREK) .
HUANG Ying (¥%%) ... ....... 135,637 10
GAO Yudan (B3P ... ... 37,000 9.17
Tianjin Yixinan Asset Management ) N 11,000 11
Co., Ltd.-Yixinan Asset LIANG Weisen (Z1fi%F)
Manz}gement Xinan Phase 6 (ﬁg
S E AR
WEEZH) ..
Mr JIN .. LIU Jiaxin (XIf£#) 400,000 9.8
China-Belgium Direct Equ LIU Zhihe (X#7) 1,107,420 10.37
Investment Fund ‘:Pi Hfﬂlt" I %
by
GF Qianhe . ... ... ... ...... Liuzhou Dice Hon%ze Enterprise 3,000,000 10
ana}gement L.P. (Wi ﬁﬁ?l"% F A A R
AR RS
HE Fumei (f[di#). . .. ... ... .. LOU Junwei (&ﬂ@k 10,000  Not applicable
(for a total
consideration of
RMBI.0)
CHEN Peiyong (FRK5H) . ... .. .. 456,266 9.03
Haifu Changjiang Growth Equlti 2,214,839 10.37
Investment(Hubei) L.P. AN
M BB A ORI A ol -
Ry o LUO Lingtao (3% )
LUO Yizhong (X&) . ... ... .. 218,000 10
Tibet Golden Sunﬂower Capital 2,220,000 10.08
Mane}gement L.P. (VU4 S5 A B A
LA KAl ﬁﬁEAU( .......
Shanghz% Junfu (LR ERREE 20,000 9.03
FBRAFN ..o Mr. SU
LU Jianmin (RE&E30). ... ... .. .. 11,000 9.03
Shangrong Baoying (Ningbo) bo Jingzhu Investment L.P. (‘T 50 2,656,000 9.97
Investment Center L.P. (54 ]Lf‘ﬁ/\f)(ﬁlk HBRA1K))
(T (A KE’a\{k)) ......
Shangrong Baoying (Ningbo) 286,697 10.03
Investment Center L.P. (WiFl=%& ) .
(7 e B P ﬁ[s@,lm ,,,,,, OU Zhichuan (¥k&)1)
YU Lanzhi (R%Z) .. ... ... ... 316,000  Not applicable
(for a total
consideration of
RMBI1.0)
HUANG Ying (%), . . ... ... .. SHEN Jinshui (L5#7K) 500,000 10
Subtotal 19,608,922
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Number of issued

shares of Chesir Price per
Transferors Transferees'" Pearl transferred Share®
(RMB)
Shanghai Shangrong Juyuan Equity WEI Jia (1ifF) 351,000 9.97
Investment Center L.P. ( (@I'éﬂﬁ‘ﬁl

BV 5 O (7 BRA 1K)
LU Jianmin (Wi#&30) . ... ... ... @ 5,000 9.03
WANG Chunming (E&M). . .. . . . } WEI Seguang (147 19,000 9.03
HUANG Ying (34%9). . . ... ... .. ZENG Jianwen (‘& fi#30) 102,040 9.8
HUANG Ying (#%). . ... ... ... ZHANG Wenhong (3K3CT) 129,630 10
Bel%mg Bangchen Culture Ltd (dbst ZHAO Guojie (HE) 120,000 9.735

FESCALARAR). ... ..
LEI Shuying ( Ea(ﬂ(ﬂ .......... \ 150,000  Not applicable

(for a total
consideration of
RMB1.0)

CHANG Shuanzhu (¥4 ... ... } ZHAO Yuting (2% 60,000  Not applicable

(for a total
consideration of
RMBI1.0)

SUN Hongzhi (JAZEFE) . .. ... ... ) 585,000  Not applicable

(for a total
consideration of
RMB1.0)

ZHU Qingyu (RIKE). . ... ... .. Zhuhai Gejin Guangfa Xinde Intelligent 2,682,000 10

Manufacturing Industry Investment Fund

Iﬁk(@i‘% JURAR TR RE i B R
ﬁ FRA 1K)

Subtotal 4,203,670

Total

Note:

(D

(2)

(3)

(a)
(b)
(c)

(d)

27,493,141

The above transferees (other than Mr. SU and WEI Seguang (fiff) 7)), who accepted the transfers of the shares of Chesir
Pearl after the NEEQ Listing Withdrawal and have their shares of Chesir Pearl exchanged for our Shares pursuant to the
Chesir Pearl Equity Acquisition Agreement and the Cayman Share Swap, are deemed to be our [REDACTED] Investors
for the purpose of the [REDACTED]. See the section headed “[REDACTED] Investments — Overview — Equity holders
of Chesir Pearl deemed to be our [REDACTED] Investors” in this document for further information.

The terms of these share transfers (including the selling prices and the number of shares of Chesir Pearl involved) were
negotiated between the transferors and the transferees and that Chesir Pearl only facilitated the transfers by updating the
register of members of Chesir Pearl.

Mr. WEI Seguang (1if%)) has agreed not to transfer his equity holding in Chesir Pearl for Shares pursuant to Chesir
Pearl Equity Acquisition Agreement and the Cayman Island Share Swap and is not deemed to be one of our
[REDACTED] investors.

Among the above transfers,

on 19 October 2019, Mr. JIN disposed of 1,200,000 shares in aggregate to two individuals, who
are Independent Third Parties, for a total consideration of RMB11.8 million;

on 28 September 2020, GF Qianhe disposed of 3,000,000 shares to an institutional investor,
which is an Independent Third Party, for a total consideration of RMB30.0 million;

on 23 October 2020, Mr. SU acquired 31,000 shares in aggregate from one individual and one
institutional investor, who are Independent Third Parties, for a total consideration of
RMB279,930; and

on 23 October 2020, Mr. HU Yongxiang acquired 3,200 shares from an individual, who is an
Independent Third Party, for a total consideration of RMB28,896.

Except for Mr. SU and Mr. HU Yongxiang, who are our Directors, all transferees are Independent

Third Parties. Our PRC Legal Advisers confirm that all transfers of shares of Chesir Pearl following
the NEEQ Listing Withdrawal were legally completed in accordance with the applicable PRC laws and
regulations.

Issuance of the 2019 Convertible Bonds

On 31 May 2019, the Convertible Bonds Subscription Agreement was entered into, pursuant to

which the Bondholders agreed to subscribe for the 2019 Convertible Bonds at an aggregate principal
amount of RMB72,240,000 at 8.0% interest rate per annum with maturity on 31 May 2021 (the
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“Maturity Date”). The 2019 Convertible Bonds were issued on 31 May 2019 and the Bondholders
fully settled the subscription money on 3 June 2019. The net proceeds from the 2019 Convertible
Bonds were used for the construction of our Phase 2 Production Plant and as general operating capital,
which had been fully utilised as of the Latest Practicable Date.

Pursuant to the Convertible Bonds Subscription Agreement, the 2019 Convertible Bonds were
convertible at any time during the period from 30 September 2019 and up to the Maturity Date by the
Bondholders into the shares of Chesir Pearl of RMB1.00 each at the option of the Bondholders, at an
initial conversion price of RMB9.03 per share (the “Conversion Price”) but not exceeding 8,000,000
shares of aggregate under certain circumstances. The Conversion Price was determined with reference
to the then market capitalisation of Chesir Pearl when it was listed on the NEEQ.

Transfer and conversion of the 2019 Convertible Bonds

On 16 October 2020, the Convertible Bonds Transfer Agreement was entered into pursuant to
which the Bondholders transferred the 2019 Convertible Bonds in the principal amount of
RMB72,240,000 to Guidong Electric for RMB73.6 million, pursuant to which Guidong Electric was
the sole holder of the 2019 Convertible Bonds. On 19 October 2020, Guidong Electric fully settled
the amount of consideration and on the same date, Guidong Electric was registered as the sole holder
of the 2019 Convertible Bonds.

On 19 October 2020, Chesir Pearl and Guidong Electric entered into the Convertible Bond
Conversion Agreement for the purpose of converting the 2019 Convertible Bonds into 8,000,000
shares of Chesir Pearl at the conversion price of RMB9.03 each. These shares were issued to Guidong
Electric on the same date.

As a result, Guidong Electric was the holder of 18,000,000 shares of Chesir Pearl, which have
been converted into 18,000,000 Shares pursuant to the Guidong Share Swap. Out of these Shares,
8,000,000 Shares held by Guidong Electric are considered to be part of the [REDACTED]
Investments. See the section headed “[REDACTED] Investments” in this document for further
information.

Equity investment by GX Land & Sea to Generous Fortune

On 19 October 2020, the GX [REDACTED] Investment Agreement was entered into, pursuant
to which GX Land & Sea has agreed to invest in Generous Fortune an aggregate of 12,787,724 shares
for cash consideration of RMB125,319,695. On 30 October 2020, our Company transferred the
existing 3,900,000 shares of Generous Fortune to GX Land & Sea in consideration of HK$10. On 13
November 2020, Generous Fortune allotted and issued to GX Land & Sea 8,887,724 shares for a cash
consideration of RMB125,319,695.

Additional equity investment by Mr. SU

On 19 October 2020, Chesir Pearl and Mr. SU entered into the SU Subscription Agreement,
pursuant to which Mr. SU has agreed to subscribe for 12,000,000 shares of Chesir Pearl for cash
consideration of RMB122,640,000. On 19 October 2020, Chesir Pearl allotted and issued to Mr. SU
12,000,000 shares and on 22 October 2020, Mr. SU fully settled the amount of consideration. These
new 12,000,000 shares of Chesir Pearl, which have been converted into 12,000,000 Shares pursuant
to the Cayman Share Swap and the transfer of 3,900,000 Shares from Continuous Profit to Ertian
International, are considered to be part of the [REDACTED] Investments. See the section headed
“IREDACTED] Investments” in this document for further information.

Conversion of Chesir Pearl into a sino-foreign equity joint venture in the PRC

Following the receipt of the amount of equity investment from GX Land & Sea pursuant to the
GX [REDACTED] Investment Agreement, Generous Fortune uses the same amount to subscribe for
100,000 new shares of Global New Material (HK) which, in turn, uses the same amount to subscribe
for 12,787,724 shares of Chesir Pearl. As such, Chesir Pearl has been changed as a sino-foreign equity
joint venture established in the PRC on 2 November 2020. Chesir Pearl fully received
RMB125,319,695 on 17 November 2020.

Chesir Luzhai

On 20 September 2017, Chesir Luzhai was established by Chesir Pearl in the PRC as a company
with limited liability and had an initial registered capital of RMB25.0 million. On 16 October 2017,
Chesir Pearl transferred the ownership of three registered PRC invention patents, namely (a)
“Preparation method for wet synthesized KMg;(AlISi;0,,)F, crystal powder (— @{E{f/\ﬁk
KMg (AlSlgoé~ p)Fo 1 F, fin 8 8 1) @ﬁﬁ/ﬁ)” (b) “Preparation method of electrically conductive sericite in
owder CEEAEH I RMAE )", and (¢) “A method for film shaped powder material dispersion
@Hﬂk*}’lﬁﬂﬁﬂ SR =37 )” to Chesir Luzhai for the appraised value of RMB162.4 million.
On 5 December 2017, the registered capital of Chesir Luzhai increased from RMB25.0 million to
RMB63.0 million and contributed by Chesir Pearl by assigning tangible properties of RMB38.0
million and the capital reserve of Chesir Luzhai also increased to RMB162.4 million by assigning the
intellectual property of the three patented technologies to Chesir Luizhai.
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The principal business activities of Chesir Luzhai include research and development, production,
trading and sales of mica, pearlescent pigment products and related products, raw materials and
semi-finished products.

On 17 January 2018, Pursuant to the Luzhai Capital Contribution Agreement, Liuzhou Industrial
Investment agreed to subscribe for the new capital in Chesir Luzhai by way of cash in the aggregate
amount of RMBI150.0 million. Liuzhou Industrial Investment is a State-owned investment
management enterprise which is wholly-owned and managed by State-owned Assets Supervision and
Administration Commission of Liuzhou City Municipal Government (WJJ&IFEAE&H?%%S%%%‘
EIZ B ). Of the RMB150.0 million new funding contributed by Liuzhou Industrial Investment to
Chesir Luzhai, RMB41.9 million was treated as paid-in capital and RMB108.1 million was treated as
capital reserve. The subscription price was determined by the parties after arm’s length negotiations
with reference to the existing registered capital of Chesir Luzhai and the amount of new capital to be
contributed by Liuzhou Industrial Investment as a percentage of the net asset value of Chesir Luzhai.
Subsequent to the increase in capital on 18 January 2018, the registered capital of Chesir Luzhai
increased from RMB63.0 million to RMB104.9 million and Chesir Luzhai was owned as to 60.04%
by Chesir Pearl and 39.96% by Liuzhou Industrial Investment.

On 13 September 2018, Chesir Luzhai, Liuzhou Industrial Investment and Guangxi Industrial
Investment entered into the equity interest transfer agreement, pursuant to which Liuzhou Industrial
Investment transferred its RMB150.0 million capital contribution in Chesir Luzhai to Guangxi
Industrial Investment for nil consideration. Guangxi Industrial Investment is wholly-owned by the
PRC Government. Such transfer was a result of the change of investment entity from Liuzhou
Industrial Investment to Guangxi Industrial Investment as directed by the PRC Government.
Subsequent to the transfer of equity interest, Chesir Luzhai was owned as to 60.04% by Chesir Pearl
and 39.96% by Guangxi Industrial Investment.

On 18 September 2020, the Luzhai Supplemental Agreement was entered into, pursuant to which
certain protective provisions for the benefit of Guangxi Industrial Investment in the Luzhai Capital
Contribution Agreement have been removed as such provisions have never been applied or used by
Guangxi Industrial Investment. Such provisions are related to (a) capital supervision and reduction of
capital by Guangxi Industrial Investment and (b) profit and loss sharing. See the paragraphs under “B.
Further information about the business of our Group — 3. Summary of capital investments in Chesir
Luzhai” in Appendix V to this document for the principal terms of the Luzhai Capital Contribution
Agreement.

Shanghai Multicolour

On 14 January 2014, Shanghai Multicolour was established in the PRC as a company with
limited liability and had an initial registered capital of RMB10.0 million, all of which was contributed
by Chesir Pearl. Since then, Shanghai Multicolour has been a wholly-owned subsidiary of Chesir
Pearl.

The registered business scope of Shanghai Multicolour includes (a) sales of pigment products,
coatings, non-metallic minerals and products, mica products, chemical raw materials and products; (b)
import and export of goods and technologies; and (c) provision of warehousing services.

CORPORATE HISTORY OF OUR SUBSIDIARY IN FRANCE

On 5 December 2016, Chesir Pearl acting as the sole shareholder established Chesir France in
France with its entire share capital of Euro 50,000 divided into 500 shares of 100 Euro each allotted
and issued to Chesir Pearl. The registered business scope of Chesir France is research and
development, manufacturing, services and trade of pigments, pearlescent pigment products, paints,
mica and related products. Chesir France has no business activity to date. Chesir France was
established for the intended purpose of liaising with our customers in Europe and collecting marketing
information and feedbacks from our customers. As of the date of this document, we have yet to
commence such business plan as our customers still prefer to work with us in the PRC direct for any
technical support or after-sales service. We will continue to review on a regular basis the usefulness
of maintaining Chesir France in light of our business plan and may apply for deregistration of Chesir
France if it serves no practical purpose for our business development.

FUND RAISING ACTIVITIES OF CHESIR PEARL WHEN ITS SHARES WERE LISTED AND
QUOTED FOR TRADING ON NEEQ

During the period between March 2015 and September 2019, the issued shares of Chesir Pearl
were listed and quoted for trading on NEEQ. The aggregate amount raised by Chesir Pearl during such
period was RMB448.1 million. In May 2015, Chesir Pearl issued 20,000,000 new shares at the price
of RMB7.2 per share and raised RMB144.0 million. In June 2019, Chesir Pearl issued 33,673,467
shares at the price of RMB9.03 per share and raised RMB304.1 million. As of the Latest Practicable
Date, we have fully utilised the RMB144.0 million raised in July 2015 to enhance the production
capacity of our Phase 1 Production Plant, renovate our research and development centre and as our
general working capital and we have not started utilising the RMB304.1 million raised in June 2019.
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The directors of Chesir Pearl confirm that the actual usage of the aggregate amount of net
proceeds from the issue of new shares of RMB448.1 million were consistent with the prescribed usage
set forth in the public documents issued by Chesir Pearl. The remaining balance of the unused net
proceeds of RMB304.1 million will be used and applied by Chesir Pearl for the construction of our
Phase 2 Production Plant including financing the construction costs and purchase cost of production
machinery and equipment. See the section headed “Future Plans and [REDACTED] — Construction
of our Phase 2 Production Plant” in this document for further information.

REORGANISATION
Purpose of the Reorganisation

The purposes of the Reorganisation are to facilitate the transfer of the equity holding of the
Consent Chesir Pearl Equity Holders of 113,119,528 shares of Chesir Pearl to Global New Material
(HK) for our Shares and that Chesir Pearl will become a subsidiary of Global New Material (HK) in
full compliance with the applicable laws and regulations in the PRC. Chesir Pearl had 141 equity
holders immediately following the NEEQ Listing Withdrawal. Changes in the then equity holders and
the number of issued shares of Chesir Pearl subsequent to the NEEQ Listing Withdrawal may be
divided into two categories. First, various transfers of 27,493,141 shares of Chesir Pearl in aggregate
to new investors or the then equity holders of Chesir Pearl who are deemed to be our [REDACTED]
Investors (other than Mr. SU and WEI Seguang (i f%)7)). Second, issues of new shares by Generous
Fortune and Chesir Pearl as part of the Reorganisation, namely the [REDACTED] Investments made
by GX Land & Sea and Mr. SU (through Ertian International and Seven Color Pearl Investment). See
the section headed “[REDACTED] Investments” in this document for further information.

Chesir Pearl

Subsequent to the share transfers following the NEEQ Listing Withdrawal and the [REDACTED]
Investments made by Mr. SU, GX Land & Sea and Guidong Electric and prior to the commencement
of the Reorganisation, Chesir Pearl had a registered capital of RMB149,561,191 held by 117 equity

holders. The table below sets forth the shareholding of these equity holders:
Number of issued Equity
shares of Chesir holding

Name of equity holders of Chesir Pearl Pearl held percentages

(%)
Hongzun Investment. . . . . . . . . . .. e 49,757,800 33.2692
Guidong Electric . . . . . . . . 18,000,000 12.0352
Global New Material (HK) . . . .. .. ... . . . o 12,787,724 8.5502
Mr. SU . Lo 12,031,000 8.0442
Hangzt}ou F\"Veni)iin}g Zhi?fbi]\] ’Eg\uity Invzst‘ment L.P.

BT BB RIBEE R ARG R AIK) . 5,622,260 3.7592
LUO Lingtao (B¥EVE) . . . . . . o o 5,109,105 3.4161
Zhejiang Venture Investment Group Co., Ltd. (L& O RERFRAR) .. ... .. .. 4,760,000 3.1826
LI Sun (ZETN) . . . 3,102,863 2.0746
Mr JIN. Lo e 3,065,200 2.0495
Liuzhou Dkic“e‘ Hongze Enter rise Management L.P.

(R SR EE A B PR (TR AR . . 3,000,000 2.0059
Furui Innovation (Xia Me]L)rEmeiging Industry Investment Partnership Entreprise

(Limited Partnership) (&8 0IE(E T )H% L8R Akl (77 Fﬁ’a\f}z)) ........... 2,768,549 1.8511
Zhuh%i Ge)‘\inLG\uaén%?fauZ(lgin({eigltelliggnt Manufa/gturing Industry Investment Fund (L.P.)

GRS ) KBTS = AR ESEREK) ... 2,682,000 1.7932
Ningbo Jingzhu Investment L.P. (TH IR H AL ABRELK) .. .. 00000 L. 2,656,000 1.7759
Two equity holders holding 1.33%-1.49% of the shares of Chesir Pearl, which are

Independent Third Parties . . . . . . . . . .. .. 4,214,840 2.8181

Beijing Jiahua Huijin Investment Management Co., Ltd. — Ningbo Meishan Bonded Port
Area Huazhen Equity Investment L.P. (ﬂa;’%@@[%ﬁﬁ%ﬂ%l‘ﬁ/&ﬁ? — AL RBL
%z&éiﬁﬁﬁﬁ&’ﬁ%&{m&(ﬁm@%m) ............................... 1,661,130 1.1107

Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded Port Area
Investment Management L.P. (A58 S0 SEARF A BRA 7l — T A L AR

Fengrong In

iﬁmiﬁ‘qﬁg&ﬁ%@%{kﬁm FRAEK) .. 1,654,029 1.1059
Qingdao Jin Yi irjf Control Venture Investment Center L.P.

(FHBEESBR P OEREK) . .. 1,558,140 1.0418
Subtotal 134,430,640 89.8834
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Number of issued Equity
shares of Chesir holding

Name of equity holders of Chesir Pearl Pearl held percentages
(%)
GF Qianhe. . . . . . . . e 1,429,679 0.9559
LIU Zhihe (XIEFNY. . . oo 1,107,420 0.7404
Five equity holders holding 0.40% - 0.75% of the shares of Chesir Pearl, which are
Independent Third Parties . . . . . . . . . . . .. 4,106,235 2.7455
DAI Rong (FZE) . . . . . 670,000 0.4480

Beijing Longmahui Capital Investment Co., Ltd.—Ningbo Meishan Bonded Port Area
Fenghui Investment Management L.P. jt/?%%{rﬁzl—‘fxﬁﬁﬁﬁ/& A) — L PR T

Li{[&ﬁﬂt@/w«\ﬂ AREK). 553,710 0.3702
ZHANG Xianchao (AR . . . . .. ... 549,000 0.3671
89 equity holders holding less than 0.39% of the shares of Chesir Pearl, which are

Independent Third Parties . . . . . . . . . . . .. . 6,714,507 4.4895
Subtotal 15,130,551 10.1166
Total 149,561,191 100.0000

Note: Except for Hongzun Investment, Guidong Electric and Mr. SU, Mr. JIN and Mr. HU Yongxiang (who are our Directors),
all equity holders are Independent Third Parties.

Consolidation of individual equity holdings into five limited partnerships established in the PRC

An aggregate of 81 individual equity holders of Chesir Pearl have decided to consolidate their
equity holdings in Chesir Pearl under five limited partnerships established in the PRC in preparation
for the [REDACTED]. Liuzhou Qise LP, Liuzhou Colorful LP and Liuzhou Lanrun LP have been
established for the purpose of consolidation of equity holdings of the minority equity holders of
Chesir Pearl into three shareholding platforms for ease of administration. All of the these equity
holders (other than Mr. SU and Mr. JIN) are passive investors and they do not have any control over
Chesir Pearl and the three limited partnerships established in the PRC.

Liuzhou Qise LP

On 9 November 2020, 20 individual equity holders of Chesir Pearl, including Mr. SU and Mr.
JIN, entered into a share transfer agreement with Liuzhou Qise LP, pursuant to which Liuzhou Qise
LP acquired 4,551,200 shares from these 20 individual equity holders of Chesir Pearl. The general
partner of Liuzhou Qise LP is Mr. SU who owns 10,000 shares. Mr. JIN owns 1,565,200 shares and
18 individual equity holders of Chesir Pearl, who are Independent Third Parties, own 2,976,000 shares
of Chesir Pearl.

Liuzhou Colorful LP

On 9 November 2020, 20 individual equity holders of Chesir Pearl, including Mr. SU and Mr.
JIN, entered into a share transfer agreement with Liuzhou Colorful LP, pursuant to which Liuzhou
Colorful LP acquired 4,498,158 shares from these 20 individual equity holders of Chesir Pearl. The
general partner of Liuzhou Colorful LP is Mr. SU who owns 10,000 shares. Mr. JIN owns 1,500,000
shares and 18 individual equity holders of Chesir Pearl, who are Independent Third Parties, own
2,988,158 shares of Chesir Pearl.

Liuzhou Lianrun LP

On 9 November 2020, 25 individual equity holders of Chesir Pearl, including Mr. SU, entered
into a share transfer agreement with Liuzhou Lianrun LP, pursuant to which Liuzhou Lianrun LP
acquired 228,000 shares from these 25 individual equity holders of Chesir Pearl. The general partner
of Liuzhou Lianrun LP is Mr. SU who owns 11,000 shares. The 24 individual equity holders of Chesir
Pearl, who are Independent Third Parties, own 217,000 shares of Chesir Pearl.

Liuzhou Banyan Business Management L.P. (W FEA A0 48 BEA AR Al (A BRA1K)

On 9 November 2020, 13 individual equity holders of Chesir Pearl, including Mr. HU
Yongxiang, entered into a share transfer agreement with Liuzhou Banyan Business Management L.P.
WJ%f*ﬁAlkﬁ‘t}EAkalL(ﬁBEAU( ), pursuant to which Liuzhou Banyan Business Management L.P.
(1‘9[UII**1§<1/\JL~&£EAU</\JL ﬁﬁEAU()) acquired 3,214,200 shares from these 13 individual equity
holders of Chesir Pearl. The general partner of Liuzhou Banyan Business Management L.P.
(A R g i Il B PR Al (T BRS is Mr. HU Yongxiang who owns 3,200 shares. The 12
individual equity holders of Chesn Pearl, who are Independent Third Parties, own 3,211,000 shares
of Chesir Pearl.
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Liuzhou Chuanfu Business Management Partnership L.P. (M} )1 & @Ml BEA 4K Al (4 BRE1K)

On 9 November 2020, six individual equity holders of Chesir Pearl entered into a share transfer
agreement with Liuzhou Chuanfu Business Management Partnership L.P. (Ml )1 & Ml 4 2SOk 4l
(%Eﬁ/a\ﬁ(&, ursuant to which Liuzhou Chuanfu Business Management Partnership L.P. (M} )I| & 1
WA (A R A 1K) acquired 1,415,964 shares from these six individual equity holders of
Chesir Pearl. The general partner of Liuzhou Chuanfu Business Management Partnership L.P.
MIH T Al A )(J/L\j.[ﬁ(glgﬁﬁﬂ()) is OU Zhichuan (¥ )Il), an Independent Third Party, who
owns 602,697 shares. The five individual equity holders of Chesir Pearl, who are Independent Third
Parties, own 813,267 shares of Chesir Pearl.

Following completion of the above transfers, Chesir Pearl was held by the following equity

holders as of 9 November 2020:
Number of issued Equity

shares of holding

Name of equity holders of Chesir Pearl Chesir Pearl percentage
(%)
Hongzun Investment . . . . . . . . . ... e 49,757,800 33.27
Guidong Electric . . . . . . . e 18,000,000 12.04
Global New Material (HK) . . . . ... .. . 12,787,724 8.55
Mr. SU L Lo 12,000,000 8.02
Liuzhou Qise LP™. . . . . . . . 4,551,200 3.04
Liuzhou Colorful LP™® . . . . . . ... .. 4,498,158 3.01
Liuzhou Banyan Business Management L.P. (MIJNFERIA 14 BE G AKA(B FRALK) . . .. 3,214,200 2.15
GF Qianhe. . . . . . . . e 1,429,679 0.96
Liuzhou Chuanfu Business Management Partnership L.P.

M & ARSI AT R A . . 1,415,964 0.95
Liuzhou Lianrun LP®). . . . o 228,000 0.15
Hangzl}oq EW%i)iin’g Zhigbi{l Eﬂ\uity Invzstment L.P.

BT BB BB R AR\ R AIK) . . 5,622,260 3.76
LUO Lingtao (BSTEVE) . . . . . o o o 5,109,105 3.42
Zhejiang Venture Investment Group Co., Ltd. (WiVL& ODI R FEMARAR) . .. .. .. .. 4,760,000 3.18
LI Sun (ZEPN) . . . 3,102,863 2.07
Liuzhou Dkic“e‘ Hongze Enterprise Mana%?ment L.P.

(R SR EE A B AR (TR AR . . 3,000,000 2.01
Furui Innovation (Xia Me@jme{ging Industry Investment Partnership Entreprise

(Limited Partnership) (#8801 (E T H% B8R &Kl (7 Bﬁfa\fﬁ)) ........... 2,768,549 1.85
Zhuhai Gejin Guangfa Xinde Intelligent Manufacturing Industry Investment Fund (L.P.)

(i}k“/@%é)"ﬁ%m’%ﬂéﬂﬁ'é%ﬂﬁﬁik&ﬁ%ﬁ(ﬁﬁﬁ%{k)) ...................... 2,682,000 1.79
Ningbo Jingzhu Investment L.P. (TR IR RSB AERAK) ... ... . ... 2,656,000 1.78

Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded Port Area
Fengrong Investment Management L.P. (b5 J¢ 5L B A #5547 BRAS Wl — 7 A LL AR B v
X Rt %%iﬁéf&(ﬁmﬁf?&%m) ................................ 1,654,029 1.11

Beijing Jiahua Huijin Investment Management Co., Ltd. — Ningbo Meishan Bonded Port
Area Huazhen Eﬂuit Investment L.P. (AUH s R A BUE BRA A] — T I LLARBL

WAL T A BRAIK) . . 1,661,130 1.11
Qingdao Jin Yi %Hjﬁ Control Venture Investment Center L.P.

(B EIEESZEONIRR R OERAIK) . . 1,558,140 1.04
LIU Zhihe (XIGEFN). . . oo 1,107,420 0.74
DAI Rong (FRZ) . . . . . 670,000 0.45
Beijing Longmahui Capital Investment Co., Ltd. — Ningbo Meishan Bonded Port Area

Fenghui Investment Management L.P. (AL R BEABRA RAF — TP L frBL#E

KA EREHA KRG REIK). . . 553,710 0.37
ZHANG Xianchao (RAIEE) . . . . . ... 549,000 0.37
Remaining 17 equity holders to remain as equity holders of Chesir Pearl® . ... ... .. 4,224,260 2.81
Total 149,561,191 100.00
Notes:

(1)  The general partner is Mr. SU who owns 10,000 shares. Mr. JIN owns 1,565,200 shares and the original 18 equity holders
of Chesir Pearl, who are Independent Third Parties, own 2,976,000 shares.
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2) The general partner is Mr. SU who owns 10,000 shares. Mr. JIN owns 1,500,000 shares and the original 18 individual
equity holders of Chesir Pearl, who are Independent Third Parties, own 2,988,158 shares.

(3)  The general partner is Mr. HU Yongxiang, our non-executive Director, who owns 3,200 shares. The original 12 individual
equity holders of Chesir Pearl, who are Independent Third Parties, own 3,211,000 shares.

(4)  The general partner is OU Zhichuan (Xki&)!l), an Independent Third Party who owns 602,697 shares. The original five
individual equity holders of Chesir Pearl, who are Independent Third Parties, own 813,267 shares.

(5)  The general partner is Mr. SU who owns 11,000 shares. The original 24 individual equity holders of Chesir Pearl, who
are Independent Third Parties, own 217,000 shares.

(6)  See the paragraphs under “17 equity holders of Chesir Pearl will not become our Shareholders” below for further
information.

17 equity holders of Chesir Pearl will not become our Shareholders

As of the Latest Practicable Date, 17 equity holders holding 4,224,260 shares of Chesir Pearl,
representing 2.81% of the issued shares of Chesir Pearl, have decided not to transfer their equity
interest in Chesir Pearl to Global New Material (HK) pursuant to the Reorganisation. The directors
of Chesir Pearl have taken all necessary steps to liaise with them as required by the applicable PRC
laws and regulations, but are not able to contact 10 individual equity holders and one institutional
equity holder of Chesir Pearl, holding an aggregate of 44,000 shares of Chesir Pearl, representing
0.03% of the issued shares of Chesir Pearl. Such steps include reaching these 10 individual equity
holders and one institutional equity holder by phone and text messages to their contact information
known to the directors of Chesir Pearl and publishing regulatory announcements on newspapers in the
PRC on 16 November 2020, as advised by the PRC Legal Advisers. Therefore, our Directors consider
these 10 individual equity holders and one institutional equity holder are not Consent Chesir Pearl
Equity Holders. We have received written confirmations from one individual equity holder and five
institutional equity holders of Chesir Pearl, which hold in aggregate 4,180,260 shares of Chesir Pearl,
that they have agreed not to surrender their equity holding in Chesir Pearl for the Shares pursuant to
Cayman Share Swap.

The shares of Chesir Pearl held by these minority equity holders of Chesir Pearl are ranking pari
passu with the shares of Chesir Pearl held by Global New Material (HK). Our PRC Legal Advisers
confirm that these minority equity holders have no special rights or statutory protection under the
articles of association of Chesir Pearl and the applicable PRC laws and regulations. See the section
headed “Applicable Laws and Regulations — Regulation relating to company establishment and
foreign investment — Regulations on protection of domestic shareholders’ rights” in this document
for further information.

Global New Material (HK)

On 30 December 2019, Global New Material (HK) was incorporated in Hong Kong with 10,000
shares of HK$1.0 each allotted and issued as fully paid to Generous Fortune on the same day. On 30
October 2020, Generous Fortune, as the sole shareholder of Global New Material (HK), approved the
subdivision of every share of Global New Material (HK) of HK$1.00 each into 10 shares of HK$0.10
each and as a result, the number of issued shares has been increased to 100,000 shares which were
then held by Generous Fortune.

On 18 November 2020, Global New Material (HK) entered into the Chesir Pearl Equity
Acquisition Agreement for the acquisition of 113,119,528 shares of Chesir Pearl from the Consent
Chesir Pearl Equity Holders in consideration of 113,119,528 shares to be allotted and issued by
Generous Fortune at the direction of Global New Material (HK). Following completion of this
acquisition, Global New Material (HK) holds 113,119,528 shares of Chesir Pearl, representing 75.63%
of the equity interest in Chesir Pearl.

Generous Fortune

On 15 June 2018, Generous Fortune was incorporated in the BVI with limited liability with
50,000 shares of US$1.0 each allotted and issued as fully paid to our Company on 5 July 2018.
Pursuant to the written resolutions approved by the sole shareholder of Generous Fortune, i.e. our
Company, on 30 October 2020, (a) the number of authorised shares of Generous Fortune has been
increased to 80,000,000,000 shares of a par value of HK$0.1 each; (b) the number of authorised shares
of Generous Fortune has been diminished by the cancellation of all unissued shares of par value of
US$1.0 each; and (c¢) the number of issued shares of Generous Fortune has been increased to
3,900,000 shares of par value of HK$0.1 each allotted and issued to our Company in consideration
for the repurchase by Generous Fortune for cancellation from our Company the 50,000 shares of par
value of US$1.0 each of Generous Fortune.

On 18 November 2020, at the direction of Global New Material (HK), Generous Fortune allotted
and issued 113,119,528 shares to the Consent Chesir Pearl Equity Holders or their nominees pursuant
to the Chesir Pearl Equity Acquisition Agreement. The total number of these shares mirrors the
previous equity holding of the Consent Chesir Pearl Equity Holders.
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The table below sets forth the details of the share transfers under the Chesir Pearl Equity
Acquisition Agreement:

Number of Number of
shares of Chesir shares of
Pearl Generous
transferred to Fortune allotted Name of allottees for the
Global New and issued to the shares of Generous Fortune to
Material (HK) Consent Chesir be allotted and issued as
by the Consent Pearl Equity directed by the Consent Chesir
Name of the Consent Chesir Pearl Equity Chesir Pearl Holders (or their Pearl Equity Holders (or their
Holders Equity Holders nominees) nominees)
Hongzun Investment . . .. ... ........... 49,757,800 49,757,800 Hongzun International

7,493,138 Ertian International

ML SU o 12,000,000 4,506,862 Seven Color Pearl Investment

Liuzhou Qise LP . . . ... ... ... ........ 4,551,200 4,551,200 Liuzhou Qise LP

Liuzhou Colorful LP . . . . ... ... ... ..... 4,498,158 4,498,158 Liuzhou Colorful LP

Liuzhou Bd%dn Business Management L.P. ’rgllJH 3,214,200 3,214,200 China Bdnydn Cdpltdl INT
B ol B A R ) Holdings Ltd"

Liuzhou Chuanfu Business Management 1,415,964 1,415,964 CHUANFU INT CAPITAL
Partnershl/p\ GROUP LTD
NI A A A R (R AK) . ..

Liuzhou Lianrun LP. . . . ... ... .. ....... 228,000 228,000 Liuzhou Lianrun LP

Hangzhou Weixing Zhichen Equity Investment 5,622,260 5,622,260 WEIXINGZHICHICHEN

(B R RIS B A KAk (A BRE X)) INTERNATIONAL
INVESTMENT LTD
LUO Lingtao (J¥W5). . . . ... ... ... ... .. 5,109,105 5,109,105 LINGTAO Capital INT Group
Limited

Zhejiang Venture Investment Group Co., Ltd. (#f 4,760,000 4,760,000 Zhejiang Venture Capital Group
TEM R FRERARAT) ... ... Co., Ltd

LISun PN . ... 3,102,863 3,102,863 Xuanhai Capital INT Group

Limited
Liuzhou Dice Hongze Enterprise Management 3,000,000 3,000,000 Dice Hongze Ltd
P. (H0H itk R0 13 Aol A H A PR AR I (7 BR A 1K)

Furui Innovation (Xia Men) Emerging Industry 2,768,549 2,768,549 Furui Innovation (Xia Men)
Investment Partnership Entreprise (Limited Emerging Industry Investment
Partnership) (& O (E 1 )%= L5 A k4 Partnership Entreprise (Limited
MARRAK). . Partner%hlp) (R A OIE (1 1)#%

P BT A KA (A RS 1K)

Zhuhai Gejin Guangfa Xinde Intelligent 2,682,000 2,682,000 Zhuhai Gejin Guangfa Xinde
Manufacturing Industry Investment Fund (L.P.) Intelligent Manufacturing
(BRI 4T R AS T RE 3 L 3 R I (T IR Industry Investment Fund (L.P.)
R

Ningzo Jingzhu Investment L.P. (TR R A 2,656,000 2,656,000 Capital Pearls International
KA ERRELK) . . Investment Ltd

Beijing Longmahui Capital Investment Co., Ltd. 1,654,029 1,654,029 Ronghui Longma Capital Ltd
— Ningbo Meishan Bonded Port Area
Fengrong Investment Management L.P. (51 7%

LR BEA B R A IR T — 77 P L1 R S X =l
BRI ERAK) .

Beijing Jiahua Huijin Investment Management 1,661,130 1,661,130 China Huazhen Equity
Co., Ltd. — Ningbo Meishan Bonded Port Investment Co., Ltd.

Area Huazhen Equity Investment L.P. (AL %
AR S PCRAT A A F] — TR L R BLHE X 4E
BT AR HRRELK) . . o

Qingdao Jin Yi Qing Control Venture Investment 1,558,140 1,558,140 JINYI Technology & Innovation
Center L.P. (7 F S a2 B ﬁﬁﬁ/\ Investment Management Co.,
Ky o Ltd

LIU Zhihe (XIZEFT) . ... ... 1,107,420 1,107,420 LIU Zhihe

DAI Rong (?nii}T'Q) .................... 670,000 670,000 Dena Well Investment Limited

Beijing Longmahui Capital Investment Co., Ltd. 553,710 553,710 Ronghui Longma Capital Ltd
— Ningbo Meishan Bonded Port Area Fenghui
Investment Management L.P. (A65 % L A4
AR T — T L ARBHE XE LR RS
KA EBRAK) . ..

ZHANG Xianchao (SKfili#d). . . ... ... ... ... 549,000 549,000 GUOLING CAPITAL

MANAGEMENT LTD

Total 113,119,528 113,119,528
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Note:

(1)  China Banyan Capital INT Holdings Ltd is a company incorporated under the laws of the BVI with limited liability on
5 November 2020. Mr. HU Yongxiang, our non-executive Director, is the sole director of China Banyan Capital INT
Holdings Ltd who holds 50 shares. The original 12 individual equity holders of Chesir Pearl, who are Independent Third
Parties, hold 49,950 shares.

Our Company

On 8 June 2018, our Company was incorporated in the Cayman Islands with an authorised share
capital of US$50,000.00 divided into 50,000 shares of a par value of US$1.0 each. On the same date,
one ordinary Share of US$1.0 of was issued to the initial subscriber at par. The one share was
transferred to Continuous Profit on the same date for nominal consideration. On the same date, our
Company issued and allotted 49,999 shares to Continuous Profit as fully-paid at par value. Pursuant
to the written resolutions approved by Continuous Profit, on 30 October 2020, (a) the authorised share
capital of our Company was increased to HK$8,000,000,000 by the creation of 80,000,000,000
Shares; (b) the authorised share capital of our Company has been diminished by the cancellation of
all unissued shares of par value of US$1.0 each; and (c) the issued share capital has been increased
to 3,900,000 Shares allotted and issued to Continuous Profit in consideration for the repurchase by
our Company for cancellation from Continuous Profit the 50,000 shares of par value of US$1.0 each
of our Company.

On 18 November 2020, our Company allotted and issued 122,007,252 new Shares pursuant to the
Cayman Share Swap and as a result, the Consent Chesir Pearl Equity Holders have become our
Shareholders. On 18 November 2020, Continuous Profit transferred 3,900,000 Shares to Ertian
International for the consideration of HK$10.0. On 18 November 2020, Guidong Electric has been
allotted and issued 18,000,000 new Shares and GF Qianhe has been allotted and issued 1,429,679 new
Shares. The number of Shares held by each of the Shareholders following completion of the
Reorganisation (but before completion of the [REDACTED]) mirrors the previous equity holding of
the Consent Chesir Pearl Equity Holders (other than the 8,000,000 shares of Chesir Pearl issued to it
pursuant to the exercise of the 2019 Convertible Bonds, see the section headed “[REDACTED]
Investments” for further information), and GF Qianhe. The equity interest held by Guidong Electric
and GF Qianhe in Chesir Pearl of 18,000,000 shares and 1,429,679 shares, respectively, has been
converted into Shares pursuant to the Guidong Share Swap and GF Share Swap on 18 November 2020.

Implementation of the Cayman Share Swap

On 18 November 2020, pursuant to the Cayman Share Swap, our Company has allotted and
issued 122,007,252 new Shares pursuant to the Cayman Share Swap and as a result, the Consent
Chesir Pearl Equity Holders have become our Shareholders.

The table below sets forth a list of our Shareholders following completion of the Cayman Share
Swap:

Number of Number of
shares of Shares allotted

Generous and issued/

Fortune transferred

transferred to to our

Name of the shareholders of Generous Fortune our Company Shareholders
Hongzun International . . . . . . . . ... L 49,757,800 49,757,800
GX Land & Sea . . . . . . . 12,787,724 12,787,724
Ertian International . . . . . . . . . . . . 7,493,138 3,593,138
Seven Color Pearl Investment . . . . . . . . . . . . e 4,506,862 4,506,862
Liuzhou Qise LP . . . . . . . . . 4,551,200 4,551,200
Liuzhou Colorful LP. . . . . . . . 4,498,158 4,498,158
China Banyan Capital INT Holdings Ltd. . . . .. .. ... ... ... ... ........ 3,214,200 3,214,200
CHUANFU INT CAPITAL GROUP LTD. . . . . . . ... . i i 1,415,964 1,415,964
Liuzhou Lianrun LP . . . . . . . . . e 228,000 228,000
WEIXINGZHICHEN INTERNATIONAL INVESTMENT LTD. . . . ... ... ..... 5,622,260 5,622,260
LINGTAO Capital INT Group Limited (B RAREPREAGRAFD. . . ... . ... .. 5,109,105 5,109,105
Zhejiang Venture Capital Group Co., Ltd. . . . . . .. .. ... .. ... . ... . ... . 4,760,000 4,760,000
Subtotal 103,944,411 100,044,411
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Number of Number of
shares of Shares allotted

Generous and issued/

Fortune transferred

transferred to to our

Name of the shareholders of Generous Fortune our Company Shareholders
Xuanhai Capital INT Group Limited . . . . . . .. ... ... . ... ... .. ... .. 3,102,863 3,102,863
Dice Hongze Ltd (MBWEAIRATR) . . . . .. ... 3,000,000 3,000,000

Furui Innovation (Xia Men) Emerging Industry Investment Partnership Entreprise
(Limited Partnership) (&2 85 (E [ 1)FR 8% G Fﬁ’é{}z)) ........ 2,768,549 2,768,549
Zhuhai Gejin Guangfa Xinde Intelligent Manufacturing Industry Investment Fund

(L.P) o 2,682,000 2,682,000
Capital Pearis International Limited . . . . . . .. ... ... ... ... .......... 2,656,000 2,656,000
Ronghui Longma Capital Ltd . . . . ... ... .. .. ... . . . 2,207,739 2,207,739
China Huazhen Equity Investment Co., Ltd. . . . ... ... ... ... .......... 1,661,130 1,661,130
JINYI Technology & Innovation Investment Management Co., Ltd. . . . ... ... .. 1,558,140 1,558,140
LIU Zhihe . . . . . . o e 1,107,420 1,107,420
Dena Well Investment Limited. . . . . . . . . . . .. . .. . . . .. 670,000 670,000
GUOLING CAPITAL MANAGEMENT LTD . . .. ... ... .. ... 549,000 549,000
Subtotal 21,962,841 21,962,841
Total 125,907,252 122,007,252

On 18 November 2020, Continuous Profit transferred 3,900,000 Shares to Ertian International
for nominal consideration of HK$10.0. The number of our Shares of issue following completion of
the Cayman Share Swap was 125,907,252 Shares.

Implementation of the Guidong Share Swap and the GF Share Swap

On 18 November 2020, pursuant to the Guidong Share Swap, Guidong Electric has been allotted
and issued 18,000,000 new Shares for its equity holding in 18,000,000 shares of Chesir Pearl. On 18
November 2020, pursuant to the GF Share Swap, GF Qianhe has been allotted and issued 1,429,679
new Shares for its equity holding in 1,429,679 shares of Chesir Pearl.

SHAREHOLDERS AS OF THE LATEST PRACTICABLE DATE

The number of our Shares of issue following completion of the Cayman Share Swap, the
Guidong Share Swap and the GF Share Swap was 145,336,931 Shares. The table below sets forth a
list of our Shareholders following completion of the Reorganisation but before completion of the
[REDACTED]:

Number of our
Shares of issue

before

completion of Shareholding

Name of our Shareholders [REDACTED] percentages
(%)

Hongzun International . . . . . . . . ... 49,757,800 34.24
Guidong Electric . . . . . . . . . 18,000,000 12.39
GX Land & Sea . . . . . o i e 12,787,724 8.80
Ertian International . . . . . . . . . . . . 7,493,138 5.16
Seven Color Pearl Investment . . . . . . . . . . . . e 4,506,862 3.10
Liuzhou Qise LP . . . . . . . . e 4,551,200 3.13
Liuzhou Colorful LP. . . . . . . . . e 4,498,158 3.09
China Banyan Capital INT Holdings Ltd. . . . .. .. ... ... ... ... ........ 3,214,200 2.21
CHUANFU INT CAPITAL GROUP LTD (Il & B R EARELHARAF) ... .. ... .. 1,415,964 0.97
Liuzhou Lianrun LP . . . . . . . .o e 228,000 0.16
WEIXINGZHICHEN INTERNATIONAL INVESTMENT LTD. . . . ... ... ... .. 5,622,260 3.87
LINGTAO Capital INT Group Limited. . . . . .. .. .. ... ... ... ..... 5,109,105 3.52
Subtotal 117,184,411 80.64
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Number of our
Shares of issue

before
completion of Shareholding
Name of our Shareholders [REDACTED] percentages
(%)

Zhejiang Venture Capital Group Co., Ltd. . . . . . .. ... .. ... ... ... ...... 4,760,000 3.28
Xuanhai Capital INT Group Limited . . . . . . ... ... ... ... ... ........ 3,102,863 2.13
Dice Hongze Ltd . . . . . . . . . . e 3,000,000 2.06
Furui Innovation (Xia MeyL)rEmeLging Industry Investment Partnership Entreprise

(Limited Partnership) (&2 01E (B 1)H% = A % A A (B R Ji)) ........ 2,768,549 1.90
Zhuhai Gejin Guangfa Xinde Intelligent Manufacturing Industry Investment Fund

(LLP) e 2,682,000 1.85
Capital Pearis International Limited . . . . . ... ... ... ... ... .. ........ 2,656,000 1.83
Ronghui Longma Capital Ltd . . . . ... .. .. . ... . 2,207,739 1.52
China Huazhen Equity Investment Co., Ltd. (' XARACERBAIRGZAHRAR) . . . . . .. 1,661,130 1.14
JINYI Technology & Innovation Investment Management Co., Ltd. . . . ... ... .. 1,558,140 1.07
GF Qianhe. . . . .. .. ... e 1,429,679 0.98
LIU Zhihe . . . . .. . e 1,107,420 0.76
Dena Well Investment Limited. . . . . . . . . . . .. . .. . . . .. 670,000 0.46
GUOLING CAPITAL MANAGEMENT LTD (BB AEIARAAD) . . . ... ... .. 549,000 0.38
Subtotal 28,152,520 19.36
Total 145,336,931 100.0

Transfer of equity interest in Chesir Pearl held by our Company to Global New Material (HK)

On 28 November 2020, our Company transferred 19,429,679 shares of Chesir Pearl (previously
acquired from Guidong Electric and GF Qianhe) to Global New Material (HK) for the allotment and
issue of 100,000 new shares of Global New Material (HK) to Generous Fortune as directed by our
Company.

Full compliance with the applicable PRC laws and regulations

Our PRC Legal Advisers are of the view that all necessary approvals in relation to the steps of
the Reorganisation in the PRC as described above have been obtained and the procedures involved
have been carried out in accordance with the PRC laws and regulations.

SAFE and Foreign Exchange Registrations

Pursuant to the Circular of the SAFE on Foreign Exchange Administration of Overseas
Investment, Financing and Round-trip Investments Conducted by Domestic Residents through Special
Purpose Vehicles (CBH A A JE B8 8 R0k B 19 2 7] 58 S5 il FOR A 15 4 A1 REE 78 35 [ ) R i)
H1), the “Circular 37”), promulgated by SAFE and which became effective on 4 July 2014, (a) a PRC
resident must register with the local SAFE branch before he or she contributes assets or equity
interests to an overseas special purpose vehicle (the “Overseas SPV”) that is directly established or
indirectly controlled by the PRC resident for the purpose of conducting investment or financing and
(b) following the initial registration, the PRC resident is also required to register with the local SAFE
branch for any major change, in respect of the Overseas SPV, including, among other things, a change
of Overseas SPV’s PRC resident shareholder(s), the name of the Overseas SPV, terms of operation,
or any increase or reduction of the Overseas SPV’s capital, share transfer or swap, and merger or
division. Pursuant to Circular 37, failure to comply with these registration procedures may result in
penalties.
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Pursuant to the Measures for the Administration of Overseas Investment ({35 M % &4 BLHEEL ) )
which was promulgated by the MOFCOM on 6 September 2014 and became effective on 6 October
2014, the Administrative Measures for Overseas Investment by Enterprises ({{&2E58/M% & %
%)) which was promulgated by the National Development and Reform Commission on 26 December
2017, and became effective on 1 March 2018, the Circular of SAFE on Further Simplifying and
Improving the Direct Investment — related Foreign Exchange Administration Policies (B #E— 2
LA O 3 4 G AN A B BUOR 4 A1) , the “Circular 13”) and other rules (collectively, “ODI
Rules”), a domestic institution is required to undergo relevant procedures for offshore investment
prior to its overseas direct investment and obtain relevant record-filing, approval, certificate or
permit. This registration is currently reviewed and handled by qualified banks. SAFE and its branches
shall oversee the foreign exchange registration issues through the qualified banks.

As confirmed by our PRC Legal Advisers, all PRC ultimate individual shareholders of our
Company, who are PRC residents, have completed the foreign exchange registrations pursuant to
Circular 37 and Circular 13 in relation to their offshore investments as PRC residents. The onshore
corporate Shareholders have completed the registration/record-filing with in accordance with the ODI
Rules in relation to their outbound direct investments as domestic institutions.

M&A Rules

On 8 August 2006, six PRC regulatory agencies, including the MOFCOM, the State Assets
Supervision and Administration Commission, the State Administration of Taxation, SAIC, CSRC and
SAFE, jointly issued the Provisions on the Merger and Acquisition of Domestic Enterprises by
Foreign Investors (CHRIMNEEEH HFEEEABENBE), the “M&A Rules”), which became
effective on 8 September 2006, and was amended on 22 June 2009. Pursuant to the M&A Rules, a
foreign investor is required to obtain necessary approvals when (i) a foreign investor acquires equity
in a domestic non-foreign invested enterprise thereby converting it into a foreign-invested enterprise,
or subscribes for new equity in a domestic enterprise through an increase of registered capital thereby
converting it into a foreign-invested enterprise; or (ii) a foreign investor establishes a
foreign-invested enterprise which purchases and operates the assets of a domestic enterprise, or which
purchases the assets of a domestic enterprise and injects those assets to establish a foreign-invested
enterprise (the “Regulated Activities™). According to Article 11 of the M&A Rules, where a domestic
company or enterprise, or a domestic natural person, through an overseas company established or
controlled by it/him, acquires a domestic company which is related to or connected with it/him,
approval from MOFCOM is required.

According to the Measures for Foreign Investment Information Reporting ({Zhp¥ % & 15 5k
WEiL)), foreign investors carry out direct or indirect investment activities in PRC, foreign investors
and foreign investment enterprises shall submit investment information to the competent commerce
departments of the PRC Government. As confirmed by our PRC Legal Advisers, Chesir Pearl (as a
foreign investment enterprise) has completed the submission.

Given that (a) Chesir Pearl has become a sino-foreign equity joint venture instead of a domestic
enterprise before the Reorganisation and (b) no Regulated Activities were involved in the
Reorganisation under the M&A Rules, as advised by our PRC Legal Advisers, the Reorganisation are
not subject to the M&A Rules.
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[REDACTED]

The diagram below illustrates the shareholding and corporate structure of our Group following
completion of the Reorganisation but before completion of the [REDACTED]:

Mr. ZHENG Mr. SU @ Mr. JIN Mr. JIN

49.0% 51.0%
Original Original Original
24 individual 18 individual 18 individual
shareholders shareholders shareholders
Hongzun of Chesir Pearl of Chesir Pearl of Chesir Pearl
Investment
PRC 4.82% 95.18% |0.22% 34.39% 65.39% | 0.22% 33.35% 66.43%
(PRC)
100% 100% 100%
Hongzun Ertian Sev;n C]olor Liuzhou Liuzhou Liuzhou Guidong GX Land GF Qianhe Remainine
International International car Lianrun LP Qise LP Colorful LP Electric & Sea 8 . emaiing
Investment (PRC) 16 Shareholders
(BVI) (BVI) e (PRC) (PRC) (PRC) (PRC) (BVI)
34.24% 5.16% 3.10% 0.16% 3.13% 3.09% 12.39% 8.80% 0.98% 28.95%
Our Company
(Cayman Islands)
100%
Global New Material
(Hong Kong)
(Hong Kong)
Offshore
Onshore
17 Chesir Pear]l Equity Holders
97.19% 2.81%
Chesir Pearl
(PRC)
60.04%" 100%
Chesir Luzhai Shanghai Multicolour
(PRC) (PRC)
100% Offshore

Chesir France
(France)

Notes:

(1) A list of the remaining 16 Shareholders and their respective number of Shares held is set forth in the paragraphs under
“Shareholders as of the Latest Practicable Date” in this document.

(2)  The remaining 17 equity holders of Chesir Pearl hold 4,224,260 shares of Chesir Pearl.
(3)  The remaining 39.96% equity interest in Chesir Luzhai is held by Guangxi Industrial Investment.
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Conditional on the share premium account of our Company being credited as a result of the
[REDACTED], the [REDACTED] will be allotted and issued to our Sharecholders whose names
appeared on our register of members at the close of business on [REDACTED] on a pro rata basis,
each credited as fully paid. The [REDACTED] to be allotted and issued shall rank pari passu in all
respects with the 145,336,931 Shares of issue as of the date of this document.

The diagram below illustrates the shareholding and corporate structure of our Group following
completion of the Reorganisation and immediately upon completion of the [REDACTED] (without
taking into consideration any Shares which may be issued upon the exercise of the [REDACTED] and
any option that may be granted under the [REDACTED] Share Option Scheme):

Mr. ZHENG Mr. SU 0 Mr. JIN Mr. JIN

49.0% 51.0%
Original Original Original
24 individual 18 individual 18 individual
sharcholders shareholders shareholders
of Chesir Pearl of Chesir Pearl of Chesir Pearl
Hongzun
Investment 482% 95.18%  |0.22% 3439% 65.39% [022% | 3335% 66.43%
(PRC)
100% 100% 100%
Seven Color - -
Hongzun Ertian Liuzhou Liuzhou Liuzhou Guidong GX Land R L - N
International | | International Pearl Lianrun LP Qise LP Colorful LP Electric® & Sea GF Qianhet* Remaining | Shareholders taking
BVI) BVI) Investment prvs e v ) ) (PRC) 16 Shareholders up our [REDACTED])
(BVI)
[REDACTEDI  |[REDACTEDI% |[REDACTEDJ% [REDACTEDIf [REDACTEDI% [REDACTEDI% | [REDACTED)%  |[REDACTED)% | [REDACTED)% [REDACTEDI% [REDACTEDI%
Our Company
(Cayman Islands)
100%
Generous Fortune
(BVI)
100%
Global New Material
(Hong Kong)
(Hong Kong)
Offshore
Onshore
17 Chesir Pearl Equity Holders
97.19% 2819
Chesir Pearl
(PRC)
‘ 60.04% 100%
Chesir Luzhai Shanghai Multicolour
(PRC) (PRC)
100% Offshore
Chesir France
(France)
Notes:

(1) A list of the remaining 16 Shareholders and their respective number of Shares held is set forth in the paragraphs under
“Shareholders as of the Latest Practicable Date” in this document.

(2)  The remaining 17 equity holders of Chesir Pearl hold 4,224,260 shares of Chesir Pearl.
(3)  The remaining 39.96% equity interest in Chesir Luzhai is held by Guangxi Industrial Investment.

(4)  For the purpose of Rule 8.08(1) of the Listing Rules, Guidong Electric, GX Land & Sea, GF Qianhe and the remaining
16 Shareholders, together with the Shareholders taking up our [REDACTED], are public investors.
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The diagram below illustrates the shareholding and corporate structure of our Group following
completion of the Reorganisation and immediately upon completion of the [REDACTED] on the basis
that the [REDACTED] is exercised in full (without taking into consideration any Shares which may

be issued upon the exercise of any option that may be granted under the [REDACTED] Share Option
Scheme):

49.0% 51.0%
Original Original Original
24 individual 18 individual 18 individual
shareholders shareholders shareholders
Hongzun of Chesir Pearl of Chesir Pearl of Chesir Pearl
Investment
(PRC) 482% 95.18%  |0.22% 3439% 6530% |020% | 33.35% 66.43%
100% 100% 100%
Seven Color - ‘
Hongzun Ertian Liuzhou Liuzhou Liuzhou Guidong GX Land — . - < akim
International | | International Pearl Lianrun LP Qise LP Colorful LP Electric® & Sea® GF Qianhet” Remaining | (“Sharcholders taking
(BVI) BVI) Investment "PRC) (PRO) PRC) (PRO) e (PRC) 16 Shareholders® | \ up our [REDACTED]
(BVI) : :
[REDACTED]% [REDACTED)%  |[REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]% [REDACTED}% [REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]%
Our Company
(Cayman Islands)
Generous Fortune
(BVI)
Global New Material
(Hong Kong)
(Hong Kong)
Offshore
Onshore
17 Chesir Pearl Equity Holders
97.19% 2810
Chesir Pearl
(PRC)
‘ 60.04% 100%
Chesir Luzhai Shanghai Multicolour
(PRC) PRC)
100% Offshore
Chesir France
(France)
Notes:

(I) A list of the remaining 16 Shareholders and their respective number of Shares held is set forth in the paragraphs under
“Shareholders as of the Latest Practicable Date” in this document.

(2)  The remaining 17 equity holders of Chesir Pearl hold 4,224,260 shares of Chesir Pearl.
(3)  The remaining 39.96% equity interest in Chesir Luzhai is held by Guangxi Industrial Investment.

(4)  For the purpose of Rule 8.08(1) of the Listing Rules, Guidong Electric, GX Land & Sea, GF Qianhe and the remaining
16 Shareholders, together with the Shareholders taking up our [REDACTED], are public investors.
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NON-DISPOSAL UNDERTAKINGS BY OUR SHAREHOLDERS

Each of our Controlling Shareholders has, jointly and severally, undertaken to the Sole Sponsor,
the [REDACTED] that none of them would dispose of their Shares held as of the [REDACTED]
during the First Six-Month Period and the Second Six-Month Period. See the section headed
“[REDACTED]” in this document for further information. Similar non-disposal undertakings have
also been provided to the Stock Exchange. See the section headed “[REDACTED]” in this document
for further information.

Pursuant to the GX [REDACTED] Investment Agreement and the GX Lock-up Deed, GX Land
& Sea has undertaken by way of deed not to transfer, dispose of, nor enter into any agreement to
transfer, dispose of or otherwise create any options, rights, interests or encumbrances in respect of the
Shares held by it upon the [REDACTED] during the First Six-Month Period. See the section headed
“[REDACTED] Investments — Principal terms of the [REDACTED] Investments made by Guidong
Electric, GX Land & Sea and Mr. SU (through Ertian International and Seven Color Pearl
Investment)” in this document for further information.

Pursuant to the Guidong Lock-Up Deed, Guidong Electric has undertaken by way of deed not to
transfer, dispose of, nor enter into any agreement to transfer, dispose of or otherwise create any
options, rights, interests or encumbrances in respect of the Shares held by it upon the [REDACTED]
during the First Six-Month Period. See the section headed “[REDACTED] Investments — Principal
terms of the [REDACTED] Investments made by Guidong Electric, GX Land & Sea and Mr. SU
(through Ertian International and Seven Color Pearl Investment)” in this document for further
information.

Pursuant to the Other Shareholders Lock-Up Deeds, each of (1) China Banyan Capital INT
Holdings Ltd, (2) CHUANFU INT CAPITAL GROUP LTD (JII & BB EAREEAER LA, (3)
WEIXINGZHICHEN INTERNATIONAL INVESTMENT LTD, (4) LINGTAO Capital INT Group
Limited, (5) Zhejiang Venture Capital Group Co., Ltd, (6) Xuanhai Capital INT Group Limited, (7)
Dice Hongze Ltd, (8) Furui Innovation (Xia Men) Emerging Industry Investment Partnership
Entreprise (Limited Partnership) (f&%& 85 (E M) B EERE A IKEEE R A1K)), (9) Zhuhai
Gejin Guangfa Xinde Intelligent Manufacturing Industry Investment Fund (L.P.), (10) Capital Pearis
International Limited, (1 1) Ronghui Longma Capital Ltd, (12) China Huazhen Equity Investment Co.,
Ltd. (*ﬂfﬁ%%ﬂi%’ﬁ S A B2~ A]), (13) JINYI Technology & Innovation Investment Management
Co., Ltd, (14) GF Qianhe, (15) LIU Zhihe, (16) Dena Well Investment Limited and (17) GUOLING
CAPITAL MANAGEMENT LTD (@ﬁ%ﬁg%ﬁﬁfﬁﬁ/x}ﬁj) has undertaken by way of deed not to
transfer, dispose of, nor enter into any agreement to transfer, dispose of or otherwise create any
options, rights, interests or encumbrances in respect of the Shares held by it upon the [REDACTED]
during the First Six-Month Period.
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OVERVIEW

For the purpose of the [REDACTED] and as part of the Reorganisation, we have received equity
investments from three [REDACTED] Investors, namely GX Land & Sea, Guidong Electric and Mr.
SU (through Ertian International and Seven Color Pearl Investment). Mr. SU and Guidong Electric are
existing equity holders of Chesir Pearl, and they have made additional equity investments to Chesir
Pearl by way of subscription for new shares of Chesir Pearl and exercise of the conversion right
attached with the 2019 Convertible Bonds, respectively. GX Land & Sea is a new investor with its
equity investment made through Generous Fortune for the purpose of facilitating the conversion of
Chesir Pearl into a sino-foreign equity joint venture for the purpose of the [REDACTED]. Their equity
investments constitute our [REDACTED] investments as defined in the Guidance Letters
HKEx-GL29-12 (updated in March 2017), HKEx-GL-43-12 (updated in July 2013 and March 2017)
and HKEx-GL44-12 (updated in March 2017) issued by the Stock Exchange. The following sets forth
the background information on the [REDACTED] Investors.

GX Land & Sea

On 19 October 2020, the GX [REDACTED] Investment Agreement was entered into, pursuant
to which GX Land & Sea has agreed to invest in Generous Fortune by way of subscription for
12,787,724 shares for cash consideration of RMB125,319,695. The amount of investment is based on
RMB9.8 for each share of Chesir Pearl. This subscription price is higher than the conversion price of
the 2019 Convertible Bonds of RMB9.03 for each share of Chesir Pearl, but lower than the
subscription price for the additional equity investment made by Mr. SU (through Ertian International
and Seven Color Pearl Investment) of RMB10.22 for each share of Chesir Pearl. A summary of the
terms of the GX [REDACTED] Investment Agreement is set forth in the paragraphs under “Principal
terms of the [REDACTED] Investments” below. The 12,787,724 shares of Generous Fortune held by
GX Land & Sea have been transferred to our Company for 12,787,724 Shares pursuant to the Cayman
Share Swap. Following completion of the [REDACTED] and without taking into consideration any
Share that may be issued pursuant to the exercise of the [REDACTED] and any option that may be
granted under the [REDACTED] Share Option Scheme, GX Land & Sea is interested in [REDACTED]
Shares, representing [REDACTED]% of our Shares in issue.

Guidong Electric

Guidong Electric was one of the equity holders of Chesir Pearl. On 16 October 2020, Guidong
Electric entered into the Convertible Bonds Transfer Agreement, pursuant to which Guidong Electric
had become the sole holder of the 2019 Convertible Bonds on 19 October 2020. On 19 October 2020,
Chesir Pearl and Guidong Electric entered into the Convertible Bond Conversion Agreement for the
purpose of converting the 2019 Convertible Bonds into 8,000,000 shares of Chesir Pearl. These shares
were issued to Guidong Electric on the same date. These shares, together with the then 10,000,000
shares of Chesir Pearl held by Guidong Electric, have been transferred to our Company for 18,000,000
Shares pursuant to the Guidong Share Swap. Following completion of the [REDACTED] and without
taking into consideration any Share that may be issued pursuant to the exercise of the [REDACTED]
and any option that may be granted under the [REDACTED] Share Option Scheme, Guidong Electric
is interested in an aggregate of [REDACTED] Shares, representing [REDACTED]% of our Shares in
issue.
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Mr. SU

Mr. SU is an executive Director and one of our Controlling Shareholders. See the section headed
“Directors, Senior Management and Employees” in this document for further information on Mr. SU.
For the purpose of providing additional funding to Chesir Pearl and as agreed in the GX
[REDACTED] Investment Agreement, the SU Subscription Agreement was entered into on 19 October
2020, pursuant to which Mr. SU subscribed for 12,000,000 shares of Chesir Pearl for cash
consideration of RMB122,640,000, representing RMB10.22 for each share of Chesir Pearl. On 19
October 2020, Chesir Pearl allotted and issued to Mr. SU 12,000,000 shares and on 22 October 2020,
Mr. SU fully settled the amount of consideration.

Pursuant to Chesir Pearl Equity Acquisition Agreement, Ertian International and Seven Color
Pearl Investment have been allotted and issued 7,493,138 shares and 4,506,862 shares of Generous
Fortune, respectively, at the direction of Mr. SU. On 18 November 2020, Continuous Profit transferred
3,900,000 Shares to Ertian International for the consideration of the sum of HK$10 as part of the
Reorganisation. On 18 November 2020, pursuant to the Cayman Share Swap, our Company has
allotted and issued 3,593,138 Shares to Ertian International and 4,506,862 Shares to Seven Color
Pearl Investment. As a result, each of Ertian International and Seven Color Pearl Investment holds
7,493,138 Shares and 4,506,862 Shares, and in aggregate 12,000,000 Shares, prior to completion of
the [REDACTED]. Both Ertian International and Seven Color Pearl Investment are wholly-owned by
Mr. SU.

Following completion of the [REDACTED] and without taking into consideration any Share that
may be issued pursuant to the exercise of the [REDACTED] and any option that may be granted under
the [REDACTED] Share Option Scheme, Ertian International is interested in [REDACTED] Shares,
representing [REDACTED]% of our Shares in issue and Seven Color Pearl Investment is interested
in [REDACTED] Shares, representing [REDACTED]% of our Shares in issue.

Equity holders of Chesir Pearl deemed to be our [REDACTED] Investors

Because of the share purchase undertakings given by Hongzun Investment and Mr. SU at the time
of the NEEQ Listing Withdrawal, there were 69 completed transactions involving the transfer of an
aggregate 27,493,141 shares of Chesir Pearl to new purchasers or the then equity holders of Chesir
Pearl following the NEEQ Listing Withdrawal. See the section headed “History, Development and
Reorganisation — Corporate history of our subsidiaries in the PRC — Chesir Pearl — Transfers of
shares of Chesir Pearl following the NEEQ Listing Withdrawal” in this document for a complete list
of these transactions and the names of the transferees in these transactions. These transferees (other
than Mr. SU and WEI Seguang (if4)7)), who have exchanged their shares of Chesir Pearl into the
shares of Generous Fortune pursuant to the Chesir Pearl Equity Acquisition Agreement and ultimately
our Shares by way of the Cayman Share Swap, have become part of the Consent Chesir Pearl Equity

Holders and ultimately, our Shareholders through the Reorganisation. See the section “History,
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Development and Reorganisation — Reorganisation” in this document for further information. These
transferees (other than Mr. SU and WEI Seguang (Fif%)7)) are deemed to be our [REDACTED]
Investors as they acquire the issued share of Chesir Pearl in contemplation of the [REDACTED]. The
directors of Chesir Pearl confirm the following:

(a) the terms of these share transfers (including the selling prices and the number of shares of Chesir
Pearl involved) were negotiated between the transferors and the transferees and that Chesir Pearl

only facilitated the transfers by updating the register of members of Chesir Pearl;

(b) the subject matter of the transfers was the shares of Chesir Pearl which were ranking pari passu
with all other shares of Chesir Pearl with no special rights attached therewith;

(¢) no special treatment had been given by Chesir Pearl to the transferors and/or the transferees in

relation to the share transfer transactions;

(d) no consideration was received by Chesir Pearl or any of its subsidiaries from the share transfer

transactions;

(e) except Mr. SU, Mr. JIN and Mr. HU Yongxiang, all transferors and transferees involved are
Independent Third Parties; and

(f) each of the share transfer transactions has been duly completed on a day which is more than 28
clear days before the date of the first submission of the application for the [REDACTED].

PRINCIPAL TERMS OF THE [REDACTED] INVESTMENTS MADE BY GUIDONG
ELECTRIC, GX LAND & SEA AND MR. SU (THROUGH ERTIAN INTERNATIONAL AND
SEVEN COLOR PEARL INVESTMENT)

The table below summarises the principal terms of the [REDACTED] Investments:

Guidong Electric GX Land & Sea Mr. SU

Date ............... 19 October 2020 19 October 2020 19 October 2020 (being
(being the date (being the date of the GX the date of the SU
Convertible Bonds [REDACTED] Investment Subscription Agreement)
Conversion Agreement) Agreement)

Number of shares of 8,000,000 12,787,724 12,000,000
Chesir Pearl converted
or subscribed . . ... ...

Number of Shares held in [REDACTED] [REDACTED] [REDACTED] (by Ertian
relation to the International)
[REDACTED] [REDACTED] (by Seven
Investments upon Color Pearl Investment)

completion of the
Reorganisation and the
[REDACTED] .......
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Completion date of the
share allotment

Investment amount

Basis of determining the
investment amount . . .

Implied valuation in
Chesir Pearl. ... ... ..

Settlement date of the
investment amount . . . .

Investment cost per Share .

Discount to the mid-point
of the indicative range
of the [REDACTED]

Use of the net proceeds
from the [REDACTED]
Investments

Interest rate. . . ... ... ..

Maturity date. . . .......

Guidong Electric

GX Land & Sea

Mr. SU

18 November 2020

RMB72,240,000
RMB9.03 for each share

. of Chesir Pearl, which

was determined with
reference to the market
capitalisation of Chesir
Pearl at the relevant time
of the Convertible Bonds
were issued.

RMB1,350.5 million

19 October 2020

RMBI1.51
[REDACTED]%

The original amount of
the net proceeds from the
2019 Convertible Bonds
was RMB72,240,000
which was used for the
construction of the Phase
2 Production Plant and as
general operating capital,
which had been fully
utilised as of the Latest
Practicable Date.

8% per annum (which
was applicable only to
the 2019 Convertible
Bonds), and an aggregate
of RMB&.0 million has
been paid by Chesir Pearl
to the Bondholders

30 May 2021

18 November 2020

RMB125,319,695

RMB9.80 for each share
of Chesir Pearl, which
was determined after
arm’s length negotiations
between Chesir Pearl and
GX Land & Sea taking
into consideration the
exercise price of the 2019
Convertible Bonds.

RMB1,465.7 million

17 November 2020

RMB1.63
[REDACTED]%

The amount of investment
has been provided to
Generous Fortune which
has been injected into
Global New Material
(HK) for subscribing
12,787,724 new shares of
Chesir Pearl as part of
the Reorganisation. The
amount is to be used as
our general working
capital.

Not applicable

Not applicable
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18 November 2020

RMB122,640,000

RMB10.22 for each share
of Chesir Pearl, which
was determined after
arm’s length negotiations
between Chesir Pearl, GX
Land & Sea and Mr. SU
taking into consideration
the investment cost for
each share of Chesir
Pearl paid by GX Land &
Sea under the GX
[REDACTED] Investment
Agreement.

RMB1,528.5 million
22 October 2020
RMB1.70

[REDACTED]%

The amount of investment
has provided additional
funding to be used as our
general working capital.

Not applicable

Not applicable
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Lock-up undertaking

Special rights

Strategic benefits the

[REDACTED] Investors
will bring tous. . ... ..

Guidong Electric

GX Land & Sea

Mr. SU

. Pursuant to the Guidong

Lock-Up Deed, Guidong
Electric has undertaken
by way of deed not to
transfer, dispose of, nor
enter into any agreement
to transfer, dispose of or
otherwise create any
options, rights, interests
or encumbrances in
respect of the Shares held
by it upon the
[REDACTED] during the
First Six-Month Period.

Guidong Electric is one
of the largest
shareholders of Chesir
Pearl and has become our
Shareholder following
completion of the
Reorganisation. The
transfer and conversion of
the 2019 Convertible
Bonds by Guidong
Electric will assist us in
reducing our on-going
interest payment for the
2019 Convertible Bonds.

The Shares rank pari
passu with other Shares
in issue or to be issued
by our Company. No
special rights have been
granted to Guidong
Electric.

Pursuant to the GX
[REDACTED] Investment
Agreement and the GX
Lock-up Deed, GX Land
& Sea has undertaken by
way of deed not to
transfer, dispose of, nor
enter into any agreement
to transfer, dispose of or
otherwise create any
options, rights, interests
or encumbrances in
respect of the Shares held
by it upon the
[REDACTED] during the
First Six-Month Period.

Provide funding to
facilitate the conversion
of Chesir Pearl into a
sino-foreign equity joint
venture for the purpose of
the [REDACTED]. GX
Land & Sea is also an
established investment
fund which will assist us
in implementing various
corporate governance
measures following
completion of its
investment.

The Shares rank pari
passu with other Shares
in issue or to be issued
by our Company. Certain
special rights have been
granted to GX Land &
Sea, which will be
terminated upon the
[REDACTED]. See the
paragraphs under
“Additional terms of the
GX [REDACTED]
Investment Agreement”
below for the special
rights granted to GX
Land & Sea.

[REDACTED]
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Mr. SU is one of our
Controlling Shareholders.
See the sections headed
“Controlling Shareholders
and Substantial
Shareholders” and
“[REDACTED]” in this
document for the lock-up
arrangement during the
First Six-Month Period
and the Second
Six-Month Period.

Provide additional
funding to Chesir Pearl
for implementation of its
expansion plans.

The Shares rank pari
passu with other Shares
in issue or to be issued
by our Company. No
special rights have been
granted to Mr. SU
(including Ertian
International and Seven
Color Pearl Investment).
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ADDITIONAL TERMS OF THE GX [REDACTED] INVESTMENT AGREEMENT

Representations and warranties

The following sets forth the representations and warranties given by Chesir Pearl for the benefit

of GX Land & Sea under the GX [REDACTED] Investment Agreement

(a)

(b)

(c)

(d)

(e)

Chesir Pearl is a legally established and validly existing legal entity which has the corporate
power to enter into the GX [REDACTED] Investment Agreement and perform the obligations
under the GX [REDACTED] Investment Agreement;

Chesir Pearl has the full right, power and authority to enter into the GX [REDACTED]
Investment Agreement and to perform the obligations thereunder;

The performance of the obligations under the GX [REDACTED] Investment Agreement by
Chesir Pearl have not violated relevant laws, regulations and its constitutional documents or
breached any agreements entered into by Chesir Pearl with other third parties;

There are no lawsuits or administrative, arbitration or other proceedings or contingent liabilities
pending or threatened against or relating to Chesir Pearl that could hinder the [REDACTED];

and

Chesir Pearl will strictly implement the Reorganisation as agreed with GX Land & Sea.

Special rights granted to GX Land & Sea under the GX [REDACTED] Investment Agreement
shall be automatically terminated upon the [REDACTED]

GX Land & Sea has been granted by Chesir Pearl under the GX [REDACTED] Investment

Agreement the following special rights:

(a)

(b)

(c)

the information right to require Chesir Pearl to provide (i) the annual audited accounts under the
applicable accounting standards in the PRC within 120 days from the relevant year end, (ii) the
monthly management accounts under the applicable accounting standards in the PRC within 30
days from the relevant month end and (iii) the annual budget not less than 30 days before the
date of commencement of the relevant financial year. Such information right will be terminated
upon the [REDACTED].

the right to appoint a non-executive Director and such non-executive Director appointed shall
resign from our Board on the earlier of the date on which (i) the equity investment made by GX
Land & Sea is required to be purchased by Mr. SU and (ii) the results of the hearing of the
[REDACTED] application by the [REDACTED]. Hence, such right of appointment of Director
will be terminated upon the [REDACTED].

the right to request Mr. SU to purchase all of the Shares held by it (the “Repurchase Right”)
in the event that:

(i) our Company cannot be [REDACTED] on the Stock Exchange on or before 31 December
2021;
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(i) Mr. SU or Chesir Pearl has informed GX Land & Sea that the preparation for the
[REDACTED] would be suspended on or before 31 December 2021 or the application for
the [REDACTED] has been rejected by the [REDACTED];

(iii) Chesir Pearl is in corporate dissolution proceedings or applying for liquidation under the

applicable PRC laws and regulations;

(iv) Chesir Pearl is required to cease or suspend its business operations by the relevant

government authorities in the PRC;

(v) Chesir Pearl has breached any the representations and warranties in the GX [REDACTED]

Investment Agreement; and

(vi) the Reorganisation cannot be completed.

The purchase price under the Repurchase Right has been agreed as the amount of investment plus
8.0 per cent. and the cash dividends that may be entitled by GX Land & Sea. If this purchase price
is less than the net asset value of our Company, the purchase price shall be adjusted upward. The
amount of net asset value is based on the latest audited financial statements of our Company. Any
overdue amount under the GX [REDACTED] Investment Agreement will be subject to a daily interest
rate of 0.05% from the expiry date of the first six-month period immediately after the triggering event

of share purchase.

In compliance with Guidance Letter HKEX-GL43-12 issued by the Stock Exchange, all special
rights granted to GX Land & Sea will be automatically terminated upon the [REDACTED].

As of the Latest Practicable Date, GX Land & Sea had not exercised the Repurchase Right.

Consistent with the Guidance Letter HKEX-GL43-12

Our Directors have considered the Guidance Letter HKEX-GL43-12 issued by the Stock
Exchange in October 2012 and as updated in July 2013 and March 2017 and confirm that the
Repurchase Right could only be exercisable when there is no [REDACTED] or at the time when our
Company is unable to comply with the [REDACTED] requirements on the Stock Exchange given that
Chesir Pearl is the principal operating entity of our Group. The Reorganisation has also been
completed since November 2020 and it would not entitle GX Land & Sea to exercise the Repurchase
Right because of non-completion. All special rights including the Repurchase Right granted to GX
Land & Sea will also be terminated upon the [REDACTED]. Our Directors are therefore of the view
that the Repurchase Right and the other special rights granted to GX Land & Sea are not inconsistent
with paragraph 3.6(c) of the Guidance Letter HKEX-GL43-12 issued by the Stock Exchange in
October 2012 and as updated in July 2013 and March 2017.
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BACKGROUND INFORMATION OF GX LAND & SEA, GUIDONG ELECTRIC AND MR. SU
GX Land & Sea

GX Land & Sea is an investment holding company incorporated in the BVI with limited liability
on 20 March 2020 and is wholly-owned by Guangxi Land & Sea Connectivity Fund (Limited
Partnership) (“Guangxi Land & Sea”). Pursuant to the terms of the GX [REDACTED] Investment
Agreement, GX Land & Sea has the right to designate, and has designated, a non-executive director
and an alternate director to such non-executive director (the “GX Directors”) to our board of directors
in October 2020. Such right will cease upon the [REDACTED] and the GX Directors have resigned
in May 2021 pursuant to the terms of the GX [REDACTED] Investment Agreement.

Guangxi Land & Sea is a limited partnership established in the PRC on 26 November 2018.
Guangxi Land & Sea is an investment and venture capital fund for the primary purpose of making
investment in the PRC and Southeast Asian countries with current portfolio size of more than RMB2.0
billion, the general partner of which is Guangxi Luhai Xintongdao Equity Investment Management
Center (Limited Partnership) (/3 P4 [ Vi 48 48 B HE 3 & 4 B o0y (B PR A 1K) ). Our Group became
acquainted with Guangxi Land & Sea in January 2019, through introduction by The People’s
Government of Guangxi Zhuang Autonomous Region. Having considered the market trend and
business opportunities in the pearlescent pigment industry, our business performance, products
portfolio, management, market position and prospects, Guangxi Land & Sea decided to invest in our
Group through GX Land & Sea pursuant to the GX [REDACTED] Investment Agreement. GX Land
& Sea’s investment has allowed us to increase our general working capital. To the best of the
knowledge, information and belief of our Directors and after making reasonable enquiries, the
ultimate beneficial owner of Guangxi Land & Sea is the PRC Government and GX Land & Sea is the

foreign investment holding vehicle of Guangxi Land & Sea which has no business activity to date.
Guidong Electric

Guidong Electric is a company established under the laws of the PRC on 4 December 1998 with
limited liability by shares. The shares of Guidong Electric have been listed on the Shanghai Stock
Exchange since 28 February 2001 (stock code: 600310). As of the Latest Practicable Date, Guidong
Electric had a market capitalisation of RMB4,788.3 million. To the best of our Directors’ knowledge,
information and belief having made all reasonable enquiries, the major shareholder of Guidong
Electric is Guangxi ZR Development Group Co., Ltd. (/% PG iF{# % R £ E A7 R A A, “Guangxi ZR”)
which held 39.96% shareholding in Guidong Electric. Guangxi ZR is owned by Guangxi Investment
Group Co., Ltd. (ETGHEHEBAERAF]) as to 85.0% which is wholly-owned by the PRC
Government.

The headquarters of Guidong Electric are located in Hezhou City, Guangxi Zhuang Autonomous
Region of the PRC and is principally engaged in power generation, power supply, power investment
and development, transportation construction and infrastructure development. The chairman of the

board of directors of Guidong Electric is Mr. QIN, who is also an executive Director.
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Mr. SU

Mr. SU is one of our executive Directors and Controlling Shareholders. See the section headed
“Directors, Senior Management and Employees” in this document for further information of Mr. SU.
Ertian International and Seven Color Pearl Investment are investment holding companies

wholly-owned by Mr. Su and they are carrying on no business activities.

Save as disclosed above, to the best of our Directors’ knowledge, information and belief having
made all reasonable enquiries, none of the [REDACTED] Investors have any past or present
relationship or any agreements, arrangements or understanding with our Company, our subsidiaries,
other Shareholders, Directors or senior management and any of their respective close associates and

was an Independent Third Party as of the Latest Practicable Date.

CONFIRMATION FROM THE SOLE SPONSOR

Since the investment amount by each of the [REDACTED] Investors was fully settled on a date
which is more than 28 clear days before the date of submission of the initial [REDACTED]
application, the Sole Sponsor is of the view that such investments are made in compliance with the
Guidance Letters HKEx-GL29-12 (updated in March 2017), HKEx-GL43-12 (updated in July 2013
and March 2017) and HKEx-GL44-12 (updated in March 2017) of the Stock Exchange.
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OVERVIEW

We are the largest pearlescent pigment producer in the PRC market as measured by revenue in
2020 with a market share of 11.0%, according to the Frost & Sullivan Report. In the global market,
we are the fourth largest pearlescent pigment producer as measured by revenue in 2020 with a market
share of 3.0%. Our Directors therefore believe that we are a leading pearlescent pigment producer
based in the PRC. Our principle products include natural mica-based and synthetic mica-based
pearlescent pigment products. Pearlescent pigment products are generally used as colourants in a wide
range of industrial and non-industrial applications. The synthetic mica-based pearlescent pigment
market is in a state of rapid development and accounted for 15.8% of the PRC pearlescent pigment
market of RMB4,843.9 million in 2020. The market size of the global pearlescent pigment market
reached RMB18.9 billion in 2020, in which the synthetic mica-based pearlescent pigment market
accounted for a market share of 11.7%.

Our business principally focuses on the production and sales of a comprehensive portfolio of
pearlescent pigment products for use in diverse applications and industries, including industrial
coatings, plastics, textiles and leather, cosmetics and automotive coatings. We are a midstream
producer in the value chain of pearlescent pigment industry. Our pearlescent pigment products can be
broadly divided into (a) natural mica-based pearlescent pigment products; (b) synthetic mica-based
pearlescent pigment products; (c) glass flake-based pearlescent pigment products; and (d) silicon
oxide-based pearlescent pigment products, and they are sold to customers in the PRC and more than
30 countries and territories in Asia (excluding the PRC), Europe, Africa and South America under our
brand of “Chesir Pearl” ’CHESlR . In addition, we also produce and sell synthetic mica powder of
different granule sizes which can be used for the production of different grades of pearlescent pigment
products (including those used in cosmetics, ceramics and automotive applications) and also as raw
materials for the production of functional fillers, insulating materials, refractory materials and
nickel-hydrogen batteries.

Our pearlescent pigment products primarily use natural mica, synthetic mica, glass flakes and
silica as substrates, which are coated with a single or multiple layers of metal oxides. As of the Latest
Practicable Date, our pearlescent pigment products comprised a comprehensive portfolio of various
applications, colours, texture and glossiness, which include 473 natural mica-based pearlescent
pigment products, 266 synthetic mica-based pearlescent pigment products, 30 glass flake-based
pearlescent pigment products and five silicon oxide-based pearlescent pigment products. Our
synthetic mica powder products are of different granule sizes.

Our production plant is located in Liuzhou City, Guangxi Zhuang Autonomous Region, the PRC
with a total site area of 99,688.2 sq.m. and an aggregate gross floor area of 56,445.6 sq.m., which is
strategically located and accessible to different provinces in the PRC through the national highway
networks. Since our establishment, we have continued to expand the production capacity of our Phase
1 Production Plant. Our designed annual production capacity of pearlescent pigment products
increased from 10,464 tonnes for the year ended 31 December 2018 to 12,978 tonnes for the year
ended 31 December 2019 and further increased to 13,740 tonnes for the year ended 31 December
2020. The utilisation rate of our production facilities for pearlescent pigment products improved from
84.2% for the year ended 31 December 2018 to 87.4% for the year ended 31 December 2019. Our
utilisation rate had reached 98.3% for the year ended 31 December 2020. We believe that our scale
of production has enabled us to achieve economies of scale through increasing our production
efficiency and lowering our cost of production while ensuring a stable product quality.
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We have strong research and development capability. Our research and development efforts
focus on the development of new products and new applications, improving our production and
processing technology, enhancing our efficiency and upgrading our production plant and machinery.
Our research and development efforts are well recognised and we have received a number of awards
and recognitions. We obtained the accreditation of ‘“National Intellectual Property Advantage
Enterprise” (Bl & Ak i HEME S/ 3) in 2017 and “Innovative Technology Exemplary Enterprise” ($£
M #1587 7~ #5.4> 2£) in Guangxi Zhuang Autonomous Region in 2018. One of our registered patents was
awarded with gold award in 2014 and three registered patents were awarded with silver award in 2014,
2017 and 2018 in “Guangxi Innovation Creation Exhibition and Trade Fair Participating Project” (J&
@?é%ﬁ”?ﬁﬁi%%%fé%@lﬁﬁ). These recognitions have proven our research and development
capability.

We also have collaborations with universities and institutions in the PRC on various research
projects, which include our cooperation with (a) Guangxi Academy of Sciences (J&V§EMEEE) to
establish the National Enterprise Research and Development Technology Center (|5 % 11> S 85 £ i
H1.0>) for research and development on industrial applications of pearlescent pigment products and
synthetic mica and (b) Hubei University of Technology (3t T# K) to establish the “Chesir
Pearlescent New Material Research and Development Center” (L @ZRIEH M BHFEEH L) for
research and development of new pearlescent pigment products, new applications of pearlescent
pigment products, as well as improvement and development of new production technology and
upgrading our production plant and machinery. We had registered 12 patents and had submitted 26
patent applications in the PRC as of the Latest Practicable Date. As of the Latest Practicable Date,
Chesir Pearl has undertaken eight scientific research projects on national level, provincial and
ministerial level in the PRC. See the paragraphs under “Research and development” below for further
information.

As a result of our devoted efforts and commitments, we have achieved significant revenue
growth during the Track Record Period. Our revenue increased significantly by 38.5% from
RMB318.2 million in 2018 to RMB440.6 million in 2019. Our revenue further increased by 29.2% to
RMB569.1 million during the year ended 31 December 2020.

According to the Frost & Sullivan Report, the market size of the global pearlescent pigment
market is expected to reach RMB44.6 billion by 2025 at a CAGR of 23.9% from 2021 to 2025, among
which synthetic mica-based pearlescent pigment is expected to account for a market share of 23.6%.
The PRC pearlescent pigment market is also in a state of rapid development and is expected to reach
RMB14.2 billion by 2025 at a CAGR of 30.8% from 2021 to 2025, among which synthetic mica-based
pearlescent pigment products market is expected to reach RMB4.6 billion, accounting for a market
share of 32.6%.

We plan to use a significant portion of the [REDACTED] to partially finance the construction
of our Phase 2 Production Plant for the production of pearlescent pigment products, in particular,
high-end pearlescent pigment products with a designed annual production capacity of 30,000 tonnes,
and our Luzhai Synthetic Mica Plant for the production of synthetic mica powder with a designed
annual production capacity of 30,000 tonnes. See the section headed “Future Plans and
[REDACTED]” in this document for further information.
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We believe we are well positioned to continue to solidify and expand our market share in the
pearlescent pigment and synthetic mica industries and take advantage of the rapidly growing demand
for high-end pearlescent pigment products and synthetic mica products in both the PRC and
international markets.

OUR STRENGTHS

We believe that the following strengths have contributed to our success and distinguish us from
our competitors:

We are one of the largest pearlescent pigment producers in the PRC.

We are the largest pearlescent pigment producer in the PRC market as measured by revenue in
2020 with a market share of 11.0%, according to the Frost & Sullivan Report. In the global market,
we are the fourth largest pearlescent pigment producer as measured by revenue in 2020 with a market
share of 3.0%. Our principle products include natural mica-based and synthetic mica-based
pearlescent pigment products. Pearlescent pigment products are generally used as colourants in a wide
range of industrial and non-industrial applications. The synthetic mica-based pearlescent pigment
market is in a state of rapid development and accounted for a significant proportion of the pearlescent
pigment market, which represented 15.8% of the PRC pearlescent pigment market of RMB4,843.9
million in 2020.

During the Track Record Period, we sold our products in the PRC and to more than 30 countries
and territories in Asia (excluding the PRC), Europe, Africa and South America. We produce and sell
a comprehensive portfolio of pearlescent pigment products covering diverse applications and
industries, including automotive coatings, cosmetics, industrial coatings, plastics, printing, textile and
leather and ceramics. As of the Latest Practicable Date, our pearlescent pigment products comprised
a comprehensive portfolio of different applications, colours, texture and glossiness, which include
473 natural mica-based pearlescent pigment products, 266 synthetic mica-based pearlescent pigment
products, 30 glass flake-based pearlescent pigment products and five silicon oxide-based pearlescent
pigment products. We also produce and sell synthetic mica powder products of different granule sizes,
which can be used for the production of different grades of pearlescent pigment products (including
those used in cosmetics, ceramics and automotive applications) and also as raw materials for the
production of functional fillers, insulating materials, refractory materials and nickel-hydrogen
batteries.

We have been persistent in our innovation and research efforts in the development of new
products and new applications through continuous improvements in our production and processing
technology as well as our production plant and machinery, which have laid the foundation and led to
our rapid growth. During the Track Record Period, we have continued to expand the production
capacity of our Phase 1 Production Plant. Our designed annual production capacity of pearlescent
pigment products increased from 10,464 tonnes for the year ended 31 December 2018 to 12,978 tonnes
for the year ended 31 December 2019 and further increased to 13,740 tonnes for the year ended 31
December 2020. Our designed annual production capacity for synthetic mica powder had remained
stable during the two years ended 31 December 2019 at 4,752 tonnes and increased to 9,504 tonnes
for the year ended 31 December 2020. We believe that our scale of production has enabled us to
achieve economies of scale through increasing our production efficiency and lowering our cost of
production while ensuring a stable product quality.
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As a new type of functional material, the market growth of pearlescent pigment product is
primarily driven by the gradual replacement of and as an alternative to traditional organic pigment and
metallic pigment, as well as the expansion of the use of pearlescent pigment product to other
innovative downstream applications. Pearlescent pigment product has remarkable chemical and
optical properties, such as temperature resistance, weather resistance, lightfastness, water resistance
and colour fastness. There has been wider acceptance of the use of pearlescent pigment by customers

generally in different industries.

We believe we are well positioned to continue to solidify our market position and expand our
market share in the pearlescent pigment industry taking advantage of the rapid increase in demand for

pearlescent pigment products in both the PRC and the international markets.

According to the Frost & Sullivan Report, the market size of the global pearlescent pigment
market is expected to reach RMB44.6 billion by 2025 at a CAGR of 23.9% from 2021 to 2025, among
which synthetic mica-based pearlescent pigment is expected to account for a market share of 23.6%.
The PRC pearlescent pigment market is also in a state of rapid development and is expected to reach
RMB14.2 billion by 2025 at a CAGR of 30.8% from 2021 to 2025, among which synthetic mica-based
pearlescent pigment products market is expected to reach RMB4.6 billion, accounting for a market
share of 32.6%. The PRC Government also has support for the development of the pearlescent pigment
market. Pursuant to the Notice of Increasing Tax Rebate for Specified Products € B# i #2 = #5450 2 b
IR BIRN A1) issued by the State Taxation Administration in March 2020, pigments and
pigment-based products are listed as export products that enjoy tax rebates at the latest rate of 13.0%.
According to the Catalogue for Guiding Industrial Restructuring (Version 2019) ¢ 35 &f A o 2 45 &
H#k (20194-4) ) issued by the NDRC in November 2019, manufacturing of organic pigments
products that have high lightfastness, high weather resistance and high performance is included as one

of the encouraged industries and enjoys policy support.

Our proprietary production technologies and well-designed production plant and machinery are

key to ensuring our product quality.

Our proprietary production technologies and the use of well-designed production plant and
machinery in our production processes are key to ensuring our product quality and improving our
production efficiency. We focus on refining and improving our production processes, developing

corresponding machinery and continue to improve the automation level of our production process.

For the production of synthetic mica powder, our adoption of the technology of fully-sealed and
insulated negative pressure melting technology (& B H:2 % & & BEIEHIFLIMT) ensures energy
saving and prevents exhaust gas volatilised by the crystals from emitting and being treated internally
for environmental protection. We use internal thermal resistance method (AIZATEFL) in the
production of synthetic mica, pursuant to which the furnace for the melting process is built with
special insulation materials with intelligent automation control, which has improved the output level,
minimised impurities created, enhanced energy saving and reduced pollution made to the

environment.
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Through the use of the technology of synthetic mica high-pressure pulping, mica powder
grinding and classification technology ({3 2 £ i EHI4E ~ FEERB W 73 AL 1T), we have refined
the technology of high-pressure hydraulic pulping and centrifugal classification technology in the
production of synthetic mica, which has significantly improved the whiteness and
diameter-to-thickness ratio of synthetic mica and has also enhanced our output level and production
efficiency. Our self-developed intelligent automation control system for the melting and
crystallisation processes in the production of synthetic mica ({5 02 BF¥4 il 45 o B B R 4%)
allows us to have precise control of the crystallisation process ensuring complete crystallisation with
thorough removal of impurities.

With the development of a new milling equipment and advancement of the mica grinding
technology (Z= FFiEJEE . fl7), we can have accurate and precise control of the particle size and diameter
of mica powder and reduce the coarse particles, ensuring a smooth surface and good
diameter-to-thickness ratio of mica powder. The improved mica grinding technology and equipment
has significantly improved our production efficiency.

Through the use of our patented wet classification and wet synthesis technology and our
automatically controlled centrifugal classification method, we have optimised our production process
and reduced the time required for the classification and sedimentation processes in the production and
processing of mica powder and the mica powder generated has uniform particle size and low coarse
particles.

For the production of pearlescent pigment products, we have implemented intelligent automation
in the wet chemical hydrolysis coating process, from the feeding of mica slurry to the control of
various parameter conditions during the entire hydrolysis coating process, which stabilises the
product quality and minimises any colour difference.

We expect there would be a growing demand for high-end and high-performance different grades
of pearlescent pigment products (including those used in cosmetics, ceramics and automotive
applications), which have witnessed the fastest growth among the downstream applications of
pearlescent pigment products. According to the Frost & Sullivan Report, the market size of the global
automotive pearlescent pigment market is expected to reach RMB4.5 billion by 2025 at a CAGR of
47.1% from 2021 to 2025 while the global cosmetics pearlescent pigment market is expected to reach
RMBS.7 billion by 2025 at a CAGR of 32.8% from 2021 to 2025. In the PRC, the market size of the
automotive pearlescent pigment market is expected to reach RMBI1.7 billion by 2025 at a CAGR of
52.4% from 2021 to 2025 while the cosmetics pearlescent pigment market is expected to reach
RMB2.3 billion by 2025 at a CAGR of 34.0% from 2021 to 2025.

Our synthetic mica powder products are certified as having free fluorine level of less than 10ppm
pursuant to the Japanese Standard of Quasi-Drug Ingredients Standards and are safe for use in
cosmetics. Our cosmetic-grade pearlescent pigment products can be used in the production of
high-end cosmetics. Our automotive pearlescent pigment products have passed the IATF 16949:2016
certification, which is the general standard of the international automotive industry. Our automotive
pearlescent pigment products can withstand harsh environmental conditions and UV exposure and
have the characteristics of weather resistance, light stability, chemical inertness, thermal stability,
with high colour fidelity, colour durability, colour constancy and lasting brilliance.
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We have implemented a comprehensive quality control system throughout our entire production
process. Chesir Pearl has been accredited with ISO 9001:2015 Quality Management System
certification, which involves annual reviews of our production process and the implementation of
quality management systems. Chesir Pearl has also been accredited with GB/T 45001-2020/ISO
45001:2018 occupational health and safety management system and ISO14001 environmental
management system. Chesir Pearl has also obtained the REACH certification for products sold to the
EU in compliance with the REACH standards for chemicals entering the EU and KKDIK
Pre-registration Certification for products sold to Turkey.

We have strong research and development capability.

We have strong research and development capability. Our research and development efforts
focus on the development of new products and new applications, improving our production and
processing technology, enhancing our production efficiency and upgrading our production plant and

machinery.

During the Track Record Period, our research and development expenditures amounted to
RMB10.7 million, RMB23.2 million and RMB29.3 million, respectively. These amounts were charged
to our consolidated statements of profit or loss as part of our administrative and other operating
expenses. Our research and development expenditures accounted for 3.4%, 5.3% and 5.1% of our total
revenue for the Track Record Period, respectively. Our research and development expenditures mainly
include the cost of raw materials, staff costs and utilities. We currently expect that we will maintain
our research and development expenditures to a level of around five per cent. of our revenue in each
year following the [REDACTED].

As of 31 December 2020, we had 40 research and development team members in our research
and development centre and 28 technicians overseeing production activities at our Phase 1 Production
Plant. Among our 40 research and development team members, more than 20 of them are holders of
bachelor’s degrees or above, including five master’s degree holders, four doctor’s degree holders and
three professors. Our research and development efforts are currently led by Professor FU
(fH &4 %4%7), our chief engineer and a pioneer in pearlescent pigment industry in the PRC, Mr. LIN
Zhengjiao (MRIEZLSEZE), our research and development director, and Mr. FENG Zhonggi
(5 RESEE), our deputy chief engineer. All of them have extensive experience in the pearlescent

pigment and synthetic mica industries.

We also have collaborations with universities and institutions in the PRC on various research
projects. For example, we cooperated with (a) Guangxi Academy of Sciences (J&VFGFIE[E) to
establish the National Enterprise Research and Development Technology Center ([ % 1 S5 85 £ 1l
H.0») for research on the industrial applications of pearlescent pigment products and synthetic mica
and (b) Hubei University of Technology (#1dt T3 K%£) to establish the “Chesir Pearlescent New
Material Research and Development Center” (LG HMEIFEEF L) for research and

development of new products and new applications, improvement and development of new production
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technology and upgrading our production plant and machinery. We have also entered into various
cooperations with Guangxi University (J& 7§ X %£) and Guangxi University of Science and Technology
(FEVGRHE K EL). See the paragraphs under “Research and development” below for further
information.

As of the Latest Practicable Date, Chesir Pearl has undertaken eight scientific research projects
on national level, provincial and ministerial level in the PRC, such as “Implementation Plan of
Synthetic Mica” (& M ELE i /%) and “Research and Development and Industrialisation of Key
Technology of Weather-resistance Pearlescent Pigment Materials of Automobile on Provincial Level”
(8 SRV HE P 55 o it BT R O BEUR) B SR B it % S 2E4L). We manage to achieve successful
development of new products, commercialisation and mass-production of new products as a result of
our research and development efforts from our research and development projects. See the paragraphs
under “Research and development” below for further information. We had registered 12 patents and
had submitted 26 patent applications in the PRC as of the Latest Practicable Date. Our patented
production technology includes inventions to colours, textures, heat resistances and electrical
conductivity of pearlescent pigment products. See the paragraphs under “B. Further information about

Lt}

the business of our Group — 2. Intellectual property” in Appendix V to this document for further

information.

Our research and development efforts are well recognised and we have received a number of
awards and recognitions. We obtained the accreditation of “National Intellectual Property Advantage
Enterprise” (B & Ak HEE S 3) in 2017 and “Innovative Technology Exemplary Enterprise”
(BT 818 7~ # A 2) in Guangxi Zhuang Autonomous Region in 2018. One of our registered patents
was awarded with gold award in 2014 and three registered patents were awarded with silver award in
2014, 2017 and 2018 in “Guangxi Innovation Creation Exhibition and Trade Fair Participation
Project” (J& V4 #5 B A4k R B A8 % @ JH H ). See the paragraphs under “Awards and recognitions”
below for further information.

With our recognised product research and development, our production scale, production
know-how, experience and expertise in the pearlescent pigment and synthetic mica industries, we
believe we will be able to further strengthen our position in the pearlescent pigment and synthetic
mica markets.

We have a strong marketing team.

We believe that the extensive coverage of our sales network in the PRC enables us to reach out
to a broader customer base, thereby establishing our market presence and brand awareness in the PRC.
We have established a strong sales channel across different provinces and cities in the PRC through
the trading company customers.

For our sales in the PRC, we have a total of 48 sales personnel with designated teams responsible
for three specified geographical regions in which our customers are located. We have established sales
offices in Chengdu in Sichuan Province, Hangzhou in Zhejiang Province, Zhengzhou in Henan
Province, Wuhan in Hubei Province, Guangzhou and Dongguan in Guangdong Province and Shanghai.
In order to strengthen our relationship with the trading company customers, we have our dedicated
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sales and marketing team who pay visits to the trading company customers on a regular basis for
feedback on our products, assist with the provision of after-sales services, promote our products,
provide trainings on product technical specifications and downstream applications. A majority of our
sales personnel have over five years of experience in the sales of pearlescent pigment products.

During the Track Record Period, a significant proportion of our pearlescent pigment products
were sold to trading company customers. During the Track Record Period, revenue generated from our
sales to trading company customers amounted to RMB257.6 million, RMB346.6 million and
RMB463.5 million, respectively, accounting for 80.9%, 78.7% and 81.4% of our total revenue. During
the Track Record Period, our products were sold to 212, 213 and 235 trading company customers.

During the Track Record Period, our products are sold to customers in more than 30 countries
and territories in Asia (excluding China), Europe, Africa and South America. As of the Latest
Practicable Date, we had a team of nine sales personnel dedicated to managing our sales to customers
in international markets.

We have an experienced management team.

Our executive Directors and senior management team have extensive experience in the
pearlescent pigment industry. Mr. SU has about ten years of experience in the pearlescent pigment
industry. In addition, most of our senior management have more than ten years of experience in the
management or operations of pearlescent pigment and synthetic mica products manufacturing. We
believe that our Directors and senior management’s industry vision, dedication and management
experience have helped facilitate the development of our business. In addition to formulating our
business plans and strategies, they focus on the consistent delivery of high-quality products and
continuous technological innovations. They have also fostered a corporate culture that keeps our staff
motivated and attracts high-calibre staff to our Group, which we believe is instrumental to our
continued success. See the section headed “Directors, Senior Management and Employees” in this
document for further information.

OUR STRATEGIES

We intend to continue to increase our market share in the pearlescent pigment and synthetic mica
industries. To achieve our goals, we plan to pursue the following strategies:

Expand our production capacity for the production of pearlescent pigment products.

According to the Frost & Sullivan Report, the market size of the PRC pearlescent pigment
market is expected to grow at a CAGR of 30.8% from RMBS5.7 billion in 2021 to RMB14.2 billion
in 2025 while the market size of the global pearlescent pigment product market is expected to grow
at a CAGR of 23.9% from RMB22.8 billion in 2021 to RMB44.6 billion in 2025. There has been rapid
growth in the demand and market of pearlescent pigment products on account of the expansion of
downstream applications and wide acceptance of pearlescent pigment products for its new aesthetic
and visual effect, remarkable chemical properties such as temperature resistance, weather resistance,
lightfastness, colour fastness and water resistance.
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We plan to construct our Phase 2 Production Plant for the production of pearlescent pigment
products with an estimated designed annual production capacity of 30,000 tonnes and Luzhai
Synthetic Mica Plant for the production of synthetic mica flakes with an estimated designed annual
production capacity of 30,000 tonnes.

Phase 2 Production Plant

We plan to allocate [REDACTED]% of the [REDACTED] to partially finance the construction
of our Phase 2 Production Plant for the production of pearlescent pigment products, in particular,
high-end and high-performance pearlescent pigment products with a designed annual production
capacity of 30,000 tonnes. The estimated investment amount for our Phase 2 Production Plant is
RMB1,337.9 million. As of the Latest Practicable Date, we have used RMB243.4 million. Other than
the amount of RMB[REDACTED] allocated out of the [REDACTED] for the purpose, it is our plan
that the remaining balance of RMB[REDACTED] will be funded by our internal and/or external
financial resources. See the section headed “Future Plans and [REDACTED]” in this document for
further information. Our Phase 2 Production Plant will be an industrial complex with a total gross

floor area of 145,180.3 sq.m. and will have the following facilities:

(a) four factory buildings with an aggregate designed annual production capacity of 30,000 tonnes

of pearlescent pigment products, in particular, high-end pearlescent pigment products;
(b) supply of electricity facilities;
(c) ancillary facilities and warehouses;
(d) staff quarters;
(e) administrative buildings; and

(f) sewage treatment facilities.
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According to the expected timetable for the construction of our Phase 2 Production Plant, our
Directors expect to invest RMB770.7 million, RMB137.1 million, RMB326.3 million and RMB103.8
million during the respective stages. Based on the planned investment in building, property, plant and
equipment, our Directors expect that the depreciation expense would increase by RMB9.1 million,
RMB38.5 million, RMB52.6 million, RMB66.3 million and RMB70.2 million for each of the five
years ending 31 December 2025. Our Directors expect that the implementation of our expansion plans
and the construction of our Phase 2 Production Plant may lead to an increase in depreciation expense
in the future and our financial performance and operating results could be affected as a result. See the
section headed “Risk Factors — Risks relating to our business — Our plan to construct our Phase 2
Production Plant and our Luzhai Synthetic Mica Plant will increase our depreciation expense and
could adversely affect our operating results and financial position” in this document for further

information.

As of the Latest Practicable Date, we have completed technical design and initial construction
works including underground foundation work, fences, roadworks, construction of temporary
facilities and procurement of steel structures for the factory. We have obtained the construction works
planning permit and the construction works commencement permit and the requisite permits, and
approvals in respect of environmental impact assessment before such commencing such initial
construction and we target to complete the first phase of construction with a designed annual
production capacity of 6,000 tonnes in the fourth quarter of 2021. Our Directors believe that the
construction of our Phase 2 Production Plant could enable us to increase our production capacity of

pearlescent pigment products with economies of scale.

Luzhai Synthetic Mica Plant

We plan to allocate [REDACTED]% of the [REDACTED] to partially finance the construction
of our Luzhai Synthetic Mica Plant with a designed annual production capacity of 30,000 tonnes of
synthetic mica flakes. The estimated investment amount for our Luzhai Synthetic Mica Plant is
RMB471.1 million. As of the Latest Practicable Date, we have used RMB29.4 million. Other than the
amount of RMB[REDACTED] allocated out of the [REDACTED] for the purpose, it is our plan that
the remaining balance of RMB[REDACTED] will be funded by our internal and/or external financial
resources. See the section headed “Future Plans and [REDACTED]” in this document for further
information.

Our Luzhai Synthetic Mica Plant will be an industrial complex, with a total site area of 42,467.2
sq.m., which will include the following facilities:

(a) three factory buildings with an aggregate designed annual production capacity of 30,000 tonnes
of synthetic mica flakes;

(b) supply of electricity facilities;

(c) ancillary facilities and warehouses;
(d) staff quarters;

(e) administrative buildings; and

(f) sewage treatment facilities.
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According to the expected timetable for the construction of our Luzhai Synthetic Mica Plant, our
Directors expect to invest RMB325.2 million, RMB47.4 million, RMB61.1 million and RMB37.4
million during the respective stages. Based on the planned investment in building, property, plant and
equipment, our Directors expect that the depreciation expense would increase by RMB11.4 million,
RMB17.6 million, RMB21.8 million and RMB24.7 million for each of the four years ending 31
December 2025. Our Directors expect that the implementation of our expansion plans and the
construction of our Luzhai Synthetic Mica Plant may lead to an increase in depreciation expense in
the future and our financial performance and operating results could be affected as a result. See the
section headed “Risk Factors — Risks relating to our business — Our plan to construct our Phase 2
Production Plant and our Luzhai Synthetic Mica Plant will increase our depreciation expense and
could adversely affect our operating results and financial position” in this document for further

information.

As of the Latest Practicable Date, we have commenced initial preparation works including
project approval, and land levelling. We target to complete the first stage of construction with a
designed annual production capacity of 6,000 tonnes in the second quarter of 2022. Our Directors
believe that the construction of our Luzhai Synthetic Mica Plant could enable us to increase our
production capacity of synthetic mica powder with economies of scale because of the increased scale

of operation.

Our expansion plans and the planned increase in production capacity have been formulated after
taking into consideration our close to full capacity operation, the demand for our products, our
strategies to enhance our marketing activities to enhance our brand recognition, our research and
development efforts to continue with the development of new products and new applications and the
implementation of favourable global and PRC regulations. We believe that the following factors
would substantiate that there will be sufficient market demand for the increase in our production

capacity through the construction of our Phase 2 Production Plant and Luzhai Synthetic Mica Plant:

(a) We have been operating close to full capacity

The utilisation rate of the production facilities for the production of pearlescent pigment
products has reached 98.3% for the year ended 31 December 2020, at which our Directors believe to
be the maximum levels that justify the implementation of our expansion plan and give rise to the need
for the construction of our Phase 2 Production Plant to satisfy the increase in demand for our
pearlescent pigment products.

The synthetic mica powder produced by our Group during the Track Record Period were
primarily used by our Group for the production of the synthetic mica-based pearlescent pigment
products. During the Track Record Period, our Group used 1,074 tonnes, 2,478 tonnes and 4,033
tonnes of synthetic mica powder for our own production purpose, respectively, representing 68.7%,
67.8% and 95.4% of the total actual production volume of the synthetic mica powder produced by our
Group during the same years. Such percentage increased to 95.4% for the year ended 31 December
2020 was primarily due to the increase in demand for the synthetic mica-based pearlescent pigment
products (as a result of which we increased the percentage of self-use for production purpose) and the
low level of inventories brought forward from the previous year.
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To ensure the product quality of our synthetic mica-based pearlescent pigment products, we have
not procured any raw material of synthetic mica powder from other third party suppliers during the
Track Record Period. All synthetic mica powder used as raw material for our production of synthetic
mica-based pearlescent pigment products are produced by us. The production of synthetic mica
powder primarily consists of three key stages, namely (a) mixing of raw materials, (b) production of
synthetic mica flakes and (c) processing of synthetic mica flakes into synthetic mica powder for
production purpose. The mixture of raw materials, which include silica, fused magnesia, potassium
fluorosilicate, alumina and potassium carbonate, will be melted to form synthetic mica flakes, which
will then undergo further processing procedures of grinding, milling, separation and dehydration to
form synthetic mica powder for the production of synthetic mica-based pearlescent pigment products.
Synthetic mica flakes is a semi-finished product which is instrumental to the output of the synthetic
mica powder and our production capacity of synthetic mica-based pearlescent pigment products and
synthetic mica powder are therefore limited by our production capacity of synthetic mica flakes. See
the paragraphs under “Production process — Production process of synthetic mica powder” below for
further information of the key stages of the production process of our synthetic mica powder. As a
result, the bottleneck of our production of synthetic mica-based pearlescent pigment products and
synthetic mica powder lies in our production capacity of synthetic mica flakes. As the utilisation rate
of our production facilities for the production of synthetic mica flakes was 94.2% during the year
ended 31 December 2020, which has been close to full capacity, our Directors believe that there is a
pressing need for the construction of our Luzhai Synthetic Mica Plant to enhance our production
capacity of synthetic mica flakes to satisfy the increase in demand for our synthetic mica-based

pearlescent pigment products.

Based on the expected dates of commencement of the commercial production of the Luzhai
Synthetic Mica Plant from the third quarter of 2022 and that the demand for the synthetic mica-based
pearlescent pigment products will continue to increase as set forth in the section headed “Industry
Overview” in this document, and taking into consideration (a) the expected production volume of the
synthetic mica-based pearlescent pigment products of our Group and (b) the expected levels of
internal consumption of the synthetic mica powder (which is produced from the synthetic mica flakes)
for our production purpose up to the end of 2025, our Directors expect that the overall annual
utilisation rates for the production facilities for the production of the synthetic mica flakes upon the
commencement of commercial production of our Luzhai Synthetic Mica Plant would be in the range
between 55.8% and 67.2%. Such percentage is expected to increase over the four-year period with the
increase in the demand for the synthetic mica-based pearlescent pigment products and the
corresponding increase in the production volume of the synthetic-mica based pearlescent pigment
products of our Group. See the paragraphs under “Our strategies — Expand our production capacity
for the production of pearlescent pigment products — Luzhai Synthetic Mica Plant” above for further
information. The above estimation of the annual utilisation rates is based on the information currently

available to our Directors and is for illustrative purpose only.

We believe the increased production capacity would enhance our competitiveness and increase

our market share in the PRC and the international pearlescent pigment markets.
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BUSINESS

(b) Customers’ demand for our products

Based on our historical results of operations, our total number of customers increased from 294
for the year ended 31 December 2018 to 367 for the year ended 31 December 2020. Furthermore, our
year-to-year revenue growth during the Track Record Period was 38.5% and 29.2%. Sales volume of
our pearlescent pigment products has also recorded significant growth during the Track Record
Period, amounting to 31.3% and 27.7% of year-to-year growth during the Track Record Period. During
the Track Record Period, sales to our five largest customers accounted for 20.2%, 17.8% and 16.8%
of our total revenue, respectively, and sales to our largest customer, accounted for 5.0%, 4.2% and
3.6% of our total revenue, respectively. With the increasing market demand for pearlescent pigment
products according to Frost & Sullivan and our continuous efforts in sales and marketing, we believe
that the demand of our products will continue to increase along with the growth of the pearlescent
pigment market in both the PRC and the global markets.

We have maintained a strong and stable relationship with our existing customers. During the
Track Record Period, 92.8%, 95.2% and 92.5% of our revenue was contributed by recurring
customers, respectively, that have previously purchased pearlescent pigment products and/or synthetic
mica powder from us. Our Directors believe that this demonstrates the loyalty of our customers and
reflects customers’ confidence in our products because of our brand reputation, production capacity,
diversified product series, product quality and product performance. As of the Latest Practicable Date,
our Group has maintained business relationship ranging from five to seven years with our five largest
customers during the Track Record Period. In light of our stable business relationship with our major
customers, our Directors believe that our major customers will continue to place orders with us.

Moreover, as of the Latest Practicable Date, we have entered into annual sales framework
agreements with 26 trading company customers (among which 22 are recurring Authorised Reselle