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22 November 2024

To the Independent Board Committee and the Independent Shareholders of
Lygend Resources & Technology Co., Ltd.

Dear Sirs,

REVISION OF ANNUAL CAP FOR AND RENEWAL OF
CONTINUING CONNECTED TRANSACTIONS

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to the Independent
Board Committee and the Independent Shareholders in respect of the transactions contemplated
under the Connected Agreements (including the proposed annual cap thereof), (the
“Transactions”), the details of which are set forth in the “Letter from the Board” (the “Board
Letter”) contained in the circular issued by the Company to the Shareholders dated
22 November 2024 (the “Circular”), of which this letter forms apart. Unless the context
otherwise requires, capitalised terms used in this letter shall have the same meanings as those
defined in the Circular.

Continuing connected transactions

As stated in the Board Letter, as the Board envisaged that the existing annual cap for the
year ending 31 December 2024 under the Existing Mutual Supply Framework Agreement in
respect of the supply of production equipment and supplies, repair materials and raw and
auxiliary materials by the Group will be insufficient to meet the business needs of the Group,
and as the Existing Mutual Supply Framework Agreement will expire on 31 December 2024,
(1) the Board proposes to revise the annual cap under the Existing Mutual Supply Framework
Agreement for the year ending 31 December 2024 in respect of the supply of production
equipment and supplies, repair materials and raw and auxiliary materials by the Group; and (2)
the Company has entered into the 2025 Mutual Supply Framework Agreement to renew the
Existing Mutual Supply Framework Agreement upon its expiry.
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THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee comprising Dr. HE Wanpeng, Ms. ZHANG Zhengping
and Dr. WANG James Jixian, being all the independent non-executive Directors, has been
established to advise the Independent Shareholders in respect of the Transactions. We, Grand
Moore Capital Limited, have been appointed as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the

Transactions.
OUR INDEPENDENCE

As at the Latest Practicable Date, we were not connected with the Company, HG, their
respective substantial Shareholders, Directors or chief executives, or any of their respective
associates and accordingly, are considered suitable to give independent advice to the
Independent Board Committee and the Independent Shareholders in respect of the
Transactions.

In the past two years, we have not acted in any financial adviser role to the Company.
Save for the appointment as the Independent Financial Adviser, there was no other relationship
and/or engagement between the Company and us in the past two years.

With regards to our independence from the Company, it is noted that (i) apart from normal
professional fees paid or payable to us in connection with the current appointment as the
Independent Financial Adviser, no other arrangements exist whereby we had received or will
receive any fees or benefits from the Company, its subsidiaries or their respective controlling
Shareholders that could reasonably be regarded as relevant to our independence; and (ii) the
aggregate professional fees paid or to be paid to us do not make up a significant portion of our
revenue during the relevant period which would affect our independence. Accordingly, we
consider that we are independent to act as the Independent Financial Adviser in respect of the
Transactions pursuant to Rule 13.84 of the Listing Rules.

BASIS OF OUR OPINION

In formulating our opinion to the Independent Board Committee and the Independent
Shareholders, we have relied on (i) the information and facts contained or referred to in the
Circular; (ii) the Company’s interim report for six months ended 30 June 2024 (the “2024
Interim Report”); (iii) other information provided by the Directors and/or the senior
management of the Company (the “Management”); (iv) the opinions expressed by and the
representations of the Directors and the Management; and (v) our review of the relevant public
information. We have assumed that all information and representations that have been provided
by the Directors and the Management, for which they are solely and wholly responsible, are
true and accurate at the time when they were made and continue to be so as at the Latest
Practicable Date, and should there be any material changes to our opinion after the Latest
Practicable Date, Shareholders would be notified as soon as possible. We have also assumed
that all statements of belief, opinion, expectation and intention made by the Directors in the
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Circular were reasonably made after due enquiry and careful consideration. We have no reason
to suspect that any material facts or information have been withheld or to doubt the truth,
accuracy and completeness of the information and facts contained in the Circular, or the
reasonableness of the opinions expressed by the Company, its advisers, the Directors and/or the
Management (where applicable), which have been provided to us. The Directors have
confirmed that, to the best of their knowledge, they believe that no material fact or information
has been omitted from the information supplied to us and that the representations made or
opinions expressed have been arrived at after due and careful consideration and there are no
other facts or representations the omission of which would make any statement in the Circular,
including this letter, misleading.

We consider that we have taken sufficient and necessary steps on which to form a
reasonable basis and an informed view for our opinion in compliance with Chapters 13 and
14A of the Listing Rules. We, as the Independent Financial Adviser, take no responsibility for
the contents of any part of the Circular, save and except for this letter of advice. We consider
that we have been provided with sufficient information to reach an informed view and to
provide a reasonable basis for our opinion. We have not, however, carried out any independent
verification of the information, opinions or representations given or made by or on behalf of
the Company, nor conducted any independent in-depth investigation into the business affairs,
assets and liabilities or future prospects of the Company, HG, their respective subsidiaries or
associates (if applicable) or any of the other parties involved in the Transactions, nor have we
considered the taxation implication on the Group or the Shareholders as a result of the
Transactions. The Company has been separately advised by its own professional advisers with
respect to the Transactions and the preparation of the Circular (other than this letter).

We have assumed that the Transactions will be consummated in accordance with the terms
and conditions set forth in the Circular without any waiver, amendment, addition or delay of
any terms or conditions. We have assumed that in connection with the receipt of all the
necessary governmental, regulatory or other approvals and consents as required for the
Transactions, no delay, limitation, condition or restriction will be imposed that would have a
material adverse effect on the contemplated benefits expected to be derived from the
Transactions. In addition, our opinion is necessarily based on the financial, market, economic,
industry-specific and other conditions as they existed on, and the information made available
to us as at the Latest Practicable Date.

In the event of inconsistency, the English text of this letter shall prevail over the Chinese
translation of this letter.



PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion and recommendation in relation to the Transactions, we have
taken into account the following principal factors and reasons:

1. Background Information of the Group

As per the 2024 Interim Report, the operating segments of the Group includes (i) nickel
products trading; (ii) nickel products production; (iii) equipment manufacturing and sales and
(iv) the “others” segment comprises, the sales of ancillary materials. Set out below is the key
consolidated financial information of the Group for the six months ended 30 June 2023 and
2024 as extracted from the 2024 Interim Report.

For the six months ended

30 June
2024 2023
RMB’000 RMB’000
(Unaudited) (Unaudited)
Revenue 10,877,988 9,284,106
Gross Profit 1,827,444 1,567,404
Profit for the period 970,381 662,024

Revenue of the Group amounted to approximately RMB10,877,988,000 for the
six months ended 30 June 2024 which represents an increment of approximately
RMB1,593,882,000, or approximately 17.2%, from approximately RMB9,284,106,000 for the
six months ended 30 June 2023. The 2024 Interim Report carries on to explain that the
increment in revenue was primarily due to the increase in revenue generated from the Group’s
nickel product trading business from approximately RMB4,879,374,000 for the six months
ended 30 June 2023 to approximately RMB6,116,648,000 for the six months ended 30 June
2024 which was mainly due to the HJF project reaching full production capacity and the
increase in procurement and sales of trading of ferronickel resulting in an increase in revenue
of RMB1,592.2 million from the trading of ferronickel.

Gross profit of the Group amounted to approximately RMB1,827,444,000 for the
six months ended 30 June 2024 which represents an increase of approximately
RMB260,040,000, or approximately 16.6%, from approximately RMB1,567,404,000 for the
six months ended 30 June 2023. The gross profit margin remained relatively stable at
approximately 16.8% and 16.9% for the six months ended 30 June 2024 and 2023, respectively.



Profit of the Group amounted to approximately RMB970,381,000 for the six months
ended 30 June 2024 which represents an increase of approximately RMB308,357,000, or
approximately 46.6%, from approximately RMB662,024,000 for the six months ended 30 June
2023. Such increase was mainly attributable to the increase in gross profit driven by the
increase in sales volume of trading of ferronickel and self-produced nickel-cobalt compounds,
as well as the decrease in other operating expenses.

Set out below are certain key consolidated financial information of the Group as extracted
from the consolidated balance sheet set out in the 2024 Interim Report.

As at
30 June 31 December
2024 2023
RMB’000 RMB’000
(Unaudited) (Audited)
Total assets 34,882,402 30,679,708
Total liabilities 19,694,796 17,194,358
Equity attributable to owners of the parent 9,538,020 9,185,546
Cash and cash equivalents 3,958,055 4,616,829

The total assets of the Group amounted to approximately RMB34,882,402,000 as at
30 June 2024, representing an increase of approximately RMB4,202,694,000 or approximately
13.7%, as compared to RMB30,679,708,000 as at 31 December 2023. The increase was
primarily due to the increase in (i) property, plant and equipment, from approximately
RMB16,970,830,000 as at 31 December 2023 to approximately RMB19,629,458,000 as at
30 June 2024; (ii) trade and bills receivables, from approximately RMB1,022,951,000 as at
31 December 2023 to approximately RMB2,105,170,000 as at 30 June 2024; and
(iii) prepayments, other receivables and other assets, from approximately RMB1,145,178,000
as at 31 December 2023 to approximately RMB1,998,171,000 as at 30 June 2024.

The total liabilities of the Group amounted to approximately RMB19,694,796,000 as at
30 June 2024, representing an increase of approximately RMB2,500,438,000 or approximately
14.5%, as compared to RMB17,194,358,000 as at 31 December 2023. The increase was
primarily due to the increase in (i) interest-bearing bank and other borrowings under current
liabilities, from approximately RMB4,692,395,000 as at 31 December 2023 to approximately
RMB7,347,842,000 as at 30 June 2024; and (ii) trade and bills payables, from approximately
RMB1,249,276,000 as at 31 December 2023 to approximately RMB1,766,225,000 as at
30 June 2024, and partially offset by the decrease in (i) the amount due to related parties, from
approximately RMB1,044,215,000 as at 31 December 2023 to approximately
RMB891,575,000 as at 30 June 2024; and (ii) other payables and accruals, from approximately
RMB2,282,073,000 as at 31 December 2023 to approximately RMB1,799,080,000 as at
30 June 2024.



The Group’s equity attributable to owners of the parent increased from approximately
RMB9,185,546,000 as at 31 December 2023 to approximately RMB9,538,020,000 as at
30 June 2024, representing an increase of approximately RMB352,474,000 or approximately
3.8%. The 2024 Interim Report attributes the increase in the Group’s equity to the net profit
during the six months ended 30 June 2024. The cash and cash equivalents of the Group
amounted to approximately RMB3,958,055,000 as at 30 June 2024, representing a decrease of
approximately RMB658,774,000 or 14.3% as compared to approximately RMB4,616,829,000
as at 31 December 2023.

2. Continuing connected transactions

2.1 Reasons for and benefits of revising the annual cap for the year ending 31 December
2024 under the Existing Mutual Supply Framework Agreement

It is stated in the Board Letter that reference is made to the Prospectus in relation to the
reasons for and benefits of entering into the Existing Mutual Supply Framework Agreement.
As disclosed in the Prospectus, one of the many reasons for entering into the Existing Mutual
Supply Framework Agreement is that given the Group’s involvement in the Obi projects with
TBP, the Indonesian Partner, it is (a) mutually beneficial for the Group to sell a stable and
sizable amount of production equipment and supplies, repair materials and raw and auxiliary
materials, including critical components for certain production equipment used in the HPAL
project and the RKEF project on the Obi Island, to satisfy the production needs of the
Indonesian Entities and of other associates of HG; and (b) more convenient for the HG Group
and/or associates of HG to provide related administrative services to the Group.

For the year ended 31 December 2023, the annual cap in respect of the supply of
production equipment and supplies, repair materials and raw and auxiliary materials by the
Group was USD2,377.1 million and the historical transaction amount was USD430 million,
representing approximately 18% of the annual cap. The annual cap for the year ended
31 December 2023 was not primarily reached due to the additional time required to obtain the
necessary regulatory approvals for the construction of the Obi projects, which resulted in HG
Group’s demand for the supply of goods from the Group to be lower than initially expected.
In particular, phase III of the HPAL project was originally expected to commence operation in
December 2023, but did not enter into actual operation until mid-2024 and did not reach the
full designed production capacity until the third quarter of 2024; phase II of the RKEF project
was originally expected to begin construction in January 2023, but only received the necessary
regulatory approvals in December 2023, with the first production line (accounting for
approximately 8.3% of the total designed production capacity) now expected to enter into
operation by early 2025 and the remaining production lines (accounting for approximately
91.7% of the total designed production capacity) by 2027. Based on the unaudited transaction
values for the nine months ended 30 September 2024 as disclosed above, the utilization rate
of the existing annual cap for the year ending 31 December 2024 has already reached 99.4%.
Due to the backlog of construction of the Obi projects for the year ending 31 December 2024
and given that the construction of the Obi projects will continue to progress, and considering
that demand from HG Group corresponds to the status of the construction of the Obi projects,
the Board envisages that HG Group’s demand will increase for the financial year ending
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31 December 2024. In addition, as the Group’s procurement team in Indonesia becomes more
experienced and mature, the Company decided in September 2024 to supply nickel core and
raw and ancillary materials sourced by the Group, as opposed to third party suppliers, to HIF
for the purposes of the Obi projects.

In light of the above, the Board proposes to revise the annual cap to reap the benefits of
entering into the Existing Mutual Supply Framework Agreement and to satisfy the increasing
demand of HG Group and/or associates of HG and/or the Indonesian Entities.

The Directors are of the view that the revised annual cap for the supply of production
equipment and supplies, repair materials and raw and auxiliary materials by the Group pursuant
to the Existing Mutual Framework Agreement for the year ending 31 December 2024 are fair
and reasonable and in the interests of the Company and the Shareholders as a whole.

2.2 Historical transaction value and existing annual cap

The transaction values under the Existing Mutual Supply Framework Agreement for the
years ended 31 December 2022 and 2023 (audited) and the nine months ended 30 September
2024 (unaudited) in respect of the supply of production equipment and supplies, repair

materials and raw and auxiliary materials by the Group are as follows:

Nine months

Historical transaction value

Year ended Year ended ended
31 December 31 December 30 September
2022 2023 2024

(US$ million)

(US$ million)

(US$ million)

(note 1) 297.4 430.0 348.0
Existing annual caps 626.7 2,377.1  350.1 (Note 2)
Utilisation rate 47.5% 18.1% 99.4%

Notes:

(1)  Includes intra-group transactions involving the supply of nickel products by the Indonesian Entities,
which are connected subsidiaries of the Company and project companies of the Obi projects, to other
members of the Group, as well as the purchase of production equipment and supplies, repair materials
and raw and auxiliary materials by the Indonesian Entities from the Group.

(2)  For clarity’s sake, the existing annual cap for the year ending 31 December 2024 in respect of the supply
of production equipment and supplies, repair materials and raw and auxiliary materials by the Group
amounts to approximately US$350.1 million, while the actual transaction value in respect of the supply
of production equipment and supplies, repair materials and raw and auxiliary materials by the Group for
the nine months ended 30 September 2024 amounts to US$348.0 million.



2.3 Proposed revised annual cap for the year ending 31 December 2024

As stated in the Board Letter, the existing and revised annual caps under the Existing
Mutual Supply Framework Agreement in relation to the supply of production equipment and
supplies, repair materials and raw and auxiliary materials by the Group are as follows:

Year ending
31 December

2024
(US$ million)

Existing annual cap 350.1
Revised annual cap 680.7

As at the Latest Practicable Date, the existing annual cap for the financial year ending
31 December 2024 has not been exceeded. Save for the proposed revision of annual cap in
respect of the supply of production equipment and supplies, repair materials and raw and
auxiliary materials by the Group for the year ending 31 December 2024, all other terms of the
Existing Mutual Supply Framework Agreement remain unchanged. Details of the principal
terms and pricing policy of the Existing Mutual Supply Framework Agreement are set ouf in
the Prospectus.

In determining the revised annual cap, the Board took into account the following matters:
(i) the historical transaction amount for the supply of production equipment and supplies,
repair materials and raw and auxiliary materials by the Group in the financial years ended
31 December 2022 and 2023 and the nine months ended 30 September 2024, respectively;
(ii) the expected utilization rate of the existing annual cap for the aforementioned type of
transaction for the financial year ending 31 December 2024; (iii) the anticipated continuous
increase in demand from HG Group for the supply of goods from the Group as detailed above
in “2.1 Reasons for and benefits of revising the annual cap for the year ending 31 December
2024 under the Existing Mutual Supply Framework Agreement”; and (iv) the Group’s overall
business development strategy and business plan for continuous growth.

2.4  Our analysis on revising the annual cap for the year ending 31 December 2024 under
the Existing Mutual Supply Framework Agreement

As discussed in section 2.2 above, for the year ended 31 December 2023, the annual cap
in respect of the supply of production equipment and supplies, repair materials and raw and
auxiliary materials by the Group was US$2,377.1 million and the historical transaction amount
was US$430 million, representing merely approximately 18.1% of the annual cap.

As disclosed in the Board Letter, the annual cap for the year ended 31 December 2023 was
not reached due to the additional time required for the construction of the Obi projects that
resulted in HG Group’s demand for the supply of goods from the Group to be lower than
initially expected.



As also discussed in section 2.2 above, based on the unaudited transaction values for the
nine months ended 30 September 2024 as disclosed above, the utilization rate of the existing
annual cap for the year ending 31 December 2024 has already reached 99.4%.

We enquired the Management and understand that:

(1)

(2)

Due to certain regulatory approval processes, phase II of the RKEF project and
phase III of the HPAL project have experienced delay in construction timetable. As
such, the annual cap in respect of the supply of production equipment and supplies,
repair materials and raw and auxiliary materials by the Group was under utilised,
and the transaction amount originally expected to incur in the year 2023 has been
and will be delayed to the year 2024 onwards. The Management foresees that
aforementioned projects are expected to achieve full scale operation in 2027; and

The Group’s procurement team in Indonesia has become more mature in second half
of 2023, and the nickel ore, raw and auxiliary materials sourced by them are of high
quality which could substantially satisfy the demand from the Obi project. Those
nickel ore and raw and auxiliary materials to the Obi project have been and are
currently supplied by Independent Third Parties. The Management decided in
September 2024 to source and supply such nickel ore and raw and auxiliary
materials to the Obi projects internally which could enhance the Group’s
profitability, and such transactions are expected to settle in December 2024. The
utilization rate of the existing annual cap for the year ending 31 December 2024 has
already reached 99.4% as at 30 September 2024. The existing annual cap in respect
of the supply of production equipment and supplies for the year ending 31 December
2024 could not allow the aforesaid to materialize.

We also obtained the calculation basis of the revised annual cap from the Management

and note that the revised annual cap is a sum of:

(D

2

3)

historical transaction amount for the nine months ended 30 September 2024,

the forecasted transaction amount for the fourth quarter of 2024 based on operation
team’s estimation with reference to the historical transaction unit price actually
incurred for the nine months ended 30 September 2024 and the quantity demanded
based on expected construction progress in the fourth quarter of 2024; and

supply of nickel ore and raw and auxiliary materials to the Obi project from the
Group’s Indonesia team to the Obi project which is expected to settle in December
2024, as mentioned above.

Having considered the above, we concur with the Directors that the revision of the

existing annual cap and the basis for determining the revised annual cap in respect of the
supply of production equipment and supplies for the year ending 31 December 2024 is fair and
reasonable so far as the Independent Shareholders are concerned.



2.5 Reasons for and benefits of the 2025 Mutual Supply Framework Agreement

Reference is made to the Prospectus in relation to the reasons for and benefits of entering
into the Existing Mutual Supply Framework Agreement, including but not limited to procuring
sufficient amount of nickel ore and coal from the HG Group in a timely and reliable manner
and saving transportation and logistics costs.

In view of strengthening the business relationship with the HG Group and to avoid
disruptions to the Obi projects, the future development of the Obi projects and the business
plans of the Group, the Board considers that the reasons for and benefits of entering into the
Existing Mutual Supply Framework Agreement remain apposite.

The Group’s Indonesian Partner, which is controlled by HG, currently owns five nickel
mines on the Obi Island, including a mine operated by TBP (the “TBP mine”), a mine operated
by PT Gane Permai Sentosa (the “GPS mine”), a mine operated by PT Gane Tambang Sentosa,
a mine operated by PT Jikodolong Megah Pertiwi, and a mine operated by PT Obi Anugerah
Mineral. Among these mines, the TBP mine and the GPS mine have started mining in 2011 and
2008, respectively, and the remaining three mines have conducted certain exploration activities
and will continue to undergo exploration. In light of the significant presence of the HG Group
on the Obi Island and the limited availability of other suppliers, save for the supply of coal to
the Group, it is envisaged that the HG Group will continue to be the sole supplier/customer of
the Group for the relevant goods and services.

The Directors are of the view that the terms of the 2025 Mutual Supply Framework
Agreement and the transactions contemplated thereunder are on normal commercial terms, are
fair and reasonable and in the interests of the Company and the Shareholders as a whole.

2.6 Renewal of continuing connected transactions

As the Existing Mutual Supply Framework Agreement will expire on 31 December 2024,
the Company conditionally entered into the 2025 Mutual Supply Framework Agreement with
HG on 28 October 2024 in respect of the following transactions:

(1) the HG Group shall supply the Group with nickel ore;

(2) the HG Group and/or associates of HG and/or the Indonesian Entities (which are the
subsidiaries of the Group) shall supply the Group (excluding the Indonesian
Entities) with nickel products;

(3) the HG Group shall supply coal to the Group, which is used to generate electricity
required for the operation of the Obi projects;

(4) the HG Group and/or associates of HG shall lease site construction equipment and
machinery used in the construction of the Group’s production facilities on the Obi
Island (“Construction Equipment”) to the Group;
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(5) the HG Group and/or associates of HG shall provide the Group with administrative
services ancillary to the day-to-day administration and operation of the Group in

connection with the Obi projects, including without limitation the leasing of vessels
to the Group, the making of payments of fees required to be made to the relevant
local government authority in Indonesia for the use of certain land located on the
Obi Island, Indonesia (“Land Use Fees”) on behalf of the Group, as well as the
provision of electricity to the Group; and

(6) the Group (excluding the Indonesian Entities) shall supply (i) equipment and
supplies used for the production of nickel products; (ii) repair materials; and
(iii) raw and auxiliary materials required for the nickel product production
operations, to the HG Group and/or associates of HG and/or the Indonesian Entities.

2.7 Principal terms of the 2025 Mutual Supply Framework Agreement

A summary of the salient terms of the 2025 Mutual Supply Framework Agreement is set

out below:
Date:

Parties:

Term:

Subject Matter:

Other Terms:

Consideration and
pricing policies:

Settlement method:

28 October 2024
(1) the Company; and
(2) HG

From | January 2025 to 31 December 2027 (subject to
obtaining approval from the Independent Shareholders)

Relevant members of the Group (excluding the Indonesian
Entities), the HG Group and/or associates of HG and/or the
Indonesian Entities, may from time to time enter into separate
definitive agreements which shall set out specific terms and
conditions for the transactions under the 2025 Mutual Supply
Framework Agreement.

Definitive agreements must in any event be subject to and in
compliance with the terms and conditions of the 2025 Mutual
Supply Framework Agreement.

Please refer to paragraph headed “2.8 Consideration and
pricing policies™ below.

Upon the completion of the relevant services provided, the
settlement shall be made within the settlement cycle as
agreed under the definitive agreement to be entered into in
accordance with the 2025 Mutual Supply Framework
Agreement, including but not limited to the settlement of
transaction amounts based on a fixed period or other payment
methods agreed by both parties.

e s



‘sonred SunoenU0D Y] UM SSAUITE]
2Imsu2 0] sIoAsaIns juspuedepur Aq penssy Aesse JO Q1BOIJIQY AQ
peyzoddns ore (Juju0d 2INISTOWI PUE JUAUQD [ITU '2'T) SIejouwreled
24} JBY) 910U 94 pUE ‘A1SNPUL 87} UI UOWWOI ST B[NULIOJ UOHR[NI[EI
91 1B} PUBISISPUN oM ‘JUIWRSEUBIN Y] YIIM PISSNOSIP SUIARH

JUAWRAITY NI0MIWEBL]
£1ddng [eminjA QT 2Y3 UT PAIEIISOI[T 2S0Y) SB JUWIES AT A[[ETIULISQNS
st 2o1xd aseyound 210 291U JO BINUIIOJ UOTIB[NOTEY 91 Jey) 910U pue
‘dno1n ay3 01 210 [eoru Jo A[ddns 03 uone[al ur JuawraSeury A Aq
papiaoid JuswraaiSy yiomawel Ajddng [emnpy Sursixg 9yl Iapun
‘Te9A Yore UI OM] ‘$T0Z PUB €707 ‘ZZ0T TB9A JO TOBQ OJUT Paleiuld
SIUAWRSISE JALIULJOP XIS PIMIIARI PUE PIUIEIQO ‘PIisanbal OS[E op

*2I10 [OYOIU JO yojeq joalqns
A JO JUSIUOD [OYOIU puUE JUSIUOD eInjstow Jo ofejusnrad ‘sioyio
Suowe ‘Ajn1so yorysm ‘siofsams juspuadepur £q pauSis pue panss
Aesse Jo 218211190 JO $91d09 7 yiim sn papraoid juswaSeury YL

SISA[eUE pUE JUOP HI0M INQ

“S[Iejep ISYLINY 10J I9}a pIeog ey) 0} ISyl a5ea|d

10198, UOTIIA1I0)) X (JUIUOY) AMSIOA—]) X TUIIUOY [AHOIN X 9911
yrewyouag [eroury = 291d aseyornd 210 [2IN :Sm0[[0] St A[[eord£
ST SJUSUI9SISE SALIULOP 2Y) Ul N0 13§ B[AWIOJ UOLR[MOI[Ed YL

"JUSWIA9ISE SATITUIJP Yord
U1 100 198 JOYMINJ Sk ‘51505 uonerodsuer 1ayo Jo Surddys sajd
RISAUOPU] JO $0IN0SY [RISUIA pue £SI9Ug JO INSIUI 9y £q
DANSST 99109p 1UBAS[AI Y} I J0UBPIOIVE UT 9211d YIBWIUIq
[eISUTWI U} JUNOOOE OJUT SUfe) e[WIO] UOLE[MO[ED e (1)

pue is1049amns Juapuadapur pajutodde Aq pensst 1u2iu0d
2IMISIOW PUE JUSIUOI [3YI1U 10] paisnlpe 210 [oxoru 1oy soud ayy (1)

:SuImoryog
QY] 0] 90ULIAJAI YIIM PIUTWIAIAP ST 910 [axo1u 107 201xd aseyoInd oy

£orpod Surotag

dnoin a2y 03 210
[ootu jo A1ddng  (e)

uorjoesuex) jo ad4y,

:M0[2q 2[qe) 9} UI N0 9§ eIe S[Iejap Ieyung 'eAanejusserdar
puE IIBJ SISBQ UOI]02[9$ JY) IOPISUOI am pue ‘Juawa1Sy A[ddng [eminjy Sunsixg 2yl I2pun SUCHOBSURI] PIIOJUUOD SUMUNIU0CD JO s2dAl XIS 2a0QE
Y1 JO U282 103 $T0T PUC £Z0T ‘TTOT 189K Y1 JO YOB2 UL OJUI PIISIUS SIUSWIIIITE SATIIULJSP OM] P1sanbal am ‘pg07 01 TTOT TeeA 2Y] Ul JUIWRITY
qromawel A1ddng reminy Sunsixg 9y} Iepun SUONOBSURI} [enjoe 2y} ur Aorfod Surorid oy) puelsiopun O "SWIIQ) [RIOIOWITIOD [RULIOU UO SI pUe
SUONBII059U YISU9[ S, Wk SUImo[[o] se1ired ) Uesm)aq PIUIWINIIP ST JUsWAITy yIomaweld Addng reniny SZOZ 2Ul I9pUN UOTBIIPISUOD YL

‘Juswealdy Yiomswel] A[ddng [eninjy 70z 9yl JO SUOIIIPUOD pPUB SWLID) 2]
yim oouer[dwoo Ut pue 0} 300[gqns 9q Ju9A? AUB UI IS SIUIWIIITE IANIUIJIP YONG "SIUIUWIIISE QATIIUIJIP ) UL PR2ISe 9 0) POYIOW JUSW[}IIAS 1)
01 3urp1029® pue oW 9yl 18 pred 9q [[Im 1UeWLIS Y YIomowel] Addng reminy S7OT 2yl Jepun dnoig) 2y} 01 J0 Aq J[qeied UONIBIAPISUOD YL,

sazojod Suidad pup uoyvLIPISUO) 87

| P e



‘[e0d
Jo 9soud o 9lenoSau-ar [reys santed Supoenuos oyl ‘SUONIPUOD
J{IeW UI 2FUBYD JO JUSAD SY} Ul ‘JUIWIIAISER JANIUIJep SY1 0]
Surp1000y 1502 uoneirodsuen 9 10y Junoooe o} dnajrewr urelre (1)
pUe juowaaISe 9ATTUIIOP 9} Ul parjroads se sonsiIeloereyo Ajenb
[e0o (1) ‘xepur [eo)) ®Isauopu] uo pejonb se Qoud [eos oferasw
1u9991 ® (1) 0} 20ULIJ1 YIIA PAUIULINGD SI [202 Jo 2o11d 2y Jey) 210U
pue ‘dnoiny 2yl 0} (202 Jo A[ddns o1 uorje[al UT JUQWATRUBIA Y] AQ
popiaoid juowaaISy ylomewer] Ajddng [eninjy Sunsixg 9yl Iapun
‘reaf Yora UL 0M] ‘$707 PUB €707 ‘7207 Te9k JO YOBa UT 0JUT PaIslua
SJUQWeRISE QANIUIOP XIS POMOIARI PUE paureiqo ‘paisanbar am

"OJUL PAISIUS 3¢ 03 ST JUIWIIITE JADIUIP T UIYM
sumn Areaq srorddns Lireq paryg, juspusdspuy woij psionb se eoud
19yrew Surjreasid 9yl 01 99ULISFRI YIIM paurwIlep st ooud jun
PaXy,, U} JBY) PUBISISPUN PUB JUSWASRURIA 2Y) ILM PISSNOSIP 9

"JaNTew [eIOW J[qe[reAr
K1orrqnd o awm Jo 1urod urersd e paurelqo 9q 03 9oud jayIew (11) 10
jonpoid [oTU JO UQ) ] UT JUSIUOD [IMIIU JO 5] A19A9 10§ 9511d Jrun
PaxI] ® (1) ITII9 Je 398 ST 2011d 19BIU0D 2} JBY) 3j0U am pue ‘dnoIn
a1 03 s1onpoxd [oxo1u Jo A[ddns 03 uorjE[al UI JUIWLSBURIN Y AQ
popraoid JuamaRISy ylomowrelq A(ddng reminjy Sunsixg <y Jepun
‘Tesk oBS U 0M] ‘$Z0T PUB 707 ‘7707 189k JO YoBa Ul 0JUI PIIaju
SJUSWIaRISE QATIUIISP XIS PIAMAIAQI DUEB PouIeIqo ‘pelsenbal opm

SIS[EUE puE JUOp YI0M IMQ

‘(uenor BSIRY/PI 0S5 TIPS eqIOUI MMM //:sd1Y
® 9)sqem SAnDSIUIU oY) UO puUNO} 2q UBD ‘IB[NOID  SIY)
JO QW 91 J® “YOTYM) BISQUOPU] JO S20IN0SaY [BISUT PUE A512ug
Jo Anstury oyi £q paysiqnd Aqresiporiad 1802 jo 9oud yrewyouaq
91} 0} 20UaIaJaI sayew dnoxn) a1 “2o1ad Jo3TeW Ay} SUTUTULIANAP U]

'$1500 uonjelIodsuen (2) pue isonsuAdEIRYY Alifenb
[eoo (p) ‘serorjod [eoo] ur safueyd (9) isaoud xepur Ansnpur
[BOO] 1UBASTRI (q) ‘SUOTIIPUOD pue 9011d JoNIBW (B) 0] 9oUIIJI
UM PIUTILIRNP 2q [[BYS [202 Jo 2011d Jrun 2y 1yFrom [emioe £q
9o1d j1un 2y SutArdumw £q palenorea st [eeo 10f soud Ajddns oy,

*210 [9yotu 10 901id aseyoind oy Junoase ojur Surye) pue
‘0JUI PRI2JUS 3q 0} INOQE ST JUSUINAISE JANTUIFAP B UIYM T AIAR
s1onpoid [oxoru oqeredwos 1o swes 213 107 s1enddns Areg pryg
juepuadepuy woiy pelonb seoud oyy Surpnpour “onpord [eyoru
Jo 2d4y JueAQ[eI o) 107 eo11d jeyIew Surreadid 9y 0] 90UaIRIAI
UM paurwisiep St sjonpoid [eyoru oyy 1oy 99o1rd aseyornd 9yf

£o1j0d Suprag

dnoigy a3

01 1809 Jo A(ddng

dnoig
ay1 03 syonpoad

[oomu jo Ajddng  (q)

uorjdesuel) Jo ad4y,

e [ Bl



*(M0[9q [1°7 UONDAS UI PISSNISIP 2q T[m 9011d
UOT}OBSUBI] JO $SIUI[BUOSEAI PUE SSIUIE] A1) pIenSajes 0} seried
pary Juepuadopu] woly uonejonb FulureIqo uO UMSBIW [0IUOD
[pursjur §.dnoin oy} JO [IBI9P IAUNINJ) SSUISNG JO 9SINOD [ensn
puE AIBUIPIO 37 UI $I0PUaA AJIed pIIy] Juspuadopu] WOIj 9589] 103
9[qe[EAR Aluiyoeur 10 juowdmbs rejruis 10 aures jo 901d jeyIEW
JUSLIMD UAY) 9Y} U0 PIseq paumuiaiap si juswdmbyg uoponmsuo)
jo odf} yoed JO UOWBIOPISUOD [BIUAI Y] PUB ‘2SBQ PIPIJU-SE
uo pue owr Jo pouad UIEII9D B IOJ [eu0Isesdo st juswdmbyg
UOIONISUOY) JO 9SBS| QY) IBY) PUBISIOPUN PUE  JUIWASBUBIN
oy} UM passnostp am pue ‘dnorn oyl o} juswdmbs jo ases)
01 uonE[al ul jusweSeusy oyl Aq popraoid JuUOWIAAISY NIOMIWEL]
Aiddng teminjy Sunsrxg oyl Ispun ‘reak Uoed Ul QUG ‘707
pUB €707 ‘7707 Te2A JO yoea UI OJUI PRILIUL SIUAWSRISE QANUIIIP
931U} PIMITASI DU PAUIRIQO UIY) 24 "952q PIPISU-SB UO PUB 9wl
Jo potred uTe1Iad B 10J [BUOTSEI00 ST Juawdmby uononmIsuoy) Jo 9ses|
Y} PUB *$Z0O7 PUB €707 ‘TTOT PPUR 1B 9U) JO YIE2 UT OJUT PaIajud
JUSW99ISE 2ANIUNAP QU0 AJUO SBM 9IY) By} JUeWRSeUR] Y}
£Q PISIAPE 219M PUE ‘T80 UT SJUSWAISE IATIIUNJSP XIS “JUWITY
pomourery Ajddng [emnjy SunSIXg Ayl 19pUN $70T PU €07 TTOT
1894 JO YOS UI 0JUL PIISIUD SJUIUIIAISE JATIIULISP OM] palsanbar op

sIs[EUE pue Juop YI0M InQ

"JUIWITE QATIIULIAP YIBD U N0 195 ISYLINJ S8 ‘IUIES
ay) Jo aFesn [ejual pap10231 9y pue pasn juawdiby uononnsuo)
Jo 2d£) yoeo Jo Amuenb oyy wo paseq st 9qeded jua1 [eI0) SYL
‘sarued PINYJ Juepuadspuy oY) AQ PAISJJO 9SOY) UBY) S[QRINOAR]
§§9] OU SI pUR 2J[QBUOSEBAI puB Igj SI DY Aq peSieyd [eiual
QU1 1By} 2I0SUS 0} SAIed paryl, juspuadopuy o[qeredwos alow
10 oM} woIy uoreionb J29s 14 dnoIn 9y} UIWRAISE AITUIIAP
B OJUT SUIIQIUD 2I0J9g 'SSQUISNQ JO 9SIN0D [ensn pue AIeuipIo
oy} ur pesed] Amumyoew 1o juewdmbe ojqeredwoo 10 Qures
2 jo saoud Jox{Iew Sur[readrd 971 0] 90UIRJAI YIIM PAUTULIAAP
st juswdinbyg uononnsuo) jo 2dA) yora 10] UONBIIPISUOD [BIUAI Y],

£orjod Sumdrig

dnoin
a1 03 Juewdinbyg
UOLIONIISUO))

jo asea7 (p)

uonjaesue) Jo ad4j,

_14 -



"Poppe u9aq sey dnyIew ou jel) JUIWASRURY Y} WOIJ PUeISIapUN
9M puUB ‘siseq 1502 € uc dnoln 29U} 0} PIISpPUAI 9OIAIRS UTBLIRD
Uo  JUSWRSINGUITSL,, ST 93] 109[qns 91 $AeS $910U }1q9P U0 UonNdLIdsap
31 1871 210U 9p "dno1n 2yl 01 pasIeyd ‘[e10) ul XIS ‘Teak yowa ul om)
%707 PUE €207 ‘7707 Ted4 JO YoeD UL SIJOU JIQIP OMm] PIMIIAAL PUE
pauTeIqO 9pn dIIBW [TU (1M $OIAIIS YONS JO 35ESN [BNJOB UO PIseq
dno1n) a1 01 padreyd aq [rm/st pue ‘s1oford 1qQ ay1 jo uonersdo
oy Suofe paumour 9q [[IM/S yomgm ‘dnoin 9y 01 AJNOLIOA[Q
Jo uorstaoid 9y} se Jiem se ‘dnoIn 9yl Jo J[EYaq U0 99 9s[)
pue 9y jo sjuawked jo Suryew 93 ‘dnoIg) o) 03 S[asseA Jo SuIses|
o uoneywi] jnoyya Surpnyour ‘sjoefoxd 1qQ oYl YA UOMIQUUOD
ur dno1gy ay) jo uoneredo pue uonensiurwpe Aep-01-Aep 2yl 01
AIR[IOUR $90TAISS QATIRIISTUTUIPE Q) O) SIAJAI JUTIARISY JI0OMAUIRL]
A1ddug reminy 7oz 2w o3 juensind dnoigy eyp 01 pepraoid 9q 01
pue JuswsaIsy y1omawer] (ddng reminjy Sunsixyg oyl Iepun dnoin
a1 03 papraoid A[JUaLInd $991A18S 2ATRNSIUTIIPE 21) JBY) PUBISIIpUN
pue JUSWASEURJ oY) YIIM POSSNOSIP 9A4 "SAOTAIIS QATIEIISIUTWIDE
oy Surpre§er juawaaISe 2ANIUTIAP OU I8 213Y) 18Y) JUSWASEURIN 1)
£q PISIADE 219 PUE ‘[210) U SJUSWIAITE JANIULOP XIS JUSWIRISY
yromourer] Ajddng remingy Sunisrxyg oyl Iopun $707 PUE €707 ‘TT0T
189K JO [OBS UI OJUT PAISIUL SJUSWILISE QADIULJOP OM] pajsanbal sy

SISA[eUR pUE JUOP YI0M INQ

"RISAUOPUJ UI AJLIOYINE JUSUWIUIZAOS
[00] JuBAS[aI A Aq paSreyd s39) jo <vl 2y pue dnoin oyl
1O ISQUIAW JUBAQ[SI 9Y) £q PISTL PUB] JO BAIE 3Y1 01 39USIJSI YIIM
PaIR[NOTED ST oTyM ‘dnoIg) 93 Jo Jreyaq uo way) Aq pred ssay osn
pue Jo Junowe 2y} Jo dnoin) DY 2yl 9sinquural ose dnoin ayg,

‘sanred pary juepuadepuy £q pesSreyo seoud
91 03 FOUAIIJAI YIIM PAUTUIIAIAP ST PUE ‘S[3SSIA JO 9ZIS I0/pue adA]
QU1 UO Paseq SI S[28SIA JO 9sea] 2y} 10] 2[qeAed [ejual ‘ojdurexa 10

"$QOTATSS TUBAS[QI a7 JO a5esn [enoe uo Surpuadep siseq 1500 ®
UO PoUTUISIap A[[eIauas ST S90TAISS JATEISTUTWPE oY) I0] S35 YL

£o1p0d Suriag

dnoin

) 0) SIOTAILS

JATJEISTUTWPE
Jo worstaold  (9)

uonoesuer) jo adLy,

= 5



"M0[9q T['7 UOI3S UT PIssnasIp
2q [[1# 2011d UOT}OBSULI] JO SSIUI[qBUOSEI PUE §$IUIIR] 3] pIenFajes
01 senreq paryJ juspuadepuy woiy uorjelonb Fururelqo uo aInseaw
[01u09 [eurdjul §,dnoin Y3 JO [1BI9P IUMN, ‘SIANG $ILUEJ DAY
juapusadspuy Aq poIafjo ISOY) UBY} S[qEIOAR] $SO] OU 9q [[im 9o1d
uoorsuel) Y[, *Areatjep juewdinbs 2y} 210jaq $95IeyD ([ Surpnyoul
souid pax1y ® ST sluaweaIfe FATIIUIIAP Y1 JO yoea ur 29ud 10BnU0D
[e101 9 ‘A[Surproooy ~dmwjrew jo aSeiuecred UIRIIRd WYIM $1509
onsIS0] pue Ioqe[ ‘s3s02 judwamoord o3 pajrwl jou Jng Surpnjoul
‘$1500 9y [[e JUNOZOE OJuI uaNel sey juswdmbe yoes jo ooud
1IUN 9y} 1BYl PUBISISPUN PUE JUIWRSBURIN 9U) Uilm PISSTIOSIP oM

uswasISe aAnuIjap yons repun serjddns pue juewdimba 1re 0
2o11d Jrun puE SITUN Jo Joqunu Jo s19npoid 9y SUIPpE 19)JE 18 PAALLIR
st soud 10BnU0D [B103 AU Jey) 9j0u Os[e ap “AIeAlep juswdinbe
21} 2I10Jeq $3IBYD [[B SUIPN[OUT 9011d PIXTJ © ST STUIWIAIFE JANIULJIP
2y Jo yora ur 2o1d J9B1U0I [I0) 9] JeY) 210U am pue ‘dnoin Ay
£q juswdmbs uononpoid Jo Ajddns o3 uorje[a1 ul JusweSeury oY1 Aq
pepraod jusweaIsy ylomauwel] A[ddng reminpy Sunsixg 2yl Jepun
‘Teak YoBS UI 0M] ‘$0T PUB €707 ‘7Z0T Teak JO Yora Ul OJUI PAIAUQ
sjuoweeISe SAIUIIAP XIS PAMIJAI PUE DPIUTEIqo ‘paisanbar am

sisA[eue pue Juop YI0M InQ

‘0jul parajua
9q 01 JN0QE ST JUSUWAAISE IATIUIFIP B USYM W AISAS S[BLIAIEW
o(qeredwoo 1o oures 2y 107 siarddns Aueq paryl juspuadapu]
Aq perspo seond oy Surpnpour ‘reudjewr jo adAy jueasfal
o 10] soud jexrew Suireasid 9y) 0] 22UIISJAI IIM PIUTULIAIIP
ST STeLIo)eW AIRI[IXNE PUB meI JO 2es s.dnoin 23 103 20ud Y],

‘Apnis Suryrewyousq
91 UI pIUTUIIaNap se 95wex s[rprenbiajur yiSuaf §,ULle 1) UIYIIM I8
sperrojeur Jredox pue serjddns pue juswdinbe uoronpoid jo ores oy
101 dnoiny syy £q paydope soner NADd 2y, "potred Iesk-991y) B
1940 soruedwoo 9[qeredwod Jo JoquInU € JO SONeI (A 9581948
PolySIom oY) 0} 90UQIOJAI AQ DAUTULIROP SBM S[9AJ] UIGIEW
yoxd spqeuosear Jo afues y I01edrpul ursrew jjoid eudordde
180U 92U} SB PIOQ[es sem onel (.NJADJ.,) dn-jrEw 1500 [nj
ay) pue £pnis 2y jo 9sodind 2y3 107 poyisw Furonrd 9y B pajoalas
SEM POUIOW UISIEW JoU [RUOTIIESUED 9] SUOLENSIUIWDY
Xe], pue sosudioug [EUONEUNININ I10] SAuIeping Suroug
IoJSUBI] (OO0 Y YU 20UepIodde ur Apnis SuryIewyouaq
© 10npuod 03 juri[nsuod juepusdepur ue pafedue Auedwo) 2y,

"(51500 sonsiS0] pue Joqe] “§'2) sesuadxe
pale[al pue §3509 juswarnoord s.dnoin ey jo doy uo urSrewr
jjord 9[qeUOSEal U0 Paseq PAUIWIIAILD ST S[errslew Iredal pue
sorjddns pue juewdinbs uononpoid jo ofes s,dnoig a1 103 9o1d Ay,

£orjod Surotag

dnoin
9y} Aq s[elIsjewW
Areryixne pue
MBI U S[BLISIBUI
Jaredar ‘sarpddns
pue juswdmba
uononpoid

jo Aiddng  (3)

uorjoesuel) jo ad4y,

_ 16—



As stated in the Board Letter, in any event, the Group will ensure that (i) the consideration
payable by the Group shall be no less favorable than the price that is available from
Independent Third Party suppliers for the same or comparable products and services; and (ii)
the consideration payable to the Group shall be no more favorable to the HG Group and/or
associates of HG and/or the Indonesian Entities than the price that is available to Independent
Third Party purchasers for the same or comparable products. Where it is impracticable to make
reference to the prices offered by Independent Third Party suppliers for comparable goods or
services, the Group will take into consideration (i) the terms of market transactions of a similar
size and nature recently entered into by the Group or Independent Third Parties, and the latest
market information of such Independent Third Party suppliers; and (ii) the cooperative
specifications, cost structure, profit margin, market condition and development strategy in
determining the prices pursuant to the 2025 Mutual Supply Framework Agreement to ensure
the terms of the agreements are in the interest of the Group.
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The historical annual caps for the years ended 31 December 2022 and 2023 were not fully

utilized primarily due to the following factors:

Additional time was required to obtain the necessary regulatory approvals for the
construction for the Obi projects, which resulted in lower demand for goods than
initially expected. In particular, phase III of the HPAL project was originally
expected to commence operation in December 2023, but did not enter into actual
operation until mid-2024 and did not reach the full designed production capacity
until the third quarter of 2024; phase II of the RKEF project was originally expected
to begin construction in January 2023, but only received the necessary regulatory
approvals in December 2023, with the first production line (accounting for
approximately 8.3% of the total designed production capacity) now expected to
enter into operation by early 2025 and the remaining production lines (accounting
for approximately 91.7% of the total designed production capacity) by 2027.

Driven by declining market prices, the actual prices for nickel ore, nickel products
and coal were considerably lower than initially expected. In particular, depending on
the percentage of nickel content, the unit prices for nickel ore were approximately
6%-10% and 19%-24% lower than initially expected for the years ended 31
December 2022 and 2023, respectively; depending on the type of nickel product, the
unit prices for nickel products were approximately 31%-72% and 31%-78% lower;
and the unit prices for coal were approximately 66% and 62% lower than expected
for the same years.
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2.11 Internal control measures

As stated in the Board Letter, to safeguard the interests of the Company and its

Shareholders as a whole, particularly the minority Shareholders, the Company has adopted

internal approval and monitoring procedures to ensure that terms under the continuing

connected transactions of the Existing Mutual Supply Framework Agreement and the 2025
Mutual Supply Framework Agreement are fair and reasonable or no less favorable than terms
available to or from Independent Third Parties and are carried out under normal commercial

terms:

(D

(2)

3)

4

(5)

(6)

each transaction to be conducted in respect of the Existing Mutual Supply
Framework Agreement and the 2025 Mutual Supply Framework Agreement shall
comply with the relevant policies of the Company;

the independent non-executive Directors will review the continuing connected
transactions under the Existing Mutual Supply Framework Agreement and the 2025
Mutual Supply Framework Agreement every year including the pricing policy
thereunder and confirm in the annual report whether the transactions have been
entered into in the ordinary and usual course of business, on normal commercial
terms or better, and the terms of the Existing Mutual Supply Framework Agreement
and the 2025 Mutual Supply Framework Agreement are fair and reasonable and in
the interests of the Shareholders as a whole;

the finance department of the Company will closely monitor the transaction updates
under the Existing Mutual Supply Framework Agreement and the 2025 Mutual
Supply Framework Agreement, including reviewing and assessing whether the
transactions in relation to the Existing Mutual Supply Framework Agreement and
the 2025 Mutual Supply Framework Agreement have been conducted in accordance
with the terms of the relevant agreements;

the Company’s auditors will report on the continuing connected transactions under
the Existing Mutual Supply Framework Agreement and the 2025 Mutual Supply
Framework Agreement every year and provide a letter to the Board, confirming,
among others, whether the pricing policies have been adhered to and whether the
relevant annual caps have been exceeded;

the Group has risk management and internal control system as well as an
independent accounting and financial management system and various departments
(such as finance department, audit department and risk management and legal
department) to predict, evaluate and control all kinds of risks in business operations;

when considering any renewal of or revisions to the Existing Mutual Supply
Framework Agreement and the 2025 Mutual Supply Framework Agreement, the
interested Directors and Shareholders (if applicable) would abstain from voting on
the resolutions to approve such transactions at board meetings or shareholders’
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general meetings (as the case may be), and the independent non-executive Directors
and the Independent Shareholders (as the case may be) would have the right to
consider whether the terms of the Existing Mutual Supply Framework Agreement
and the 2025 Mutual Supply Framework Agreement (including the proposed annual
caps) are fair and reasonable, and on normal commercial terms and in the interests
of the Company and Shareholders as a whole. If the independent non-executive
Directors’ approval or the Independent Shareholders’ approval (if applicable) cannot
be obtained, the Company will not continue the transactions under the Existing
Mutual Supply Framework Agreement and the 2025 Mutual Supply Framework
Agreement.

We discussed in detail with the Management about the internal control measures above,

in particular, paragraphs (3) and (5) of the internal control measures above, and understand that

the following practices and procedures will be adopted:

(1

(2)

(3)

)

prior to entering into each definitive agreement under the Existing Mutual Supply
Framework Agreement and the 2025 Mutual Supply Framework Agreement, the
relevant department of the Group is responsible for negotiation of the contractual
terms with reference to the pricing policies as discussed in section 2.8 above, and
the Group will only enter into definitive agreements with the counterparty only if (i)
the products/services to be offered to the Group would be on normal commercial
terms and no less favourable to the Group than that available from independent third
party suppliers; and (ii) the equipment/products to be offered by the Group would
be on normal commercial terms and no less favourable to the Group than that
available from independent third party purchasers;

the general manager of the Company is held responsible for the final approval of the
terms of each definitive agreement under the Existing Mutual Supply Framework
Agreement and the 2025 Mutual Supply Framework Agreement;

any deviation from the contractual terms in the definitive agreement identified by
the financial department, audit department and risk management and legal
department of the Company will be reported to the Management for further actions;
and

the Management will perform spot checks on implementation of the Existing Mutual
Supply Framework Agreement and the 2025 Mutual Supply Framework Agreement
to ensure compliance with the contractual terms as and when necessary.

We have also reviewed the Group’s internal control manual provided by the Management

and note that, among other things, the following guidelines are well written in the internal

control manual (“Manual™) for all employees’ reference and adherence:

(D

the Manual provides a list of prominent and common connected persons and
definition of connected persons for general reference;

1,



(2) the Manual provides a list of common transactions falling into “continuing
connected transactions” for general reference;

(3) the Manual requires that whenever a purchase, sale or service agreement is to be
entered into, and the counterparty is a connected person or suspected to be a
connected person, the employee should notify the department head, and the
department head should notify the securities department immediately. The
department head and the securities department will, among others, (i) check the
identity of the counterparty and conclude whether it is a connected person; (ii) see
if the existing framework agreement approved by the Shareholders could cover such
transaction;

(4) to ensure of necessity and fairness of transactions with connected persons, the
relevant business department has to (i) explain the necessity and reason of such
transactions to the securities department and the finance department; (ii) transaction
terms, in particular, the transaction price with connected persons should be no less
favorable than those offered by Independent Third Parties. The Manual suggests the
business department could obtain comparable pricing from tender or Independent
Third Parties;

(5) the Manual strictly prohibits improper transfer of interest to connected persons that
harms the interest of the Company or its minority Shareholders; and

inance department will prepare a quarterly report at the end of each quarter
6) f depart t will prep quarterly report at th d of h quart
presenting the utilization of annual caps for securities department’s reference.

We consider the aforementioned internal control measures in place are effective to ensure
that terms under the continuing connected transactions of the Existing Mutual Supply
Framework Agreement and the 2025 Mutual Supply Framework Agreement are fair and
reasonable or no less favorable than terms available to or from Independent Third Parties and
are carried out under normal commercial terms.

3. Information of the Group and the parties involved under the Connected Agreements
Please refer to the Board Letter.
4.  Conclusion
Having review and analyzed the revision the annual cap for the year ending 31 December
2024 under the Existing Mutual Supply Framework Agreement as stated in section 2.4 above,

we are of the view that the basis for determining the revised annual cap is fair and reasonable
so far as the Independent Shareholders are concerned.
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Having review and analyzed the Group’s pricing policies as stated in section 2.8 above,
we are of the view that the terms of the 2025 Mutual Supply Framework Agreement and the
transactions contemplated thereunder are on normal commercial terms and not prejudicial to
the interests of the Company and the Independent Shareholders and are fair and reasonable.

Having review and analyzed the transactions contemplated under the 2025 Mutual Supply
Framework Agreement as stated in section 2.10 above, we are of the view that the basis for
determining each of the annual caps is fair and reasonable so far as the Independent
Shareholders are concerned.

In respect of internal control effectiveness, based on our understanding illustrated in
section 2.11 above, we do not doubt the effectiveness of the implementation of the internal
control procedures as mentioned above.

OPINION AND RECOMMENDATION

Having considered the principal factors and reasons discussed above, we are of the view
that the Connected Agreements and the transactions contemplated thereunder (including the
proposed annual cap thereof) are in the ordinary and usual course of business, are on normal
commercial terms and are fair and reasonable and in the interests of the Company and the
Shareholders as a whole. Therefore, we would recommend (i) the Independent Board
Committee to advise the Independent Shareholders; and (ii) the Independent Shareholders, to
vote in favor of the ordinary resolution(s) to approve the Connected Agreements and the
transactions contemplated thereunder (including the proposed annual cap thereof) at the EGM.

Yours faithfully,
For and on behalf of
Grand Moore Capital Limited

Florence Ng
Associate Director

Note:
Ms. Florence Ng is a licensed person under the SFO to undertake type 6 regulated activity (advising on corporate

finance) and is a responsible officer in respect of Grand Moore Capital Limited’s type 6 regulated activity (advising
on corporate finance). Ms. Ng has over 10 years of experience in the corporate finance industry in Hong Kong.
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