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Dear Sirs and Madams.

INTRODUCTION

We refer to our appointment as the independent financial adviser to advise the Independent Board
Committee and Ihc Independent Shareholders in respect of the Alteration Consent Letters and thc
Iransaciions conicmplaicd Ihcrcunder (including the grant o1' the Specific Mandate), particulars o1
which are set out in the Letter from the Board (the "Letter from the Board") contained in the circular

of the Company to the Shareholders dated 13 December 2024 (the "Circular"). of which this letter
forms part. Terms used in this letter shall have 111e same meanings as those defined in the Circular unless
the context requires otherwise

Reference is made to the announcement of the Company dated 6 November 2024. On 6 November

2024 (after trading hours), the Company and the Existing Bondholders have entered into the Alteration
Consent Letters and conditionally agreed 10 amend the terms of the Existing Convertible Bonds
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As at the Latest Practicable Date. the Existing Bondholder B. a company incorporated in the
Bi'it ish Virgin Islands willI limited liability and principally engaoed in investment holding. is a
controlling Shareholder interested in an aggregate of 194,292,325 Shares. representing in aggregate

approximately 72.66% of the total number of issued Shares. The Existing Bondholder B is indirectly
wholly-owned by the Existing Bondholder A, who is interested in 4,810,125 Shales personally.

representing in aggregaie approximately 1.80% of the total number of issued Shares. Therefore. the
Exist ino Bondholder A and its associates includino the Existino Bondholder B are connected persons of

the Company, and the Alteration of Terms constitutes connected transactions of the Company and are
sub jeci 10 the reporting, announcement and Independent Sh arehol ders ' approval req uiremenis under
Chapter 14A of the Listino Rulcs

PUTSuani 10 Rule 28.05 o1' the Listing Rules, any alleraiion ill Ihe terms o1' convertible debt
securities after issue must be approved by the Stock EXchange, except where the alteration lakes effect
automatically under the existing terms of such convertible debt securities. Accordingly, the Company

will apply to the Stock EXchange for approval of the Alteration of Terms

The grant of the Specific Mandate for the allotment and Issue of the Conversion Shares is subject
10 approval by the Independent Shareholders at the SGM

Save that Mr. Lain Ka Chun (the son of Ihe Existing Bondholder A) is deemed to be interested in

the Alteration of Terms and the transactions contemplated thereunder (including the grant of the
Specific Mandatc), who had abstaincd from voting, none of the Directors had a material interest in thc

Alteration of Terms and was requircd to abstain from voting on the resolutions passcd by the Board to

approve Ihe Alteration of Terms and the Iransactions contemplated thereunder (including Ihe grani o1

the Specific Mandate).

In addition to the Alteration of Terms, the Company also proposed to implement the Capital
Reorganisation involving the Capital Reduction and the Share Sub-division as follows

(1) the issued share capital of the Company will be reduced by cancelling the paid-up capital to
the extent of HKS0.79 on each of the then issued Existing Ordinary Shares such that the par

value of each issued Existino Ordinary Share will be reduced from HKS0.810 HK$0.01 ; and

(ii) immediately following the Capital Reduction, each of thc authoriscd but unissucd Shares of
par value of HK$0.8 each (including the authorized but unissucd Shares arising from the
Capital Reduction) be sub-divided into eighty (80) New Shares o1 par value o1 HK$0.01
each

Upon the Capital Reorganisation becoming effective, the New Ordinary Shares will be identical in
all respects and rank pan passu with each other in relation to all future dividends and distributions
which are declared, made or paid in accordance with the Memorandum and the Bye-laws. Similarly, the

New Preference Shares will also be identical in all respects and will rank pari passu with each other
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INDEPENDENT BOARD COMMITTEE

The Independent B oard Coinmiiiee comprising all the in dependeni non-executive Directors,
namely Dr. Warig Wei, Mr. Wari B o and Ms. Kung Ying Tung. has been established 10 advise the
Independent Shareholders ill respect of the terms of the All eraiion Consent Letiers and the transaciions
contemplated thereunder (including the grant of the Specific Mandate) are fair and reasonable so far as
the Independent Shareholders as concerned. and in the interest of the Company and the Shareholders as
a whole, taking into account OUT recommendation

Wc, INCU Coi'POTate Finance Limited, have bccn appointed as thc In dependcnt Financial Adviser
to advise the In dependeni Board Coinmiiiee and Ihe Independent Shareholders in this regard

Except for being appointed as independent financial adviser by the Company in relation to
alteration to the terms of the Existing First Convertible Bonds and the Existing Second Convertible
Bonds, which the circular was issued to the Shareholders on 200ctober 2023, we have not acted as

independent financial adviser and has not provided any other services to the Company during The past
two years' As at the Latest Practicable Date, we were 1101 aware of any relationships or interests between
us and the Company or any other parties that could be reasonably be regarded as hindrance 10 our
independence as defined under Rule 13.84 of Listing Rules 10 act as the independent financial adviser to
the Independent Board Committee and the Independent Shareholders in respect of the Alteration of
Terms. We are not associated with the Company, its subsidiaries, its associates or their respective
substantial sharcholders or associates or any other panics to the Alteration of Terms, and accordingly,
are GIIgiblc to give independent advice and recommendations on the ICrms of Alteration Consent Letters
and the transactions contemplated Ihercunder (including the gi'ant o1 Ihe Specil'IC Mandate). Apart ITom
normal professional fees payable to us in connection with this appointment as the independent financial
adviser to the Independent Board Committee and the Independent Shareholders, no arrangement exists
whereby we will receive any fees froni the Company, its subsidiaries, its associates or their respective
substantial shareholders or associates or any other parties that could reasonably be regarded as relevant
10 our independence.

BASIS OF OCR OPINION

In formulating our opinion and recommendations, we have relied on the statements, information.
opinions and representations contained or rcfcrred to in the Circular and/or providcd 10 us by the
Company and the Inariagemeni of the Group. Wc havc assumcd that all statements, information,
opinions and representations contained or rel'CTi'ed to in Ihe Circular and/or provided 10 us were true.
accurate and complete at the time they were made and continued to be so as at the Latest Praciicable
Date. The Directors jointly and severally accept full responsibility for the accuracy of the information
contained in the Circular and confirm, having made all reasonable enquiries, that 10 the best of their
knowledge and belief, opinions expressed by them in the Circular have been arrived at after due and
careful consideration and there are no other material facts not coniained in the Circular, the omission of

which would make any such statement made by them that contained in the Circular rillsleading in all
material respects. We have Do reason to doubt the truth or accuracy of the informalion provided 10 us, or
10 believe that any material information has been omitted or withheld
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Our I'eview and analyses wei'e based upon. among others, (i) the information provided by 111e

Gi'oup including the Circular. the Alteration Consent Letters and certain published infoi'manon from the
public domain, including but 1101 limited to. the annual repoi'I of Ihe Company for the year ended 31

March 2024 (the "Annual Report 2024") and the interim I'esulIs announcement of the Company for the

six months ended 30 September 2024 ("Interim Results 2024"); and (ii) our discussion with the

Directors and the management of the Group with respect 10 the terms of and the reasons for entering
into of the Alteration Consent Letters. We have not, however, for the purpose of this exercise, conducted

any in-depth independent investigation into the businesses or affairs and future prospects of the Group

and the subscriber nor have we carried out any independent veTification of The inforiTiatioii supplied

PRINCIPAL FACTORS AND REASONS CONSIDERED

In formulating our opinions and recommendations in I'espect of the Alteration of Terms, we have

taken into consideration of the following principal factors and reasons

(1) Background of the Alteration of Terms

711e Allerati0,, o1 Terms

On 6 November 2024 (after trading 110urs), the Company and the Existing Bondholders have

agreed to amend the terms of the Existing Convei'lible Bonds as follows

(i) the Intcrcst Rates of Ihc Exist ino First Convertible Bonds and the Existing Sccond

ConveTiible Bonds be reduced ITom 192 to 0% per annum and 1116 interesl late o1'1he

Existing Third Convertible Bonds be reduced from 292 to 0% per annum;

(ii) the Conversion Price be changed from HK$0.384 per Conversion Shares 10 HK$0,100
per Conversion Shares;

(iii) the maturity dale of the Existing First Convertible Bonds and the Existing Second

Convertible Bonds be extended from 31 August 2025 10 31 December 2027 and the
maturity dale of the Exist intr Third Convertible Bonds be extended from 17 January
2025 10 31 December 2027; and

(iv) the Existing Third Convertible Bonds be redcemed at 9892 of principal amount at

in alurily

Save for the Alteration of Terms above, all other terms and conditions of the Existing
Convertible Bonds shall remain urichanoed and in full foi'ce and effect

(11) Background and financial performance of the Group

Backgro""d o11he Group

The Company was incorporated in Bermuda wiih Iimiied liability, the issued Shares of which
are listcd on thc Main Board of the Stock Exchanoc
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The Group is PI'inclpally engaged in (i) sales and services PIOvision of integration services of
coinpu IeT and coinmunic all on systems. and design. consultation and PIOduciion of information
system software and nianagement training services (the "Sales and Integration Services
Business"); and (ii) general trading of chemicals and agricultural products (the "General Trading
Business")

Fi,,""ci"I performance of the Group

Set out below is the financial information of the Group for each of the financial years ended

31 March 2023 and 31 March 2024 ("FY2023" and "FY2024", rcspcctively) as extracted from Ihc

Annual Report 2024 and 1'0r each o1' Ihe six months ended 30 September 2023 and 30 September
2024 ("HY2023" and "HY2024", respeciivcly) as extracted ITom the Interim R'Sulis 2024

Con501idated. financial penny, nailce o.1 !he Groi!p

Revenue

- Sales and Integration Services
B us iness

- General Trading Business

Total revenue

Loss for the year/period

Table I. Summon' off he consolidated financial perlo, 'Inniice of Ihe Group

FY2023

HK$ '000

(AMdr!ed)

FY2024

HK$'000

(AMdiied)

6,384

170,419

HY2023

HK$ '000

(Undudi!ed)

176,803

31,933

241,956

(51,762)

HY2024

HK$ '000

( UnQudried)

273,88'

32,136

120,248

(36,474)

152,384

21,210

21,915

(18,686)

43,125

(16,471)
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(1) FY2023 vs FY2024

As set out in Table I above. the revenue of the Group for FY2024 increased by approximately

HK$97.09 million or 54.9% 10 approximately HK$273.89 million. as compared with
approximately HK$176.80 million for FY2023. According to the Annual Report 2024. such
increase in revenue was Inainly due to (a) the substantial increase in revenue of The General
Trading Business of approximately HK$71.54 million, which Ihe demand tm' chemical trading
rebounded after the resuinpiion of normal operation and the release of the anti-pandemic measures
of CoVID-19 ill the PRC; and (h) the substantial increase ill revenue of the Sales and Integration

Scrvices Business of approximately HK$25.55 million as a result of the I'elease of thc
an 11-pandemic measures o1' CoVID-19 in the PRC causinu a SITong rebound o1' Ihe demand I'Tom
Ihe market

Due to the increase in revenue, the consolidated net loss of the Group for FY2024 decreased
by approximately HK$15.29 million or 29.5% to approximately HK$36.47 rillllion as compared
with approximately HK$51.76 million for FY2023

(ii) HY2023 vs HY2024

As set out in Table I above, the revenue of the Group for HY2024 decreased by

approximately HK$109.25 million or 71.7% to approximately HK$43.13 million, as compared
with approximately HK$152.38 million for HY2023. According to the Interim Results 2024, such
decrease in revenue was mainly due to the substantial dccrease in revenue of General Trading

Business as resuli o1' Ihe decrease in demand o1' chemical product caused by the decrease in
purchase orders from PRC customers

Despite the decrease in revenue, the consolidated net loss of the Group for HY2024
decreased by approximately HK$2.22 million or 11.9% to approximately HK$16.47 million as
compared with approximately HK$18.69 niillion for HY2023. Such decrease was mainly due to
the decrease in administrative expenses of approximately HK$3.27 million, which was mainly
resulted from the reduction in staff cost for HY2024, exceeding The decrease in gross profit of

approximately HK$0.29 million
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Conro/!doled. final!cia/ POW^!bii of the GJ'o1{/i

Non-current assets

Propcrty. plant and cqulpmcni

Deposits, prepaymenis and o1hei' receivables

Current assets

Trade receivables

Other receivables, prepayments and deposits
Bank balances and cash

Total assets

Current liabilities

Trade payables

Other payables and accruals
Lease liabilities

Convertible bonds

As at

31 March

2024

HK$ '000

(Audiied)

As at

30 September
2024

HK$ '000

fullawdiied)

Non-current liabilities

Other payables

Loans from ultimate holding company

Amount due 10 ultimate controlling party
Lease liabilities

Convertible bonds

4

59

63

1,279

30,599

127

Totalliabilities

59

Net current liabilities

32,005

60

Net liabilities

32,068

7,318

25,759

144

Tuble 2. Sumi, jar\ o1' the c oilso/iduied filler inclu/ POSii^^11 o1'1he Gin!!p

12,627

32,575

2,050

39,729

33,221

33,280

86,981

18,057

35,476

1,188

'99,547

3,915

13,679

18,863

98

148,820

254,268

185,375

3,915

13,450

18,951

272,356

(54,976)
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(1) Noii -CMi'i'e, 11 OS rel. c rind CHI'I'eiil us self

As set out in Table 2 above. the non-curreni assets and the current assets of the Group

remained stable between 31 March 2024 and 30 September 2024. However, we note that the Group
had only bank balances and cash of appi'oximately HK$0.14 nilllion as at 30 September 2024

in) Null-( MrJ'e!!I11hhilii^^s alld ciiritiit 11trbi/mar

As set out in table 2 above. the non-current liabilities of Group decreased from

approximatcly HKS 185.38 In illion as at 31 March 2024 to approximately HK$36.32 million as at

30 Septembei' 2024, representing a decrease o1' approximaiely HK$149.06 niillion or 80.47. while

Ihc curreni 11abiliiics o1' the Group increased nom approximately HK$86.98 million as at 31
March 2024 to approximately HK$254.27 million as at 30 September 2024, representing an
increase of approximately HK$167.29 million or 192.3%. The decrease in non-curient liabilities

of the Group and increase in current liabilities of the Group were mainly due 10 reclassification of
the convertible bonds froni non-current liabilities to current liabilities as Ihe Existing Convertible
Bonds will niature in 2025 as further discussed below

(11^j Debi POSi!^^,!

The Group had total debts of approximately HK$223.24 million and approximately
HK$233.14 million (including loans from 1111imate holding company, amount due 10 an ultimatc
controlling party, convertible bonds and lease liabilities) as at 31 March 2024 and 30 Scptembcr

2024 respeciively. All of Ihesc debts are interest bearing or carried an in Iciest Tale impllcii in Ihe
lease liabilities

We note that 85.69; of the total debts of the Group as at 30 September 2024 were the Existinc
Convertible Bonds. The Existing First Convertible Bonds were issued on 31 August 2020 with an

aggregate principal amount of HK$152,000,000. whicli are convertible at HK$0.384 per

Conversion Share to a maximum of 395,833,333 Shares. The coupon rate and Inaturity date of the

Existing First Convertible Bonds are I % per annum and 31 August 2025 respectively before the
Alteration of Terms. The Exist intr Second Convertible Bonds were issued on 30 November 2020

with an aggregate principal amount of HK$23,480,000, which are convertible at HK$0,384 per

Conversion Sharc to a maximum of 61,145,833 Shai'CS. Thc coupon Talc and maturity date of the

Existing Sccond Convei'lible Bonds arc I % PCr annuin and 31 August 2025 rcspectively before the

Alter aiion o1' Tel'ms. BoilT Ihe Existinu Fii'SI Converiible Bonds and Ihe Exisiing Second

Convei'lible Bonds will be redeemed at 98% of its principal amount at maturity. The Existing Third

Convertible Bonds were issued on 18 January 2022 with an aogregate principal amount of

HK$42,700,000, which are convertible at HK$0.384 per Conversion Share to a maximum of
111,197,916 Shares. The coupon rate and maturity dale of the Existino Third Convertible Bonds

are 2% per annum and 17 January 2025 respectively. The Existing Third Convertible Bonds will be
redeemed at 100% of its principal amount at maturiiy
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The audiiors of the Company nave Iaised the going concel'n issue of the Company ill the
Annual Report 2024 after consldenng Ihat the Group incurred a loss allribuiable to the ownei's o1
The Company of approximately HK$36.53 nilllioii for FY2024, and as at 31 Marcli 2024. Ihe
Group had net current liabilities and net 11abilities of approximately HK$54.98 million and
HK$240.29 In illion. respectively. As stated in !he Annual Report 2024, the Directors nave
prepared the consolidated financial statements in the Annual Report 2024 on a going concern basis
on the assumptions and measures Ihai Mr. Lain Ching Kui, Wai Chun Investment Fund and Wai
Chuii Holdings Group Limited will not demand the Company for repayment of the loan due to
them nor cancel the undrawn loan facilities until all other liabilities of the Gi'oup have been

satisficd, and will not demand foi^'cpaymcni within IWClvc months after Ihc datc of approval of
Ihe Annual Repori 2024. Furihcrmorc, Ihc Company will continue 10 negoiiaie wiih poleniial
invest o1's 10 raise lurids and implemcni measures aiming at improving Ihe working capital and cash
flows of the Group including closely nioniioriiig general administrative expenses and opei'ajing
costs

As at 30 September 2024, the Group has bank balances and cash of approximately
HK$144,000, which is insufficient to repay the Existing Convertible Bonds upon their maturity
dales. After considering (1) the net liabilities position of the Group as at 31 March 2024 and 30
September 2024; (ii) The going concern issued as raised by the auditors of the Company in the
Annual Report 2024; (ill) the maturity dates of the Existing Convertible Bonds: and (iv) the latest
bank balances and cash of the Group, we consider that the Alteration of Terms can prevent the
Company from default of repayment of the Existing Convcriiblc Bonds and providc more time for
thc Group to scek for and arrange thc resources 10 rcpay Ihc Existing Convertible Bonds

(111) Reasons for and benefits of the Alteration of Terms

As stated in the Letter from the Board, the Existing First Convertible Bonds in the aggregate

principal amount of HK$152,000.000 and the Existing Second Convertible Bonds in the aggregate
principal amount of HK$23,480,000 will mature on 31 August 2025 and Ihe Existing Third Convertible
Bonds in the aggregate principal amount of HK$42,700,000 will mature on 17 January 2025. With the
extension of the maturity dales of the Existing Convertible Bonds, the financial pressure on the
Company for redemption of the Existing Convertible Bonds at the maturity dates would be lessened as it
can provide more time for the Group 10 seek for and arrange the resources for repayment since there was
not sufficient cash and bank balances to repay Ihc Existing Convei'lible Bonds. The Group recordcd net
liabilities of approximately HK$257.3 million and HK$240.3 million as at 30 Scptembcr 2024 and 31
March 2024 respectively and loss alllibutable 10 owners o1 Ihe Company o1 approximaiely HK$168
million and HK$365 million for HY2024 and FY2024 respectively. The net current liabilities of the
Group also will be improved as the Existing Convertible Bonds will be reclassified from current
liabilities to non-current liabilities after the Alteration of Terms becomes effective. Furthermore, the

reduction of the Interest Rates would alleviaie the interest burden of the Company by PIOviding interest
savings of approximately HK$2.61 million per year (without taking into the account any lax adjustment)
and the total interest saving of approximately HK$7.93 nTillion (without taking into the account any tax
adjustment) if the Existing Convertible Bonds are extended 10 31 December 2027
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We have I'eviewed the Alteration Consent Letters and the Annual Report 2024. Based on OUT
analysis of the financial position of the 01'0up as discussed under the section Ileaded "(11) Background
and financial performance of the Group" above. we consider that the Group would not have sufficient
bank balances and cash 10 repay Ihe Exist ino First Convertible Bonds and the Existing Second

Convertible Bonds lipon their maturity on 31 August 2025 and the Exisiing Third Convertible Bonds

upon its niaiuriiy on 17 January 2025. By entering in 10 Ihe Alteration Consent Letters, the Group will
have more time to seek for and source the necessary funds for the repayment of Ihe Existintr Convertible
Bonds. Furthermore, by extending the maturity dates of the Existing Convertible Bonds to 31 December

2027. subject to the market condition and the 11ublic float requirement, in the event that the Existing
Convcrtiblc Bonds are convcrtcd, the gearing of the Group could be impi'ovcd without any cash outflow

IUT Ihe repaymeni o1' the Exisiing Convertible Bonds

We also note that the Alteration of Terms will reduce the Interest Rates to nil. The estimated

annual interest saving from the Alteration of Terms will be approximately HK$2.61 million per year and
the total interest saving will he approximately HK$7.93 million if The Existing Convertible Bonds are

extended 10 31 December 2027. (without taking into the account any lax adjustment). As a result, the

Alteration of Terms will reduce IIS Interest expenses

After considering the reasons for and benefits of the Alteration of Terms as discussed above, we

consider that entering into the Alteration Consent Letters to extend the Existing Convertible Bonds and

reduce the Interest Rates to nil would reduce the Group's financial burden and prevent the Group from

default of repayment upon thc maturity of the Existing Convcrtiblc Bonds

(1) Eq!!icy. fund raisiiig ociivi!ies of the Coinpany ill the past 12 In o111h.,

As slated in the Letter from the Board, the Company did not conduct any equity fund-raisino

activities in the past 12 months immediately preceding the Latest Practicable Date.

(it) 01her findnciiig alterridtives

We have discussed with the management of the Company in respect of the consideration of

other ways of fund-raising such as debt financing and other equity fund raising method to settle

the Existing Convertible Bonds. The followinu set out the summary of OUT discussion

(a) Debt financing

The Direciors have considered that (1) further debt financing niay not be available

given that the Group's net liabilities position; and (2) the Group had no suitable assets

available to be pledged as collateral; (3) the further debt financing niay further weaken the

cashflow and financial position of the Group as compared with the reduction in Interest
Rates to nil in the Alteration Consent Letters. Based on our analysis on the financial position

of the Group as discussed in the section headed "(11) Background and financial performance

of the Group" above. after considering that the Group's was at net liabilities position as at 31
March 2024 and 30 September 2024. we concur with the Directors' view that the debt

financing from financial institutions are of limited accessibility and 11ndesiTahle effects and
such funding method is not in Ihc inter CSts of Ihc Company and the Shareholdcrs as a wholc
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(b) Placing of new Shares

The Directors have considered that Given the Group's net liabilities position and the

number of Conversion Shares o1' the Existing Convertible Bonds. the PIacino agent niay face

difficulties and lake lime to seek for potential in Yesior(s) and the potential investor(s) may
require a substantial placing discount 10 the trading price of the Shares, and such discount

may be more than 20%. 10 fulfill the capital requirement for the Exist ino Convertible Bonds

The Directors also consider it is higher cost 10 arranoe a PIacino of new Shares, as the

placing agent would charge commission with reference 10 certain percentages of the amount

of thc fund raising. as compared with no additional cost from thc Altcration of Terms, and

Ihe placing o1' new Shares will cause an immediate diluiion 10 Ihe shaleholding of existinu

Shareholders. Therel'ore, Taiher Ihaii conducting placing o1' new shares 10 repay the Exisiing

Convertible Bonds, we agree willI the Directors' view that entering into the Alteration

Consent Letters is in the interests of the Company and the Shareholders as a whole

(c) Rights issue or open offer

With regard 10 the viability of a riohts issue or an open offer, the Directors have
considered that given Ihat the Group's net liabilities position, fund raising from a rights issue

or an open offer may not be desirable. Furthermore. a rights issue or open offer will require

(1) more documentation is typically required for the Tights issue o1' an open offer; (ii) it

gencrally takes longer lime to arrange rights issue or opcn offer than the Alteration of Terms;

and (ill) it is in orc costly to arrange a rights issue or opcn offCT than Ihc Altcration of Terms

as it is expected that Ihe Company would incur higher cost 10 arrange a righis issue or an

open offer as niore professional pariies would need to be engaged in an open offer or a Tights

Given the net liabilities position of the Group as discussed in the section headed "(11) Background
and financial performance of the Group" above in this letter, we consider that it is difficult for the

Company to obtain external financing to settle The Existing Convertible Bonds which niay be relatively

costly and time-consuming, particularly with the imminent maturity of the Existing Third Converiible
Bonds within two months from the Latest Practicable Date. Furthermore, the Alteration of Terms will

provide more lime for the Group to seek for financial resources and to conduct suitable fund raisino

whcn Ihc Group's financial performancc and market condition improvcs in the future. Thercforc, wc

concur with the Directors' view that thc Allcraiion of Terms is more preferable than the above financino
alter nailves

Issue

(IV) Major terms of the Alteration Consent Letters

On 6 November 2024 (after trading hours). the Company and the Existing Bondholders have

entered in 10 the Alteration Consent Letters and conditionally agreed to amend the terms of the Existing
Convertible Bonds as follows

(1) the Interest Rates of the Existing First Convertible Bonds and the Existing Second

Convertible Bonds he reduced from l % 10 0% peT allnum and the interest Tale of the Existing

Third Convcrtihlc Bonds he reduccd from 2% 10 0% per annum;



(ii) the Conversion Price be changed froin HK$0.384 per Convei'sioii Shares 10 HK$0.100 per
Conversion Shares:

(Iii) the maiuTity date of the Existing First Convertible Bonds and Ihe Existing Second
Convertible Bonds be extended from 31 August 2025 to 31 December 2027 and the Inaiuriiy
date of the Existing Third Convertible Bonds be extended from 17 January 2025 10 31
December 2027 ; and

(iv) The Existing Third Convertible Bonds be redeemed at 98% of principal amount at InatuTiiy

Apart nom the Alteration o1' Terms above, all o1her terms and conditions o1' the Existing
Conveiiible Bonds shall remain urichan oed and ill lulll'orce and el'I'eci

For details of the salient terms of the Existing Convertible Bonds after Alteration of Terms, please
refer 10 the section headed "PROPOSED ALTERATION To THE TERMS OF THE EXISTING

CONVERTIBLE BONDS" in the Letter fronT the Board. The financial effect of the Alteration of the

Terms will be further discussed under the section headed "(Vll) Financial effects as a result of the
Alteration of Terms" below in this letter

The Alteration of Terms are conditional upon the following conditions:

(a) the Stock EXchange granting its approval for Ihc Alteration of Terms;

(b) the passing by the Shareholders or the Independent Shareholders (as the case may be) o1

relevant resolutions at the SGM approving the Share Reorganisation, the Alteration of Terms
and the transactions contemplated thereunder (including the grant of the Specific Mandate) ;

(c) the Capital Reorganisation naving become effective; and

(d) the Listing Committee of the Stock EXchange having granted the listing of, and permission to

deal in, the Conversion Shares to be issued upon exercise of the Conversion Rights

None of the above conditions can be waived. If any of the conditions above are not fulfilled by the

Long Stop Date, thc parties 10 the Altcration Conscnt Letters will not procccd with the Alteration of
Tcrms

As at the Latest Practicable Date. none of the conditions have been fulfilled

The Conversion Shares to be allotted and issued by the Company upon the exercise of the
Conversion Rights will be issued under the Specific Mandate to be sought at the SGM

-12-



(V) Our assessiiient on the Alteration of Terms and the Conversion Price

In assessing the fairness and reasonableness of the Alteration of Terms and the Conversion Price,

we have primarily taken into account (i) the financial position of the Group. which has been discussed

in Ihe section headed "(11) Background and financial performance of the Group" above in this letter; (11)

the historical Share price performance; and (iii) the niarket coinparables in respect of recent issuance of
convertible bonds/noies

(t) Historical Share price performance

We have reviewed Ihc chart illusirates Ihe historical daily closing price o1' Ihe Shares as

quoted on Ihe Stock EXchange during Ihe period commencing I'Tom I November 2023 (being the
approximately one year prior to the dale of Alteration Consent Letters) up 10 and including the

Latest Practicable Date (the "Review Period"). We consider That the Review Period is adequate as

it represents a reasonable period 10 reflect a general overview of the recent price niovemeni of the
Shares. The following chart sets out the daily closing prices of the Shares on the Stock EXchange

during the Review Period
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As stated in the Letter from the Boai'd, the Conversion Price was determined after aim ' s

Iengtli negotiations between the Company and the Bondholders willI reference to (1) the prevailing

market price of the Shares; (ii) the prevailing market conditions and weak market sentiment of the

capital market in Hong Kong; (ill) the I'inaricial position of the Group, in particular, the loss for Ihe

year ended 31 March 2024 allribuiable 10 owners o1' the Company of appi'oximaiely HK$365
million. (iv) the high gearing of the Group as at 30 September 2024 of approximately HK$223. I
million; and (v) the reasons for and benefits of the Alteration of Terms. The Conversion Price

represents

(1) a discount of approximaicly 15.25% to the closing price of HK$0.118 per Share as
quoied on Ihe SIock EXchange as at the Laiesi Practicable Dale;

(ii) a discount of approximately 27.54% to the closing price of HKS0.138 per Share as

quoted on the Stock Exchanoe on 6 November 2024, being the dale of the Alteration
Consent Letters;

(111) a discount of approximately 26.47% to the average closing price of HK$0.136 per

Share as quoted on the Stock EXchange for the last five consecutive trading days

immediately prior to the date of the Alteration Consent Letters;

(iv) a discount of approximately 14.8% overthe average daily closing price of HK$0.117
PCr Share as quotcd on thc Stock EXchange for the 90 consecutivc trading days

immediately prior to thc daic of the Alteration Consent Letters; and

(v) a theoretical dilution effect (as defined under Rule 7.27B of the Listing Rules) of

approximately 24.6%, represented by the theoretical diluted price (as defined under

Rule 7.27B of the Listing Rules) of approximately HK$0.104 per Share, 10 the
benchmarked price of HK$0.138 per Share (as defined under Rule 7.27B of the Listing
Rules, Taking into account the higher of (i) the closing price of HKS0.138 per Share on

the dale of the Alteration Consent Letters and (ii) the average closing price of

HK$0.136 per Share as quoted on Ihe SIock EXchange for the five consecutive trading
days immediately preceding the date of the Alteration Consent Letters)

As noted in thc abovc chart I, during the Review Period, the daily closing prices of Ihc
Sharcs ranged from the lowest of HK$0.080 per Shai'e on 27 Scpiembcr 2024, to the highest of
HK$0.260 per Share on 70ciobcr 2024 with an average closing price o1 HK$0,147 per Share. We

note that the closing price of the Shares was in a decreasing trend and reached the lowest of
HK$0.080 per Share on 27 September 2024 before the fluctuation of the closing price of the
Shares in October 2024. As advised by the Directors, they are not aware of any specific reasons for

The aforesaid closing price fluctuation of the Shares during October 2024. Although there was a

temporary increase in the closing price of the Shares up to HK$0.260 per Share on 70ciober

2024, the closing PI'ice of the Shares was decreasing in general during the Review Period from

HK$0,160 per Share on I November 2023 to HK$0.118 per Share as at the Latest Practicable Dale

The Conversion Price of HK$0.100 per Share is within the range ot' the closing price of the Share

but is below the average closing PI'ice of the Shares during the Review Period. As at the Latest

Praciicablc Daic, Ihc Conversion PI'ice reprcscnis a discount of approximately 15.250;, to the

closing pricc of thc Sharcs.

-14-



Based on the decreasing trend of the closing PI'ice of the Shales during the Re\. iew Period
and the financial position of the Group. we considei' 111at (1) it would be difficult to delei'mine the

outcome and the PI'Icing of alternative equity financing methods, such as placing. rights issue or
open offer; and (ii) a similar or 111gher discount to the closing price. as compared with that of the
Conversion Price, niay be required to allraci potential investors or existing Shareholders 10

subscribe for the Shares. Therefore, coinparino with o1her equity financing methods, which would

cause higli uncertainty to the Group's ability to meet the repayment obligations associated with Ihe

Existing Convertible Bonds, the Alteration of Terms is preferred

(ii) Tile Jinnrket coinip"rabies in respect o1 rece,, I iss"rulee o1 convertible bo, Ids/,, o1es

To assess the fairness and reasonableness o1' the key lei'ms o1' Ihe Alleraiioii Conseni Leiicrs.

we have attempted to conduct the researcli on the website of the Stock EXchange in respect of

issue, placing and subscription of convertible bonds/notes exercises (excluding A-share

convertible bonds) with the following criteria: (i) the issuers are listed on the Stock EXchange, of

which the shares were not in prolonged suspension at the date of the announcemeni; (ii) the issuers
announced to issue or appoint a placing agent 10 place the convertible bonds/notes with principal
amount from HK$20 million to HK$400 million to raise funds during the last three-month

immediately preceding the dale of the Alter aiion Consent Letters, excluding those for the

acquisition transactions, corporate restructuring and takeover of the listed company ; (11i) the

duration of the convertible bonds/noies is not perpetual; and (iv) the ploposed issue of the

convcrtiblc bonds/notcs has not been terminalcd or lapsed as at the Latest Practicable Datc. We

have cxcludcd perpetual convcrtible bonds/notcs in our analysis as they arc considered not

coinparable 10 Ihe All eratioii o1' Terms in terms o1' the credit risk and interest rate risk incurred

from the maturity of the convertible bonds/notes. Based on the above criteria. we identified an
exhaustive list of four transactions, which one of the transactions is excluded as outlier

Accordingly, we have extended our research to the period of 18-montli immediately preceding the

dale of the Alteration Consent Letters (The "Coinparable Period"). Based on these criteria and the

public information available on the Stock EXchange's website, 10 the best of our endeavours, we
have identified an exhaustive list of a total of 33 convertible securities (the "Coinparable

Transactions"). We consider that the Coinparable Period is fair and representative (i) to reflect the

market conditions and sentiments in 111e Hong Kong stock Inarkei; (ii) to provide a general

reference ot' the recent convertible securities tran sactions being conducted under similar markei

conditions; and (iii) to generate a sufficient and meaningful numbci' of samples of 33

representative Coinparable Transactions for' the purpose of our analysis. Set out below is the

Coinpai'able Transactions analysis



StockDate of

announcement code

4 Novenibei 1640

2024

Percentage
of

conversion

Principal shares
amount to total Connected

!HK; issued transaction

inIillionj shares oresNoj

Name of

company

29 Serve ther firs
1024

26 Servelribcr 1586
2024

Ruicheng (China)

Media Group
Urni!ed

Vimle Crony
Limited

China Leon

Iris!eciion
Holdin"

Limiied

China BaOli

Technologies

Holdings
Limited

fuel Waier

Resources Lid

VONe Group
Limiied

$1,011nk

Worldwide

Holdin, s

11miied

F1aie Holdings

11miied

HDnv Media

Group
normeilv

known as

'Hua)I Tenceiii
Enicriainmcni

Company
Limiied"j

14 August
2024

3,000 20.60% No

hemiunil

Idiscouni) of
conversion

price

oven!10 I the

Premiuml average

(discountj of closing price
for the lastcon\ersion

fiveprice

ovenltojihe consecutive

closing price trading days

on the immediately

respecti\e preceding
date of the date of

relevant the relevant

agreement agreement

Net assets

position as at
dale of the

announcement

lyeslNo)

164

78.00

22 May 2024 1115

14 May 2004 1718

10 hymn!41n

10 01

1769 No

3:0% No

Yes

Duration Ilears)

119.00 1190% No

Yes

10

16 April !02476

Interest rate

per annum

Yes

90 01

7 March 20:4419

1.0

1,000

655% No

5.1

5009

No

2,000 1,911 Yes

177% No

ISM

NII

50

Yes

500%

ill0 1,197 No

070%

598%

Yes

120 00

0.1

000%

Yes

16.49q

4.00%

; 717 No

21

0007

20:54;%

INo!e 11

11

Yes

10.00%

1,807.447

ith!ell

Yes

1.00%

60

909%

Nil

20

1500q

2391

000%

1400q

Nil

10/01

10.00%

50.00%

040%

5789%

000%



Date of Stock

announcement code

6 March 2024 115

Percentage
of

conversion

Principal shares
amount 10 total Connected

IHK; issued transaction

million I shareslyegNo j

Name of

company

11 February 82 I
1024

Grand Field

Group Holdings
Llmiled

Value

Convoycnce
Holdin, s

Limiied

Chang'ou

Alliance thong
Limi!ed

Wisdom Wealth

Resources

Invest ment

Holding Group
L!mired

Nailonal United

Resources

Holdings
Limtled

China Kingsione

Mining
Hulln"s

Limiied

Global New

Material

InIernaiioiial

Holdings
Limited

261anuary
1024

1,191 32,007 Yes

231anuary
2024

Premiuml

Idiscount) of

conversion

price

overtto I the

Premiuml ayeraue

jdiscnunt) of closing price
fur the lastconversion

tiltprice

consecutiveoveniiojihe

closing price trading days

on the jinniediaiely

respectiIt prec"ding
dale of the dale of

rele\, ant the reinant

agreement agreement

1019

Net assets

position as at
date of the

announcement

oreslNoj

84.00 28.30% No

16 \n\. enter 254

2023

12600 16.57% Yes

Yes

Durationlyearsj

^ \0\. ember 1:30

20:3

1900 1234% No

Yes

1.0

In Ieresl rate

per annum

5 \0\ember 6616

!013

10

No

8050 I; 989- Nn

6.00%

Yes

1.0

570%

2,000 6; 92% No

Nil

In

1107

169%

Yes

^0011

3,000

1217

6587 No

142.00%

ithi, 11

2.0

5.88%

Yes

1,810%

ith!, 11

11740%

1.0

Yes

6009

5,207

20

3372%

2.01%

2,917

(1280)%

-17-

9.00%

(1074)%

9948% 100127



Date of Stock

announcement code

160ciobei

2023

Percentage
of

conversion

Principal shares
amount to total Connected

(HK; issued transaction

million) shareslyeslNo)

Name of

company

959

12 Servemm 1716
2023

Century
Enter!a!nineni

international

Holdin. s

11miied

China Parching
Neiwork

Holdin, s

Limiied

Kiu Hung
Internaiional

Holdings
Limited

Television

Broadcasts

Limiied

29 Angusi
202;

3200 9747% Yes

Premiuml

!discountj of

conversion

price

oven!to I the

Premiuml average

Idiscount I of closing price
conversion for the last

fileprice

consecutiveoven(to I the

closing price trading day's

on the immediately

respecti\e preceding
dale of the dale of

relevant the relevant

agreenlenl agreenient

Net assets

position as at
dale of the

announcemenl

oreslNoj

181

16 Angust
2021

1829 129.47% No

511

No

Duration Ilearsj

4:01155 coq No

10

Interest rate

per annum

Y:s

156 00 ^. Uuq No

15

Yes

NII 1127%

5.0

Yes

low

8.47%

50

U 00%

4.00%

2157

12.74%

1.50%

1158%

1123% 1007



StockDate of

announcement code

us Iuly 20n 1:8

Percentage
of

conversion

Principal shares
amount to total Connected

IHK; issued transaction

millionj shares oreslNo)

Name of

company

271uly 1023 ;99

CCT Foilis

Holdings
Limited

Innovaiive

Pmmaccuiical

Biolech

Limiied

Carnalna Group

Holdings

Company
Limiied

IDreamSky

Technology
Holdin. s

Limiied

TaYang Group
Holdings

Limited

Great World

Company

Holdings
Liniited

Unity Group
Holdings

In leinaiional

Limiied

China Asia Valle\

Gion I Limited

251uly 2023 116

57.90 1870% No

Premiuml

Idiscouni) of
conversion

price

ovenitoj the

Premiuml average

idiscouni) of closing price
conversion for the last

tiltprice

consecutiveoverrunj the

closing price trading days

on the jinniediaiely

resp"cti\e prec"ding
dale of the date of

releIant the relevant

agreement agreement

Net assets

position as at
date of the

announcement

oreslNoj

111uly 2123

5550 1796% Yes

1119

11uly 2023

75.41

Yes

231une 2023 8001

1991

Durationlyears)

^ 00q No

Yes

10

386 01

Interest rate

per anmum

91une 2021 1539

7.50% No

10.0

Yes

4000 1191q Nn

4.50%

6 iune 2021 "

10

Yes

119:

100%

NII

967% No

~

50

0.00%

4897

Yes

117 14th7- No

fin%

4667

Yes

10

5190%

1,3612510% N,

500%

10

5345%

Yes

770%

1100q

20

2207

Yes

180%

NII 2,300%

Ith!e 11

5.0

0.00%

; 001

17550%

IN, !e 11

11,501%

1.60%

ingOi%

(1130)% Nani%



StockDale of

announcement code

11 May 1023 989

Percentage
of

conversion

Principal shares
amount to total Connected

iHK; issued transaction

million! shareslyes11!o1

Name of

company

29 May 1021 1188

Hua Yin

In leinat!on al

Holdin. s

Limited

Hybrid Kineiic

Group Limiied
China Antiu

Energy $101age

Ginu! Limited
Alla TechFin

Corporal10n
11miied

LVGEM (China)

Real Esiate

Invest ment

Company
L!miled

22th\, 2021 2199

16 May 20:1 279

Premiumil

!discount) of
conversion

price

ovalilo I the

Premiuml average

his count) of closing price
conversion for the last

fileprice

consecutiveowl(to I the

closing price trading days

on the immediately

respecti\e preceding
date of the date of

Tele\ant lite relevant

agreement agreement

150

Net assets

position as at
date of the

announcement

oreslNoj

468% No

11 May 2021 95

100

2621

491% No

Yes

179% No

Duration nears)

40

re

No

155% No

Interest rate

per annum

156

Yes

1:4% No

20

600%

Yes

20

114%

Yes

20

5.00%

000%

800%

24480%

INniel)

26.92%

2.0

8 Uuq

Maximum:

Minimum:

Averagc:

2,307

IN, Ie 11

2741%

MSW

6 coq

11.00

1.3

2.9

2:007

2346q 11.21%

10.00%

NII

JEW

11740%

01/01%
1629%

- 20 -

10,321

(1150)%

14n1



StockDate of

announcement code

6 \UVember 1011

2024

Name of

company

Percentage
of

Principal shares
amount to 101al Connected

(HK; issued transaction

million I shareslyesNo I

conversion

The Company

N(iie

21^ tI ^1696% Yes

I

Net assets

position as at
date of the

announcement

oreslNoj

As life pie"1111n, o1 ihe , oilier.,!o11 PI'IC e of C/lint, BaO!I Tech, 10/08ies Holdi, 18$ L,, 1111ed. C/lullsyn!, Alli",!, e Gi'"Ifp L!,, lifed.
H} byId Killer IC Giniip Lii, lire(1,111d Gren! Woi !of Collip, !11\ Htildi, 183 '11/11e, ! ", e exiie, liely highe, ' !h"11 the nine,
Co,"pal db/e Tru,,, nci, o113. I, e nave ,Milld"d Chill, I Buoli' rec fillologies Holdings Lii, lifed. Chunky0!4 All^till, e Gruffp
Li'mired. Hyb, id Kine, IC Giniip Li,, lire(/ ,111d Gieti! World Coinpd, I\ HoldingJ Li!, lired 11,111 o111' UNtilysi, qf !he colli, '15/01i
pH, 'e "., o111/1er,

keniiuml

jdisruunlj of

price

ovenito I the

Premiuml average

Idiscnuni) of clnsing price
ion for the last

fileprice

over11/01 the consecutive

closing price trading days
on the immediately'

respective preceding
dale of the dale o1

releIant the relevant

agreement agreement

conversion

No

As shown in the table above. the premium/discount of the conversion price of The
Coinparablc Transactions (after excluding the outliers) ovei'/to thc closing pricc on the respcctivc
dale o1' Televani agreemeni ranged IYOm a discouni o1' approximaicly 33.30% 10 a premium o1
117.40%. with an average o1' premiuni o1 approximately 16.299; . The premium/discount o1' Ihe
conversion price of the Coinparable Transactions (after excluding the outliers) over/to the average
closing price for the last five consecutive trading days immediately preceding the respective dale
of relevant agreement ranged from a discount of approximately 31.509; 10 a premium of 100.32%,
with an average of premium of approximately 14.32%. The discount of the Conversion Price is
within the range of the Coinparable Transactions

conversion

Duration liearsj

To he anended 10

11 December

2127

141,101imaiel)

! yea!\ from
lie Laiesi

PiactI'Me

Daiei

Interest rale

per an rimm

To be

reduced

10 nil

127,541% (1647)%

-21-



We note Thai ihe dui'ajion of the Coinpai'able Transactions langed from 0.3 yeai' to 10 years

willI an average duration of 2.9 years, whicli the proposed extension of Ihe Existing Convertible
Bonds kinder the Alteration Consent Letters is within Ihe range and less than Ihe averaoe

We also note that Ihe interest rates of the Coinparable Transaciions ranged from nil 10

10.009; per annum. willI an average of approximately 4.83% per annum, whicli the proposed nil
Interest Rate of the Existing Convei'lible Bonds under the Alteration Consent Letters is within the

range and less than the average. Four out of 33 companies involved in the Coinparable

Transactions were in net liabilities POSllion o11 tile respective dale of relevant agreement, except

onc of the Coinparablc Transactions willI nil in ICrcst ratc, three of thc Coinparablc Ti'an sactions

had the interest Talc ranged IToin 4.00% 10 8.00% per annum. Considering that Ihe Company is in

net liabilities POSiiion and proposed Interest Raies will be reduced 10 nil under Ihe Alteration
Consent Letters and are less than the average of the Coinparable Transactions. 111e Interest Rates

after Ihe Alteration of Terms are more favourable than the Coinparable Transactions, particularly
for those Coinparable Transactions with net liabilities position.

From our review of the closing price of the Shares during the Review Period and the analysis

of Coinparable Transactions as discussed above, the Conversion Price represents a discount of

32.0% to the average closing price of the Shares during the Review Period and the discount of 111e

Conversion Price is below the average of the Coinparable Transactions. The discount of the

Conversion Price might he less favourable solely based on the above result. however, after

cal'efully considci'ing that (i) the Group was at net liabilities position as at 31 March 2024 and 30

September 2024; (ii) thc Group would 1101 have sufficient cash and financial resourccs to repay thc

Exisiing Convertible Bonds LIPon Iheir maiuriiy dales. in particular Ihe Existing Third Convertible

Bonds will mature within two months from the Latesi Practicable Dale, and may encounter default

of repayment of the Existing Convertible Bonds if the Existing Convertible Bonds are not

extended; (iii) the Group has difficulty 10 obtain external financing 10 settle the Existing

Convertible Bonds and, even if such financing is available, a similar or higher discount to the

closing price may be required and the outcome is uncertain; (iv) the Existing Convertible Bonds

would be extended 10 31 December 2027 which could provide extra time for the Group to raise

funds and strengthen its financial position; (v) the Interest Rates would be reduced to nil after the
Alteration of Terms, which are more favourable than Ihe Coinparable Transactions, including those

offered by the companies in net liabilities position; (vi) the Conversion Price is within the range of

Ihc Coinparable Ti'an sactions: and (vii) thc conversion of Ihc Existing Convcrtiblc Bonds is subject

to the public float requiremcni. which will be further discusscd in Ihc scction hcadcd "(Vl)

Shareholding SII'ucture and the possible diluiion el'I'cci of Ihe Existing Convertible Bonds" below

in this letter, we consider that the potential advantages of the Alteration of Terms outweigh the

costs associated with offering the abovementioned discount of the Conversion Price. Accordingly,

we are of the view that the Alteration of Terms as a whole is acceptable and reasonable



Shareholdei's should noie that the financial position. business. opei'ajions. and prospects of

listed companies of the Coinparable Transactions may not be identical to those of the Group and

we have not conducted any in-depth investigation into the respective businesses and operations of'
the companies of each Coinparable Transactions. In particulai'. as discussed above. the Group

would not nave sufficient casli and financial resources to settle the Existing Convertible Bonds. In
the event 111e Alteration of Terms does not take place, the ability of the Company 10 repay The

Existing Convertible Bonds and to continue as a going concern will remain uncertain upon their

maturities. Therefore, we consider that the Coinparahle Transactions provide the Independent

Shareholders a general reference as to the common markei piaciice in respect of the terms of

convcrtiblc bonds/notes issucd by coinpanics listcd in Hong Kong as coinparcd with the Alteration

o1' Terms. h would noi be appropriate to conclude the All eraiion o1' Terms solely based on the

resuli o1' Coin parable Transactions analysis. Therelbre, we advise Ihe Independent Shareholders

taking a holistic approacli to consider various factors as discussed ill this letter to justify the
fairness and I'easonableness of the Alteration of Terms

(Vl) Shareholding structure and the possible dilution effect of the Existing Convertible Bonds

The below lable sets out the shareholding structure of the Company (i) as at the Latest Practicable

Dale; and (ii) immediately after the full conversion of all Existing Convertible Bonds at the Conversion

Price (assuming there being no other issue or repurchase of Shares)

Name of Shareholder

Existing Bondholder B ith!e I)

Existing Bondholder A ithie 2)

Other Public Sharcholdcrs (Note 41

To Iai

(i) As at the Latest

Practicable Date

N"in bel' of Appi'OAi'!rin!e
Shores %

Noies

(1) The Existing Bondholder B. Ka Chun, a company owned as 10 100% by Wai Chun Invesimen ! Fund. which is

(2)

194,292,325

4,810,125

wholly-owned by Ihe Existing Bondholder A. Mr. Lain Ching Kui. and holds 194,292,325 Shares

The Existing Bondholder A is the uliimaie controlling shareholder of the Company and dii'ecily holds 4810/25
Shares

Certain percentage figures Included in the above tables have been subject 10 roundin, adJ usimenis. Accordingly
jigures shown as 101als may noi be an arithmeiic aggregaiion o1'1he jigures preceding Ihem

Pu rsu ani 10 the terms and Luridiiions o1'1he Exis tIng Convcriiblc Bonds. Ihc bondholdcrs shall not cxcrcisc Ihc
Convcrsion Rights il'. as a rcsuli or such cxcrcisc. it will can usc Ihc public 110ai o1' Ihc Company 10 jail bclow Ihc
perccniage prescribed under Ihc Lisiing R ulcs

(3)

(ii) Immediately after full

exercise of all the Existing
Convertible Bonds

NMIbe!' pf ,APIii'0. \!111uie
Shore, %

199,102,450

(4)

68,287,081

72.66

1.80

267,389,531

621,292,325

1,759,610,125

74.46

2554

2,380,902.450

100.00

68,287,081

25.37

71.84

2,449,189.531

97.21

2.79
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As slated in the Letter from the Board. assuining all the outstanding Existlrig Con\'eriible Bonds
are fLilly converted at the Conversion PI'ice. a maximuni of 2,181,800,000 Conversion Shares will be
allotted and issued upon exercise of the Conversion Rights in full, whicli represents

(1) approximately 816.96% of the issued share capital of The Company as at the Laiest
Practicable Date; and

(Ii) approximately 89.08% of the issued share capital of the Company as 10 he enlarged by the

issue of the 2,181,800,000 Conversion Shares (assuming there being no other issue or

ICpurchasc of Shares)

For indicaiive purposes only, before the Alteration o1' Terms, a maximum o1'568,177,082

Conversion Shares can be converted under the original conversion price of the Existing Convertible
Bonds. Assuming there is no change in the number of issued Shares from the Latest Practicable Date up

to the date when the conversion rights attaching to Existing Convertible Bonds are exercised in full with

the original conversion price, the existing shareholding of the Independent Shareholders will be diluted
from approximately 25.549; before full conversion of the Existing Convertible Bonds 10 approximately
8.17% immediately after full conversion of the Existing Convertible Bonds. After the Alteration of
Terms, a maximum of 2,181,800,000 Conversion Shares can be converted under the Conversion Price

Assumino there is no change in the number of issued Shares from the Latest Practicable Date up 10 the
date when the conversion Tights attaching 10 Existing Convertible Bonds are exercised in full with the
Conversion Price, the existing shareholding of the Indcpcndent Shareholders will be diluted from
approximately 25.54% before full conversion of the Exist Ina Convertible Bonds 10 approximately
2.79% immediately alter full conversion o1' the Existinu Convertible Bonds. Based on Ihe above
illustration, the increase in dilution effect to the existing shareholding of the Independent Shareholders

from Alteration of Terms would be approximately 5,387

According 10 the terms of the Existing Convertible Bonds and after Alteration of Terms, a

bondholder shall have the right 10 convert the Existing Convertible Bonds into Shares provided that the

public float of the Shares shall not be less Than 25 % (or any given percentage as required by the Listing
Rules) of the issued Shares at any one time in compliance with Listing Rules. According 10 The terms of
the Exist ino Convertible Bonds, any conversion shall also be subject 10 no mandatory general offer
being triggered under Rule 26 of The Takeovers Code on the bondholder; and not resulting in Mr. Lain

Ching Kui and any pailics acting in conccri with him ccasing 10 be the controlling shaleholder of thc
Company within Ihc incaning of thc Listing Rules

We have discussed with the Company and the Company has confirmed that the Existing
Bondholders may not be able to convert the Existing Convertible Bonds in full in view of the restriction
on conversion if the Company encounters insufficient public float. For indicative purposes only, due to
the public float requirement under the Listing Rules, either the Existing Bondholder A or the Existing
Bondholder B may convert up 10 approximately 5,758,793 Con\ersion Shares (equivalent 10 the
principal amount of the Existing Convertible Bonds of approximately HK$0.58 nilllion) as at the Laiesi
Practicable Date. Therefore, the dilution to the shareholding of The Independent Shareholders is limited

assuming the Existing Convertible Bonds are converted as at the Latest Practicable Dale. However, it
also limits the availability of conversion of the Exist ino Convertible Bonds to reduce the I'GPayment

amount upon thcir maturity dales
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111 view of (1) 111e I'easons for and benefits of entei'ing into the Alter ajioii Consent Lettei's as set out
in the section headed "(111) Reasons for and benefits of the Altei'ajion of Terms" above: and (11) the

restriction of the In in jinuni public t'10at requirement under the Terms of 111e Existing Convertible Bonds.

we consider that the level of dilution (subject 10 the minimuiii public float requirement of the Listing

Rules) 10 the shareholding interests of the Independent Shareholders is acceptable

(Vll)Financial effects as a result of the Alteration of Terms

The financial effects of the Alteration of Tel'ms set out below are purely for illusirative purposes

only and do not rcflect the future financial position of thc Company or thc Group

(i) Net asseis value and gearing

It is expected that the Alteration of Terms will not have an immediate material impact on the

net asset value and gearing of the Group. After extension of the Existing Convertible Bonds, the
entire amount of the convertible bonds in the current !jabiliiies will be reclassified as non-current

liabilities. The net current liabilities will be reduced from approximately HK$221.05 million as at
30 September 2024 to approximately HK$21.50 million

tit) Earnings

As the Interest Rates of Ihc Existing First Convei'lible Bonds and thc Existing Second

Convcriible Bonds be reduced from I % 10 0% per annuin and the interest ratc of thc Existing Third

Convertible Bonds be reduced I'Tom 2% 10 0% per annum under Ihe Alter all o11 Consent Letters, the

earnings of the Group will be improved by the interest saving of appioximately HK$2.61 million

per year (without taking into the account of any tax adjustment resulted from the interest saving)

Based on the above, we consider that interest saving and extension of the Existing Convertible

Bonds as illustrated above under the Alteration of Terms is in the interests of the Company and the
Shareholders as a whole

RECOMMENDATION

Wc notc that the Convei'SIon Price is bclow thc avcragc closing pricc of thc Shares during the

Rcvicw PCriod and below the average of thc Coinparablc Transactions. Ncverihclcss, havino taken into

account the principal I'actors and I'Gasons as discussed above. in partic ulal

(1) the financial position of the Group, including the going concern issue as stated in the Annual

Report 2024;

(Ii) the Group does not ha\, e sufficient cash 10 repay the Existing Convertible Bonds;

(111) the interest rate of all Existing Convertible Bonds will be reduced 10 nil, providing interest

savings for the Group;

(iv) extension of thc Existing Convertible Bonds will improve the nci current liabilities position

of' thc Group and provide extra timc for thc Group to Taisc funds to repay the Existing

Convertible B unds and SII'engihcn IIS 11nancial POSiiion :
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(v) limited financing alternatives available 10 the Gi'oup in view of lime and costs as all of the

Exist ino Convertible Bonds will nTaiure within approximately eight months from the Latest
Practicable Dale;

(vi) the Conversion Price is within the range of the Coinparable Transactions; and

(vii) the dilution to the Independent Shareholders will be restricted by the In in jinuni public float

requirement

we arc of the vicw that allhouoh the Alteration Conscni Leticrs and the transactions contemplated

thereunder (including the grant o1' the Specific Mandate) are not in Ihe ordinal'y and usual course o1

business o1' the Group, Ihe Alteration o1 Teims is on normal commercial terms, is Iair and reasonable

and in the interests of the Company and the Shareholders as a whole

Accordingly, we would recommend the Independent Shareholders and the Independent Board

Committee to advise the Independent Shareholders to vote in favour of the ordinary resolution to be

proposed at the SGM for approving the terms of the Alteration Consent Letiers and the transactions

contemplated thereunder

Ms. Gilla Lewng is Q licensed person regisiei'ed wi!h Ihe SFC and n responsible officer o11NCU

Co, 'porrrte Finance Limiied 10 coll'y owl Type 6 (advising on corporale fiiinnce) regu/died aciiviiy 14nder
the SFO. She hus over 201v"1'5 o1 experience in the corporuie filialIce Indusirv und hds punicipa!ed in
the PI'ovisioii of in dependeni findncial ddvisor\, servic es for various Irunsdciions involving companies

listed in Hulls Kong

Ms. PSI. che So if a licensed pel. son registei. ed with the SFC on(/ a I. evonsible officer qf INCU
Coi'porale Finance Limi!ed 10 calf}, o11t Ape 61ad\, ISIiig o11 cowo, 'ate finance) 128wln!ed activii)' 11ndei'

ihe SFO. She has over ei'ghi yedrs qf expel. ience in the corporate finance Indusir}, and fros participoied
ill the provision o11ndependentfi"unclad adj, is on, ser\, ices for \, all o115 Ironsaciions involving companies

lisied in Hong Kong

INC. Corporate Finance jinited

Yours faithfully,
For and on behalf of

Managing Dii'ecior Associate Director
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