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Dear Sirs,
Re: Valuation of 51% equity interest of Biotube Co., Litd.

In accordance with your instruction, we have conducted a valuation of the market value of 51% equity
interest of Biotube Co., Ltd. (the “Business Enterprise”). Tt is our understanding that the Business
Enterprise is principally engaged in in-house research and development in relation to the projects of (i)
autologous sheet tissue for autograft by in-body tissue architecture for the patients of refractory diabetic foot
ulcer (“Biosheet”); and (ii) autologous tubular tissue for autograft by in-body tissue architecture for the
patients of lower extremity peripheral arterial disease (“Biotube”) in Japan. We confirm that we have made
relevant enquiries and obtained such further information as we consider necessary for the purpose of
providing you with our opinion of the market value of 51% equity interest of the Business Enterprise as at
31 December 2024 {the “Valuation Date”).

This report states the purpose of valwation and basis of valug, sources of information, identifies the business
valued, describes the methodology of our valuation, investigation and analysis, assumptions and limiting
conditions, and presents our opinion of value.

1.0 PURPOSE OF VALUATION

This report is being prepared solely for the use of the directors and management (together, the
“Management”) of EPS Creative Health Technology Group Limited {the “Cempany”) for internal
reference and incorporation into the circular of the Company in connection with proposed disposal of
the Business Enterprise. The Company is listed on the Main Board of The Stock Exchange of Hong
Kong Limited. As advised, the Company intends to dispose 51% equity interest of the Business
Enterprise,

Peak Vision Appraisals Limited (“Peak Vision Appraisals™) acknowledges that this report may be
used by the Management as one of the sources of information for the proposed disposal of the
Business Enterprise and may also be made available to the auditors of the Company for auditing
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reference only. The proposed disposal, if materialised, and the corresponding transaction price would
be the result of negotiations between the transacting parties. The Management should be solely
responsible for determining the consideration of the proposed disposal, in which Peak Vision
Appraisals is not involved in the negotiation and has no comment on the agreed consideration. Peak
Vision Appraisals assumes no responsibility whatsoever to any person other than the Management in
respect of, or arising out of, the contents of this report. If others choose to rely in any way on the
contents of this report they do so entirely on their own risk.

BASIS OF VALUE

Our valuation has been prepared in accordance with the HKIS Valuation Standards 2024 published by
the Hong Kong Institute of Surveyors (the “HKIS”), the RICS Valuation — Global Standards
(Effective from 31 January 2025) published by the Royal Institution of Chartered Surveyors (the
“RICS™) and the International Valuation Standards (Effective 31 January 2025) published by the
International Valuation Standards Council, where applicable.

Our valuation of the Business Enterprise is based on the going concern premise and conducted on
market value basis. Market Value is defined as “the estimated amount for which an asset or liability
should exchange on the valuation date between a willing buyer and a willing seller in an arm’s length
transaction, after proper marketing and where the parties had each acted knowledgeably, prudently,
and without compulsion”,

SOURCES OF INFORMATION

In the course of our valuation, we have had discussion with the Management on the development of
the Business Enterprise and the prospect of the biotechnology and medical research industry in Japan,
We have also relied on the following major documents and information in the valuation analysis.
Some of the information and materials are furnished by the Management. Other information is
extracted from public sources such as government sources, Refinitiv, Kroll Cost of Capital
Navigator®, etc,

* Kroll Cost of Capital Navigator is a glabal cost of capital tool and data delivery platform developed by Kroll
Inc. {rebranded from Duff & Phelps LLC in 2022), which is a leading independent corporate investigation, risk
consulting and financial advisory solutions provider established in 1972,

The major documents and information include the following:

. Copies of certilicate(s) or license(s) and other relevant information of the Business Enterprise
as provided by the Management or extracted from public sources;

. Company profile of the Business Enterprise;

. Historical financial information such as income statements and balance sheet of the Business
Enterprise as provided by the Management;

. Operational information of the Business Enterprise as discussed with the Management; and
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. Industry and economic data,

As agreed with the Company, a visit to the company premises of the Business Enterprise is not
required since the research and development of its products have been majority outsourced to a
Contract Research Organization (CRO), and the Business Enterprise’s office functions mainly serve
as an administrative, project coordination and analysis office. We have been provided with photos of
this administrative office. Additionally, we have conducted interviews with the management team of
the Business Enterprise. Based on the agreed terms, we will perform our valuation using the
information provided.

LIMITATIONS AND RELIANCE ON INFORMATION

We have no reason to believe that any material facts have been withheld from us, however, we do not
warrant that our investigations have revealed all of the matters which an audit or more extensive
examination might disclose.

This report is based upon business, financial and other information provided by the Management. We
have made reference to or reviewed the above information and data and assumed such information
and data are true and accurate without independent verification except as expressly described herein.
We have made reasonable enquiries and exercised our judgment on the reasonable use of such
information and found no reason to doubt the accuracy or reliability of the information,

Preparation of this report does not imply that Peak Vision Appraisals has audited in any way the
financial or other information of the Business Enterprise. It is understood that the financial
information provided is prepared in accordance with generally accepted accounting principles and has
been prepared in a manner which truly and accurately reflects the financial performances and
positions of the Business Enterprise as at the respective financial statement dates.

In arriving at our opinion of value, it is assumed that the projections provided to us are based on the
assumptions reflecting the best available estimates, judgment and knowledge of the Management in
relation to the proposed operations and are reasonable, reflecting market conditions and economic
fundamentals. However, we do not express any opinion regarding the accuracy of the projections
provided by the Management,

We do not express an opinion as io whether the actual results of the operations of the Business
Enterprise will approximate the projections because assumptions regarding future events by their
nature are not capable of independent substantiation. We are making no representation that the
business operations will be successful, or that market growth and penetration will be realized.

Our Ref : NK/BV241211R



y. Peak Vision

Appialsa Is Limited

50 BUSINESS REGISTRATION DETAILS
5.1 Business Enterprise

Biotube Co., Ltd. (the Business Enterprise), officially known as “/$4 # F 2 — 7kl &4,
is a company incorporated in Japan on 30 May 2017 with corporate registration number (i.c.
&3t NS %) 1200-01-206172. The registered office address of the Business Enterprise is
HARREE PR IEH ) 2T H 133 LIS R 2 OL4F8,

5.2  Sharcholding Structure

As confirmed by the Management, the extracted sharcholding structure of the Business
Enterprise as at the Valuation Date is tabulated as follows:

EPS Creative Health Technology Group Limited
(the Company)

Approximately 51%
b

Biotube Co., Lid.
(the Buginess Enterprise)

Figure 1: Extracted shareholding structure of the Business Enterprise as at the Valuation Date

Souree: Management

6.0 BUSINESS OVERVIEW

The Business Enterprise is principally engaged in in-house research and development in relation to
the projects of (i) autologous sheet tissue for autograft by in-body tissue architecture for the patients
of Refractory diabetic foot ulcer (Biosheet); and (ii) autologous tubular tissue for autogralt by in-body
tissue architecture for the patients of lower exiremity peripheral arterial disease (Biotube). As advised
by the Management, Biosheet and Biotube (together, the “Products”) originated from the
development of autologous transplant tissues using in vivo body tissue aplasty (the “iIBTA™)
technology by the National Cerebral and Cardiovascular Center of Japan. The Business Enterprise
aims to form tubular tissues (i.e. Biotube) or membranous tissue (i.e. Biosheet) by embedding a
plastic or metal “mold” under the patient’s skin, which can then be used as tissue for transplantation
after removal.

6.1 iBTA Technology

The Business Enterprise’s core technology is the iBTA technology. When a foreign object is
implanted in a living body, a biological reaction called encapsulation occurs in which
fibroblasts accumulate around the foreign object and secrete collagen to cover the foreign
object. iBTA technology utilizes this phenomenon to create an “autologous tissue” that can be
used as a transplani, In other words, by implanting a plastic or metal mold under the patient’s
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skin for a month or two, a tissue body made of the patient’s own collagen will be formed. By
taking out this tissue and removing it from the mold, it is possible to obtain a tissue that
matches the shape of the mold.

Depending on the shape of the mold, tubular tissues (i.e. Biotubes) or membranous tissues (i.e.
Biosheets) can be obtained. Biotubes are used to repair defects in blood vessels, etc., whereas
Biosheets are used to repair defects in the dura mater, cornea, heart muscle, etc. The Business
Enterprise is also developing biovalves which are used to form heart valves,

Biotubes

As at the Valuation Date, the Business Enterprise has successfully created the Biotubes of
various diameters and thicknesses, including microbiotubes with an inner diameter of 0.6 mm
in animal experiments. Furthermore, by using a spiral mold, the Business Enterprise has
succeeded in producing the Biotubes over 20 cm in length.

Animal experiments have shown that when a biotube is implanted into the femoral artery of a
beagle dog, the vascular wall, which is made up of aSMA-positive cells and vascular
endothelial cells, is rebuilt in the lumen, and no thrombus or other adhesion oceurs. In beagle
dogs, long-term patency for up to 8 years has been achieved, with no aneurysm or stenosis
observed during that time. In addition, as a result of transplantation into a young dog, the
blood vessels made of the transplanted biotube also grow, and one year after transplantation,
the diameter increases by up to 1.5 times and the length increases by up to 1.5 times, which is
in line with the growth of the dog’s body.

Biosheets

Using the similar iBTA technology of the Biotubes, the Business Enterprise is also developing
the Biosheets. Biosheets are made by open cutting the Biotubes. A biosheet with a thickness of
0.5 mm made from goats has superior mechanical properties compared to goat pericardium,
and animal experiments using rats have shown that it can be used as a scaifold for myocardial
regeneration by patching it into myocardial defects.

Potential Application

As advised by the Management, some of the potential applications of the Products under
development are shown as follows:

Dialysis shunt vascular bypass
In dialysis, it is necessary to remove a large amount of blood, so a blood vessel called a
“shunt” is created by anastomosing an artery and a vein., However, shunt vessels can become

narrowed for various reasons. For such cases, clinical trials are underway to create artificial
blood vessels using the Biotubes and create bypasses in the stenotic areas.
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Severe lower limb ischemia

Critical lmb ischemia is a condition in which poor circulation due to arteriosclerosis
progresses and is a serious disease that can lead to limb amputation or death. There is a
surgical method to replace clogged blood vessels with artificial blood vessels, but there is no
artificial blood vessel with a small diameter of 5 mm or less that can be used in peripheral
arteries below the knee, so it could not be applied to lower limb ischemia, The Business
Enterprise’s iBTA technology allows the production of such small-diameter biotubes, and the
use of biotubes as bypass artificial blood vessels is expected to have therapeutic effects. Since
a length of 30 cm or more is required to use as a bypass blood vessel, the Business Enterprise
is developing long artificial blood vessels.

Patents

As advised by the Management, as at the Valuation Date, the Business Enterprise owns several
authorized patents (the “Patents”) related to its products. Details of the Patents granted by the
Japan Palent Office are summarized as [ollows:

XRE 5 ] Ea Application date Publication date Invention name

FRr6978142 FFE 2021-141332 31 August 2021 8 December 2021 HUAAREEKE > b &
i EALS AN
FFRF6931261 590 2021029946 26 February 2021 1 September 2021 MGATHEE - H5
EREREE - BLUE

HHBE

FFRT6875691 HERR 2020-108916 24 June 2020 26 May 2021 BEERNEE - A5
BERE BLT &

RS

Frat6813923 ¥ 2020-103747 16 Tune 2020 13 January 2021 EUERANERAGME
AR ONERA

F5Er6789532 FFE 2020-123048 17 July 2020 25 November 2020  HEAEER AT b
#ah6755052 58 2019-128790 10 Tuly 2019 16 September 2020  HAARKRTZ0 R
Bk

FH6727637 F7E 2020027293 20 Febroary 2020 2 July 2000 ASMEENEE - A8
BERAE - B L0 &

CEik 3

Table 1: Summary of the Patents owned by the Business Enterprise

Source: Management
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6.6 Historical Financial Performances and Positions

Based on the financial information provided by the Company, the historical financial
performances of the Business Enterprise for the period between 1 April 2024 to 31 December
2024 is as follows:

From 1 April 2024
to 31 December 2024

(HKS$)
Revenue -
Other income 4,873,000
Operating income/expenses (5,505,000}
Operating profit/(loss) (632,000)

* Figures above are subject to rounding

Table 2: Historical performances of the Business Enterprise

Source: Management

As at 31 December 2024, the Business Enterprise had a net asset value of approximately
HK$71,359,000.

INVESTIGATION AND ANALYSIS

Our investigation included discussion with the Management in relation to the biotechnology and
medical research industry in Japan, and the development, operations and other relevant information of
the Business Enterprise. In addition, we have made relevant inquiries and obtained such further
information including financial and business information, and statistical figures from other sources as
we consider necessary for the purpose of this valuation. As part of our analysis, we have made
reference to the financial information, projections and other pertinent data concerning the Business
Enterprise provided to us by the Management.

The valuation of the Business Enterprise requires consideration of all pertinent factors, which affect
the operations of the business and its ability to generate future investment returns. The factors
considered in this valuation include the following:

. Nature and operations of the Business Enterprise;
. Historical information of the Business Enterprise;
. Financial performances and positions of the Business Enterprise;
. Proposed business development of the Business Enterprise;
-7 -
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. Regulations and rules of the biotechnology and medical research industry in Japan;

. Economic and industry data affecting the biotechnology and medical research industry and
other dependent industries;

. Market-derived investment return{s) of similar business; and

. Industry and economic data.
GENERAL VALUATION APPROACHES AND METHODS

There are three generally accepted approaches to obtain the market value of the Business Enterprise,
namely the Market Approach, the Asset Approach and the Income Approach. Under each approach, a
number of methods are available which can be used to assess the value of a business subject. Each
method uses a specific procedure to determine the business value.

Each of these approaches is appropriate in one or more circumstances, and sometimes, two or more
approaches may be used together. Whether to adopt a particular approach will be determined by the
specific characteristics of the subject of the valuation. It is also common practice to employ a number
of valuation methods under each approach, Therefore, no single business valuation approach or
method is definitive.

8.1 Market Approach

The Market Approach values a business entity by comparison of the prices at which other
similar business nature companies or interests changed hands in arm’s length transactions. The
underlying theory of this approach is that one would not pay more than one would have to pay
for an equally desirable alternative. By adopting this approach, we will first look for an
indication of value from the prices of other similar companies or equity interest in companies
that were sold recently.

The right transactions employed in analyzing for indications of value need to be sold at an
arm’s length basis, assuming that the buyers and sellers are well informed and have no special
motivations or compulsions to buy or to sell.

The derived multiples (most commonly used are: price to earnings, price fo sales and price to
book multiple) based on the analysis of those transactions are then applied to the fundamental
financial variables of the subject business entity to arrive an indication of value.

8.2  Asset Approach
The Asset Approach is based on the general concept that the earning power of a business entity

is derived primarily from its existing assets. The assumption of this approach is that when each
of the efements of working capital, tangible and intangible assets is individually valued, their

Our Ref : NK/BY24121IR



Peak Vision

Appraisals Limited

sum represents the value of a business entity and equals the value of its invested capital (equity
and debt capital). In other words, the value of the business entity is represented by the fund
that has been made available to purchase the business assets needed,

This fund comes from investors who buy stocks of the business entity (equity) and investors
who lend fund to the business entity (debt). After collecting the total amounts of fund from
equity and debt, and converted into various types of assets of the business entity for its
opetations the sum of such assets equals the value of the business entity.

From a valuation perspective, we will restate the values of all types of assets of a business
entity from book values, i.e. historical cost minus depreciation to appropriate standards of
value. After the restatement, we can identify the indicated value of the business entity, or, by
applying the accounting principle “assets minus liabilities”, to arrive at the value of the equity
interest of the business entity.

8.3 Income Approach

The Income Approach focuses on the economic benefits generated by the income producing
capability of a business entity. The underlying theory of this approach is that the value of a
business entity can be measured by the present worth of the economic benefits to be received
over the life of the business entity.

Based on this valuation principle, the Income Approach estimates the future economic benefits
and discounts these benefits to its present value using a discount rate appropriate for the risks
associated with realizing those benefits.

Alternatively, this can be calculated by capitalizing the economic benefits to be received in the
next period at an appropriate capitalization rate. This is subject to the assumption that the
business entity will continue to maintain stable economic benefits and growth rate.

9.0 VALUATION ANALYSIS
9.1 Valuation Approaches

In the process of valuing the Business Enterprise, we have laken into consideration the
business nature, specialty of its operations, its current condition, and the indusiry it is
participating. Having considered the three general valuation approaches, we consider that the
Income Approach would be appropriate and reasonable in the valuation of the market value of
the Business Enterprise.

In this valuation, the Market Approach is not adopted as we consider it to be less
representative than the Income Approach since the Market Approach may not fully reflect the
economic benefits atributable to the Business Enterprise. Compared to the Market Approach,
the Income Approach specifically considers the projected income of the Business Enterprise
derived from the Products. Meanwhile, there are limited guideline public companies and
comparable transactions with similar portfolio risks and rewards to form a reliable basis for our

- 0-
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opinion. The Asset Approach is not appropriate as it ignores the future economic benefits of
the business as a whole. We have therefore solely relied on the Tncome Approach in
determining our opinion of value,

It is simple adopting the Income Approach to state the value of a business entity in present
value terms. This method is well accepted by most analysts and practitioners, One common
method under the Income Approach is by looking from the perspective of the firm’s investors
including shareholders and debtholders. That is the free cash flow available to the business as a
whole,

Projections of the Business Enterprise

According to the Company, as at the Valuation Date, Biotube was undergoing the exploratory
clinical trial stage whereas Biosheet was waiting for the final report of its exploratory clinical
trial stage. The preparation of confirmatory clinical trial for Biosheet was also initiated. The
Company expects the clinical trials of the Products will continue in 2025 and 2026. Projected
revenue in 2025 and 2026 are only government subsidies covering portions of the clinical (rial
expenses. The Company expects the Products will be launched by the end of 2027.

For the projected revenue after the launch of Biosheet up to 31 December 2030, the Company
derived the projected revenue by estimating the total number of diabetes patients according to
statistics published by the Ministry of Health, Labour and Welfare of Japan, the frequency of
lower limb amputation among diabetic patients according to empirical research and with
estimated penetration rates. The unit price of Biosheet was determined with reference to one of
the approved medical instrument for ulcer treatment.

For the projected revenue after the taunch of Biotube up to 31 December 2030, the Company
derived the projected revenue by estimating the number of hospitalized patients with
obstructive peripheral artery disease according to statistics published by the Ministry of Health,
Labour and Welfare of Japan and with estimated penetration rates. The unit price of Biotube
was determined with reference to the unit price of general artificial blood vessel in Japan.

In the course of our valuation, we have adopted the projections attributable to the Business
Enterprise for the next 6 years ended 31 December prepared by the Company, which are

presented as follows:

Year ended 31 December

{JPY million) 2025 2026 2027 2028 2029 2030
Revenue 161 182 330 7,361 11,018 14,497
Less: operating expenses (220) (241) {288) 6,434 {9,627 (12,670)
Operating profit/(loss) (39 (59) 42 927 1,388 1,827
x Figures above are subject to rounding

- 10 -
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e Cur valuation is based on the projections provided by the Management as above. We do not express
any opinion regarding the accuracy of the projections provided by the Management

Table 3: Projected performance of the Business Enterprise

Source: Management

Discount Rate

In determining the discount rate, we have applied the weighted average cost of capital
appropriate for the Business Enterprise, which is based on an estimation of the cost of equity
and cost of debt. Based on our analysis, which is set out below, the discount ratec as at the
Valuation Date was 15.1%, which is a nominal post tax discount rate applied to nominal post
tax cash flows.

We have determined the discount rate adopted in the Income Approach based on the weighted
average cost of capital (“WACC”) appropriate for the Business Enterprise. It is the minimum
required return that a valuation subject must earn to satisfy its various capital providers
including shareholders and debtholders. The WACC is calculated taking into account the
relative weights of each component of the capital structure, In the course of our analysis, the
discount rate adopted in our valuation follows the formula:

Discount rate = We x Re + Wd x Rd x (1 -~ T)
in which

Re = cost of equity

]

Rd = cost of debt

We = portion of equity value to enterprise value

z
]

portion of debt value to enterprise value

T = corporate tax rate

i) Cost of equity

From a modern portfolio management perspective, typical investors are risk-averse and
rational, They make all investment decisions based on risk and return of an investment
opportunity. The cost of equity, therefore, should account for the risk premium, which is
the required additional return over the risk free rate. Additional risk premiums such as
country risk premium, size premium and specific risk premium are added to reflect
other risk factors concerning the Business Enterprise. All the estimates are supported by
public data sources such as Refinitiv and Kroll Cost of Capital Navigator. We have used
the capital asset pricing model (“CAPM”) to determine the appropriate cost of equity of
ithe Business Enterprise.

L -
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Cost of equity = risk free rate + equily beta x market risk premium + size premiom
+ country risk premium + specific risk premium

The CAPM states that the required return of the asset is based on the non-diversifiable
risk, as represented by the beta, and the market return and the risk free rate. In
estimating the beta, we have identified comparable companies based on the criteria that
they are engaged in the biotechnology and medical research activities according to The
Refinitiv Business Classification and listed in Japan. The 18 selected comparable
companies listed as follows are based on exhaustive search according to Refinitiv:

Refinitiv Compay market Debt to Ungeared
Ticker  Name capitalization Total debt Geared heta equity ratio  Taxrate  bela h
(HES ‘million) (XS "million)

60T GNI Group Lud 8458 m 110 £41% 36.12% 1.06
28T Linicat Co Lid 4 140 0n 12.94% #8.77% (.66
2WT  Medinet Co Ll in 0 0.81 0.01% 3062% G5
13951 Shin Nippon Biomedical 3417 1,501 0.9 55.63% 17.08% (.66
Laboratarics Lid
61T DNA Chip Research Tnc pili] i 125 (:00% 3062% 128
29297 Pharma Foods [43% 9% 0.94 48.57% 035 0,19
Tnjernationat Co Lid
4517 Cama Biosciences Inc 284 3 (.59 Lil% 30.62% 0.88
43837 Chiome Bioscience Inc 802 16 1.0§ 1.84% 30:62% L4
45947 BrightPath Bictherapeatics 195 18 L3 9.02% 36.62% 1.24
ColLid
48817 FunPep Co 1td 215 0 116 0.00% 30.62% 1.1
48847 Kringle Pharma Inc % il 1.16 0.00% 30.62% Lie
4890.T  Tsubota Laboratory Inc 49 & 0.51 L13% B.13% 0.50
49T TMSColdd 433 0 LU 0.00% 0.62% 1.1
4891 Cyfuse Biomedical KK 182 43 .72 21.76% 10.62% 0.62
1T Takara Bio [ue 6,12 0 6,75 0.00% 19.13% 075
6090.7  Human Metaboleme 179 12 (.58 6.69% 112% 0.54
Technologies fnc
6190T  PhoenixBio Co Lid ] L .58 36.14% 35.88% 0.5
T 3D Mawix Lid gal 197 0,73 12.90% 30.62% 0.63
Mean 13.56% 0.86
Standard deviation 18.43% 0.27
Mean excluding autters 5.06% 079
® Figures above are subject to rounding
Nates:
k. The ungeared beta is derived by the geared béta, tax rate and debt to equity ratio of the

respective comparable companies with the formula; Ungeaved beta = geared beta/(1 + (1 - tax
rate} x debt to equity ratio).
- 12 -
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2, Sample values outside one standard deviation of the mean are determined as outliers.

Table 4: Data and figures of the comparable companies that have been considered in our valuation
Source: Refinitiv

The above data and figures were used to determine the WACC of the Business
Enterprise. Based on the above table, the mean excluding outliers of the debt to equity
ratio is 5.06% whereas the mean excluding outliers of the ungeared beta is 0.79. The
ungeared beta needs to be re-geared up again at the comparable companies’ industry
average capital structure and the corporate income tax of the Business Enterprise with
the formula:

Ungeared beta x (1 + (1 ~ corporate income tax of the Business Enterprise) x
comparable companies’ industry average debt to equity ratio

= 0,79 x (1 + (1 — 30.62%) x 5.06%)

= 0.82

The resulting geared up beta of 0.82 represents the equity beta to be adopted in our cost
of equity calculation shown as follows:

Cost of equity calculation:

(1) Risk free rate' 1.10%
(2) Equity beta® 0.82
(3) Market risk premiun13 7.17%
(4) Size premium4 2.91%
(5) Country risk premium’ 0.94%
(6) Specific risk premium® 5.00%
Cost of equity 15.80%
* Figures above are subject to rounding

Notes:

{ This is the |0-year yield of the Japan Government Bond Benchmark Yield Curve, which is a

mature market risk free rate.

2 This is the adjusted beta by making reference to publicly listed companies with comparable
business nature and operations, which are sourced from Refinitiv.

3 Market risk premium = market rate of return — risk free rave, To derive a long-term, equity risk
premium, we refer o the long-horizon expected equity risk premium for the United States
(based on historical data), published by Kroll Cost of Capital Navigator. A mature market
equity risk premium is used since we derive a stable, long-term discount rate adopted in the
valuation; therefore we have adopted the average market return of the United States instead of
one from developing equity markets. The country risk premium (in Nate 5 below) reflects the
expected operating location of the Business Enterprise.

- 13 -
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4 Based on the research published by Kroll Cost of Capital Navigator, the CAPM does not fully
account for the higher returns of smaller company stocks. According to their research data of
historical returns from [926 — 2023 of micro-cap companies, the size premium (returns in
excess of those predicted by CAPM) is 2.91%.

5 This is the increased risk with operating in Japan, where the risk profile is different to the
market premium applied in our analysis, including business risk, financial risk, liquidity risk,
exchange rate risk & country risk. We refer to the data and methodology derived on Damodaran
Ouline (hitp://pages.stern.nyu.edu/~adamodar/), updated for 2025, in determining the country
risk premium for the Business Enterprise. Damodaran Online is prepared by Aswath
Damodaran, who is currently a Professor of Finance at the Stern Schocl of Business at New
York University, Mr. Damodaran has published several books, including four books on equity
valuation and two on corporate finance, He has also published papers in the Journal of
Financial and Quantitative Analysis, the Journal of Finance, the Journal of Financial Economics
and the Review of Financial Studies.

6 Considering the specific risk of the Business Enterprise, we have applied an additional risk
premium to the cost of equity.

Given the above variables, we have derived the cost of equity of 15.80%.
Cost of debt

The cost of debt represents the estimated required return of debt financing for the
Business Enterprise when borrowing or issuing debt (such as corporate bonds). We have
estimated the cost of debt by applying the Japan long term prime rate of 1.9%.

Weight of debt
To stay competitive in the industry, it is reasonable to assume that the Business
Enterprise, over time, would operate at a debt level close to the average of the weight of

debt of its industry comparables. Through the analysis of the industry comparables, the
weight of debt is estimated as 5%.

Weight of equity

The weight of equity is estimated as 95% by adopting the same basis as above.
Corporate income ax rate

As at the Valuation Date, the corporate income tax rate in Japan was 30.62%.

Based on our foregoing analysis, the discount rate adopted for the valuation of the
Business Enterprise is calculated as follows:

Discount rate = 95% x 15.80% + 5% x 1.90% x (1 - 30.62%)
= 15.10%
* Figures above are subject to rounding

-4 -
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9.5

9.6

9.7

9.8

9.9

Corporate Income Tax

We have adopted a tax rate of 30.6%, which was the corporate income tax rate of Japan as at
the Valuation Date.

Non-cash Working Capital Investment

By referring to researches performed by Aswath Damodaran, the non-cash working capital
investment is estimated to be approximately 22.8% of the projected annual revenue.

Success Rate

In the course of our valuation, we have adopted a success rate of 42.5% for the
commercialization approval of the Products according to the stage of development of the
Products as at the Valuation Date as advised by the Management,

Maintenance Capital Expenditure

The maintenance capital expenditure is assumed to be the same as depreciation and therefore
completely offset by depreciation expense,

Terminal Growth Rate

The terminal growth rate adopted is 2.0%, which is based on the projected inflation rate
sourced from the International Monetary Fund.

Non-operating Assets and Liabilities

In computing the market value of the Business Enterprise, we have adjusted the cash, debts
and other net non-operating assets and liabilities as at the Valuation Date. Based on financial
information provided by the Management, the cash, debts and other net non-operating assets
and liabilities are as follows:

(JPY '000}
Cash 29,479
Debts -
Other net non-operating assets and liabilities (50,220)
* Figures above are subject to rounding

- 15 -
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9.10 Lack of Marketability Discount

We have adopted a discount for lack of marketability of approximately 20.4% as ownership
interest in closely held companies are typically not readily marketable compared (o similar
interest in publicly listed companies. Therefore, a share of stock in a privately held company is
usually worth less than an otherwise comparable share in a publicly held company.

The discount of 20.4% was determined with reference to Stout Restricted Stock Study
Companion Guide (2024 Edition).

216 -
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9,11 Valuation summary
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Appraisals Limited

A summary of the valuation process is shown as the following discounted {ree cash flow table:

Coreensy: JPY 000
Year Date

Revenue
Tess: operaating cxperses

Opetating profitflass)

Less: operating ncome fax H06%

Operating profitfluss} after tay
Adjustnants

Depreciation & amortization
Non-cash working capital investment 18%

Maintenznee capilal expandinoe

Free cash flows before Success Rate

Suceess Rate

Free cash flows after Snccess Rate

Terminal valse”

Discount period

Discount factor®

Prasent value of Free cash fows

Value of operating asses

Ajusimeat

Other net non-aperating assels
and linbliies

Lack of nsrketabitty discoumt 1045

Add: Cash
Less: Debts

100% equity interest of the Business
Enferprise

$1% equity interest of the Business
Enterpise

1,528,640

5000

141840
-J01,3%

L7634
04
0

1206363

fl3,213

Terminal
WSL3E 6IRM 30 AILN 2000030 83020 cash flow
180,510 18,000 NS 1360047 HLOMBSL (449129 TR
JO% MOTe 28000 AN O6TH0 1260000 12923400
S3,716 N6 £3716 LTRSS A T 4 v Bt
i} ] BTN Y vy I 11 S A S Y1 |
58,16 418 i) 3,143 930 LT 193
0 i ] 0 0 ¢ i
2638 1902 TR 1L £ S (KT VA TN 6,139
) 0 ] ] 0 0 §
135041 63,618 4M5 96060 1048 43T 1260
10.5% 1000% (0% 5% 125 156 425%
13501 L3618 445 408265 55018 04,194 143
138051
050 L5 150 330 450 i3
08 iH] ] {4l 053 046
43540 51,519 334 M98 1218 08 136N
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Notes:

{1): The terminal value is calculated by terminal free cash flow atter success rate/(r-g); whereas r is the
discount rate i.e. 15.10% and g is the terminal growth rate i.e.2.0%

{2y The discount factor is calculated by /(L + r)", whereas r is the discount rate i.e. 15,10% and n is the

discount period

VALUATION ASSUMPTIONS

. The knowhow relating to the Products will not be copied or infringed upon in a manner which
would materially affect the profitability derived from the Products;

. The Products will be developed and commercialised according to the timetable of the estimated
development plan as provided by the Company;

. For the Business Enterprise to continue as a going concern, the Business Enterprise will
successfully carry out all necessary activities for the development of its business;

. Key management, competent personnel, professional and technical staff will all be retained to
support the ongoing operations of the Business Enterprise;

. The availability of finance will not be a constraint on the forecast growth of the Business
Enterprise’s operations in accordance with the business plans;

. Market trends and conditions where the Business Enlerprise operates will not deviate
significantly from the economic forecasts in general;

. The financial information of the Business Enterprise as supplied to us has been prepared in a
manner which truly and accurately reflects the financial performances and positions of the
Business Enterprise as at the respective financial statement dates;

. There will be no material changes in the business strategy of the Business Enterprise and its
operating structure;

. Interest rates and exchange rates in the localities for the operations of the Business Enterprise
will not differ materially from those presently prevailing;

. All relevant approvals, business certificates, licences or other legislative or administrative
authority from any local, provincial or national government, or private entity or organization
required to operate in the localities where the Business Enterprise operates or intends to
operate will be officially obtained and renewable upon expiry unless otherwise stated; and

. There will be no major changes in the political, legal, technological, economic or financial
conditions and taxation laws in the localities in which the Business Enterprise operates or
intends to operate, which would adversely affect the revenues and profits attributable to the
Business Enterprise.
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11.0 LIMITING CONDITIONS

Our conclusion of the market value is derived from generally accepted valuation procedures and
practices that rely substantially on the use of various assumptions and the consideration of many
uncertainties, not all of which can be easily quantified or ascertained. This valuation reflects facts and
conditions existing as at the Valuation Date. Subsequent events have not been considered and we are
not required to update our report for such events and conditions.

To the best of our knowledge, all data set forth in this report is reasonable and accurately determined,
The data, opinions, or estimates identified as being furnished by others that have been used in
formulating this analysis, are gathered from reliable sources, however, no guarantee is made nor
liability assumed for the accuracies.

We have relied to a considerable extent on the information provided by the Management in arriving at
our opinion of value, We are not in the position to verify the accuracy of all information provided to
us. However, we have had no reason to doubt the truth and accuracy of the information provided to
us and o doubt that any material facts have been omitted from the information provided. No
responsibility for operational and financial information that has not been provided to us is accepted.

We have not investigated the title to or any legal liabilities against the Business Enterprise and have
assumed no responsibility for the title to or any legal liabilities against the Business Enterprise. In
forming our opinion, we have assumed that matters such as title, compliance with laws and
regulations and contracts in place are in good standing and will remain so and that there are no
material legal proceedings.

To the extent that there are legal issues relating to financial instruments, assets, properties, or
business interests or issues relating to compliance with applicable laws, regulations, and policies,
Peak Vision Appraisals assumes no responsibility and offers no legal opinion or interpretation on any
issue.

In accordance with our standard practices, we must state that this report is for the exclusive use of the
party to whom it is addressed and for the specific purpose stated above. Furthermore, the report and
conclusion of value are not intended by the author, and should not be constreed by the reader, to be
investment advice in any manner whatsoever. The conclusion of value represents the consideration
based on information furnished by the Management/engagement parties and other sources. No
responsibility is accepted to any third party for the whole or any part of its contents.

Actual transactions involving the subject assets/business might be concluded at a higher or lower
value, depending upon the circumstances of the transaction and the business, and the knowledge and
motivation of the buyers and sellers at that time,

We would particularly point out that our valuation is based on the information such as company
background, business nature, market share, future prospects as well as the business plan and
projections of the Business Enterprise provided to us.

- 19 .
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12.0 REMARXS

Unless otherwise stated, all monetary amounts stated in this valuation report are in Japanese Yen
(JPY). The exchange rate adopted in our valuation is approximately HKS$1 = JPY20.2330, which was
the approximate prevailing exchange rate as at the Valuation Date.

The Management has reviewed and confirmed the factual content and has agreed to the assumptions
and limiting conditions of this report.

We hereby confirm that we have no material connection or involvement with the Business Enterprise,
the Company and its subsidiaries, associates, affiliates, or the value reported herein and that we are in
a position to provide an objective and unbiased valuation,

Peak Vision Appraisals has previously been involved in the valuation of the Business Enterprise and
Mr, Nick C. L, Kung has been the signatory to the valuation since 2024. For the subject valuation,
Peak Vision Appraisals does not yet adopt a rotation policy, and instead, our valuation will be periodically
reviewed by another member of the HKIS and/or the RICS, where applicable.

In accordance with the RICS Valuation — Global Standards (Effective from 31 January 2025}, we are
also required to draw your attention to the possibility that this valuation may be investigated by the
RICS for compliance with such standards.

The proportion of total fees payable by the Company during the preceding year relative to the total
fee income of Peak Vision Appraisals is minimal.

13.0 OPINION OF VALUE

Based on the investigation and analysis stated above and on the valuation method employed and key
assumptions appended above, we are of the opinion that the market value of 51% equity interest of
the Business Enterprise as at the Valuation Date was in the sum of JPY615,215,000 (JAPANESE
YEN SIX HUNDRED AND FIFTEEN MILLION TWO HUNDRED AND FIFTEEN
THOUSAND ONLY).

Yours faithfully,
For and on behalf of

/P}gﬁ Vision Appraisals Limited
i

o

7 NIKE, L.‘??r;?;;k Chern §ung """

MRICS, MHK] ,'}é.P.S. (GP), RICS Registered Valuer, MCIREA CFA, CPA, MRICS
Director Director
Corporate Valuations Corporate Valuations

Note: (1) Me. Nick C. L. Kung is a member of the Royal Institution of Chartered Surveyors (the RICS) and member of
the Hong Kong Institute of Surveyors {the HKIS), RICS Registered Valuer, Registered Professional Surveyor
{General Practice) and Registered Business Valuer of the Hong Kong Business Valuation Forum (HKBVF) and
has more than 20 years of experience in the valuation of business asseis and business entities in Hong Kong and
overseas,
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(2) Me. Chern Sung Lee is a CFA Charterholder, a member of the Hong Kong Institute of Certified Public
Accountants and a member of the Royal Institution of Chartered Surveyors and has more than 10 years of
experience in the valuation of business assets and business enterprises in Hong Kong and overseas.

_ 91 -
Our Ref': NK/BV241211R



