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1.

The name of the Company is techpacific.com Limited

2.

The Registered Office of the Company shall be at the offices of Codan Trust Company
(Cayman) Limited, Zephyr House, Mary Street, P.O. Box 2681, George Town, Grand
Cayman, British West Indies.

3.

Subject to the following provisions of this Memorandum, the objects for which the Company
is established are unrestricted.

4.

Subject to the following provisions of the Memorandum, the Company shall have and be
capable of exercising all the functions of a natural person of full capacity irrespective of any
question of corporate benefit, as provided by Section 27(2) of The Companies Law (1998
Revision).

5.

Nothing in this Memorandum shall permit the Company to carry on a business for which a
licence is required under the laws of the Cayman Islands unless duly licensed.

6.

The Company shall not trade in the Cayman Islands with any person, firm or corporation
except in furtherance of the business of the Company carried on outside the Cayman Islands;
provided that nothing in this clause shall be construed as to prevent the Company effecting
and concluding contracts in the Cayman Islands, and exercising in the Cayman Islands all of
its powers necessary for the carrying on of its business outside the Cayman Islands.

7.

The liability of each member is limited to the amount from time to time unpaid on such
member’s shares.

8.

The share capital of the Company is US$20,001,000 divided into 20,000,000,000 Ordinary
shares of a nominal or par value of US$0.001 each and 1,000,000 convertible redeemable
preference shares of nominal or par value of US$0.001 each.

We, the undersigned, are desirous of being formed into a company pursuant to this Memorandum
of Association and the Companies Law (1998 Revision), and we hereby agree to take the numbers
of shares set opposite our respective names below.
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TERMS OF THE NON-VOTING REDEEMABLE CONVERTIBLE PREFERENCE
SHARES (“RCPS”)

1.

Interpretation
In these Terms:

2.

(i)

any reference to “Hong Kong” is to the Hong Kong Special Administrative Region
of the People’s Republic of China;

(ii)

any reference to “GEM Listing Rules” is to the Rules Governing the Listing of
Securities on The Growth Enterprise Market of The Stock Exchange of Hong Kong
Limited or, as the case may be, the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited or the relevant listing rules on the CCL
Alternative Stock Exchange (as defined in Paragraph 5(C) below); and

(iii)

“RCPS” means non-voting redeemable convertible preference shares of US$0.10
par value each in the capital of the Company.

Dividend
Each RCPS Holder shall not be entitled to any dividend out of the funds of the Company.

3.

Return of Capital
On a return of capital on liquidation of the Company:

4.

(i)

the RCPS shall not confer on the RCPS Holders the right to be paid in priority to any
return of assets in respect of any other class of shares in the capital of the
Company, and each RCPS shall rank pari passu with any and all other classes of
ordinary equity securities of the Company currently in issue; and

(ii)

accordingly the entitlement of the Holders of the RCPS on a winding up shall be
calculated on an as-if-converted basis, but on the basis that the only amount falling
to be converted shall be the amount actually paid up on the RCPS at the
commencement of the winding up and the Holders of the RCPS shall be under no
obligation to pay the balance of the RCPS Subscription Price. The only payment
obligation due on redemption in a winding up of the Company shall be the obligation
of the Company to settle the Redemption Amount (as defined below) without any
interest or premium and to do so as if the Redemption amount had been converted
into Shares. Accordingly, such Redemption Amount shall be capitalised and applied
towards conversion (or deemed conversion) into Shares at the Conversion Price
and, after conversion (or deemed conversion), the Shares into which the RCPS
were converted (or deemed converted) shall rank equally with the Shares on a
Share-for-Share basis for the distribution of any surplus assets of the Company.

Voting
The RCPS shall not confer on the holders thereof the right to receive notice of, or to attend
and vote at, a general meeting of the Company.

5.

Conversion

A.

Conversion Right

(i)

Conversion Period: Each RCPS Holder has the right hereunder, subject to the limits
provided in Paragraph 5(A)(v) below to convert any RCPS into Shares at any time during
the Conversion Period referred to below.
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The right of a RCPS Holder to convert any RCPS into Shares is called the “Conversion
Right”. Subject to and upon compliance with, the provisions of these Terms, the
Conversion Right attaching to any RCPS may be exercised, at the option of the holder
thereof and upon full payment of any outstanding payment of the RCPS Subscription Price
(as defined below), at any time on and after the date of issue of such RCPS up to seven
Business Days prior to the Final Redemption Date (but in no event thereafter) or if such
RCPS shall have been called for redemption before the Final Redemption Date (as defined
in Paragraph 8A), then up to the close of business on a date no later than seven Business
Days prior to the date fixed for redemption thereof (the “Conversion Period”).
Unless otherwise agreed between the Company and a converting RCPS Holder, if more
than one RCPS shall fall to be converted pursuant to any one Conversion Notice, the
number of Shares to be issued upon conversion shall be calculated on the basis of the
aggregate Notional Values of the RCPS.
RCPS Subscription Price: US$2.00 per RCPS, of which US$0.10 per RCPS is to be paid
on subscription of the RCPS (the “Initial Subscription Price”), with the remaining balance
of US$1.90 per RCPS to be paid immediately prior to (and conditional upon) the
conversion of the RCPS into the Shares of the Company. Accordingly:(a)

the remaining balance of the RCPS Subscription Price shall not be payable by the
Company (and nor shall the Holder be liable therefor) in any circumstances in the
absence of an election by the Holder of the RCPS to convert such RCPS into
Shares by delivery of a Conversion Notice (as defined in and pursuant to
Paragraph 5(B) (i)); and

(b)

the Initial Subscription Price shall be applied in paying up the RCPS in full at par.

(ii)

Fractions of Shares: Fractions of Shares will not be issued on conversion of the RCPS
and no cash adjustments will be made in respect thereof. Notwithstanding the foregoing, in
the event that the RCPS Subscription Price is not exactly divisible by the Conversion Price
(as from time to time adjusted or reset pursuant to these Terms, and when converted to
United States dollars at an exchange rate of HK$7.80 per US$) the Company will upon
conversion of the RCPS refund in cash (in Hong Kong dollars by means of a Hong Kong
dollar cheque drawn on a bank in Hong Kong) a sum equal to the balance of the RCPS
Subscription Price of the RCPS representing any fraction of Share not issued (after
aggregating all the fractions) if such sum exceeds HK$100. If such sum is less than
HK$100, no refund shall be made and the relevant sum shall be retained by the Company.
If more than one RCPS shall fall to be converted pursuant to any one Conversion Notice,
the aggregate RCPS Subscription Price of all such RCPS will be divided by the Conversion
Price to arrive at the number of Shares to be issued on conversion, and a refund of the
RCPS Subscription Price shall only need to be made to the extent that a fraction (if any)
arises which is less than the Conversion Price.

(iii)

Conversion Price: The price at which Shares will be issued upon an exercise of the
Conversion Right, initially being equivalent to the Notional Value (as defined below) (the
“Conversion Price”), subject to adjustment to the Conversion Price in the manner
provided in Paragraph 5(C) and the Conversion Price reset provided in Paragraph 5(B)(iii).
Notional Value: The price at which Shares will initially be issued upon conversion of
RCPS, being HK$1.23, subject to adjustment to the Conversion Price in the manner
provided in Paragraph 5(C) and the Conversion Price reset provided in Paragraph 5(B)(iii).

(iv)

Meaning of "Shares": As used in these Terms, the expression "Shares" means ordinary
shares of par value US$0.10 each of the Company or shares of any class or classes
resulting from any subdivision, consolidation or re-classification of those shares, which as
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between themselves have no preference in respect of dividends or of amounts payable in
the event of any voluntary or involuntary liquidation or dissolution of the Company.
(v)

Limitation on Conversion Rights: A RCPS Holder may not exercise its Conversion Right
in respect of Shares if (a) such conversion shall render the Shares held in public hands
being less than the minimum public float required under the GEM Listing Rules or (b) there
is insufficient authorised share capital of the Company or (c) such conversion shall cause a
RCPS Holder and the parties acting in concert with it to be interested in 30% (or such
amount as may from time to time trigger a mandatory general offer or considered by the
Hong Kong Securities and Futures Commission as a change in control of the Company) or
(d) such conversion shall render the Company in breach of any applicable law and
regulations, including but not limited to the GEM Listing Rules and The Codes on
Takeovers and Mergers and Share Repurchases issued by the Hong Kong Securities and
Futures Commission or (e) such conversion shall be considered by the directors of the
Company as capable of turning the Company into a cash company as defined in Rule
19.82 of the GEM Listing Rules (“Cash Company”). In the case of paragraph 5(A)(v)(e),
the directors shall be entitled to postpone such conversion for up to 30 days from the date
of the Conversion Notice submitted by the converting RCPS Holder if the directors
ascertain that the cash-to-total assets ratio of the Company (with reference to the latest
published consolidated balance sheet of the Company and adjusted by any completed
transaction which had been announced) shall exceed 80% after such conversion.
If, after 30 days:
(a)
the directors are still of the view that the cash-to-total assets ratio of the Company
would still exceed 80%, the conversion will not proceed (without prejudice to the right of
such RCPS holder to convert at any later date within the Conversion Period, subject to this
same limitation). The directors shall notify such converting RCPS Holder and the Company
shall return the payment which was lodged by the RCPS Holder with his Conversion Notice
in respect of the RCPS Subscription Price to such converting RCPS Holder by cheque
within 7 days after the notification by the Company that the conversion will not proceed; or
(b)
the directors are of the view that the cash-to-total assets ratio of the Company shall
not exceed 80%, the conversion shall proceed and the Conversion Day shall fall on the 3rd
day after the notification by the Company that the conversion will proceed (or the next
Business Day if such day is not a Business Day).
In the event that there is an adjustment to the Conversion Price, the number of Shares to
be available for issue and delivery shall be increased by such number of Shares as shall in
the opinion of the Independent Investment Bank be necessary, subject to the limit of the
general mandate or unless otherwise specifically approved by the shareholders of the
Company.
The Company will promptly notify the relevant RCPS Holder and return the Certificates
representing RCPS, together with any other documents or sums delivered in connection
with the exercise of the Conversion Rights, in the event that any RCPS are not accepted
for conversion under this Paragraph 5(A)(v).

B.

Conversion Procedure

(i)

Conversion Notice: To exercise the Conversion Right attaching to any RCPS, the holder
thereof must complete, execute and deposit at his own expense during normal business
hours at the specified office of the Company a notice of conversion (a “Conversion
Notice”) in duplicate in the form (for the time being current) obtainable from the specified
office of the Company, together with the relevant Certificate and any amounts required to
be paid by the RCPS Holder under Paragraph 5(B)(ii).
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The conversion date in respect of a RCPS (the “Conversion Date”) must fall at a time
when the Conversion Right attaching to that RCPS is expressed in these Terms to be
exercisable and will be deemed to be the Business Day (as defined below) immediately
following the date of the surrender of the Certificate in respect of such RCPS and delivery
of such Conversion Notice therefor together with cheques, banker’s cashier orders or
similar instruments payable to the Company in respect of the full payment of any
outstanding payment of the RCPS Subscription Price and all taxes and stamp, issue and
registration duties (if any) arising on conversion (the “Taxes”). A Conversion Notice once
delivered shall be irrevocable and may not be withdrawn unless the Company consents to
such withdrawal. “Business Day” means any day (other than Saturday, Sunday and public
holiday and any day on which a tropical cyclone warning No.8 or above is hoisted or
remains hoisted between 9:00 a.m. and 12:00 noon and is not lowered at or before 12:00
noon or on which a “black” rainstorm warning signal is hoisted or remains in effect between
9:00 a.m. and 12:00 noon and is not discontinued at or before 12:00 noon) on which the
banks are open for business in Hong Kong.
(ii)

Registration: As soon as practicable, and in any event not later than three GEM Trading
Days (as defined below) (but excluding the date(s) on which the share register of the
Company is closed) after the relevant Conversion Date, the Company will, subject to
Paragraph 5(B)(iii), in the case of RCPS converted on exercise of the Conversion Right
and in respect of which a duly completed Conversion Notice has been delivered and all
Taxes, the balance of the RCPS Subscription Price and other relevant payment required by
these Terms in connection with the conversion have been fully paid by the relevant RCPS
Holder, register the person or persons designated for the purpose in the Conversion Notice
as holder(s) of the relevant number of Shares in the Company's share register and will, if
the RCPS Holder has also requested in the Conversion Notice, take all necessary action to
procure that Shares are delivered through the Central Clearing and Settlement System of
Hong Kong for so long as the Shares are listed on the GEM; or will make such certificate
or certificates available for collection at the office of the Company's share registrar in Hong
Kong (currently Computershare Hong Kong Investor Services Limited) notified to RCPS
Holders in accordance with Paragraph 11 or, if so requested in the relevant Conversion
Notice, will cause its share registrar to mail (at the risk, and, if sent at the request of such
person otherwise than by ordinary mail, at the expense, of the person to whom such
certificate or certificates are sent) such certificate or certificates to the person and at the
place specified in the Conversion Notice, in which case a single certificate will be issued in
respect of all Shares issued on conversion of RCPS subject to the same Conversion
Notice and which are to be registered in the same name.
If the Conversion Date in relation to any RCPS shall be on or after a date with effect from
which an adjustment to the Conversion Price takes retroactive effect pursuant to any of the
provisions referred to in Paragraph 5(C) and the relevant Registration Date (as defined
below) falls on a date when the relevant adjustment has not yet been reflected in the then
current Conversion Price, the provisions of this sub-paragraph (ii) shall be applied mutatis
mutandis to such number of Shares as is equal to the excess of the number of Shares
which would have been required to be issued on conversion of such RCPS if the relevant
retroactive adjustment had been given effect as at the said Registration Date over the
number of Shares previously issued (or which the Company was previously bound to
issue) pursuant to such conversion.
The person or persons specified for that purpose will become the holder of record of the
number of Shares issuable upon conversion with effect from the date he is or they are
registered as such in the Company's register of members (the “Registration Date”). The
Shares issued upon conversion of the RCPS will in all respects rank pari passu with the
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Shares in issue on the relevant Registration Date. Save as set out in these Terms, a holder
of Shares issued on conversion of RCPS shall not be entitled to any rights the record date
for which precedes the relevant Registration Date.
If the record date for the payment of any dividend or other distribution in respect of the
Shares is on or after the Conversion Date in respect of any RCPS, but before the
Registration Date (disregarding any retroactive adjustment of the Conversion Price
referred to in this sub-paragraph (ii) prior to the time such retroactive adjustment shall have
become effective), the Issuer will pay to the converting RCPS Holder or his designee an
amount in Hong Kong dollars (the “CCL Equivalent Amount”) equal to any such dividend
or other distribution to which he would have been entitled had he on that record date been
such a shareholder of record and will make the payment at the same time as it makes
payment of the dividend or other distribution, or as soon as practicable thereafter, but, in
any event, not later than seven Business Days thereafter. The CCL Equivalent Amount
shall be paid by means of a Hong Kong dollar cheque drawn on a bank in Hong Kong and
sent to the address specified in the relevant Conversion Notice.
(iii)

Conversion Price Reset: At the end of each 6-month period from the date of issue of the
RCPS, the Conversion Price shall be adjusted downward to 110% of the 1-month Volume
Weighted Average Price of the Shares of the Company, provided that the Conversion Price
(initial or reset) shall not in any event be less than the prevailing par value of the Shares of
the Company.
Any such adjustment shall become effective as of the first GEM Trading Day immediately
following the end of the 30 calendar days as referred to in the 1-month Volume Weighted
Average Price.
“1-month Volume Weighted Average Price” means, in respect of the Shares on any day,
the order book volume-weighted average price of a Share appearing on or derived from
Bloomberg screen "TSM" or such other source as shall be determined to be appropriate by
an Independent Investment Bank, measured over the number of GEM Trading Days within
the 30 consecutive calendar days prior to each Conversion Price reset date. If such price is
not available or cannot otherwise be determined on any such GEM Trading Day as
provided above, such day shall be excluded from the calculation of the 1-month Volume
Weighted Average Price and the average shall be calculated over the remaining GEM
Trading Days within such period.

C.

Adjustments to Conversion Price

The Conversion Price will be subject to adjustment in the following events:
(1)

Consolidation, Subdivision or Reclassification: If and whenever there shall be an
alteration to the nominal value of the Shares as a result of consolidation, subdivision or
reclassification which also results in a consequent change in the number of issued Shares,
the Conversion Price shall be adjusted by multiplying the Conversion Price in force
immediately before such alteration by the following fraction:

A
B

Where:
A

is the nominal amount of one Share immediately after such alteration; and

5

B

is the nominal amount of one Share immediately before such alteration.

Such adjustment shall become effective on the date the alteration takes effect.
(2)

Capitalisation of Profits or Reserves:

(i)

If and whenever the Company shall issue any Shares credited as fully paid to its
shareholders by way of capitalisation of profits or reserves (including any share premium
account), including Shares paid up out of distributable profits or reserves and/or share
premium account (except any CCL Scrip Dividend) and which would not have constituted a
CCL Distribution, the Conversion Price shall be adjusted by multiplying the Conversion
Price in force immediately before such issue by the following fraction:
A
B

Where:

(ii)

A

is the aggregate nominal amount of the issued Shares immediately before
such issue; and

B

is the aggregate nominal amount of the issued Shares immediately after such
issue.

In the case of an issue of Shares by way of a CCL Scrip Dividend where the CCL Current
Market Price of such Shares exceeds the amount of the CCL Relevant Cash Dividend or
the relevant part thereof and which would not have constituted a CCL Distribution, the
Conversion Price shall be adjusted by multiplying the Conversion Price in force
immediately before the issue of such Shares by the following fraction:
A+ B
A+ C

Where:
A

is the aggregate nominal amount of the issued Shares immediately before
such issue;

B

is the aggregate nominal amount of Shares issued by way of such CCL Scrip
Dividend multiplied by a fraction of which (i) the numerator is the amount of
the whole, or the relevant part, of the CCL Relevant Cash Dividend and (ii) the
denominator is the CCL Current Market Price of the Shares issued by way of
CCL Scrip Dividend in respect of each existing Share in lieu of the whole, or
the relevant part, of the CCL Relevant Cash Dividend; and

C

is the aggregate nominal amount of Shares issued by way of such CCL Scrip
Dividend;

or by making such other adjustment as an Independent Investment Bank shall certify as
fair and reasonable.
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Such adjustment shall become effective on the date of issue of such Shares or if a record
date is fixed therefor, immediately after such record date.
(3)

CCL Distributions:

(i)

Subject to Paragraph 5(C)(3)(ii), if and whenever the Company shall pay or make any CCL
Distribution to its shareholders (except to the extent, but only to the extent, that the
Conversion Price falls to be adjusted under Paragraph 5(C)(2) above), the Conversion
Price shall be adjusted by multiplying the Conversion Price in force immediately before
such CCL Distribution by the following fraction:
A-B
A

Where:
A

is the CCL Current Market Price of one Share on the last GEM Trading Day
preceding the date on which the CCL Distribution is publicly announced; and

B

is the Fair Market Value on the date of such announcement of the portion of
the CCL Distribution attributable to one Share.

Such adjustment shall become effective on the date that such CCL Distribution is actually
made.
(ii)

If and whenever the Company shall pay or make any CCL Distribution in cash only to its
shareholders, the Conversion Price shall be adjusted by multiplying the Conversion Price
in force immediately before such CCL Distribution by the following fraction:
A-B
A

Where:
A

is the CCL Current Market Price of one Share on the record date for the
determination of holders of Shares entitled to receive such CCL Distribution in
cash; and

B

is the amount of cash so distributed attributable to one Share.

Such adjustment shall become effective on the record date for the determination of holders
of Shares entitled to receive such CCL Distribution in cash.
(4)

Rights Issues of Shares or Options over Shares: If and whenever the Company shall
issue Shares to all or substantially all its shareholders as a class by way of rights, or issue
or grant to all or substantially all its shareholders as a class by way of rights, of options,
warrants or other rights to subscribe for or purchase any Shares, in each case at less than
the CCL Current Market Price per Share on the last GEM Trading Day preceding the date
of the announcement of the terms of the issue or grant, the Conversion Price shall be
adjusted by multiplying the Conversion Price in force immediately before such issue or
grant by the following fraction:
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A+ B
A+ C

Where:
A

is the number of Shares in issue immediately before such announcement;

B

is the number of Shares which the aggregate amount (if any) payable for the
Shares issued by way of rights or for the options or warrants or other rights
issued by way of rights and for the total number of Shares comprised therein
would purchase at such CCL Current Market Price per Share; and

C

is the aggregate number of Shares issued or, as the case may be, comprised
in the grant.

Such adjustment shall become effective on the date of issue of such Shares or issue or
grant of such options, warrants or other rights (as the case may be).
(5)

Rights Issues of Other Securities: If and whenever the Company shall issue any
securities (other than Shares or options, warrants or other rights to subscribe or purchase
Shares) to all or substantially all its shareholders as a class by way of rights or grant to all
or substantially all its shareholders as a class by way of rights, of options, warrants or other
rights to subscribe for or purchase any securities (other than Shares or options, warrants
or other rights to subscribe or purchase Shares), the Conversion Price shall be adjusted by
multiplying the Conversion Price in force immediately before such issue or grant by the
following fraction:
A-B
A

Where:
A

is the CCL Current Market Price of one Share on the last GEM Trading Day
preceding the date on which such issue or grant is publicly announced; and

B

is the Fair Market Value on the date of such announcement of the portion of
the rights attributable to one Share.

Such adjustment shall become effective on the date of issue of the securities or grant of
such rights, options or warrants (as the case may be).
(6)

Issues at less than CCL Current Market Price: If and whenever the Company shall issue
any Shares (other than Shares issued on the exercise of Conversion Rights or on the
exercise of any options granted under any of the Company’s employee share option
scheme(s) or on the exercise of any other rights of conversion into, or subscription for,
Shares, including but not limited to the exercise of the conversion right in relation to the
Outstanding Convertible Bonds, Outstanding Warrants and/or Outstanding Options of the
Company) or the issue or grant of options, warrants or other rights to subscribe or
purchase Shares (other than in relation to the existing employee share option scheme of
the Company) in each case at a price per Share which is less than the CCL Current Market
Price on the last GEM Trading Day preceding the date of announcement of the terms of
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such issue, the Conversion Price shall be adjusted by multiplying the Conversion Price in
force immediately before such issue by the following fraction:
A+ B
C

Where:
A

is the number of Shares in issue immediately before the issue of such
additional Shares or the grant of such options, warrants or other rights to
subscribe for or purchase any Shares;

B

is the number of Shares which the aggregate consideration receivable for the
issue of such additional Shares would purchase at such CCL Current Market
Price per Share; and

C

is the number of Shares in issue immediately after the issue of such additional
Shares.

References to additional Shares in the above formula shall, in the case of an issue by the
Company of options, warrants or other rights to subscribe or purchase Shares, mean such
Shares to be issued assuming that such options, warrants or other rights are exercised in
full at the initial exercise price on the date of issue of such options, warrants or other rights.
Such adjustment shall become effective on the date of issue of such additional Shares or,
as the case may be, the issue of such options, warrants or other rights.
“Outstanding Convertible Bonds” mean the outstanding zero coupon convertible bond
issued by the Company with an aggregate principal amount of HK$250 million, details of
which are set out in the announcements of the Company dated 4 October 2010 and 30
March 2011.
“Outstanding Warrants” mean the outstanding unlisted warrants of the Company entitling
holders thereof to subscribe, as at 18 July 2011, up to HK$4,500,000 for 3,000,000
Consolidated Shares at the exercise price of HK$1.50 per Consolidated Share.
“Outstanding Options” mean the outstanding unexercised share options of the Company
entitling the holders thereof to subscribe, as at 18 July 2011, for 43,480,000 Shares.
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(7)

Other Issues at less than CCL Current Market Price: Save in the case of an issue of
securities arising from a conversion or exchange of other securities in accordance with the
terms applicable to such securities themselves falling within this Paragraph 5(C)(7), if and
whenever the Company or any of its Subsidiaries (otherwise than as mentioned in
Paragraphs 5(C)(4), 5(C)(5) or 5(C)(6)), or (at the direction or request of or pursuant to any
arrangements with the Company or any of its Subsidiaries) any other company, person or
entity shall issue any securities (other than the RCPS) which by their terms of issue carry
rights of conversion into, or exchange or subscription for, Shares to be issued by the
Company on conversion, exchange or subscription at a consideration per Share which is
less than the CCL Current Market Price on the last GEM Trading Day preceding the date of
announcement of the terms of issue of such securities, the Conversion Price shall be
adjusted by multiplying the Conversion Price in force immediately before such issue by the
following fraction:
A+ B
A+ C

Where:
A

is the number of Shares in issue immediately before such issue;

B

is the number of Shares which the aggregate consideration receivable by the
Company for the Shares to be issued on conversion or exchange or on
exercise of the right of subscription attached to such securities would
purchase at such CCL Current Market Price per Share; and

C

is the maximum number of Shares to be issued on conversion or exchange of
such securities or on the exercise of such rights of subscription attached
thereto at the initial conversion, exchange or subscription price or rate.

Such adjustment shall become effective on the date of issue of such securities
(8)

Modification of Rights of Conversion etc.: If and whenever there shall be any
modification of the rights of conversion, exchange or subscription attaching to any such
securities as are mentioned in Paragraph 5(C)(7) (other than in accordance with the terms
of such securities) so that the consideration per Share (for the number of Shares available
on conversion, exchange or subscription following the modification) is less than the CCL
Current Market Price on the last GEM Trading Day preceding the date of announcement of
the proposals for such modification, the Conversion Price shall be adjusted by multiplying
the Conversion Price in force immediately before such modification by the following
fraction:
A+ B
A+ C

Where:
A

is the number of Shares in issue immediately before such modification;
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B

is the number of Shares which the aggregate consideration receivable by the
Company for the Shares to be issued on conversion or exchange or on
exercise of the right of subscription attached to the securities so modified
would purchase at such CCL Current Market Price per Share or, if lower, the
existing conversion, exchange or subscription price; and

C

is the maximum number of Shares to be issued on conversion or exchange of
such securities or on the exercise of such rights of subscription attached
thereto at the modified conversion, exchange or subscription price or rate but
giving credit in such manner as an Independent Investment Bank considers
appropriate (if at all) for any previous adjustment under this Paragraph 5(C)(8)
or Paragraph 5(C)(7).

Such adjustment shall become effective on the date of modification of the rights of
conversion, exchange or subscription attaching to such securities.
(9)

Other Offers to holders of Shares: If and whenever the Company or any of its
Subsidiaries or (at the direction or request of or pursuant to any arrangements with the
Company or any of its Subsidiaries) any other company, person or entity issues, sells or
distributes any securities in connection with which an offer to which the holders of Shares
generally are entitled to participate in arrangements whereby such securities may be
acquired by them (except where the Conversion Price falls to be adjusted under Paragraph
5(C)(4), Paragraph 5(C)(5) or Paragraph 5(C)(6)), the Conversion Price shall be adjusted
by multiplying the Conversion Price in force immediately before such issue by the following
fraction:
A-B
A

Where:
A

is the CCL Current Market Price of one Share on the last GEM Trading Day
preceding the date on which such issue is publicly announced; and

B

is the Fair Market Value on the date of such announcement of the portion of
the rights attributable to one Share.

Such adjustment shall become effective on the date of issue of the securities.
(10)

Other Events: If the Company determines that an adjustment should be made to the
Conversion Price as a result of one or more events or circumstances not referred to in this
Paragraph 5, the Company shall, at its own expense, consult an Independent Investment
Bank, to determine as soon as practicable what adjustment (if any) to the Conversion Price
is fair and reasonable to take account thereof, if the adjustment would result in a reduction
in the Conversion Price, and the date on which such adjustment should take effect and
upon such determination by the Independent Investment Bank such adjustment (if any)
shall be made and shall take effect in accordance with such determination, provided that
where the circumstances giving rise to any adjustment pursuant to this Paragraph 5 have
already resulted or will result in an adjustment to the Conversion Price or where the
circumstances giving rise to any adjustment arise by virtue of circumstances which have
already given rise or will give rise to an adjustment to the Conversion Price, such
modification (if any) shall be made to the operation of the provisions of this Paragraph 5 as
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may be advised by the Independent Investment Bank to be in its opinion appropriate to
give the intended result.
(11)

Calculation of Consideration Receivable: For the purpose of any calculation of the
consideration receivable pursuant to Paragraphs 5(C)(6), 5(C)(7) and 5(C)(8):
(a)

Issue of Shares for Cash: the aggregate consideration receivable for Shares
issued for cash shall be the amount of such cash provided that in no case shall any
deduction be made for any commission or any expenses paid or incurred by the
Company for any underwriting of the issue or otherwise in connection therewith;

(b)

Issue of Shares on Conversion or Exercise of Securities: (1) the aggregate
consideration receivable for the Shares to be issued on the conversion or
exchange of any securities shall be deemed to be the consideration received or
receivable by the Company for any such securities and (2) the aggregate
consideration receivable for the Shares to be issued on the exercise of rights of
subscription attached to any securities shall be deemed to be that part (which may
be the whole) of the consideration received or receivable by the Company for such
securities which is attributed by the Company to such rights of subscription or, if no
part of such consideration is so attributed, the Fair Market Value of such rights of
subscription as at the date of the announcement of the terms of issue of such
securities as determined in good faith by an Independent Investment Bank, plus in
the case of each of (1) and (2) above, the additional minimum consideration (if any)
to be received by the Company on the conversion or exchange of such securities,
or on the exercise of such rights of subscription (the consideration in all such cases
to be determined subject to the proviso in Paragraph 5(C)(11)(a)) and (3) the
consideration per Share receivable by the Company on the conversion or
exchange of, or on the exercise of such rights of subscription attached to, such
securities shall be the aggregate consideration referred to in (1) or (2) above (as
the case may be) converted into Hong Kong dollars if such consideration is
expressed in a currency other than Hong Kong dollars at such rate of exchange as
may be determined in good faith by the Company to be the spot rate ruling at the
close of business on the date of announcement of the terms of issue of such
securities, divided by the number of Shares to be issued on such conversion or
exchange or exercise at the initial conversion, exchange or subscription price or
rate.

(12)

More than One Event in Quick Succession: Where more than one event which gives or
may give rise to an adjustment to the Conversion Price occurs within such a short period of
time that in the opinion of an Independent Investment Bank, the foregoing provisions would
need to be operated subject to some modification in order to give the intended result, such
modification shall be made to the operation of the foregoing provisions as may be advised
by such Independent Investment Bank to be in its opinion appropriate for that purpose to
give such intended result.

(13)

Independent Investment Banks’ Certificate Conclusive: If any doubt shall arise as to
the appropriate adjustment to the Conversion Price a certificate or report of an
Independent Investment Bank shall be conclusive and binding on all concerned save in the
case of manifest error.

(14)

Rounding and Minor Adjustments: On any adjustment, the resultant Conversion Price, if
not an integral multiple of one Hong Kong cent, shall be rounded down to the nearest Hong
Kong cent. No adjustment shall be made to the Conversion Price if such adjustment
(rounded down if applicable) would be less than one per cent. of the Conversion Price then
in effect. Any adjustment not required to be made, and any amount by which the
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Conversion Price has not been rounded down, shall be carried forward and taken into
account in any subsequent adjustment. Notice of any adjustments shall be given to RCPS
Holders in accordance with Paragraph 11 as soon as practicable after their determination.
(15)

No Discount to Par Value: The Conversion Price may not be reduced so that, on
conversion of the RCPS, Shares would fall to be issued at a discount to their nominal value
or to be issued in any other circumstances not permitted by applicable law.

(16)

Selection of Independent Investment Bank: If the Company fails to select an
Independent Investment Bank when required for the purposes of this Paragraph 5, the
RCPS Holders may by a RCPS Holders’ resolution select such bank (as the case may
require) at the expense of the Company.

(17)

Post-Record Date Adjustments: If the Conversion Date in relation to any RCPS shall be
after the record date for any such issue, distribution or grant as is mentioned in Paragraphs
5(C)(2) to 5(C)(5) and 5(C)(9), or any such issue as is mentioned in Paragraphs 5(C)(6)
and 5(C)(7) which is made to the holders of Shares or any of them, but before the relevant
adjustment becomes effective under Paragraph 5(C), the Company shall (conditional on
such adjustment becoming effective) procure that there be issued to the converting RCPS
Holder or in accordance with the instructions contained in the Conversion Notice such
additional number of Shares as, together with the Shares issued or to be issued on
conversion of the relevant RCPS, is equal to the number of Shares which would have been
required to be issued on conversion of such RCPS if the relevant adjustment (more
particularly referred to in the said Paragraphs above) to the Conversion Price had in fact
been made and become effective immediately after the relevant record date. Such
additional Shares will be allotted as at, and within one month after, the relevant Conversion
Date or, if the adjustment results from the issue of Shares, the date of issue of Shares.
Certificates for such Shares will be despatched within such period of one month.

For the purposes of these Terms:
“CCL Alternative Stock Exchange” means at any time, in the case of the Shares, if they are not
at that time listed and traded on the GEM, the principal stock exchange or securities market on
which the Shares are then listed or quoted or dealt in.
“Closing Price” for any shares for any GEM Trading Day shall be the price quoted by the relevant
stock exchange for such day.
“CCL Current Market Price” means, in respect of a Share at a particular date, the average of the
closing prices published in the Daily Quotation Sheet of the GEM or the equivalent quotation sheet
of the CCL Alternative Stock Exchange for one Share (being a Share carrying full entitlement to
dividend) for the 30 consecutive GEM Trading Days ending on the GEM Trading Day immediately
preceding such date, provided that if at any time during the said 30 GEM Trading Day period the
Shares shall have been quoted ex-dividend and during some other part of that period the Shares
shall have been quoted cum-dividend then:
(i)

if the Shares to be issued in such circumstances do not rank for the dividend in question,
the quotations on the dates on which the Shares shall have been quoted cum-dividend
shall for the purpose of this definition be deemed to be the amount thereof reduced by an
amount equal to the amount of that dividend per Share; or

(ii)

if the Shares to be issued in such circumstances rank for the dividend in question, the
quotations on the dates on which the Shares shall have been quoted ex-dividend shall for
the purpose of this definition be deemed to be the amount thereof increased by such
similar amount;
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and provided further that if the Shares on each of the said 30 GEM Trading Days have been
quoted cum-dividend in respect of a dividend which has been declared or announced but the
Shares to be issued do not rank for that dividend, the quotations on each of such dates shall for
the purpose of this definition be deemed to be the amount thereof reduced by an amount equal to
the amount of that dividend per Share.
“CCL Distribution” means (a) any dividend or distribution (whether of cash or assets in specie) by
the Company for any financial period (whenever paid or made and however described) (and for
these purposes a distribution of assets in specie includes without limitation an issue of shares or
other securities credited as fully or partly paid (other than Shares credited as fully paid to the
extent an adjustment to the Conversion Price is made in respect thereof under Paragraph
5(C)(2)(i)) by way of capitalisation of reserves and including any CCL Scrip Dividend to the extent
of the CCL Relevant Cash Dividend) unless it comprises a purchase or redemption of Shares by or
on behalf of the Company (or a purchase of Shares by or on behalf of a Subsidiary of the
Company), where the weighted average price (before expenses) on any one day in respect of
such purchases does not exceed the CCL Current Market Price of the Shares as published in the
Daily Quotation Sheet of the GEM or the equivalent quotation sheet of the CCL Alternative Stock
Exchange, as the case may be, by more than five per cent. either (1) on that date, or (2) where an
announcement has been made of the intention to purchase Shares at some future date at a
specified price, on the GEM Trading Day immediately preceding the date of such announcement
and, if in the case of either (1) or (2), the relevant day is not a GEM Trading Day, the immediately
preceding the GEM Trading Day.
“Fair Market Value” means, with respect to any assets, security, option, warrants or other right on
any date, the fair market value of that asset, security, option, warrant or other right as determined
by an Independent Investment Bank, provided that (i) the fair market value of a cash dividend paid
or to be paid per share shall be the amount of such cash dividend per share determined as at the
date of announcement of such dividend; (ii) where options, warrants or other rights are publicly
traded in a market of adequate liquidity (as determined by such Independent Investment Bank) the
fair market value of such options, warrants or other rights shall equal the arithmetic mean of the
daily closing prices of such options, warrants or other rights during the period of five trading days
on the relevant market commencing on the first such trading day such options, warrants or other
rights are publicly traded.
“GEM Trading Day” means a day when the GEM or, as the case may be the CCL Alternative
Stock Exchange, is open for dealing business, provided that (i) if no Closing Price is reported in
respect of the relevant Shares on the GEM or, as the case may be the CCL Alternative Stock
Exchange, for one or more consecutive dealing days, or (ii) if trading in the Shares is suspended
for the whole or any part of such day, such day or days will be disregarded in any relevant
calculation and shall be deemed not to have existed when ascertaining any period of dealing days.
“Independent Investment Bank” means an independent investment bank of international repute
(acting as expert) selected by the Company.
“CCL Relevant Cash Dividend” means any cash dividend specifically declared by the Company.
“CCL Scrip Dividend” means any Shares issued in lieu of the whole or any part of any CCL
Relevant Cash Dividend being a dividend which the holders of Shares concerned would or could
otherwise have received and which would not have constituted a CCL Distribution (and for the
avoidance of doubt to the extent that no adjustment is to be made under Paragraph 5(C)(3) in
respect of the amount by which the CCL Current Market Price of the Shares exceeds the CCL
Relevant Cash Dividend or part thereof).
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D.

Covenants relating to the Conversion Rights
So long as any RCPS remains outstanding, save with the approval of an Extraordinary
Resolution of the RCPS Holders, the Company will:

(i)

Availability of Shares: keep available, subject to Paragraph 5A(v), free from pre-emptive
or other rights, out of its authorised but unissued Shares such number of Shares as would
be required to be issued on conversion of all the RCPS from time to time remaining
outstanding and to satisfy in full all other rights of conversion into or subscription for
Shares and shall ensure that all Shares delivered on conversion of RCPS will be duly and
validly issued as fully-paid and non-assessable, provided that the Company shall not be
prohibited from purchasing its own Shares to the extent permitted by applicable laws and
regulations;

(ii)

Limited Issues of Shares: not issue or pay up any securities, by way of capitalisation of
profits or reserves unless, in any such case, it gives rise (or would, if the adjustment would
be one per cent. or more of the Conversion Price then in effect, otherwise give rise) to an
adjustment of the Conversion Price, provided that the Company may issue or pay up any
security by way of capitalisation of profits or reserves (a) by the issue of fully paid Shares
to its shareholders and other persons entitled to them, (b) by the issue of Shares paid up in
full out of profits or reserves in accordance with applicable law and issued in lieu of a cash
dividend or (c) by the issue of fully paid equity share capital (other than Shares) to the
holders of equity share capital of the same class and other persons entitled thereto,
subject in each case to the provisions of Paragraph 5(C);

(iii)

Limited Modification of Rights: not modify the rights attaching to the Shares with respect
to voting, dividends or liquidation nor issue any other class of ordinary share capital
carrying any rights which are more favourable than the rights attaching to Shares but so
that nothing in this Paragraph 5(D)(iii) shall prevent (a) the issue, offer or grant of Shares
or other securities to employees (including directors) of the Company or any of its
Subsidiaries or associated companies, or the Company’s holding company or subsidiaries
of such holding company, by virtue of their office or employment pursuant to any employee
share option scheme, (b) a consolidation or subdivision of the Shares or the conversion of
any Shares into stock or vice versa, (c) a modification to the rights attaching to the Shares
which is not, in the opinion of an Independent Investment Bank, materially prejudicial to the
interests of the RCPS Holders, (d) the conversion of Shares into, or the issue of any
Shares in, uncertificated form (or the conversion of Shares in uncertificated form to
certificated form) or the amendment of the Articles of Association of the Company to
enable title to securities of the Company (including Shares) to be evidenced and
transferred without a written instrument or any other alteration to the Articles of Association
of the Company made in connection with the matters described in this Paragraph 5(D)(iii)
or which are supplemental or incidental to any of the foregoing (including amendments
made to enable or facilitate procedures relating to such matters and amendments dealing
with the rights and obligations of holders of securities (including Shares) dealt with under
such procedures) or (e) any issue of equity share capital which results (or would, if the
adjustment would be one per cent. or more of the Conversion Price then in effect,
otherwise result) in an adjustment of the Conversion Price;

(iv)

Limited Grant of Rights: procure that no securities (whether issued by the Company or
any of its Subsidiaries) issued without rights to convert into or subscribe for Shares shall
subsequently be granted such rights at a consideration per Share which is less than the
CCL Current Market Price per Share at close of business on the GEM Trading Day last
preceding the date of the announcement of the proposed inclusion of such rights unless
the same gives rise (or would, if the adjustment would be one per cent. or more of the
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Conversion Price then in effect, give rise) to an adjustment of the Conversion Price and
that at no time shall there be in issue Shares of differing par values;
(v)

Restricted Action: not make any issue, grant or distribution or take any other action the
effect of which would be to reduce the Conversion Price below the par value of the Shares;

(vi)

Notice: simultaneously with the announcement of the terms of any issue pursuant to
Paragraph 5(C)(6) or 5(C)(7) and the announcement of any proposed modification
pursuant to Paragraph 5(C)(8) give notice to the RCPS Holders in accordance with
Paragraph 11 (such notice to be signed by an authorised officer of the Company) advising
them of the date on which the relevant adjustment of the Conversion Price is likely to
become effective and of the effect of exercising their rights of conversion before then;

(vii)

Directors’ Certificate: if an event happens as a result of which the Conversion Price may
be adjusted pursuant to these Terms, subject to Paragraph 5(C)(12), as soon as
practicable prepare a certificate signed by two directors of the Company on behalf of the
Company setting out particulars of the event, whether an adjustment to the Conversion
Price falls to be made and, if so, the adjusted Conversion Price and the date on which
such adjustment takes effect, whether an amount falls to be carried forward pursuant to
Paragraph 5(C)(15) and if so the amount to be carried forward and in any case setting out
such other information as the Company may think appropriate;

(viii)

Extend Offer: if an offer is made to all (or as nearly as may be practicable all) its
shareholders, or all (or as nearly as may be practicable all) such shareholders other than
the offeror and/or any associate or associates of the offeror to acquire all or a majority of
the issued equity share capital of the Company, or if any person proposes a scheme with
regard to such acquisition, give notice of such offer or scheme to the RCPS Holders at the
same time as any notice thereof is sent to its shareholders (or as soon as practicable
thereafter) stating that details concerning such offer or scheme may be obtained from the
specified offices of the Company and, where such an offer or scheme has been
recommended by the Board of Directors of the Company or where such an offer has
become or been declared unconditional in all respects, use its reasonable endeavours to
procure that a like offer or scheme is extended to the RCPS Holders and the holders of
any Shares issued during the period of the offer or scheme arising out of Conversion
Rights;

(ix)

No Reduction of Issued Share Capital: not make any reduction of its ordinary share
capital or any uncalled liability in respect thereof or of any share premium account or
capital redemption reserve fund (except, in each case, (a) as permitted by law or (b) by
means of a purchase or reduction of the share capital of the Company permitted by
Paragraph 5(C), or (c) where the funds and/or proceeds resulting from the reduction are
credited to an account and not distributed by the Company (except a distribution which
results in an adjustment to the Conversion Price under Paragraph 5(C)) or (d) where the
reduction has resulted in an adjustment to the Conversion Price under Paragraph 5(C));

(x)

Closing of Register: unless so required by applicable law or regulation or in order to
establish a dividend or other rights attaching to the Shares or entitlements of its
shareholders, not close its register of shareholders or take any other action which prevents
the issue of Shares generally and ensure that the RCPS may be converted legally, nor
take any action which prevents the conversion of the RCPS or the issue of Shares in
respect of them;

(xi)

Listing of Shares: use its best efforts to (a) maintain a listing for all the issued Shares on
the GEM or the Main Board of the Hong Kong Stock Exchange (as the case may be), (b)
obtain and maintain a listing for all the Shares issued on exercise of the Conversion Rights
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attached to the RCPS on the GEM or the Main Board of the Hong Kong Stock Exchange
(as the case may be) and (c) if the Company is unable to obtain or maintain such listing, to
obtain and maintain a listing for all the issued Shares on the CCL Alternative Stock
Exchange as the Company may agree with the RCPS Holders; and
(xii)

Expenses: pay the expenses of the issue of, and all expenses of obtaining and
maintaining a listing for, Shares arising on conversion of the RCPS.

E.

Notices Relating to the Conversion Rights

(i)

Requirement to give notice: If after the date of issue of the RCPS:
(a)

the Company authorises the grant, issue or offer to the holders of Shares of
options, rights or warrants to subscribe for or purchase either any Shares or any
securities convertible into or which confer rights to purchase, Shares; or

(b)

the Company declares, or pays or makes a CCL Distribution, or authorises the
grant, issue or offer to the holders of Shares of rights or warrants to subscribe for
or purchase any shares or securities other than Shares or any securities
convertible into or which confer rights to purchase Shares which will, upon
declaration or payment, or when made, or upon grant, issue or offer give rise to an
adjustment to the Conversion Price pursuant to Paragraph 5(C); or

(c)

there is a re-classification of the Shares (including a sub-division or consolidation
of the Company’s outstanding Shares) which will, upon such event, give rise to an
adjustment to the Conversion Price pursuant to Paragraph 5(C); or

(d)

the Company authorises the issue of any securities convertible into Shares or
rights or warrants to subscribe for or purchase Shares or securities (other than
those referred to in paragraph (i)(a) or (i)(b) above) which will, or authorises the
issue of any Shares which will, (or, if in any such case a relevant consideration or
offering price fixed by the Board of Directors of the Company to be recommended
at a relevant general meeting of shareholders is adopted, will) upon issue give rise
to an adjustment to the Conversion Price pursuant to Paragraph 5(C); or

(e)

there is a voluntary or involuntary dissolution, liquidation or winding-up of the
Company,

the Company shall forthwith give written notice thereof to the RCPS Holders and, in
addition, it will at least 14 days before the applicable (in the case of paragraph (aa) below)
record date or (in the case of paragraph (bb) below) record date or date of submission,
whichever is earlier, or (in the case of paragraph (cc) below) date of submission, or (in the
case of paragraph (dd) below) date of issue or (in the case of paragraph (ee) below) record
date or effective date, whichever is earlier, give notice to the RCPS Holders stating, as the
case may require:
(aa)

the record date in the Cayman Islands for such grant, issue or offer of options,
rights or warrants, dividend, distribution or payment or such re-classification (and,
in the case of the grant, issue or offer of options, rights or warrants, the period
during which such options, rights or warrants may be exercised); or

(bb)

the date in the Cayman Islands (1) on which such re-classification, consolidation,
is to be submitted to a general meeting of shareholders of the Company for
approval, and (2) which is the record date for the same (if applicable), and (3) on
which such re-classification, consolidation, is expected to become effective, and
(4) as of which it is expected that holders of Shares will be entitled, if at all, to

17

exchange their Shares for securities or other property deliverable upon such reclassification, consolidation; or
(cc)

(in the event of the declaration of a CCL Distribution referred to in paragraph 1(b)
above, the payment of which must be submitted for approval to a general meeting
of its shareholders or to a meeting of the Board of Directors of the Company
before such CCL Distribution may be paid or made) the date of such submission;
or

(dd)

(in the event of an issue referred to in paragraph i(d) above) the date of such
issue; or

(ee)

(in the event of such re-classification or consolidation not being submitted to a
general meeting of shareholders of the Company for approval) (1) the record date
for the same (if applicable), and (2) the date when the same becomes effective;

provided that if the exact date of any such submission referred to in paragraph (bb) or (cc)
above is not known at the time of such notice to the RCPS Holders, such notice shall
indicate the approximate date thereof and the Company shall give a second notice to the
RCPS Holders as soon as practicable, specifying the exact date of submission, and
provided further that if the period referred to in paragraph (aa) above or the effective date
or exchange date referred to in paragraph (bb) above or the date of issue or effective date
referred to in paragraph (dd) or (ee) above is not known at the time of such first notice to
the RCPS Holders, the Company shall give a second notice (which shall be in writing) to
the RCPS Holders, at least 14 days before the commencement of such period or (as the
case may be) before such date specifying such period (and the date of its commencement)
and/or such date and shall also (in a case within paragraph (aa), (bb) or (ee) above) cause
such second notice to be given to RCPS Holders at least 14 days before the
commencement of the applicable period or (as the case may be) before the effective date
or exchange date except where such period or date has already been specified in the first
notice to the RCPS Holders. However, in the case of any issue referred to in paragraph i(d)
above, the Company need not give any notice mentioned above before the date on which
the relevant consideration per Share for such issue is fixed by the Company but in such
case the Company shall promptly upon the fixing of such consideration give notice in
accordance with this Paragraph. Nothing in this Paragraph shall obligate the Company to
disclose any information which is not public information to the RCPS Holders or where it is
not legally permissible to disclose such information.
(ii)

Where Adjustment to Conversion Price Required: If the event referred to in the notice
required pursuant to Paragraph 5(E) would result in an adjustment to the Conversion Price,
such notice shall also state the Conversion Price in effect at the time such notice is
required to be given and the Conversion Price which will result after giving effect to such
event or, if such adjusted Conversion Price is not then determinable, the fact that an
adjustment in the Conversion Price may result. Without prejudice to Paragraph 5(D)(v), if,
after giving effect to the event covered by any such notice and to any adjustment in the
Conversion Price, the Shares could not or might not (but for Paragraph 5(C)(16)), under
applicable law then in effect, be legally issued on conversion of RCPS as fully-paid and
non-assessable, such notice shall also state such fact and the extent to which, by reason
of such provisions, effect will not be given to such adjustment.

(iii)

Notice of Adjustment: If, while any Conversion Right is or is capable of being or
becoming exercisable, there shall be any adjustment to the Conversion Price, the
Company shall (1) as soon as practicable notify the RCPS Holders of particulars of the
event giving rise to the adjustment, the Conversion Price prior to such adjustment, the
adjusted Conversion Price, the date on which the adjustment takes effect and such other
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information as the Company thinks fit, and (2) promptly after the adjustment takes effect,
give notice to the RCPS Holders stating that the Conversion Price has been adjusted and
setting out the event giving rise to the adjustment, the Conversion Price in effect before the
adjustment, the adjusted Conversion Price and the effective date of the adjustment.
(iv)

Notification of Closed Periods: The Company shall give not less than 15 days’ nor more
than 60 days’ notice to the RCPS Holders of (i) any days during the Conversion Period on
which the Company’s register of shareholders is to be closed by reason of Hong Kong or
Cayman Islands law or regulation or for the purpose of establishing any dividend or other
rights attaching to the Shares, and (ii) any other day during the Conversion Period on
which it is aware that its register of shareholders is to be closed. The notice shall state the
reason for such closure.

(v)

Notification of end of Conversion Period: The Company shall give not less than 28
days’ nor more than 42 days’ notice to the RCPS Holders in writing prior to the end of the
Conversion Period, which notice shall specify the Conversion Rights of the RCPS Holders
and the Conversion Price then in effect (as adjusted pursuant to Paragraph 5, if
applicable).

6.

Transfer and Registration of RCPS

(i)

The Provisions of the Articles and Association of the Company relating to the transfer of
shares and share certificates shall apply in relation to the RCPS, subject to these Terms.

(ii)

Each RCPS certificate (the “Certificate”) shall have an identifying serial number which shall
be entered on the Register.

(iii)

The Company shall maintain and keep a full and complete register at the specified office of
the Company. Such register shall contain details of conversion and/or cancellation and the
destruction of any RCPS and the issue of any replacement Certificates in substitution for
any mutilated, defaced, lost or destroyed Certificates.

(iv)

The transferor of the RCPS shall be deemed to remain the holder of the RCPS until the
name of the transferee is entered in the Register in respect thereof.

(v)

The Company has the authority to request the transferor and transferee to produce any
documentation deemed necessary by the Company to ascertain their respective identity
and authority to conduct the transfer.

(vi)

The transferor and the transferee shall be responsible for any stamp duties and/or other
ancillary expenses arising from any transfer of the RCPS. The Company shall not be
liable for any such expenses.

(vii)

Each RCPS Holder undertakes to inform the Company as soon as possible when it
becomes a connected person of the Company (as defined in the GEM Listing Rules).
Each RCPS Holder also undertakes to provide such information as reasonably requested
by the Company from time to time to enable the Company to determine whether such
RCPS Holder is a connected person of the Company (as defined in the GEM Listing
Rules). The Company is authorized to, without any prior written consent of the RCPS
Holders, inform the Hong Kong Stock Exchange upon the Company becoming aware that
any of the RCPS Holders is a connected person of the Company (as defined in the GEM
Listing Rules) or any of the RCPS are to be transferred to any connected person of the
Company (as defined in the GEM Listing Rules) and to do such thing as necessary as
required under the Listing Rules.
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7.

Payments

A.

Payment

Any payment due to the RCPS Holder will be made by transfer to the registered account of the
RCPS Holder or by cheque drawn on a bank in Hong Kong mailed to the registered address of the
RCPS Holder if it does not have a registered account. Payment will only be made after surrender
of the relevant Certificate at the specified office of the Company.
B.

Registered Accounts

For the purposes of this Paragraph, a RCPS Holder's registered account means the United States
dollar account or the Hong Kong dollar account, as the case may be, maintained by or on behalf of
it with a bank in Hong Kong, details of which appear on the Register at the close of business on
the second Business day (as defined below) before the due date for payment, and a RCPS
Holder's registered address means its address appearing on the Register at that time.
C.

Fiscal Laws

All payments are subject in all cases to any applicable laws and regulations in the place of
payment. No commissions or expenses shall be charged to the RCPS Holders in respect of such
payments.
D.

Payment Initiation

Where payment is to be made by transfer to a registered account, payment instructions (for value
on the due date or, if that it not a Business day (as defined below), for value on the first following
day which is a Business day) will be initiated and, where payment is to be made by cheque, the
cheque will be mailed (at the risk and, if mailed at the request of the holder otherwise than by
ordinary mail, expense of the holder) on the due date for payment (or, if it is not a Business day,
the immediately following Business day) or, in the case of a payment of principal, if later, on the
Business day on which the relevant Certificate is surrendered at the specified office of the
Company.

8.

Redemption, Purchase and Cancellation

A.

Maturity

Unless previously redeemed, converted, exchanged or purchased and cancelled as provided
herein, the Company will redeem each RCPS at a Redemption Amount five years from the date of
issue of the RCPS (the “Final Redemption Date”). The Company may not redeem the RCPS at
its option prior to that date except as provided in Paragraph 8(B) below.
In the event of winding up of the Company before the payment of the Redemption Amount or
before the conversion of the RCPS into Shares pursuant to these Terms, the only payment
obligation due on redemption in a winding up of the Company shall be the obligation of the
Company to settle the Redemption Amount without any interest or premium as if the Redemption
Amount had been converted into Shares. Accordingly, in a winding up, such Redemption Amount
shall be capitalised and applied towards conversion (or deemed conversion) into Shares at the
Conversion Price and, after conversion (or deemed conversion), the Shares into which the RCPS
were converted (or deemed converted) shall rank equally with the Shares on a Share-for-Share
basis for the distribution of any surplus assets of the Company.
The “Redemption Amount” of each RCPS means an amount equal to the Initial RCPS
Subscription Price of such number of RCPS so redeemed or, as the case may be, the Initial RCPS
Subscription Price plus any additional amount of the Subscription Price that the Holder has paid to
the Company pursuant to these terms prior to an attempt to convert the RCPS into Shares.
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B.

Redemption at the Option of the Company

At any time after the date of issue (in whole or in part) of the RCPS and prior to the Final
Redemption Date, the Company may, having given not less than 30 nor more than 60 days' notice
to the RCPS Holders (which notice will be irrevocable), redeem all or part of the RCPS at a
redemption price equal to the Redemption Amount on the Final Redemption Date provided,
however, that no such redemption may be made unless the closing market price of the Shares (as
derived from the Daily Quotations Sheet of the GEM or, as the case may be, the equivalent
quotation sheet of the CCL Alternative Stock Exchange) was at least 150 per cent. of the
Conversion Price for 30 consecutive GEM Trading Days.
C.

Redemption at the option of RCPS Holders

At any time or times on or after the third anniversary of the date of issue of the RCPS, the holder
of each RCPS will have the right at such holder’s option, to require the Company to redeem all or
part of that holder’s RCPS on the Put Redemption Date (as defined below) at the Redemption
Amount.
In the event of winding up of the Company before the payment of the Redemption Amount, the
only obligation due on redemption in a winding up of the Company shall be the obligation of the
Company to settle the Redemption Amount without any interest or premium as if the Redemption
Amount had been converted into Shares. Accordingly, in a winding up, such Redemption Amount
shall be capitalised and applied towards conversion (or deemed conversion) into Shares at the
Conversion Price and, after conversion (or deemed conversion), the Shares into which the RCPS
were converted (or deemed converted) shall rank equally with the Shares on a Share-for-Share
basis for the distribution of any surplus assets of the Company.
To exercise such right, the holder of the relevant RCPS must complete, sign and deposit at the
specified office of the Company a duly completed and signed notice of redemption, in the form for
the time being current, obtainable from the specified office of the Company (the “Put Redemption
Notice”) together with the Certificate evidencing the RCPS to be redeemed at any time on or after
the date of issue of such RCPS. The “Put Redemption Date” shall be the 14th day after the
serving of the Put Redemption Notice.
A Put Redemption Notice, once delivered, shall be irrevocable and the Company shall redeem the
RCPS the subject of the Put Redemption Notice delivered as aforesaid on the Put Redemption
Date.
D.

Purchases

The Company or any of its Subsidiaries may at any time and from time to time purchase RCPS at
any price in the open market or otherwise. Any RCPS purchased by the Company or its
subsidiaries shall forthwith be cancelled.
E.

Cancellation

All RCPS which are redeemed, converted or purchased by the Company or any of its Subsidiaries,
will forthwith be cancelled (irrespective whether or not the relevant RCPS Certificates are returned
to the Company). If applicable, Certificates in respect of all RCPS cancelled will be forwarded to or
to the order of the Registrar and such RCPS may not be reissued or resold.
F.

Redemption Notices

All notices to RCPS Holders given by or on behalf of the Company pursuant to Paragraph 8(B) will
specify the Conversion Price as at the date of the relevant notice, the Conversion Period, the
closing market price of the Shares (as derived from the relevant stock exchange) as at the latest
practicable date prior to the publication of the notice, the date for redemption, the manner in which
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redemption will be effected and the aggregate principal amount of the RCPS outstanding as at the
latest practicable date prior to the publication of the notice.
9.
A.

Events of Default
Events of Default
If any of the following events occurs:
(i)

any failure by the Company to deliver Shares as and when such shares are
required to be delivered following conversion of RCPS;

(ii)

the Company does not perform or comply with one or more of its other obligations
in the RCPS which default is incapable of remedy or, if capable of remedy, is not
remedied within 15 days after written notice of such default shall have been given
to the Company by any RCPS Holder;

(iv)

the Company or any of its subsidiary is (or is deemed by law or a court to be)
insolvent or bankrupt or unable to pay its debts, stops, suspends or threatens to
stop or suspend payment of all or a material part of (or of a particular type of) its
debts or makes any agreement for the deferral, rescheduling or other readjustment
of all of (or all of a particular type of) its debts (or of any part which it will or might
otherwise be unable to pay when due), makes a general assignment or an
arrangement or composition with or for the benefit of the relevant creditors in
respect of any of such debts or a moratorium is agreed or declared in respect of or
affecting all or any part of (or of a particular type of) the debts of the Company or
any of its subsidiaries; an administrator or liquidator of the Company or any of its
subsidiaries or the whole or any part of the assets and turnover of the Company or
any of its subsidiaries is appointed (or application for any such appointment is
made. For the purposes of this Paragraph 9(A), the Company, or any of its
subsidiaries as the case may be, shall only be (or be deemed to be) insolvent if it is
unable to pay its debts as they fall due for payment on a cash flow basis;

(v)

(a) any other present or future indebtedness (whether actual or contingent) of the
Company or any of its subsidiaries for or in respect of moneys borrowed or raised
becomes, or becomes capable of being declared, due and payable prior to its
stated maturity by reason of any actual or potential default, event of default or the
like (howsoever described), or (b) any such indebtedness is not paid when due or,
as the case may be, within any applicable grace period, or (c) the Company or any
of its subsidiaries fails to pay when due any amount payable by it under any
present or future guarantee for, or indemnity in respect of, any moneys borrowed or
raised, provided that the aggregate amount of the relevant indebtedness,
guarantees and indemnities in respect of which one or more of the events
mentioned above in this paragraph (v) have occurred equals or exceeds
HK$10,000,000 or its equivalent in any other currency on the day on which such
indebtedness becomes due and payable or is not paid or any such amount
becomes due and payable or is not paid under any such guarantees or indemnity;

(vi)

a distress, attachment, execution, seizure before judgment or other legal process is
levied, enforced or sued out on or against any of the property, assets or turnover of
the Company or any of its subsidiaries and is not discharged or stayed within 15
days;

(vii)

an order is made or an effective resolution passed for the winding-up or dissolution
or administration of the Company or any of its subsidiaries (except for a members’
voluntary solvent winding-up), or the Company or any of its subsidiaries ceases or
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threatens to cease to carry on all or substantially all of its business or operations
and except for the purpose of and followed by a reconstruction, amalgamation,
reorganisation, merger or consolidation (a) on terms approved by an Extraordinary
Resolution of the RCPS Holders, or (b) in the case of any subsidiary, whereby the
undertaking and assets of such subsidiary are transferred to or otherwise vested in
the Company or its other subsidiaries;
(viii)

an encumbrancer takes possession or an administrative or other receiver,
manager, administrator or other similar officer is appointed, of the whole or any part
of the property, assets or turnover of the Company or any of its subsidiaries (as the
case may be) and is not discharged within 15 days;

(ix)

(a) any step is taken by any person with a view to the seizure, compulsory
acquisition, expropriation or nationalisation of all or a material part of the assets of
the Company or any of its subsidiaries; or (b) the Company or any of its
subsidiaries is prevented from exercising normal control over all or any substantial
part of its property, assets and turnover;

(x)

any action, condition or thing (including the obtaining or effecting of any necessary
consent, approval, authorisation, exemption, filing, licence, order, recording or
registration) at any time required to be taken, fulfilled or done in order (a) to enable
the Company lawfully to exercise its rights and perform and comply with its
obligations under the RCPS, (b) to ensure that those obligations are legally binding
and enforceable and (c) to make the RCPS admissible in evidence in the courts of
the Cayman Islands or Hong Kong is not taken, fulfilled or done;

(xi)

it is or will become unlawful for the Company to perform or comply with any one or
more of its obligations under any of the RCPS;

(xii)

any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in any of the foregoing
paragraphs;

then any RCPS Holder may have a right to require the Company to redeem all or part of
that holder’s RCPS on the Default Redemption Date (as defined below) and the Company
will be required to pay to such RCPS Holder an amount equal to the Redemption Amount.
In this event, the only payment obligation due on redemption resulting from the occurrence
of any of the matters specified under this Paragraph shall be the obligation of the Company
to pay the Redemption Amount without any interest or premium. In the event of winding up
of the Company before the payment of the Redemption Amount, the Company will be
required to settle the Redemption Amount as if the Redemption Amount had been
converted into Shares. Accordingly, in a winding up, such Redemption Amount shall be
capitalised and applied towards conversion (or deemed conversion) into Shares at the
Conversion Price and, after conversion (or deemed conversion), the Shares into which the
RCPS were converted (or deemed converted) shall rank equally with the Shares on a
Share-for-Share basis for the distribution of any surplus assets of the Company.
To exercise such right, the holder of the relevant RCPS must complete, sign and deposit at
the specified office of the Company a duly completed and signed notice of redemption, in
the form for the time being current, obtainable from the specified office of the Company
(the “Default Redemption Notice”) together with the Certificate evidencing the RCPS to
th
be redeemed. The “Default Redemption Date” shall be the 14 day after the serving of
the Default Redemption Notice.
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A Default Redemption Notice, once delivered, shall be irrevocable (unless otherwise
agreed by the Company) and the Company shall redeem the RCPS the subject of the
Default Redemption Notice delivered as aforesaid on the Default Redemption Date.
10.

Further Issues

The Company may from time to time, without the consent of the RCPS Holders, create and issue
further RCPS having the same terms and conditions as the RCPS in all respects.
11.

Notices

Notices given by the Company and/or by the RCPS Holders pursuant to these Terms shall be
given in accordance with the Articles of Association of the Company.
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