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INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the Rights Issue,
details of which are set out in the "Letter from the Board" contained in the circular of the

Company dated 22 November 2024 (the "Circular"). Terms used in this letter shall have the
same meanings as those defined in the Circular unless the context requires otherwise.

The Company proposes to raise gross proceeds of up to approximately HK$72.75 million
(assuming full subscription under the Rights Issue) by issuing up to 217,823,718 Rights Shares
at the Subscription Price of HK$0,334 per Rights Share (assuming no change in the number of
Consolidated Shares in issue on or before the Record Date and that no new Consolidated

Shares (other than the Rights Shares) will be allotted and issued on or before completion of the
Rights Issue) on the basis of two (2) Rights Shares for every one (1) Consolidated Share held
on the Record Date. The Rights issue is only available to the Qualifying Shareholders and will
not be extended to the Excluded Shareholder(s) (if any)

22 November 2024

There will be no excess application arrangements in relation to the Rights Issue and the
Rights Issue is not underwritten. Any Unsubscribed Rights Shares and ES Unsold Rights
Shares will be placed 10 Independent Placees on a best effort basis under the Compensatory
Arrangements. Any of the Rights Shares which remain unsold in the market will not be issued
by the Company and the size of the Rights Issue will be reduced accordingly. On I I November
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2024 (alter trading hours of the Stock EXchange), 111e Company entered into the Placing
Agi'eement \\, Ith the Placing Agent in relation to the placing of the Unsubscribed Rights Shares
and ES Unsold Rights Shares to Independent Placees on a best effort basis

LISTING RULES IMPLICATIONS

in compliance willI Rules 7.19A and 7.27A of 111e Listing Rules, the Riohts Issue must be
11Tade conditional on approval of the Independent Shareholders by way of poll at the EGM at
which any controlling shareholders and the11' respective associates or, where there ai'e no
controlling shareholdcrs, the Directors (excluding the independent non-executive Directors)
and the chief executive of the Company, and their respective associates shall abstain from
voting in favour of the Rights Issue

As at the Last Practicable Date, there are 110 controlling shareholders. As such, the
Directors (excluding the independent non-executive Directors) and the chief executive of the
Coinpany, and their respective associates shall abstain from voting ill favour of the proposed
resolution approving the Rights Issue at the ECM

As at the Last Practicable Date, the Placing AUGnt is ultimately controlled by Mrs. Chu
Yuet Wa, who is a substantial shareholder of a subsidiary of the Company. Therefore, the
Placing Agent is an associate (as defined in the Listing Rules) of Mrs. Chu Yuet Wa and is a
connected person at the subsidiary level of the Company under Chapter 14A of the Listing
Rules. Accordingly, the engagement of the Placing Agent in consideration of placing
commission under the Placing Agreement constitutes a connected transaction of the Company
under Chapter 14A of the Listing Rules. As all the percentaoe ratios (as defined in the Listing
Rules) (other than the profit ratio) of the Placing Agreement are less than 25% and the total
consideration is less than HK$10,000,000, the Placing Agreement and the transactions
contemplated thereunder fall below 111e de minimis threshold as stipulated under Rule
14A. 76(2) of the Listing Rules, and therefore are subject to reporting and announcement
requirements but are exempt from the circular, independent financial advice and independent
Shareholders' approval requirements under Chapter 14A of the Listing Rules

THE INDEPENDENT BOARD COMMITTEE

All Independent Board Committee coinprisino all independent non-executive Directors,
namely Mr. Mak Ka Wino, Patrick. Mr. Lain Wai Hung and Mr. LaiTi Cheung Shing, Richard
has been established to advise the Independent Shareholders as 10 (1) whether the terms of the
Rights Issue are fair and reasonable; (11) whether tile Rights Issue is 111 the interests of the
Company and the Shareholdei's as a whole; and (111) how to vote on the resolutions at the EGM
in I'elation to 111e Rights issue. taking into account the recommendations of the Independent
Financial Adviser

THE INDEPENDENT FINANCIAL ADVISER

As the Independent Financial Adviser to the Independent Board Committee and the
Independent Shareholders, our role is to give an independent opinion to the Independent Board
Committee and the independent Shareholders on (1) whether the terms of the Rights Issue are
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fair and reasonable; (Ii) whether the Rights Issue is in the interests of the Company and the
Shareholders as a whole; and (11i) how 10 vote on the resolution at the ECM ill relation to the
Rights Issue

We have not acted as an independent financial adviser or financial adviser for other
transactions of the Company in the last two years prior to the date of the Circular. Pursuant to
Rule 13.84 of the Listing Rules, and given that remuneration for oui' engagement to opine on
the Rights Issue is at Inarket level and 1101 conditional upon successful passing of the
resolution, and that our engagement is o11 normal commercial terms. we are independent of the
Company

BASIS OF OUR ADVICE

in formulating OUT opinion, we have reviewed, amongst others, (i) the annual report of the
Company for' the year ended 31 December 2023 (the "Annual Report"); (it) the interinT report
of the company for the six months ended 30 June 2024 (the "Interim Report"); and (ill) other
information contained or referred to in the Circular

We have also relied on the statements, information, opinions and representations
contained or referred to ill the Circular and/or provided to us by the Company, the Directors
and the nianagement of the Group (the "Management"). We have assumed that all the
statements, inforination, opinions and representations for matters relating to the Group
contained or referred to in the Circular and/or provided to us by the Company, the Directors
and the Mariaoement were reasonably made after due and careful enquiry and were true,
accurate and complete at the time they were made and continued to be so as at the dale of the
Circular

We nave 110 reason to believe that any of sucli statements, information, opinions or
representations are untrue, in accurate or misleading, nor are we aware of any 11Taterial facts the
omission of whicli would render them untrue, Inaccurate or misleading.

We consider that we have been provided with, and have reviewed, sufficient information
to reach an informed view and provide a reasonable basis for our opinion. We have not,
however, conducted an independent investigation into the business, financial conditions and
affairs or future prospects of the Group

PRINCIPAL FACTORS AND REASONS CONSIDERED

I. Background information of the Group

The Company is an investment 1101ding company mainly engaged in property investment.
The Company operates its business through two segments, comprising the property investment
segment and the securities investment segment. The property Investment segment is focus on
commercial units located ill Hono Kong, while the securities investment segment is involved in
short Ierin securities investment.
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1.1 Film, ,ciftl ill/'or'"runo, , of lire G, .o11p

Set out below is a sumiTiary of financial 111formation of the Gi'oup extracted froni the
Annual Report and Inter illT Report

ETii{ICi of 1/1e Gi'offp 's coilso/Iffnied sidleiiieii! of PI'o111 o1' loss

Revenue

Other gains and losses. net
Finance costs

Loss for the year/period

For the Year

ended

31 December

2023

("FY2023"I

lunched)
HKS'000

Soil, 'C,

ETiitic! of 1/1e Gi'o11p 's coilsotidnied state 111eiit off^^rollci'ti/ POSii^^11

For the year
ended

31 December

2022

("FY2022")

I'lld^led)
HKS'000

AllJii, ,11 Repo, 'I tilld 1/1/'11'111 R, po, I

9,256

(83,120)

(40,799)

( I 22,582)

For the six

months ended

30 June

2024

("IH2024"I

11/1/'11dr!adj
HK$'000

Non-current assets

lilyes!111eiil plopei'lies
Current assets

Bullk btildiices uiid cn. ,11

Current liabilities

Bullk boil'o11,111g
Loini 11'011i (I 1101i-collii'o11^^Ig

1111ei'esi

01/1ei' 10,111s

Net current liabilities

Net assets

Gearing ratio (No!e)

4696

(84,530)

(20,498)

(107,980)

For the six

months ended

30 June

2023

("IH2023")

illiM!lulled)
HKS'000

6,746

(487,540)

(23,511)

(5069 i a)

As at

31 Deceniber

2022

tolldi7ed)
HK$ '000

4,024

690

(17,781)

(17,564)

As at

31 December

2023

fundiied)
HK$ '000

Soili'cc

1,434,764

1,418,100

7,001
762

(624,89"

(431,079)

N, ifc

AllJii, u! Rt'1,011 rilld 1111, ! 1111 Rc/1011

Geariiig Tallo is calculated o11 tile basis of 111e Group's total debis tincluding Ihc bank borrowing
loan froin a non-conirolling inletesi and o1hci' loans) divided by equity alitibuiable 10 owners of
Ihc Coinpaiiy

As at

30 June
2024

(normdiied)
HK$ '000

1,348,070

1,331,800

7,812

1,670

(661,598)

(410,551)

(152,700)

(4,000)

(617,898)

816,866
139.3%

862,674
846.600

4,834

1.014

(680,134)

(400,288)

(152,700)

(27,200)

(653,786)

694,284
169.1 %
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(152,700)

(38,911)

(675,300)

187,374
776.0%



Fy2023 coinpni. ed 10 FY2022

The Group's revenue is derived fronT property rental income. The increase in
revenue from approximately HK$4.70 million in FY2022 to approximately HK$9.26
million ill FY2023 was mainly due to new leases by tenants for the Group's property
located at Silver Fortune Plaza, I Wellinotoii Street, Hong Kong

The Group's other losses amounting to approximately HK$83.12 million for
FY2023 and HK$84.53 million for FY2022 were primarily derived froiiT fair value
losses o11 the Group's Investment properties; the Group's fair value loss on
investment properties amounts to approximately HK$86.30 million and HK$79.70
million for FY2023 and FY2022 respectively

The increase 111 finance cost froiTT approximately HK$20.50 million ill FY2022
to approximately HK$40.80 million ill FY2023 was primarily due to increases in
interest rates on the Group's bank borrowing and loan from a non-controllino
interest. Interest o11 bank borrowing amounted to approximately HK$23.35 million
and HK$10.36 million in FY2023 and FY2022 respectively, while interest on loan
from a non-controlling interest amounted to approximately HK$15.15 nilllioii in
FY2023 and HK$8. I3 million ill FY2022

As a result of the above, the Group recorded loss for the year of approximately
HK$122.58 million and HK$107.98 11111/10n in FY2023 and FY2022 respectively

IH2024 vs IH2023

The Groups revenue continued to be derived front Ieasino of investment
properties. The significant increase in other losses was primarily due to fair value
losses on the Group's investment properties; sucli fair value losses amounted
approximately HK$485.20 million in IH2024. The portfolio of investment properties,
which comprised of commercial units located in Hong Kono, ITad a carrying amount
of approximately HK$846.60 million as at 30 June 2024 (31 December 2023 :
approximately HK$1,331.80 million)

Finance costs represent interest on bank borrowing, loan from a non-controlling
interest and other loans. As a result of the above, and mainly due to the substantial
fair value loss recorded in IH2024, the Group's loss for the period increased from
approximately HK$17.56 Inillioii in IH2023 to approximately HK$506.91 million in
I H2O24

31 Deceiiibei. 2022 vs 31 Deceiiiber 2023

Non-current assets of the Group niainly comprise its Investment properties, all
of which are located in Hono Kono. The decrease in balance from approximately
HK$1.42 billion as at 31 December 2022 to HK$1.33 billion as at 31 December 2023

was Inainly due to decrease in fair values of the properties
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CUI'Teiji assets of the Group represent a relatively immaterial balance of the
Gi'oup's net assets. As at 31 December 2022 and 2023, CUI'I'Grit assets represent
approximately 0.86% and 1.13% of the Groups net assets respectively.

The Group recorded net current liabilities of approximately HK$617.90 niillion
as at 31 December 2022 and HKS653.79 million as at 31 Decembei' 2023 11Tainly due
10 its substantial balances of bank boi'rowing and loan from a lion-controlling
interest. As at 31 December 2022 and 2023, the Group's bank borrowino and loan
f^Qin a non-controlling interest totalled to approximately HK$583.78 n, 1/1/01T and
HK$563.25 nilllioii respectively. As at 31 December 2023, the Group's other loans
balance also increased to HK$27.20 niillion froiii HK$4.00 million as at 31
December 2022

In view of the sionifica111 anTo unt of debt that the Gi'oup 11as. its gearino ratio
remained relatively ITigli at approximately 139.3% and 169.1% as at 31 Decen}ber
2022 and 2023 respectively

31 Deceiiibei' 2023 I, ., 30 11/11e 2024

As at 30 June 2024, the fair value of the Group's investment propel'ties
decreased substantially as discussed above. Due to the fact that the Groups lion-
current assets comprise niaiiily investment properties, the Group's non-current assets
decreased froiiT approximately HK$1.33 billioiT as at 31 December 2023 to HK$0.85
billion as at 30 June 2024. As the Group's current assets level I'Ginained low, while
its level of debt continued to be substantial to its overall asset value, the Group's
continued 10 record a net current liability position of approxinlately HK$675.30
Inillion as at 30 June 2024. in addition. due to the operational needs, the Group's
other' loans balalIce increased froin approximately HK$27.20 In illioii as at 31
December 2023 to HK$38.91 In11/10/1 as at 30 June 2024.

In addition, due to the SIoniticaiit fair value loss on the Groups investments
properties. the net assets of the Group decreased froiiT approximately HK$694.28
million 10 HK$187.37 million as at 30 June 2024. The Group's gearing ratio also
increased substantially 10 776.0% as at 30 June 2024

1.2 Outlook of the Groi, p

Management will continue to review its Investment properties and tenanis portfolio
from lime 10 time with alms 10 generale stable income to the Group and for capital
appreciation. The Group is devoted to Increasing the occupancy rate of the properties and
looking for potential acquisition/disposal of properties to generate stable income and
capital appreciation froni the properties. Management will diversify its tenant mix. if
necessary, in order 10 1111nimise 111e financial impact to the Group. in addition. the Group
will seek to optimise the composition of the propel'Iy portfolio based o11 the outlook of the
properly Inarket and expand the property portfolio with suitable additional investment
ploperties.
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2. Reasons for' the Rights Issue and proposed use of proceeds

2.1 The Inndi, ,g needs

With reference to the inforinaiioii provided in the paragraph headed " I. I Financial
information of the Group" above, we noted that the Group, as at 30 June 2024, had total
assets of approximately HK$867.51 million, financed by current liabilities of
approximately HK$680.13 million

The gearing ratio, expressed as a percentage of total debts (including the bank
borrowing, loan from a non-controlling interest, and other loans) to equity allributable to
owners of the Coinpany, was approxiiiiately 776.0% as at 30 June 2024, representing a
significant increase fronT the gearing ratio of approximately 169.1% as at 31 December
2023. Such increase was primarily allributable to the SIonificaiit fair value loss recorded
on the Group's investment properties during IH2024, whicli resulted ill the substantial
drop in the Group's equity, causing the gearing ratio to increase to approximately 776.0%.

The Group 11as a loan ill the alliouni of approxiinately HK$49.43 million with
interest rate of 15% per annum fallino due. Such loan has been extended to a niaturity
date fallin0 o11 9 January 2026 as at the Latest Practicable Date, on the condition that part
of the net proceeds (i. e. , approximately HK$44.00 million if the Rights Issue is fully-
subscribed; or approximately 63.26% of the net proceeds if the Rights Issue is
under subscribed) froln the Rights Issue will be used to settle the loan upon the
completion of the Riohts Issue. The loan will be repaid wholly or partly upon completion
of the Riohts Issue on or before 12 February 2025 based on the use of proceeds as
discussed below under the paragraplT headed "2.3 The proposed use of proceeds".

As at 30 June 2024, the Group's current assets. whicli mainly included held-for-
trading investments and bank balance and cash. were approxiinaiely HK$4.83 million
only. On the same date, the casli and casli equivalents of the Group amounted to
approximately HK$101 nilllion. As at the Latest Practicable Date, the Group's casli and
casli equivalents increased to approximately HK$1.98 In illion

Taking into consideration (i) the total loan amounts of approximately HK$591.90
million as at 30 June 2024; (ii) the net current liabilities position of the Group of
HK$675.30 1/1/1110n, and (ill) the cash and bank balances of approximately HK$1.98
million as at the Latest Practicable Date, the Management is of the view, and we concur,
that there is a need for' the Company to seek opportunities to raise funds to lower its debts
and maintain its working capital

2.2 Alter, ,artve I",, d-ratsi, ,g Jiten, ods

To alleviaie its liquidity pressure, the Company considered various fund-raising
methods, including (1) debt financing and (ii) other equity fund-raising Inethods such as
placing new Shares and open offer, and decided to propose the Rights Issue due to the
following reasons
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In respect of debt finalTclno. the Directoi's noted Ihat bank borrowing will result 111
additional Interest burden. increase the gearing ratio of the Group and subject the Gi'oup
to I'epayment obligations. Given (1) the Gi'oup's total loan alliounis of approximately
HK$59I. 90 nilllion as at 30 June 2024; and (11) the Group's 111gli geariiiu ratio of
approximately 776.0% as at 30 June 2024. we concur with the Mariaoemeni Inat debt
financing Inay not be achievable o11 favourable ternis in a timely manner

in respect of equity financing, as opposed to the Rights Issue. the Management
considered that both the piacino of new shares under general mandate and open offer do
not offer options to the existing Shai'eholders. including (1) allowing Shareholders to
maintain their shareholdings; and (ii) increasing tileir shareholding interests by acquiring
additional rights entitlements or reducing their shareholding interests in the Company by
disposing of their rights entitlements in the open market. As rights issues offer
shareholders all option of niaintaining their shai'eholdings of a company. while equity
financing such as placing does not have sucli element and Instead would Immediately
dilute existing shareholders' shareholding ill a company, we are of the view that the
Riohts Issue is in the interest of Shareholdei. s, as compared to placing. in addition, while
equity financing through an open offer allows qualifying shareholders 10 participate, it
does not allow free trading of Tights entitleiiTent in the open market. Therefore, we are
also of the \, iew that the Rights Issue is in tile interest of Shareholders, as compared to
open offers

111 the event Inat the Riuhis Issue is 1101 fully-subscribed, as at the Latest Practicable
Dale. the Company 11as 110 plan or intention to conduct o1hei' fundraisinu activities in the
next twelve (12) months. However, the Coinpai^, may consider funhei' debt and/or equity
fundraising exercises when suitable opportunities arise 10 suppoi'I the future development
of the Group

Considering (1) the feasibility of fund-raising methods. (Ii) the Group's outstanding
liabilities as well as the available internal resources, and (111) the additional flexibility
provided by the Rights issue for existing Shareholders, the Dii'ectors are of the view, and
we concui', Inat the Rights Issue is the nTost appropriate fund-raising option under the
current circumstances coinpai'ed to the abovementioned alter11ative fund-raising methods.

2.3 Tile proposed use of proceeds

As stated in the "Letter from the Board" in the Circular. assuining that there will be
no change 10 the total issued share capital of the Company o11 o1' before the Record Date
and full acceptance of the Rights issue. the maximum net proceeds froiii 111e Riohts Issue
(after deducting 111e estimated expenses) are estimated to be approximately HK$69.55
million (equivalent to a net subscription price of approximately HKS0.3193 per Rights
Share)

The Company intends to use approximately HK$44.00 million (representing
approximately, 63.26%) of the net proceeds trolli the Rights Issue for the partial
repayment of a loan due 10 Mrs. Chti Yuei Wall ("AJIrs. Chu") (who is a substantial
shareholder of a subsidiary, of the Company). while the remaining amount of
approximately HK$25.55 million (representing approximately 36.749t) will be used for
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the general working capital of the Group. 111 the event that there is all under subscription
of the Ridhis Issue, the use of proceeds raised from the Riohts Issue will be allocated on a
pro-rata basis for' the purpose of disclosed above, i. e. , (i) approximately 63.26% of the net
proceeds froiTi the RIDhis Issue will be used for' the partial repayment of a loan due to
Mrs. Chu; and (Ii) approximately 36.74% of the net proceeds froin the Rights Issue will
be used for the Group's general working capital.

Considering (i) that the proposed use of proceeds call mitigate casli now pressure o11
the Group, and (11) the potential benefits of repaying a portion of the payable loan
interests on the Group's financial position, we are of the view that the proposed use of
proceeds is fair, reasonable, and in the interests of the Company and the Shareholders as a
whole

3. Principal terms of the Rights Issue and the Placing

3.1 S"", mary of the key tern, s of the Rights Issue

Basis of the Rights Issue:

Subscription Price:

Number of Shares in issue as

at the Latest Practicable

Date:

Number of Consolidated

Shares in issue upon the
Share Consolidation having
become effective:

Two (2) Rights Shares for every one (1)
Consolidated Share held by the Qualifying
Shareholders as the close of business on the

Record Date

Number of Rights Shares:

HK$0,334 per Rights Share

1,089,118,593 ExistIna Shares

Number of Consolidated

Shares as enlarged by the
allotment and issue of the

Right Shares:

108.91 1,859 Consolidated Shares

Up to 217,823,718 Rights Shares (assuming no
change to the total issued share capital of the
Company o11 or before the Record Date)

326,735,577 Consolidated Shares (assuming no
chanoe in the number of Consolidated Shares in

issue o11 o1' before the Record Date and that no

new Consolidated Shares (other than the Rights
Shares) will be allotted and issued o11 or before

completion of the Rights Issue)
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Gross proceeds from the
Rights Issue:

Net proceeds from the Rights
Issue

Compensatory Arrangements

Approximaiely HKS72.75 1111/1/01T before expenses
(assuiiiing full subscriptioiT under the Rights issue
and assuming 110 change in the number of
Consolidated Shares ill issue o11 or before the

Record Daiei

Approximately HK$69.55 million after expenses
(assuming full subscription under the Rights issue
and assuming 110 change in the number of
Consolidated Shares in issue o11 or before the

Record Date)

As at the Latest Practicable Date, the Group has 110 outsiandino derivatives, options,
warrants, conversion 1'1ghts or other similar rights whicli are convertible into or giving
rights to subscribe for, convert or eXchange into ally Existing Shares or Consolidated
Shares, as the case may be. For further information of the Riuhts Issue and the Placing,
please refer to the "Letter fronT the Board" in the Circulai.

Any Unsubscribed Rights Shares and ES Unsold
Rights Shares will be placed to Independent
Placees on a best effort basis 11nder the

Compensatory A1'rangements. Any of the Rights
Shares which reinaiiT unsold in the market will

not be issued by the Company and the size of the
Rights Issue will be reduced accordingly

3.2 Swbscriptio, , Price

As slated in the "Letiei' fi'Qin the Board", the Subscription PI'ice was arrived at after
ariit's leiigili negotiation with reference 10, among other things, the prevailing nTarkei
price of the Shares and the financial conditions of the CIOup. Foi' details of Ihe Directors'
rationale for deter1111ning the Subscription Price, please refer to the pal'agraph lieaded
"Subscription Price" under the "Letter front the Board" in the Circular.

The Subscription Price of HK$0.334 per Rights Share I'epresents

(i) A discount of approximately 12.1 19t^ to the theoretical closing price of
HK$0.380 per Consolidated Shale (after Iakin, into account the effect of the
Share Consolidation) based o11 the closing price of HK$0,0380 pel' Existing
Share as quoted o11 the Stock EXchange o11 the Last Practicable Dale:

(11) A discount of approximately 35.779t 10 the theoretical closing price of
HK$0.5200 pel' Consolidated Share (after Iakiiiu into account the effect of the
Share Consolidation) based o1\ the closing price of HK$0,0520 per Existing
Share as quoted o11 the Stock Exchaiioe o11 the Last Tradino Day;



(111) A discount of approximately 35.27% to the theoretical average closing price of
HK$0,5160 per Consolidated Share (after taking into account the effect of the
Share Consolidation) based on the average closing price of HK$0.0516 per
Existing Share as quoted on the Stock EXchange for the five (5) consecutive
trading days up to and including the Last Trading Day;

(iv) A discount of approximately 37.10% to the theoretical average closing price of
HK$0,5310 per Consolidated Share (after taking into account the effect of the
Share Consolidation) based o11 the average closing price of HK$0.0531 per
Existing Share as quoted o11 the Stock EXchange for the ten (10) consecutive
trading days up to and including the Last Trading Day;

(v) A discount of approximately 15.66% to the theoretical ex-rights price of
HK$0.3960 per' Consolidated Share, based on the theoretical closing price of
HK$0.5200 per Consolidated Share (after taking into account the effect of the
Share Consolidation, based on the closing price of HK$0.0520 per Existing
Share as quoted on the Stock EXchange on the Last Trading Day);

(vi) A theoretical dilution effect (as defined under Rule 7.27B of the Listing Rules)
represented by a discount of approximately 23.85%, represented by the

of HK$0,3960 Consolidated Share 10 thetheoretical diluted pelprice

theoretical benchmarked price of HK$0,5200 per Consolidated Share (after
taking into account the effect of the Share Consolidation) (as defined under
Rule 7.27B of the Listino Rules, taking account the higher of (i) the closing
price o11 the Last Trading Day of HK$0.0520 per Existing Share and (Ii) the
average of the closing prices of the Existing Shares as quoted on the Stock
EXchange for' the five (5) consecutive trading days prior to the Last Trading
Day of HK$0.0518 per Existing Share); and

(vii) a discount of approximately 80.59% 10 the uriaudited consolidated net asset
value per Consolidated Share of approximately HK$1.7204 (based o11 the
consolidated net asset value of the Company as at 30 June 2024 of
approximately HK$187.37 million and the total number of issued Consolidated
Shares after the Share Consolidation, whicli will be 108,911,859

His 101'1cn/ PI'ice penoi'Inniice of 1/1e Shoi'es

Set out below is a chart illustrating the Instorical CIOsiiio price of the Shares
during the period from I I November 2024, being 12 months immediately preceding
the Last Trading Day, to the Last Trading Day (the "Historical Price Review
Period") and up to the Latest Practicable Date. We consider that a period of 12
months, whicli reflects historical and prevailing niarket sentiment, is adequate to
illustrate the recent price niovement of the Shares for the purpose of conducting a
reasonable comparison
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As shown ill the chart above. the Company's trading prices during the Histoi'ical
PI'ice Review Period had been consistently and substantially below the net asset
value per share of the Company. As such, the reasonableness of the Subscription
Price shall be primal'11y assessed aoainst the Illstorical trading prices of the
Company, whicli represent the markets perceived \, alue of the Group.

We also noted that the CIOsino price of the Shares on consolidated basis was
above the Subscription Price at all times during the Historical Price Review Period,
ranging from HK$0.380 recorded o11 13 September 2024 to HK$0.860 recorded on 4
December 2023. The Subscription Price of HKS0.334 represents a discount ranoino
f^Qin approximately 12.1 I% to 6I. 16% coinpai'ed 10 the closing prices of the Shares
durino the Historical Price Review Period. Furthermore. the Subscription Pi'ice also
represented a discount of approximately 40.41% to the average daily CIOsiiiu price
per Share o1T consolidated basis during the Histoi'ICal Price Review Period, which
was HK$0.561 . As it is a ITormal market practice foi' companies to set subscription
prices at discounts to trading PI'ices to enhaiice the attractiveness of a rights issue
and encourage qualifying shareholders to take part in the rights issue, we are of the
view that the Subscription Price. belno set at a discount to the historical tradino
prices, is on ITormal commercial terms. Furthermore. taking into consideration of the
financial position of the Group where it had been recordi110 net current liabilities ill
its latest financial statements as discussed undei' the paragraph headed " I. I
Financial information of the Gi. oup". we are of the view that the aforementioned
discounts (i. e. 12.11% to 61.16%) of tile Subscription Price as compared to the
historical trading prices are acceptable and fair and I'Gasonable
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During the Historical Price Review Period, except for the surges observed (i)
froni eai'Iy December 2023, (Ii) early February 2024, (111) early July 2024, and (iv)
early October 2024, the CIOsino price of the Shares generally showed a downward
trend. The reasons for these surges remain unclear, aside froiTi possible market
reactions to announcements by the Company during that time. Despite the observed
movements, the overall trend indicates a consistent decrease in the closing prices
Ihrouohout the Historical Price Review Period

Titi(/firg lilyiiidiTv of Ihe Slidi'es

Set out below is the average daily trading volume of the Shares on a 11Tonthly
basis and the respective percentage of the average daily trading volume of the Shares
during the Historical Price Review Period compared to (1) the total number of issued
Shares as of the end of each month/period and (ii) the total number of issued Shares
held by public Shareholders as of the end of each month/period

Month

2023

November (Ironi 11 Novembei' 2023)
Deceinbei

2024

January
February
March

April
May
June

July
Au, us I

Septembei
October

Noveniber (up 10 the Last Trading Day)

Average daily
trading

volume as aAverage daily
trading percentage to

the totalvolume as a

number ofpercentage to
the total issued Shares

number of held by public
issued Shares Shareholders

as at theas at the end

of each end of each

month/period month/period
(%)(%)

Trading
days

Average daily
trading

volume of

Shares

Max

Min

Average

13

19

22

19

20

20

21

19

22
00

19

21

13

Soili'Ct

139,923
101,784

56,815
826,194
633,450
230,850

150,067
35,779

539.255

351,955

285,158
1,198,714
2,525,769

W, b\!'!e off he Slurk' E\'chinig,

O. 013 %

0009%

0005%

0076%

0058%

O. 02 I %

0014%

0003%

0050%

0.032%

0026%

0110%

0,232%

0013%

0009%

0005%

0076%

0058%

0021%

O. 014 %

0003%

0050%

0032%

0026%

0110%

0,232%

2,525,769
35,779

499,401

0,232%

0,003 %

0,050 %

0,232 %

0,003 %

0,050%



We noted froin the above table that the liquidity of the Shares \\, as generally
thin during the Historical PI'ice Review Period. willI an average daily trading volume
of 499,401 Shares, represeniing about 0050% of the total issued Shares. Given the
low trading \, o1ume. the Company would likely face difficulty in raising equity funds
horn Ihii'd parties without offGIIng a substantial discount to the prevailing Shale
price. Considering the low trading liquidity and the pi'evailing weak niarket
sentiment 111 Hong Kong, as well as the Company's 111gli gearing I'ajio. we are of the
view that the Rights issue is an appropriate equity financing niethod for' the Group,
and the Subscription Price is fair and reasonable

CollipuJ'ISOii 11'111i Dinei' Jig/lis is $11e$

in order 10 assess the fairness and reasonableness of the Subscription Price, we
have identified 31 companies (the "Coinparables") based o1T the following criteria
(1) companies listed o11 the Stock EXchange; and (11) companies that conducted rights
issue since I I May 2024 up 10 the Last Trading Day (being a six-montli period
immediately prior 10 and including 111e Last Trading Day) (the "Review Period").

Shareholdei's should note that the subject companies in the Coinparables may
have different principal business activities, market capitalisations, profitability and
financial positions as compared to those of the Company. Althougli the
circumstances surrounding such Coniparables may be different from those relating to
the Company, we considei' that tile Review Period is adequate and fair and
reasonable to capture the prevailing market conditions of companies listed on the
Stock EXchange conducting riglits issues

The Coinparables listed below have been identified through OUT research usIna
public information. We believe that it is all exhaustive list based on our selection
criteria

The major terms of the rights
summarised below

Issue conducted by the Coinparables ale
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To assess the I'Gasonableness of the fundraisino scale of the CIOup PUTSuani to
the Rights Issue, we have (1) flirther identified a selection of 19 companies fi'onI the
Coinparables based o11 a market capitalisation of lip 10 HK$82.77 11/11/1011 (being up
to two limes of 111e Groups markei capitalisation as at the Last PI'acticable Date) (the
"Fundraising Coinparables"), and (ii) IToted that the fundraisino scale of the
Fundraising Coinparables ranged from 0.20 and 4.00 times, a median value of 1.80
times and a nTean of 1.93 times (calculated o11 the basis of the Fundraising
Coinparables' maximuni expected gross proceeds received from the rights issue
divided by the Fundraising Coinparables' market capitalisation at the respective
prospectus date). Considering the Group's fundraising scale of 1.76 limes. which
falls within the range of the Fundraisino Coinparables and approximates to the 111ean
and median, we ale of the view that the fundi'aisino scale of the Group is acceptable
and fair and reasonable

in addition, the theoretical dilution effect of the 110hts issue conducted by these
19 coinparables ranged fronl approximately 1.84% to 24.72%, willI mean and median
of approximately 16.43% and 18.18%- ^espectively. The theoretical dilution effect of
the Rights Issue, approximately 23.85%. falls within the range of those of the
Fundraisino Coinparables. While the theoretical dilution effect of the Subscription
Price is hioher than the mean and median of the Fundraising Coinparables,
considering the financial situation of the Gi'oup, which includes (i) the net current
liabilities position, with a high gearing ratio of 776.0%, as detailed in sections " I. I
Financial information of 111e Gi'oup" and "2.1 The funding needs. "; as well as (ii)
the generally thin average daily 11'adjng volume for the six months preceding the Last
Trading Day as mentioned above, we are of the view that the the o1'etical dilution
effect is acceptable.

We noted fronT the above table that all Coinparables had set the subscription
PI'ice of their rights issues at a discount to (1) the prevailing nTarket closing price (the
"LTD Price") of the relevant shares o11 111e last tradiitu day related to the respective
1'1ghis issue (except for two Coinparables); and (ii) the theoretical ex-rights prices
(the "Ex-right Price") based on the LTD Price. TITerefore. we consider it IToriT, al
market practice for listed companies to set the subscription price of rights issues at a
discount to the LTD Price and Ex-noht Price to encourage shareholder participation

We also IToted that (i) 15 out of the 31 Coinparables had adopted excess
application arrangements ill relation to their Tights issues: and (ii) 16 out of the 31
Coinpai'ables 11ad adopted compensatory ai'rangements. As such, we are of the \, Iew
that the decision of the Company to 1101 adopt excess application arranoemeitis and
to Instead adopt the Compensatory Arrangements is o11 normal commercial ternis and
Is in line will} mai'ket practice

The discount of the subscription prices 10 the LTD Price of 111e Coinparables
ranged froni approximately 3.06% to 67.39%. willI nieaii and 111edian of
approximately 31.02% and 30.74% respectively. The discount of approximately
35.77% of the Subscription Price to the CIOsino pi'ice of the Shares o11 the Last
Tradino Day falls within the range of those of the ConTparables. Althouoh the



discount of the Subscription Price is above the 111ean and Inedian of the
Coinparables, considering the financial situation of the Group as discussed under the
paraoraphs headed " I. I Financial information of the Group" and "2.1 The ftindino
needs, " we are of the view that a discouiTt relatively higher. than the Coinparables is
reasonable.

The discount of the subscription prices 10 the Ex-rioht Price of the Coinparables
ranged from approximately 1.04% to 62.26%, with Inean and median of
approximately 18.31% and 10.45% respectively. The discount of approximately
15.66% of the Subscription Price to the Ex-right Price falls within the range of those
of the CollTparables and below the Inean and above the median. Hence, we are of the
view that a discount 10 the Ex-right Price is reasonable.

Furthermore, the the o1'eiical dilution effect of the nohts issue conducted by the
Coinparables ranged fronT approximately 1.84% 10 24.72%, with niean and nTedian of
approximately 14.96% and 15.24% respectively. The theoretical dilution effect of the
Rights Issue, approximately 23.85%, falls within the range of those of the
Coinparables. Althouoli the theoretical dilution effect of the Subscription Price is
higher than the mean and median of the Coinparables, considering the (i) financial
situation of the Group. belno the net current liabilities position, with a 1110/1 Deanno
ratio of 776.0% as discussed under the paraoraphs headed "I. I Financial information
of the Group" and "2.1 The funding needs, " ; and (Ii) the generally thin average
daily trading volume for the six months preceding the Last Trading Day as
mentioned above. we are of the view that the theoretical dilution effect is acceptable.

Taking into account that (i) it is a normal market practice to set a subscription
price at a discount to the LTD Price and Ex-noht Price to enhance the attractiveness
of a Tights issue and encourage qualifying shareholders to take part in the rights
issue, as demonstrated by the n}ajority of the Coinparables; (Ii) the discounts of the
SubscriptioiT Price 10 the LTD Price and to the Ex-noht Price reflect Inarket norms
and fall within the discount ranges observed ill the Coinparables; (ill) the theoretical
dilution effect of the Riohts Issue falls within the range of dilution effects observed
in the Coinparables; (Iv) the Subscription Price was determined with reference to the
prevailing market price of the Shares, the low liquidity of the Shares, the financial
conditions of the Group (ill particular, with the high gearing ratio as at 30 June
2024); and (v) the Subscription Price will be the base price of the placing and the
terms of the engagement between the Company and the Placing Agent were
deterntined after arin's Iengtli negotiation, we consider the Subscription Price to be
fair and reasonable.

3.3 Other rel, "s

Non-!!liderw, 'illeii b, 131s of Ihe Righis Is SIIe

The Rights Issue is proceeded o11 a non-underwritten basis irrespective of the
level of acceptances of the provisionally allotted Rights Shares, subject to the
fulfilment of the conditions of the Riuhts Issue. in the event the Riohts Issue is 1101

fully subscribed, any Rights Shares not taken up by the Qualifying Shareholders will



be placed 10 Independent Placees under the Compensatory Arrangements. Any
Unsubscribed Riolits Shares and ES Unsold Rights Shares Inat Teijiail\ 1101 placed
under the Compensatory Arrangements will not be issued by the Company, and the
size of the Rights Issue will be leduccd accordiiioly. TITere is n0 11TiniinuiiT amount to
be raised under the Rights issue. 11 is noted Inat 25 of the 31 Coinparables were
conducted o11 a lion-underwritten basis. As such, we are of the view Inai the Rights
Issue being conducted on a lion-uilderwriiien basis is a noriiial coinmel'cial term

7/1e PInc'illg

The Company has entered Into 11Te Placing Agreement \\, ith the Placing Agent in
relation 10 the placing of tile Unsubsci'Ibed Rights and ES Unsold Rights Shares to
Independent Placees on a best effort basis. The PIacino will proceed only if the
Rights Shai'es are not fully subscribed by the Qualifying Shai'eholdei's.

Considei'ing the funding needs of 111e Company and the difficulties in
conducting alternative fund-raisino methods as discussed under the paragraphs
headed "2.1 The funding needs" and "2.2 Alternative fund-raisino nTethods" above
in this letter, as the Piacino offers additional nieans to facilitate the subscription of
the untaken portion of the Riohts issue to the maxilnuin extent, we consider that
adopting the Placing is in the interests of the Company and the Snareholders.

file Pinciiig PI'!'ce

The placing price of the Unsubscribed Rights Shares and ES Unsold RIDhts
Shales shall not be less than the Subscription Price, and the final price determination
will depend on the demand for and the market conditions of the Unsubscribed Rigltis
Shares during the placement process. As we consider that the Subscription Price is
fair and reasonable as discussed in the paragrapll headed "3.2 Subscription Price"
above in this letter, we also consider the arrangement of setting the placing price at
or above the Subscription Price to be fair and reasonable

7/1e Pinci'Jig Coiniiii\3101i

According to the Placing Agreement. the Company will pay the Placing Agent a
placing commission (the "Placing Cuminission") of 2.5% of the amount equal to
the Piacinu Price niulliplied by the total number of Unsubscribed Rights Shares aild
ES Unsold Riglits Shares successfully placed by the Placing Aoeni. To assess the
fairness and reasonableness of the Placing Commission, we have considered Ihe
commission charged by placing agents of the Coinparables. \vilere applicable. We
noted Inat the placing commission paid by these companies ranged from 0.5% to
3592. The PIacinu Commission of 2,592 falls within the lange of the Coinparables
Hence, we considei' that the Placing Commission PUTSuan{ to the PIacinu Agreement
Is fair and reasonable
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Taking into consideration (1) tlie Subscription Price and the Placing Price are
fair and reasonable; (11) the Placing offers additional nTeans to raise funds for the
Company; (11i) the competitive nature of the Placing Commission relative to Inarket
norms, we concur willI the Management that the terms of the Rights Issue and the
Placing are fair and reasonable

4. Financial impact

11 should be noted that the analysis below is for illustrative purpose only and does I}o1
pulpori to I'epreseni how 111e financial position of the 010up will become upon conipletion of
the Riohis Issue and the Placing.

4.1 Net fungible assets

With reference to "Uriaudited pro forIna financial information of the Group" as set
out in Appendix H to the Circular, the uriaudited consolidated net tangible assets of the
Group allributable to the owners of the Company as at 30 June 2024 amounted to
approximately HK$763 million and the uriaudited consolidated net tangible assets of the
Group atITibutable 10 the owners of the Company per Share as at 30 June 2024 before the
Share Consolidation and the completion of the Rights Issue amounted to approximately
HK$0.07, calculated based on the aforesaid uriaudited consolidated net tanoible assets of

the Group attributable to the owners of the Company as at 30 June 2024 divided by
1,089, I 18,693 Exist in a Shares which represents Shares ill issue as at 30 June 2024

Assuming (i) the total number of issued Shares of 108,911,859 Consolidated Shares
after the Share Consolidation; and (ii) completion of the Riohts Issue, resulting in the
issuance of all additional 217,823,718 Riohts Shares, the uriaudited proforma adjusted
consolidated net tanoible assets of the Group allributable to the owners of the Company
as at 30 June 2024 would be approximately HK$145.8In11/10n and the uriaudited PTOforma
adjusted consolidated net tanoible assets of the Group allribuiable to the owners of Ihe
Company per Share as at 30 June 2024 immediately aftei' the Share Consolidation and the
completion of the Rights Issue would be approximately HK$0.45. For details, please refer
to the notes under the paragraplT lieaded "A. Uriaudited pro forma statement of adjusted
consolidated net tangible assets of the Group" under Appendix H to the Circular.

4.2 Gearing

As at 30 June 2024, the Group's gearing ratio, which is measured o11 the basis of the
Group's total debts divided by equity attributable to owners of the Company, was
approximately 776.0%. Upon the completion of the Rights Issue, a portion of the net
proceeds from the Riohts Issue will be used for the repayment of the Group's current
liabilities. Tilerefore, the Dearing ratio would be reduced after completion of the Rights
Issue and the Placing

Hence, the Directors consider that the Ridhts Issue and the Piacino will enable the

Group to improve the financial position and future fundraisino opportunities of the Group
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Considerinu that in the financial position would be improved: (11) 111e gearing ratio
of Ihc Group would bc enhanced: and (Iii) the Group's ITegoiiation power for' Iuiure
fundraising opportunities will be strengthened. we are of the view that 111e overall
financial 1111paci to the Group upon completion of the Rights Issue illid the Placing is ill
the Intel'ests of the Company and the Shareholders

5. Possible dilution effect

All Qualifying Shareholders are entitled to subscribe for tile Rights Shares. For those
Qualifying Shareholders who lake up their full PI'ovisional allotments under the Rights Issue.
their shareholding interests ill the Company will remain urichanoed after the Rights Issue
Qualifying Shareholders who do not take up the Rights Issue call, subjeci to the then-prevailing
mai'ket conditions. consider seijino their 1111-paid rights to subscribe for the Rights Shares in
the market. However. they should note that their shareholdinos in the Company will be diluted
upon completion of the Rights Issue and the Placing

For those Qualifying Shareholders who do not take up their full provisional allotments
under the Rights Issue, depending on the extent to whicli they subscribe for' the RIDhts Shares,
their shareholding interests in the Coinpany upon completion of Ihe Rights Issue and the
Placing will be diluted by up to a maximum of approximately 66.7%.

Having considered (1) the dilution effect is not prejudicial as all Qualifying Shareholders
are offered an equal opportunity to participate ill the enlargement of the capital base of the
Company and Shareholders' interests in the Company will 1101 be diluted if they elect to
exei'cise their full provisional allotments under the Rights Issue; and (11) the Qualifying
Shai'eholders have the opportunity to I'Galise their ITil-paid rights to subscribe for the Rights
Shares in the market, subject to availability. we are of the \, iew that the potential dilution
effect o11 the shareholding. whicll niay only happen 10 the Qualifying Shareholders who decide
not to subscribe for' their pro-l'at a Rights Shares. is acceptable and justifiable
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RECOMMENDATION

Having considered the above principal factors and reasons, we are of the view that (i) the
terms of the Rights Issue and the Placing are fair and reasonable; and (ii) the Rights Issue and
the Placing are in the interests of the Company and the Shareholders. Accordingly, we
recommend the Independent Board Committee to advise the Shareholders to vote in favour on
the resolution at the EGM in relation to the Rights Issue and the Placing.

Ms. Jeanny LeM, 18 ("Ms. Le",, g") is a Responsible Officer of Anus Capiiol Li7, tiled
I^^ensed to carry on Type 6 (advisiiig o11 corporale finance) regulated aciivii} under Ihe SFO
and perlitiiied to undertake work as a sponsor. She is also a Responsible Officer of Anus
h?vesintenis Lintiied licensed 10 carry on Type I (deoting in sec"rill^s) regulaied aciiviiy under
Ihe SFO. Ms. LeMng has over 30 years of experience in corporale finance advisoi'y alld
commercial field ill Greoier C/und, ill panicumr, she I'ds panicipoied ill sponsorshi^ wo, 'k101'
initial pubtic offe, 'ings rind acted as filialICial adviser o1' independent financial odviser ill
various corporale finance advisory Ironsaclions.

Yours faithfully,
For and on behalf of

Altus Capital Limited

Jeanny Leung
Responsible Officer

Mr. Leo runt ("Mr. Torn ") is a Responsible Officer of Anus Capiiol Li7, lifed litensed 10
cal','y o11 Type 6 (advising oil corporale finance) regulated aciiviiy w, Ider Ihe SFO and
pel'171itied 10 underjoke work as a sponsor. He lids over ren years of experience in corporale
finance and Qdvisorv in Hong KOIig, ill particular, lie nos panicipoied in sponsorsh!^ work for
illiti^I PMblic offerings and acted OS financial adviser or independent financial odvisei' in
vonows corporale fillonce advisory ironsociions. Mr. rain is a ceri^ied public acc0"1110/11 of
Ihe Hong Kong Illsiiiwie of Centi'I^d Public ACcownionts.

Leo Tam

Responsible Officer


